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Setco Automotive (UK) Limited

Strategic Report

Year ended 31 March 2017

The directors present their report for the financial year ended 31 March 2017.

Principal activity and business review

The principal activity of the company during the year was the assembly and distribution of clutches and associated
products within the commercial vehicle sector.

Performance and developments during the year

The company made a loss of £1,066,143 compared with £779,294 in 2016. This loss included a group interest
charge of £696,807 (2016: £482,676). The UK operation is also dependent on supply from the parent company on an
arms-length pricing formula. At the operational EBITDA level excluding irrecoverable overseas taxes the company
achieved an approximate breakeven result.

In the 2017 financial year, turnover was £3,768,464, a decrease of 4.3% over the previous year as a result of inter-
group sales not recurring. The Group strategy of maximising export sales is beginning to bear fruit and now
accounts for a significant proportion of overall revenue. However margins are lower than home trade and this
impacts on the UK site profitability. Balancing this to the overall group strategy is the fact that this export growth
consumes a higher proportion of internally manufactured product.

Behind the overall operational results, the principal focus of the UK operation remains to develop for the parent
company new product groups and individual series product designs. The UK operation is tasked with identifying and
delivering a sustainable market development strategy in its areas of responsibility, utilising the world class
manufacturing facilities in India backed by a quality product.

Principal risks and uncertainties

The company maintains strong relationships with each of its customers and has established credit control
parameters. Foreign currency exposure is managed through various hedging arrangements.

Financial instruments

The company's principal financial instruments comprise bank balances, bank loans, trade creditors, trade debtors
and loans from the parent company. The main purpose of these instruments is to raise funds for the company's
operations and to finance the company's operations.

Price risk is managed by monitoring and reacting to changes in market rates. The company's approach to managing
other risks applicable to the financial instruments concerned is shown below.

In respect of bank balances the liquidity risk is managed by maintaining a balance between the continuity of funding
and flexibility through the use of short term loans secured through corporate guarantee by the parent company.

In respect of loans these comprise loans from the parent company and loans from financial institutions. The
company manages the liquidity risk by ensuring there are sufficient funds to meet the payments. The loans from the
parent company over 180 days carry an interest charge of 11.85%. The parent company has provided a corporate
guarantee in support of the company's bank loan.

Trade debtors are managed in respect of credit and cash flow by policies concerning the credit offered to customers
and the regular monitoring of amounts outstanding for both time and credit limits. Credit insurance arrangements
are also in place.

Trade creditors liquidity risk is managed by ensuring sufficient funds are available to meet amounts due.

Research and development

The company continues to take advantage of technical advances as they arise and strives to develop new processes
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Setco Automotive (UK) Limited

Strategic Report (continued)

Year ended 31 March 2017

that increase efficiency in all aspects of the company's operations. The focus for the dedicated R&D team is to
further develop the product range, improve the engineering facilities and enhance the technical knowledge required
to meet the expectations of the major European OEMs.

Financial key performance indicators

The directors use a range of key performance indicators to aid management of the company. These include measures
on orders received and outstanding, gross margin achieved, cash generation and stock turnover.

Outlook

The directors continue to examine opportunities for further development of the business and its efficiencies. The
directors have considered the results of the current financial year up to the date of this report and are reasonably
confident the company can continue to trade for at the least the next twelve months from the date of approval of
these financial statements. They have received assurances from the parent company that, if necessary, the parent
company will provide additional working capital facilities and subordinate amounts owed to it in favour of amounts
owed to external creditors.

This report was approved by the board of directors on 23 May 2017 and signed on behalf of the board by:

S Haworth
Director
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Setco Automotive (UK) Limited

Directors' Report

Year ended 31 March 2017

The directors present their report and the financial statements of the company for the year ended 31 March 2017.

Directors

The directors who served the company during the year were as follows:

S Haworth
U H Sheth
T D Liggins

T D Liggins resigned as a director on 30 April 2017.

None of the directors hold any shares in the company. U H Sheth and S Haworth hold 4,917,400 and 14,990 shares
respectively, in the parent company, Setco Automotive Limited.

Dividends

The directors do not recommend the payment of a dividend.

Disclosure of information in the strategic report

In accordance with Section 414C(11), Companies Act 2006, the following information required to be contained in
this report is set out in the company's Strategic Report on page 2: principal activities, business review, future
developments, financial risks and research and development.

Directors' responsibilities statement

The directors are responsible for preparing the strategic report, directors' report and the financial statements in
accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (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 the profit or loss of the company for that period.

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

• select suitable accounting policies and then apply them consistently;

• make judgments and accounting estimates that are reasonable and prudent;

• 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.
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Setco Automotive (UK) Limited

Directors' Report (continued)

Year ended 31 March 2017

Auditor

Each of the persons who is a director at the date of approval of this report confirms that:

• so far as they are aware, there is no relevant audit information of which the company's auditor is unaware; and

• they have taken all steps that they ought to have taken as a director to make themselves aware of any relevant
audit information and to establish that the company's auditor is aware of that information.

The auditor is deemed to have been re-appointed in accordance with section 487 of the Companies Act 2006.

This report was approved by the board of directors on 23 May 2017 and signed on behalf of the board by:

S Haworth
Director
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Setco Automotive (UK) Limited

Independent Auditor's Report to the Members of Setco Automotive (UK) Limited

Year ended 31 March 2017

We have audited the financial statements of Setco Automotive (UK) Limited for the year ended 31 March 2017, on
pages 8 to 20. The financial reporting framework that has been applied in their preparation is applicable law and the
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including FRS
102 ''The Financial Reporting Standard applicable in the UK and Republic of Ireland''.

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

Respective responsibilities of directors and auditor

As explained more fully in the directors' responsibilities statement, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit
and express an opinion on the financial statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board's Ethical
Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error. This includes an assessment of: whether the accounting policies are appropriate to the company's
circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the directors; and the overall presentation of the financial statements. In addition, we
read all the financial and non-financial information in the strategic report and the directors' report to identify
material inconsistencies with the audited financial statements and to identify any information that is apparently
materially incorrect based on, or materially inconsistent with, the knowledge acquired by us in the course of
performing the audit. If we become aware of any apparent material misstatements or inconsistencies we consider the
implications for our report.

Opinion on financial statements

In our opinion the financial statements:

• give a true and fair view of the state of the company's affairs as at 31 March 2017 and of its loss for the year
then ended;

• have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice;
and

• have been prepared in accordance with the requirements of the Companies Act 2006.

