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1. Management report

The directors are pleased to submit their report together with the financial statements of Mitsubishi Electric
R&D Centre Europe B.V. (hereinafter ‘the company’ or ‘MERCE’) for the year ended 31 March 2022.

General

MERCE is a company with limited liability, which was founded in the Netherlands on 15 September 1995,
whose 90% shares are owned by Mitsubishi Electric Corporation (‘MELCO’), Japan and 10% shares by
Mitsubishi Electric Europe B.V. (‘MEU’), the Netherlands. The statutory seat of the company is Schiphol-Rijk
and the address is Capronilaan 46, Schiphol-Rijk, the Netherlands. The company has two operating
branches in France (*"MERCE-FR’) and the UK (*‘MERCE-UK").

Activities and financial performance financial year 2021/2022

MERCE is managing its activities with continuous improvement of ethics, safety and health guidelines via
regular management committees and external and internal audits. It conducted e-learning programs for
all the employees, such as on competition law, GDPR, information security management, trademarks &
trade compliance, and anti-bribery & conflict of interest during this year. Recruitment of new researchers
and management of individual talents was being conducted in line with R&D plan. European academic and
university collaborations have been exploited to understand the latest technology trends and create new
ideas for the future MELCO businesses. Standardization activities are also conducted in line with patenting

of competitive technologies of MERCE.

1) CIS (Communication & Information Systems) division at MERCE-FR conducted R&D activities on
communication and information technologies and systems, to create and strengthen train
communication and signalling businesses, factory network and software engineering businesses,
automotive communication and control businesses, satellite communication businesses by targeting
anti-fragile innovations from trans-disciplinary approaches mixing fundamental technologies like

5G, formal methods and distributed cooperation.

2) PES (Power Electronic Systems). division at MERCE-FR conducted R&D activities on power electronic
technologies and systems to strengthen and expand power module business by targeting value-
added technologies for highly integrated conversion, reliability and robustness as vigifglgliatmestics
and prognostics. PES is assisting MELCO to understand aerospace ecosystem and technologﬁtgsu“:,ﬁ:;wv:am
trends. The self-healing concept has been started to research as fundamental development 8¢rAugust 2022
future module and converter businesses. also refers.
KPMG Accountants N.V:
3) EES (Environment & Energy Systems) division at MERCE-UK strengthened cooperation and HVAC
system development with M-ACE, other MELCO factories in Europe and MEU sales branches.
Division worked on key-technology research for ATW (Air-To-Water) heat pump and systems for
zero-energy buildings/houses (ZEB/ZEH) utilizing the House-type HVACS Evaluation Facility of
M-ACE or research institutes. Fundamental research on water circuit reliability continued strongly.
EES continued to pursue the aim of a sustainable and comfortable society, in particular by the

objective of energy independence.
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In the financial year 2021/2022, MERCE achieved EUR 14 million of sales, EUR 2,5 million profit after tax.
This was achieved by the two operating branches, MERCE-FR achieved EUR 11,1 million of sales, EUR 2,1
million of profit after tax in MERCE-FR, and EUR 2.9 million (GBP 2,5 million) of sales and EUR 0,4 million
(GBP 0,3 million) of profit after tax in MERCE-UK.

The company'’s solvency ratio measured as: Total liabilities/Equity amounts to 18.5% (2020/2021: 17,7%).
The net profit percentage was 18% (2020/2021: 15,7%), the return on equity percentage was 8,3%
(2020/2021: 7,4%).

The R&D activities are predetermined based on the agreement with the parent company before the start of
the company'’s financial year. All the results are provided to the parent company without any risks on direct
and immediate business contribution by its own. The company’s total assets increased from EUR 34,3 million

to EUR 36,1 million, which reflects steady growth for the company.

Investments and divestments
During the financial year 2021/2022, MERCE invested EUR 558 thousand in machinery and equipment and
divested EUR 304 thousand as presented under the tangible fixed assets.

Risk management, risk profile and risk appetite

The board of directors, under the supervision of the main shareholder MELCO, has overall responsibility
and sets rules for the company’s risk management and control systems. They are reviewed regularly to
reflect changes in (market) conditions and the company’s activities. The board of directors oversees the
adequacy and functioning of the entire system of risk management and internal control, assisted by MELCO
Group departments.