Emphasis of matter

In forming our opinion we have considered the adequacy of the disclosure made in note 3 of the financial statements
regarding the solvency of the company. The financial statements have been prepared on a going concern basis, the
appropriateness of this basis is supported by the company having secured long term parent company funding
sufficient to enable the company to trade for the foreseeable future. In view of the significance of this matter we
consider that it should be drawn to your attention but our opinion is not qualified in this respect.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion 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.
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Setco Automotive (UK) Limited

Statement of Comprehensive Income

Year ended 31 March 2017

2017 2016
Note £ £

Turnover 4 3,768,464 3,937,753

Cost of sales (2,418,093) (2,421,781)
������������ ������������

Gross profit 1,350,371 1,515,972

Distribution costs (209,235) (210,848)
Administrative expenses (1,404,913) (1,523,976)

������������ ������������

Operating loss 5 (263,777) (218,852)

Interest payable and similar expenses 9 (802,366) (560,442)
������������ ������������

Loss before taxation (1,066,143) (779,294)

Tax on loss – –
������������ ������������

Loss for the financial year (1,066,143) (779,294)
������������ ������������

Revaluation of tangible assets 144,662 –
������������ ������������

Total comprehensive income for the year (921,481) (779,294)
������������ ������������

All the activities of the company are from continuing operations.

The notes on pages 12 to 20 form part of these financial statements.
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Setco Automotive (UK) Limited

Statement of Financial Position

31 March 2017

2017 2016
Note £ £

Fixed assets
Intangible assets 10 255,828 383,628
Tangible assets 11 848,785 702,369
Investments 12 1,669,230 769,230

������������ ������������

2,773,843 1,855,227

Current assets
Stocks 13 2,952,629 3,401,415
Debtors 14 1,602,864 2,227,816
Cash at bank and in hand 150,732 121,040

������������ ������������

4,706,225 5,750,271

Creditors: amounts falling due within one year 15 5,578,980 5,877,198
������������ ������������

Net current liabilities 872,755 126,927
������������ ������������

Total assets less current liabilities 1,901,088 1,728,300

Creditors: amounts falling due after more than one year 16 1,000,000 1,200,000
������������ ������������

Net assets 901,088 528,300
������������ ������������

Capital and reserves
Called up share capital 19 2,734,269 1,440,000
Revaluation reserve 20 301,759 164,005
Profit and loss account 20 (2,134,940) (1,075,705)

������������ ������������

Members funds 901,088 528,300
������������ ������������

These financial statements were approved by the board of directors and authorised for issue on 23 May 2017, and are
signed on behalf of the board by:

S Haworth
Director

Company registration number: 5628324

The notes on pages 12 to 20 form part of these financial statements.
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Setco Automotive (UK) Limited

Statement of Changes in Equity

Year ended 31 March 2017

Called up
share capital

Revaluation
reserve

Profit and loss
account Total

Note £ £ £ £
At 1 April 2015 (as previously reported) 1,440,000 167,297 (340,618) 1,266,679
Prior period adjustments – – 40,915 40,915

������������ ������������ ������������ ������������

At 1 April 2015 (restated) 1,440,000 167,297 (299,703) 1,307,594
������������ ������������ ������������ ������������

Loss for the year (779,294) (779,294)
Other comprehensive income for the year:

Reclassification from revaluation reserve to profit and
loss account – (3,292) 3,292 –

������������ ������������ ������������ ������������

Total comprehensive income for the year – (3,292) (776,002) (779,294)

At 31 March 2016 1,440,000 164,005 (1,075,705) 528,300

Loss for the year (1,066,143) (1,066,143)
Other comprehensive income for the year:

Revaluation of tangible assets 11 – 144,662 – 144,662
Reclassification from revaluation reserve to profit and
loss account – (6,908) 6,908 –

������������ ������������ ������������ ������������

Total comprehensive income for the year – 137,754 (1,059,235) (921,481)

Conversion of debt to equity 1,294,269 – – 1,294,269
������������ ������������ ������������ ������������

Total investments by and distributions to owners 1,294,269 – – 1,294,269

������������ ������������ ������������ ������������

At 31 March 2017 2,734,269 301,759 (2,134,940) 901,088
������������ ������������ ������������ ������������

The notes on pages 12 to 20 form part of these financial statements.
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Setco Automotive (UK) Limited

Statement of Cash Flows

Year ended 31 March 2017

2017 2016
£ £

Cash flows from operating activities
Loss for the financial year (1,066,143) (779,294)

Adjustments for:
Depreciation of tangible assets 37,319 30,346
Amortisation of intangible assets 127,800 126,792
Interest payable and similar expenses 802,366 560,442
Gains on disposal of tangible assets (150) (600)

Changes in:
Stocks 448,786 (150,723)
Trade and other debtors 624,952 231,422
Trade and other creditors (149,158) 108,578

������������ ������������

Cash generated from operations 825,772 126,963

Interest paid (802,366) (560,442)
������������ ������������

Net cash from/(used in) operating activities 23,406 (433,479)
������������ ������������

Cash flows from investing activities
Purchase of tangible assets (39,073) (33,745)
Proceeds from sale of tangible assets 150 600
Acquisition of subsidiaries (900,000) –

������������ ������������

Net cash used in investing activities (938,923) (33,145)
������������ ������������

Cash flows from financing activities
Proceeds from issue of ordinary shares 1,294,269 –
Repayments of borrowings (160,442) (433,003)
Proceeds from loans from group undertakings – 958,736
Repayment of loans from group undertakings (188,618) –

������������ ������������

Net cash from financing activities 945,209 525,733
������������ ������������

Net increase in cash and cash equivalents 29,692 59,109
Cash and cash equivalents at beginning of year 121,040 61,931

������������ ������������

Cash and cash equivalents at end of year 150,732 121,040
������������ ������������

The notes on pages 12 to 20 form part of these financial statements.
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Setco Automotive (UK) Limited

Notes to the Financial Statements

Year ended 31 March 2017

1. General information

The company is a private company limited by shares, registered in England and Wales. The address of the
registered office is York Avenue, Haslingden, Rossendale, Lancashire, BB4 4HU.

2. Statement of compliance

These financial statements have been prepared in compliance with FRS 102, 'The Financial Reporting
Standard applicable in the UK and the Republic of Ireland'.

3. Accounting policies

Basis of preparation
The parent company, Setco Automotive Limited, has confirmed that it will provide adequate working capital
facilities to enable the company to trade and meet its obligations as they fall due until at least 30 June 2018. It
has also provided guarantees in support of the company's bank facilities. Consequently, the directors consider
it appropriate to prepare these financial statements on a going concern basis. The financial statements do not
include any adjustments that would result from a withdrawal of of this support.

Consolidated financial statements
The financial statements present information about the company as an individual undertaking. The company
has taken advantage of the exemption in S401 Companies Act 2006 from the obligation to prepare and deliver
consolidated financial statements as the results are included in the accounts of a larger group.

Debtors and creditors receivable/payable within one year

Debtors and creditors with no stated interest rate and receivable or payable within one year are recorded at
transaction price. Any losses arising from impairment are recognised in the profit and loss account in other
administrative expenses.

Judgements and key sources of estimation uncertainty
The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported for assets and liabilities as at the balance sheet date and the
amounts reported for revenues and expenses during the year. However, the nature of estimation means that
actual outcomes could differ from those estimates. These estimates and judgements are continually reviewed
and are based on experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances. Accounting estimates and assumptions are made concerning the future
and, by their nature, will rarely equal the related actual outcome.

Revenue recognition
Turnover comprises the value of sales excluding value added tax and trade discounts.

Revenue is recognised at the date of invoicing to the customers.

Foreign currencies
Transactions in foreign currencies are translated at the exchange rate ruling at the date of the transaction.
Monetary assets and liabilities in foreign currencies are translated at the rates of exchange ruling at the
balance sheet date.  Where exchange differences result from the translation of foreign currency borrowings
raised to acquire foreign assets they are taken to reserves and offset against the differences arising from the
translation of those assets.  All other exchange differences are dealt with through the profit and loss account.
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Setco Automotive (UK) Limited

Notes to the Financial Statements (continued)

Year ended 31 March 2017

3. Accounting policies (continued)

Operating leases
Lease payments are recognised as an expense over the lease term on a straight-line basis. The aggregate
benefit of lease incentives is recognised as a reduction to expense over the lease term, on a straight-line basis.

Intangible assets
Intangible assets are initially recorded at cost, and are subsequently stated at cost less any accumulated
amortisation and impairment losses.  Any intangible assets carried at revalued amounts, are recorded at the
fair value at the date of revaluation, as determined by reference to an active market, less any subsequent
accumulated amortisation and subsequent accumulated impairment losses.

Intangible assets acquired as part of a business combination are recorded at the fair value at the acquisition
date.

Amortisation
Amortisation is calculated so as to write off the cost of an asset, less its estimated residual value, over the
useful life of that asset as follows:

Development costs - Five years commencing when sales begin.

If there is an indication that there has been a significant change in the revenue generation, useful life or
residual value of an intangible asset, the amortisation rate is revised accordingly to reflect the new estimates.

Research and development
Development expenditure incurred on clearly defined projects whose outcome can be assessed with reasonable
certainty is carried forward and amortisation is charged over five years commencing when sales begin.
Other research and development expenditure is written off in the year in which it is incurred.

Tangible assets
Tangible assets are initially recorded at cost, and subsequently stated at cost less any accumulated depreciation
and impairment losses. Any tangible assets carried at revalued amounts are recorded at the fair value at the
date of revaluation less any subsequent accumulated depreciation and subsequent accumulated impairment
losses.

An increase in the carrying amount of an asset as a result of a revaluation, is recognised in other
comprehensive income and accumulated in equity, except to the extent it reverses a revaluation decrease of the
same asset previously recognised in profit or loss. A decrease in the carrying amount of an asset as a result of
revaluation, is recognised in other comprehensive income to the extent of any previously recognised
revaluation increase accumulated in equity in respect of that asset. Where a revaluation decrease exceeds the
accumulated revaluation gains accumulated in equity in respect of that asset, the excess shall be recognised in
profit or loss.

Depreciation
Depreciation is calculated so as to write off the cost or valuation of an asset, less its residual value, over the
useful economic life of that asset as follows:

Freehold property  - 25-40 years straight line
Plant & machinery  - 4-7 years straight line
Computer equipment  - 3 years straight line

Freehold land is not depreciated.

The part of the annual depreciation charge of revalued assets which relates to the surplus over cost is
transferred from the revaluation reserve to the profit and loss account.
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Setco Automotive (UK) Limited

Notes to the Financial Statements (continued)

Year ended 31 March 2017

3. Accounting policies (continued)

Investments
Investments are initially recorded at cost and are subject to an annual impairment review. Profits or losses
arising from disposals of fixed asset investments are treated as part of the results from ordinary activities.

Impairment of fixed assets
A review for indicators of impairment is carried out at each reporting date, with the recoverable amount being
estimated where such indicators exist. Where the carrying value exceeds the recoverable amount, the asset is
impaired accordingly. Prior impairments are also reviewed for possible reversal at each reporting date.

For the purposes of impairment testing, when it is not possible to estimate the recoverable amount of an
individual asset, an estimate is made of the recoverable amount of the cash-generating unit to which the asset
belongs. The cash-generating unit is the smallest identifiable group of assets that includes the asset and
generates cash inflows that largely independent of the cash inflows from other assets or groups of assets.

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

Financial instruments
Financial instruments are classified and accounted for, according to the substance of the contractual
arrangement, as either financial assets, financial liabilities or equity instruments. An equity instrument is any
contract that evidences a residual interest in the assets of the company after deducting all of its liabilities.

Defined contribution plans
The company operates a defined contribution pension scheme.  The amount charged to the profit and loss
account in respect of pension costs is the contributions payable in the year.

4. Turnover

Turnover arises from:
2017 2016
£ £

Sale of goods 3,768,464 3,937,753
������������ ������������

The percentage of turnover attributable to overseas markets was 53% (2016: 53%).

5. Operating profit

Operating profit or loss is stated after charging:
2017 2016
£ £

Amortisation of intangible assets 127,800 126,792
Depreciation of tangible assets 37,319 30,346
Gains on disposal of tangible assets (150) (600)
Impairment of trade debtors 3,668 6,012
Foreign exchange differences 22,146 146,462

������������ ������������
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Setco Automotive (UK) Limited

Notes to the Financial Statements (continued)

Year ended 31 March 2017

6. Auditor's remuneration

2017 2016
£ £

Fees payable for the audit of the financial statements 8,500 8,500
������������ ������������

Fees payable to the company's auditor and its associates for other services:
Other non-audit services 2,500 2,000

������������ ������������

7. Staff costs

The average number of persons employed by the company during the year, including the directors, amounted
to:

2017 2016
No. No.