Strategic risks

MERCE’s involvement in the research of technologies on communication and energy and environment and
the development of new technologies to be applied to MELCO products in a humber of European countries
leads to a number of unavoidable strategic risks that occur naturally. These include geopolitical risks,
market risks and risks in connection with social responsibility and environmental behaviour. Inherent to
this strategy is that MERCE will take risks and be exposed to a variety of factors that directly or indirectly
affect the company's results. However, we believe that because MELCO Group is being active in a number of
segments, each with its own market dynamics, we obtain a certain degree of 'counter cyc ".'"F"S b dtRMEAvdit

o Document to which our report
the activities and hence a somewhat more stable result development. 0002281875/22W00184458AVN dated

31 August 2022

Risk appetite: Low risk appetite also refers.
KPMG Accountants N.V.
Operational risks
The company is exposed to operational risks caused by e.g. supplier risks, IT risks, and risks related to
business and work processes. Management is closely monitoring operational risk factors, to which the

company is exposed to, through a variety of internal control measures to manage such risks effectively.
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Additionally, through cooperation with only trustworthy and well-known parties (e.g. suppliers, service
providers, advisors), we are of the opinion that the afore-mmentioned risks are mitigated to an acceptable

level.
Risk appetite: No risk appetite

Financial risk

The policy of the company regarding the use of financial instruments is to avoid risks. Financial instruments
are not used for trading and spec'ulation purposes. The financial instruments recognized in the financial
statements consists solely primary financial instruments. The company’s financial risks include foreign
currency risks, interest rate risks, credit risks, and liquidity risks. The company is exposed to developments
in the currency markets and to interest-rate developments. With respect to exchange rates, MERCE is
affected primarily by changes in the GBP and JPY value in relation to EUR.

Risk appetite: No risk appetite

Credit risk

Credit risk is the risk of financial loss to the company if a customer or counterparty to a financial instrument
fails to meet its contractual obligations, and arises principally from the company’s receivables from customers
and tax.credit receivables. Receivabies and cash and cash equivalénts contain credit risks. The trade

receivables are primarily concentrated at one major client: MELCO.
Risk appetite: No risk appetite

Liquidity risk

Liquidity risk is the risk that the company will encounter difficulty in meeting the obligations associated with
its financial liabilities that are settled by delivering cash or another financial asset. The cdmpany’sapproach
to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity to meets its
liabilities when due, under both normal and stressed conditions, without incurring unacceptable losses or

risking damage to the reputation of the company.

The company manages its liquidity risk with the view to maintaining a healthy level of casjjgffgtadPMc Audit
. . Document to which our report
equivalents appropriate to the expected cash flows of the company. 0002281875/22W00184458AVN dated

31 August 2022
The company is not exposed to significant liquidity risk. The contractual cash flows of the financial HabHittes

KPMG Accountants N.V.
do not differ significantly from their carrying amounts. The expected contractual cash outflows of current
liabilities fall within one year. Furthermore, management considers the liquidity risk as low in view of the

company’s cash position and, if needed, its access to debt funding sources.

Risk appetite: No risk appetite
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Interest rate risk
As at 31 March 2022 the interest rate risk relates to possible changes in the fair value of the cash held at

banks. The company considers this interest rate risk as low.
The company’s policy is not to use derivative financial instruments to control interest rate fluctuations.
Risk appetite: No risk appetite

Foreign currency risk

The company has exposure to foreign currency risk arising from its financial instruments which are
denominated in foreign currencies; mainly in GBP and JPY. The company’s policy is not to use derivative
financial instruments to control any foreign currency fluctuations. The company considers the foreign
currency risk as low since the transactions of the company are mainly based on EUR, which is the

company's functional currency.
Risk appetite: No risk appetite

Laws and regulations risks

The business areas are geographically represented in a variety of countries and the company is therefore
naturally exposed to a number of legal risks, tax risks and risks in connection with the reporting to public
authorities or other external reporting. Management is closely monitoring the development concerning the
regulatory environment to manage such risks. It is the company’s policy to invest in the knowledge and
experience of its personnel and to share knowledge with other MELCO Group entities. This enables us to
address any regulatory risks. Furthermore, we engage professional experts (e.g. tax advisors, legal

advisors) to assist us in identifying and mitigating regulatory risks.
Risk appetite: No risk appetite

Personnel related information

During the year ended 31 March 2022, the Company employed on aggregate an average of 77 employees
(2020/2021: 74). We refer to note 11 of the financial statements for details about personnel related
information, such as staff categories, number of staff employed, and staff employed outsime KPMG Audit

Document to which our report
Netherlands. 0002281875/22W00184458AVN dated

31 August 2022
During the year ended 31 March 2022 Isao Otsuka was appointed as President of MERCE and a Dirdletofesf

KPMG Accountants N.V.
this Company. Toru Oka resigned as Director representing MELCO and Jun Someya was appointed in this
position. No major changes have been noted in the management policies and operation practices.
From 1 April 2022, Shunji Kurita was appointed as President of MEU and a Director of this Company

replacing Tatsuya Ishikawa.