Production staff 10 8
Distribution staff 1 1
Administrative staff 18 20

������������ ������������

29 29
������������ ������������

The aggregate payroll costs incurred during the year, relating to the above, were:
2017 2016
£ £

Wages and salaries 566,501 538,891
Social security costs 123,613 133,648
Other pension costs 53,068 52,979

������������ ������������

743,182 725,518
������������ ������������

8. Directors' remuneration

The directors aggregate remuneration in respect of qualifying services was:
2017 2016
£ £

Remuneration 57,863 68,631
Company contributions to defined contribution pension plans 14,707 21,562

������������ ������������

72,570 90,193
������������ ������������

The number of directors who accrued benefits under company pension plans was as follows:
2017 2016

 No. No.
Defined contribution plans 1 1

������������ ������������

9. Interest payable and similar expenses

2017 2016
£ £

Interest on banks loans and overdrafts 105,559 77,766
Other interest payable and similar charges 696,807 482,676

������������ ������������

802,366 560,442
������������ ������������
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Setco Automotive (UK) Limited

Notes to the Financial Statements (continued)

Year ended 31 March 2017

10. Intangible assets

 Development
costs
£

Cost
At 1 Apr 2016 and 31 Mar 2017 878,000

������������

Amortisation
At 1 April 2016 494,372
Charge for the year 127,800

������������

At 31 March 2017 622,172
������������

Carrying amount
At 31 March 2017 255,828

������������

At 31 March 2016 383,628
������������

11. Tangible assets

 Land and
buildings

Plant and
machinery Equipment Total

£ £ £ £
Cost or valuation
At 1 April 2016 770,757 390,201 211,814 1,372,772
Additions – 29,656 9,417 39,073
Disposals – (7,140) – (7,140)
Revaluations 144,662 – – 144,662

������������ ������������ ������������ ������������

At 31 March 2017 915,419 412,717 221,231 1,549,367
������������ ������������ ������������ ������������

Depreciation
At 1 April 2016 162,608 317,226 190,569 670,403
Charge for the year 14,811 9,605 12,903 37,319
Disposals – (7,140) – (7,140)

������������ ������������ ������������ ������������

At 31 March 2017 177,419 319,691 203,472 700,582
������������ ������������ ������������ ������������

Carrying amount
At 31 March 2017 738,000 93,026 17,759 848,785

������������ ������������ ������������ ������������

At 31 March 2016 608,149 72,975 21,245 702,369
������������ ������������ ������������ ������������

Certain fixed assets were included at independent professional valuations undertaken in January 2006.

An updated independent professional valuation of the freehold land and property was undertaken in October
2016 by Parkinson Chartered Surveyors who are a qualified valuer as defined within the RICS Valuation
Professional Standards Manual. This indicated that the aggregate market value was £738,000 compared to the
net book value of £593,338 which resulted in a revaluation surplus of £144,662 which has been recognised in
these financial statements. Given the availability of indexation allowance and losses generally no deferred tax
liability has been recognised.
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Setco Automotive (UK) Limited

Notes to the Financial Statements (continued)

Year ended 31 March 2017

12. Investments

 Shares in
group

undertakings
£

Cost
At 1 April 2016 769,230
Additions 900,000

������������

At 31 March 2017 1,669,230
������������

Impairment
At 1 Apr 2016 and 31 Mar 2017 –

������������

Carrying amount
At 31 March 2017 1,669,230

������������

At 31 March 2016 769,230
������������

Subsidiaries, associates and other investments

The company's subsidiary undertakings are as follows:

Details of
investments

Proportion
held by

company Nature of business

Setco Automotive (NA) Inc 2,625 (2016: 1,500)
shares of $1000

each 100%
Manufacturing and

distribution of
clutches, compressors,

hydraulic pressure
converters and

miscellaneous parts.

This company is incorporated and based in the USA.

The capital and reserves and profit/(loss) for the subsidiary company as at 31 March 2017 was as follows:

Loss for the
year Capital and reserves

£ £
Setco Automotive (NA) Inc (291,999) 1,613,394

13. Stocks

2017 2016
£ £

Goods for re-sale and consumables 2,952,629 3,401,415
������������ ������������
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Setco Automotive (UK) Limited

Notes to the Financial Statements (continued)

Year ended 31 March 2017

14. Debtors

2017 2016
£ £

Trade debtors 696,274 764,898
Amounts owed by group undertakings 871,304 1,436,445
Prepayments and accrued income 25,543 26,323
Other debtors 9,743 150

������������ ������������

1,602,864 2,227,816
������������ ������������

Amounts due from group undertakings are repayable on demand but are not wholly recoverable within one
year.

15. Creditors: amounts falling due within one year

2017 2016
£ £

Bank loans and overdrafts 600,696 761,138
Trade creditors 101,007 186,103
Amounts owed to group undertakings 4,770,262 4,758,880
Accruals and deferred income 78,628 103,332
Social security and other taxes 25,494 64,549
Other creditors 2,893 3,196

������������ ������������

5,578,980 5,877,198
������������ ������������

16. Creditors: amounts falling due after more than one year

2017 2016
£ £

Amounts owed to group undertakings 1,000,000 1,200,000
������������ ������������

17. Secured indebtedness

2017 2016
£ £

Aggregate amount of secured liabilities 600,696 761,138
������������ ������������

18. Employee benefits

Defined contribution plans

The amount recognised in profit or loss as an expense in relation to defined contribution plans was £53,068
(2016: £52,979).
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Setco Automotive (UK) Limited

Notes to the Financial Statements (continued)

Year ended 31 March 2017

19. Called up share capital

Authorised share capital

 2017 2016
 No. £ No. £
Ordinary shares of £1 each 1,000,000 1,000,000 1,000,000 1,000,000
Ordinary "A" shares of £1 each 1,000,000 1,000,000 1,000,000 1,000,000
Ordinary Unclassified shares of £1 each 250,000 250,000 250,000 250,000
5 1/2% Redeemable Preference Shares
shares of £1 each 750,000 750,000 750,000 750,000

������������ ������������ ������������ ������������

3,000,000 3,000,000 3,000,000 3,000,000
������������ ������������ ������������ ������������

Issued, called up and fully paid

 2017 2016
 No. £ No. £
Ordinary shares of £1 each 2,014,269 2,014,269 720,000 720,000
Ordinary "A" shares of £1 each 720,000 720,000 720,000 720,000

������������ ������������ ������������ ������������

2,734,269 2,734,269 1,440,000 1,440,000
������������ ������������ ������������ ������������

Share movements

 No. £
Ordinary
At 1 April 2016 720,000 720,000
Issue of shares 1,294,269 1,294,269

������������ ������������

At 31 March 2017 2,014,269 2,014,269
������������ ������������

The number of shares outstanding at the year end date for all other classes of shares is consistent with the prior
year.

The various classes of shares rank pari passu except in certain respects, the principal ones being as follows:

1. In a general meeting of the company, the ordinary shares carry one vote per share, the "A" ordinary shares
carry nine votes per share and the preference shares generally carry no voting rights.

2. Any preference shares in issue have certain preferential rights in relation to dividends and return of capital
on a winding up of the company.

WEW Holdings Limited owns 640,000 (88.89%) of the "A" ordinary shares and Setco Automotive Limited
owns 80,000 (11.11%) of the "A" ordinary shares.

Setco Automotive Limited owns 2,014,269 ordinary shares which represents 100% of the ordinary shares.
During the year a debt of £1,294,269 owed to Setco Automotive Limited was converted into equity by way of
issue of a further 1,294,269 ordinary shares of £1 each at par.
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Setco Automotive (UK) Limited

Notes to the Financial Statements (continued)

Year ended 31 March 2017

20. Reserves

Revaluation reserve - This reserve records the value of asset revaluations and fair value movements on assets
recognised in other comprehensive income.

Profit and loss account - This reserve records retained earnings and accumulated losses.

21. Operating leases

The total future minimum lease payments under non-cancellable operating leases are as follows:
2017 2016
£ £

Not later than 1 year 3,569 4,668
Later than 1 year and not later than 5 years 19,755 26,138

������������ ������������

23,324 30,806
������������ ������������

22. Related party transactions

During the year the company had sales of £1,634 (2016: £22,921) and purchases of £3,101 (2016: £129,671)
with Setco Automotive (NA) Inc and the amount due from that company at the balance sheet date is £871,304
(2016: £1,436,445). During the year the company invested a further £900,000 in the equity of this subsidiary
company by way of a debt for equity conversion.

During the year the company made purchases of £917,164 (2016: £1,272,604) and made sales of £2,885
(2016: £1,110) with the parent company, Setco Automotive Limited. The amount owed to that company at 31
March 2017 within one year was £4,770,262 (2016: £4,758,880) and after more than one year £1,000,000
(2016: £1,200,000).

Amounts due to the parent company over 180 days carry an interest charge of 11.85%. The interest charge for
the year amounted to £696,807 (2016: £482,676).

The parent company has provided a corporate guarantee in support of the company's bank facilities. It has also
confirmed that, if necessary, it will provide adequate working capital facilities to enable the company to
continue to trade for at the least the next twelve months from the date of approval of these financial statements.
In addition, the parent company has agreed to subordinate amounts owed to it in favour of amounts owed to
external creditors.

23. Controlling party

The company's ultimate controlling parent company is Setco Automotive Limited, a company which is
registered in India. There is no one controlling party of this company.
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Setco Automotive (UK) Limited

Management Information

Year ended 31 March 2017

The following pages do not form part of the financial statements.
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Setco Automotive (UK) Limited

Detailed Income Statement

Year ended 31 March 2017

2017 2016
£ £

Turnover 3,768,464 3,937,753

Cost of sales
Purchases 2,418,093 2,421,781

������������ ������������

Gross profit 1,350,371 1,515,972

Overheads
Distribution costs 209,235 210,848
Administrative expenses 1,404,913 1,523,976

������������ ������������

1,614,148 1,734,824

������������ ������������

Operating loss (263,777) (218,852)

Interest payable and similar expenses 802,366 560,442

������������ ������������

Loss before taxation (1,066,143) (779,294)
������������ ������������
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Setco Automotive (UK) Limited

Notes to the Detailed Income Statement

Year ended 31 March 2017

2017 2016
£ £

Distribution costs
Packaging materials 15,084 17,496
Motor vehicle expenses 12,511 11,904
Freight and carriage 181,640 181,448

������������ ������������

209,235 210,848
������������ ������������

Administrative expenses
Directors salaries 54,502 65,731
Directors pensions 14,707 21,562
Wages and salaries 474,641 471,119
Agency labour 1,255 2,041
Redundancy costs 36,103 –
Social security 123,613 133,648
Staff pension contributions 38,361 31,417
Rates and water 28,812 27,899
Light and heat 28,851 30,995
Insurance 22,020 22,776
Repairs and maintenance 33,075 28,266
Production consumables 14,207 13,762
Factory expenses 32,807 34,956
Motor expenses 38,974 42,210
Travel and subsistence – 3,982
Printing postage and stationery 5,817 5,196
Staff training 5,023 2,373
Staff welfare 2,475 1,592
Sundry expenses 3,431 2,554
Communication expenses 12,995 13,663
Computer expenses 19,015 16,970
Advertising 2,420 316
Marketing and sales expenses 177,726 202,750
Entertaining 154 155
Legal and professional fees 27,753 24,683
Auditors remuneration 11,000 10,500
Amortisation of intangible assets 127,800 126,792
Depreciation of tangible assets 37,319 30,346
Gain on disposal of tangible assets (150) (600)
Bad debts written off 3,668 6,012
Bank charges 4,393 3,848
Foreign currency losses 22,146 146,462

������������ ������������

1,404,913 1,523,976
������������ ������������

Interest payable and similar expenses
Interest on banks loans and overdrafts 105,559 77,766
Other interest payable and similar charges 696,807 482,676

������������ ������������

802,366 560,442
������������ ������������
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Independent Auditor’s Report 
 
To the Board of Directors and Stockholders 
Setco Automotive (NA), Inc. 
Paris, Tennessee 

We have audited the accompanying financial statements of Setco Automotive (NA), Inc. (a Delaware 
corporation), which comprise the balance sheets as of March 31, 2017 and 2016, and the related 
statements of operations, changes in retained earnings, and cash flows for the years then ended, and 
the related notes to the financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audits to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our qualified audit opinion. 

Basis for Qualified Opinion 

As more fully described in Note 1, E, accounting principles generally accepted in the United States of 
America require that research and development expenses be expensed when incurred. Management 
has informed us that these expenses are being amortized over three years in order to comply with 
generally accepted accounting principles in the United Kingdom. If accounting principles generally 
accepted in the United States of America had been followed for the year ended March 31, 2017, net 
income would increase by $177,949 and  assets as of March 31, 2017 would decrease by $163,474. For 
the year ended March 31, 2016, net income would increase by $240,820 and assets as of March 31, 
2016 would decrease by $355,898. 
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Qualified Opinion 

In our opinion, except for the effects of amortizing research and development costs as discussed in the 
Basis for Qualified Opinion paragraph, the financial statements referred to in the first paragraph present 
fairly, in all material respects, the financial position of Setco Automotive (NA), Inc. as of March 31, 2017 
and 2016, and the results of its operations and its cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 

Sincerely, 

 
Alexander Thompson Arnold PLLC 
Paris, Tennessee 
 
May 17, 2017 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



2017 2016
ASSETS

Current assets
Cash 93,227$              148,070$            
Accounts receivable 1,155,189           842,085              
Inventory 4,102,048           4,289,580           
Other current assets 81,436              67,630               

Total current assets 5,431,900         5,347,365          

Property and equipment
Land and buildings 1,159,390           1,159,390           
Machinery and equipment 1,551,212         1,511,967          

Total property and equipment 2,710,602           2,671,357           
Less: accumulated depreciation (1,666,286)        (1,553,270)         
Net property and equipment 1,044,316         1,118,087          

Other assets
Deferred research and development costs 163,474              355,898              
Deferred income tax asset 642,554              329,157              
Goodwill 1,281,000         1,281,000          

Total other assets 2,087,028         1,966,055          

Total assets 8,563,244$        8,431,507$        

LIABILITIES
Current liabilities

Accounts payable 1,276,903$         770,948$            
Notes payable, current portion 3,221,582           3,493,518           
Accrued and withheld payroll taxes 27,648                29,383                
Accrued expenses 70,810                138,115              
Accrued warranty 15,000              15,000               

Total current liabilities 4,611,943         4,446,964          

Long-term liabilities
Notes payable, net of current portion 48,213                51,078                
Due to affiliates 1,885,216         2,675,390          

Total long-term liabilities 1,933,429         2,726,468          

Total liabilities 6,545,372         7,173,432          

STOCKHOLDERS' EQUITY
Common stock 2,625,000           1,500,000           
Retained earnings (deficit) (607,128)           (241,925)            

Total stockholders' equity 2,017,872         1,258,075          

Total liabilities and stockholders' equity 8,563,244$        8,431,507$        

SETCO AUTOMOTIVE (NA), INC.
BALANCE SHEETS

March 31, 2017 and 2016

The accompanying notes are an integral part of these financial statements.
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% %
Sales 5,278,764$    100.00 5,547,201$     100.00

Cost of sales
Material cost 2,080,678       39.42    2,177,375       39.25    
Labor cost 677,267          12.83    663,876          11.97    
Other manufacturing costs 311,518        5.90    374,117          6.74    

Total cost of sales 3,069,463     58.15  3,215,368       57.96  

Gross profit 2,209,301     41.85  2,331,833       42.04  

Operating expenses
Salaries and wages 1,065,388       20.18    916,554          16.52    
Employee benefits 340,932          6.46      354,594          6.39      
Payroll taxes 93,656            1.77      140,411          2.53      
Depreciation 118,540          2.25      114,958          2.07      
Amortization 177,949          3.37      240,820          4.34      
Rent 8,737              0.17      8,057              0.15      
Communications 24,233            0.46      28,074            0.51      
Advertising 49,015            0.93      103,221          1.86      
Shipping 41,748            0.79      52,935            0.95      
Taxes and licenses 51,596            0.98      83,168            1.50      
Supplies 23,787            0.45      29,205            0.53      
Travel 132,264          2.51      166,428          3.00      
Insurance 71,297            1.35      56,186            1.01      
Professional fees and outside services 179,319          3.40      135,156          2.44      
Other operating expenses (58,763)         (1.11)  85,613            1.54    

Total operating expenses 2,319,698     43.96  2,515,380       45.34  

Loss from operations (110,397)       (2.11)  (183,547)         (3.30)  

Other income (expense)
Foreign exchange gain (11,356)           (0.22)    75,511            1.36      
Other income 10,074            0.19      3,308              0.06      
Gain on sale of property and equipment -                      -       3,251              0.06      
Bad debts 1,718              0.03      (1,457)             (0.03)    
Interest expense (568,639)       (10.77) (554,006)         (9.99)  

Total other expense (568,203)       (10.77) (473,393)         (8.54)  

Loss before provision for income taxes (678,600)         (12.88)  (656,940)         (11.84)  
Benefit for income taxes (313,397)       (5.94)  (300,376)         (5.41)  

Net loss (365,203)$      (6.94)  (356,564)$       (6.43)  

2017 2016

SETCO AUTOMOTIVE (NA), INC.
STATEMENTS OF OPERATIONS

For the years ended March 31, 2017 and 2016

The accompanying notes are an integral part of these financial statements
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2017 2016

Retained earnings - beginning (deficit) (241,925)$           114,639$            
Net loss (365,203)           (356,564)            

Retained earnings - ending (deficit) (607,128)$          (241,925)$          

SETCO AUTOMOTIVE (NA), INC.
STATEMENTS OF CHANGES IN RETAINED EARNINGS

For the years ended March 31, 2017 and 2016

The accompanying notes are an integral part of these financial statements
-5-



2017 2016
Cash Flows from Operating Activities
Net loss (365,203)             (356,564)$           
Adjustments to reconcile net income to net cash
 provided by operating activities

Depreciation 118,540              114,958              
Amortization 177,949              240,820              
Bad (debts) recoveries (1,718)                 1,457                  
Deferred income taxes (313,397)             (326,397)             
(Increase) decrease in assets
Accounts receivable (311,386)             306,146              
Inventory 187,532              304,775              
Other current assets (13,806)               (37,403)               
Increase (decrease) in liabilities
Accounts payable 505,955              (163,394)             
Accrued and withheld payroll taxes (1,735)                 16,785                
Other accrued expenses (67,305)             43,094               

Net cash provided (used) by operating activities (84,574)             144,277             

Cash Flows from Investing Activities
Purchase of property and equipment (44,769)               (94,075)               
Deferred research and development costs 14,475              -                         

Net cash used by investing activities (30,294)             (94,075)              

Cash Flows from Financing Activities
Amount borrowed - notes payable 22,925                2,233,138           
Payments on notes payable and line of credit (297,726)             (2,053,612)          
Amount borrowed from affiliates 340,099              301,775              
Payments on debt (5,273)               (646,107)            

Net cash provided (used) by financing activities 60,025              (164,806)            

Decrease in cash (54,843)             (114,604)            

Cash - beginning 148,070            262,674             

Cash - ending 93,227$             148,070$           

Supplementary information
Interest paid 568,639$           554,006$           

Income taxes paid -                         -                         

SETCO AUTOMOTIVE (NA), INC.
STATEMENTS OF CASH FLOWS

For the years ended March 31, 2017 and 2016

The accompanying notes are an integral part of these financial statements
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SETCO AUTOMOTIVE (NA), INC. 
NOTES TO FINANCIAL STATEMENTS 

March 31, 2017 and 2016 

- 7 - 
 

 
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
A. Reporting Entity and Basis of Accounting 

  
The Company sells clutches and other automotive parts throughout the world with the majority of 
sales in North America. 
 
The financial statements are prepared on the accrual method of accounting in that revenues are 
recognized when earned and expenses are recognized when incurred. 
 

B. Allowance for Doubtful Accounts 
 
An allowance for doubtful accounts has not been accrued at this financial statement date. The direct 
write-off of bad accounts is made at the end of each fiscal year. Although this practice is not in 
accordance with generally accepted accounting principles it does not distort the presentation by a 
material amount. For the year ended March 31, 2017, bad debts charged off were $1,718. For the 
year ended March 31, 2016 bad debt recoveries were $1,457. 

 
C. Inventory 

 
Inventories include raw material and finished goods and are stated at the lower of cost (weighted 
average) or market. Manufactured finish goods inventory includes all direct costs such as labor and 
materials, indirect costs related to production and a capacity charge reflecting other costs incurred at 
the facility. Purchased finished goods inventory consists of clutch parts. Inventory has a salability and 
obsolescence allowance based upon a historical disposal percentage. Inventory is written off in the 
period in which disposal occurs. 
 

D. Depreciation 
 
Depreciation is charged against income at an amount equal to the estimated cost of usage over the 
estimated life of the asset. The Company uses the straight-line method of depreciation. The 
estimated lives of the classes of assets are: 
 
 Class Estimated Life 
 Buildings 39 Years 
 Machinery and equipment 5 - 10 Years 
 

E. Amortization 
 
Research and development costs are amortized over three years beginning on April 1, 2014. The 
amortization of research and development costs is not in accordance with generally accepted 
accounting principles in the United State of America. The Company is in the process of developing 
products for customers in Mexico and South America. For the year ended March 31, 2014 
development costs of $288,635 were deferred and will be amortized over three years beginning with 
the year ended March 31, 2015. For the year ended March 31, 2015 development costs of $245,212 
were deferred and will be amortized over the next three years. No new development costs were 
incurred for the years ended March 31, 2017 or 2016. 
 
 
 



SETCO AUTOMOTIVE (NA), INC. 
NOTES TO FINANCIAL STATEMENTS 

March 31, 2017 and 2016 
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F. Goodwill 
 
Goodwill is the excess of the purchase price of the Haldex Brake Products, Inc. non-core lines over 
the amounts assigned to assets acquired and liabilities assumed in that purchase. Goodwill is tested 
annually for impairment during the fourth quarter and will be tested for impairment between annual 
tests if an event occurs or circumstances change that more likely than not would indicate the carrying 
amount may be impaired. As of March 31, 2017 and 2016 goodwill is not considered to be impaired. 
 

G. Income Taxes 
 
Income taxes are provided for the tax effects of transactions reported in the financial statements and 
consist of state and federal taxes currently due plus deferred taxes related primarily to differences in 
the methods of accounting for depreciation and amortization. Different lives and methods of 
depreciating and amortizing certain assets are used for tax purposes than are used for financial 
statement purposes. 
 
Management has determined that the Company does not have any uncertain tax positions and 
associated unrecognized benefits that materially impact the financial statements or related 
disclosures. Since tax matters are subject to some degree of uncertainty, there can be no assurance 
that the Company’s tax returns will not be challenged by the taxing authorities and that the Company 
or its stockholders will not be subject to additional tax, penalties, and interest as a result of such 
challenge.  
 

H. Concentration of Credit Risk 
 
The Company maintains cash balances in multiple accounts at two banks. Any loss that would have 
resulted from that risk at March 31, 2017 for the excess of the deposit liabilities reported by the banks 
over the amounts that would have been covered by federal insurance. Concentrations of credit with 
respect to trade receivables are limited due to the large number of customers comprising the 
Company’s customer base. However, one customer accounted for 53% of the total accounts 
receivable balance at March 31, 2017 and 49% of the total accounts receivable balance at March 31, 
2016. Credit losses, when realized, have been within the range of the Company’s expectations and, 
historically, have not been significant. 

 
I. Use of Estimates 

 
The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect certain reported amounts and 
disclosures. Accordingly, actual results could differ from those estimates. 

  
J. Advertising 

 
The Company expenses the cost of advertising and other promotional costs as incurred. None of the 
expenses included any direct-response advertising. 
 

K. Warranty Reserve 
 
The Company’ policy is to record a liability for estimated warranty expense based on the last two 
year’s historical cost of warranty work.  
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NOTES TO FINANCIAL STATEMENTS 

March 31, 2017 and 2016 
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L. Subsequent Events 
 
Management has evaluated subsequent events through May 10, 2017, the date the financial 
statements were available to be issued. 

 
NOTE 2 - INVENTORY 
 
The following are year-end inventories valued at the lower of cost or market: 

 
 2017  2016 
 

Raw material and bought out component inventory $ 3,263,622 $ 3,160,703 
Semi-finished component stock  378,958  413,398 
Store and packing material  110,321  128,453 
Finished goods  424,439  662,318 
Less reserve for obsolescence ( 75,292) ( 75,292) 
Total $ 4,102,048 $ 4,289,580 

 
NOTE 3 – NOTES PAYABLE 
 
Notes payable at March 31, 2017 are as follows: 
 
   Principal Interest     Maturity 
      Lender   Balance Rate        Date Collateral 
 
Bank of Baroda $ 3,200,207  7.50%  1/31/2018 Accounts receivable, inventory 
        equipment, real estate, 
        corporate guarantee of Parent, 
        personal guarantee 
        of stockholder of Setco, 
        India 
Ally Financial  23,473  6.34%  2/27/2022 2016 Jeep Cherokee 
Ford Motor Credit  19,459  1.90%  6/04/2022 Ford Fusion 
Ford Motor Credit  26,656  0.00%  4/08/2019 3 Ford vehicles  
Total  $ 3,269,795             
 
Notes payable at March 31, 2016 are as follows: 
 
   Principal Interest     Maturity 
      Lender   Balance Rate        Date Collateral 
 
Bank of Baroda $ 3,476,206  7.50%  1/31/2017 Accounts receivable,  
        inventory, equipment, real 
        estate, corporate  
        guarantee of  Parent, 
        personal guarantee 
        of stockholder of Setco, 
        India 
Ally Financial  28,940  6.34%  2/27/2022 2016 Jeep Cherokee 
Ford Motor Credit  39,450  0.00%  4/08/2019 3 Ford vehicles  
Total  $ 3,544,596             



SETCO AUTOMOTIVE (NA), INC. 
NOTES TO FINANCIAL STATEMENTS 

March 31, 2017 and 2016 
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The Company has a $3,200,000 revolving line of credit with the Bank of Baroda. The maximum 
borrowing on these notes at any time may not exceed 75% of total inventory plus trade accounts 
receivable less trade accounts payable.  

 
The following is the aggregate maturities of all long-term borrowings for the next five years: 
  
 2018 $ 3,221,582 

 2019  21,743 
 2020  9,603 
 2021  9,481 
 2022  7,386  
 Total $ 3,269,795  

 
NOTE 4 – INCOME TAXES 

 
Provision (benefit) for income taxes consists of the following: 
 
 2017 2016 
Current federal income tax $ - $ - 
Deferred federal income tax ( 263,745) ( 252,787) 
Tennessee excise tax    -    - 
Deferred Tennessee excise tax ( 49,652) (   47,589) 
 Total ($ 313,397) ($ 300,376) 
 
The income tax provision is reconciled to that computed by applying statutory rates to income before 
income taxes, as shown below 
 2017 2016 
 
Income (loss) before income taxes ($ 678,600) ($ 656,940) 
Expected federal income tax rate  34.00%  32.42% 
Expected federal income tax ( 230,724) ( 212,980) 
Effect of non-deductible expenses  4,233  3,307 
Effect of goodwill amortization ( 27,687) ( 27,687) 
Other adjustments ( 9,567) ( 15,427)  
State income taxes ( 49,652) ( 47,589) 

Total ($ 313,397) ($ 300,376) 
 
Deferred tax liabilities have been provided on taxable temporary differences related to accumulated 
depreciation. Deferred tax assets have been provided on taxable temporary differences related to net 
operating loss carryovers. Deferred tax liabilities and assets consist of the following and have been 
netted on the balance sheets: 
 2017 2016 
 
Deferred tax liability - depreciation $ 81,328 $ 83,904 
Deferred tax liability – research and development  71,126  150,320 
Deferred tax asset - net operating loss ( 795,008) ( 563,381) 
 
 ($ 642,554) ($ 329,157) 
 
 



SETCO AUTOMOTIVE (NA), INC. 
NOTES TO FINANCIAL STATEMENTS 

March 31, 2017 and 2016 

- 11 - 
 

 
The following is a schedule of federal and state net operating loss carryovers to March 31, 2018: 
 
Year Expiring Federal  Tennessee 

2029 $ 680,397 $ 621,571 
2028  599,764  527,196  
2027  281,596  88,789 
2026  367,982  577,239 
Total $ 1,929,739 $ 1,814,795 

 
NOTE 5 – CAPITAL STOCK 
 
As of March 31, 2017 2,625 shares of common stock had been issued at a par value of $2,625,000. At 
March 31, 2016 1,500 shares of common stock had been issued for a total par value of $1,500,000. 
During the year ended March 31, 2017 an additional 1,125 shares were issued to Setco Automotive (UK) 
Ltd. In exchange for the retirement of $1,125,000 of debt owed to Setco Automotive (UK) Ltd. 
 
NOTE 6 – RETIREMENT PLANS 
 
On January 1, 2007 the Company adopted identical safe-harbor 401K plans for union and non-union 
employees. All employees employed on January 1, 2007 are immediately eligible to participate. 
Employees hired after that date will be eligible the first day of the month following one year of 
employment if they worked at least 1,000 hours during that year. Employees are 100% vested in all 
accounts. Deferrals are permitted up to the maximum amount allowed by the Internal Revenue Code and 
Roth deferrals are also permitted. The plans permit hardship distributions under certain circumstances 
and in-service distributions are permitted from fully vested accounts once the participant reaches age 59 
½. The plans allow for a discretionary employer match contribution. There were no employer match 
contributions made to the plans for the years ended March 31, 2017 and 2016. 
 
NOTE 7 – RELATED PARTIES 

 
Setco Automotive (NA), Inc. is a wholly owned subsidiary of Setco Automotive (UK), LTD. Setco 
Automotive (UK), LTD is a subsidiary jointly owned by Setco Automotive, LTD (20%) and WEW Holdings, 
Ltd., Mauritius (80%). As of March 31, 2017 and 2016 the Company owed the following balances to these 
affiliates: 
 2017  2016 
 
Setco Automotive (UK), LTD $ 1,156,360 $ 2,108,758 
Setco Automotive, LTD  728,856  566,632 
Total $ 1,885,216 $ 2,675,390 
 
The liabilities are the result of cash advances from the related companies and the purchase of inventory. 
No repayment terms have been set as of March 31, 2017, and thus are considered to be long-term. 
Interest is paid on these notes at 11.85% per annum. 
 
For the year ended March 31, 2017 the Company purchased $361,954 of inventory from Setco 
Automotive, LTD. For the year ended March 31, 2016 the Company purchased $463,481 of inventory 
from Setco Automotive, LTD. At March 31, 2017 accounts payable included $549,198 owed to Setco 
Automotive, LTD. At March 31, 2016 accounts payable included $391,231 owed to Setco Automotive, 
LTD. 
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NOTE 8 – CONCENTRATIONS 
 
For the year ended March 31, 2017 the Company had sales to Caterpillar, Inc. and its affiliates of 
$2,167,972. For the year ended March 31, 2016 the Company had sales to Caterpillar, Inc. and its 
affiliates of $2,045,141. 
 
NOTE 9 – FAIR MARKET VALUE OF REAL ESTATE 
 
As of March 31, 2017 the real estate owned by Setco Automotive (NA), Inc. was valued at $1,950,000. 
That is $1,146,485 more than book value. 
 
NOTE 10 – NON-CASH TRANSACTIONS 
 
The exchange of $1,125,000 of common stock for debt referenced in Note 5 is a non-cash transaction. 




















