DocuSign Envelope ID: 71C2A4B2-C5F3-47A6-8F2F-519B5AC3B7C1

Information regarding the aspects of corporate social responsibility
The MELCO Group promotes its corporate social responsibility (CSR) activities based on the conviction that
all business activities must take CSR into consideration. The MELCO Group's Corporate Mission and Seven

Guiding Principles form its basic CSR policies.

We are committed to the MELCO Group’s CSR policies, details of which can be found on MELCO Group’s

website (www.mitsubishielectric.com/company/csr).

We are vigilant in our enforcement of corporate ethics and compliance and constantly work to improve
educational programs and strengthen our internal control system. At the same time, we pursue initiatives
related to quality management, environmental preservation, philanthropy and improved communication

with all stakeholders.

Information concerning application of code of conduct
The Company follows the Code of Business Conduct and Ethics ('the code'). The code has been developed
to ensure the Company adheres the legal and ethical standards that apply to its operations, its work

environment, its business relationships, and its values.

Information regarding male/female ratio of board members

The members of the board of directors are being assigned by the essential stakeholders of MERCE (that is,
MELCO corporate R&D department which is in charge of managing MERCE and MEU which is in charge of
supervising MELCO subsidiaries in Europe) without any discrimination by gender. During 2022, the
management board of the Company did not comprise a female Director and therefore the ratio male/female
stays below 30%. The composition of the Board is considered on a regular basis and if needed, adjusted

based on the knowledge and experience of the Directors.

Outlook

For the financial year 2022/2023, the consolidated outlook reflects sales of EUR 11.2 million for MERCE-FR
and EUR 3,1 million (GBP 2,7 million) for MERCE-UK, which is 1,1% increase in MERCE-FR and 9,6%
increase in MERCE-UK, compared with each corresponding sales in 2021/2022. The increase in Sales is due
to increased Research activity required by the MELCO Group.

m KPMG Audit

. . X Document to which our report
The recent outbreak of the Covid-19 (Coronavirus) continues to impact the global economy and magkgbfersizzwoo18a458aVN dated

At this time, the effects of the Coronavirus on our business have been limited. However, these eveltAugagt 2022
impact our customers, supply chain, workforce and operations of our facilities, our markets and oupRyeftgity.

. KPMG Accountants N.V.
Accordingly, we are closely evaluating the recent developments and will take necessary actions.
Contingency plans are being developed, monitored and implemented. Based on our current knowledge and
available information, we expect Covid-19 to have a very limited Impact on our ability to continue as a going

concern in the future.
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Future outlook for MERCE . .

1)

2)

3)

CIS further reinforces its efforts on system development in factory automation, transportation and
vehicle applications based on competitive cooperation and communication technologies, formal
method technologies and standardization by strengthening the collaborations with MEU branches to
expand MELCQO'’s businesses in these areas.

PES division is further involved in activities on power electronics by establishing diagnostic and
prognostic technologies, heterogeneous integration technologies and model-based design
technologies towards safe and robust products to expand global power electronic systems
businesses of MELCO.

EES division further focuses efforts towards sustainable & comfortable society in Europe, specifically
Energy Autarky (energy independence), with ZEB/ZEH and district energy systems, mainly based
on thermal management, water based HVAC system and IAQ (Indoor Air Quality) & comfort

technologies.

The average number of employees, investments and R&D budget are expected to be comparable to
2021/2022.

Schiphol-Rijk, 31st August 2022.
Mitsubishi Electric R&D Centre Europe B.V.

DocuSigned by:

Ji:

DocuSigned by:

Z 9 e

. AS1C542811044AA .. 13CF3DB7BCADA6T... 62F29F356F3CASS...
Isao Otsuka Jun Someya Shunji Kurita
Director-A and Director-A Director-B

President of MERCE

LhAs]  KPMG Audit
N Document to which our report
0002281875/22W00184458AVN dated
31 August 2022

also refers.
KPMG Accountants N.V.
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FINANCIAL STATEMENTS

KPMG Audit
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2. Financial statements

2.1 Balance sheet as at 31 March, 2022
(before appropriation of result)

31-03-2022 31-03-2021
€ ' €
FIXED ASSETS
Intangible fixed assets: 1 200.276 213.450
Tangible fixed assets: 2 1.207.972 1.092.702
Financial fixed assets: 3 8.623.700 8.132.756
CURRENT ASSETS
Trade and other receivables: 4 19.042.285 . 17.731.518
Cash and cash equivalents: 5 7.030.375 7.161.762
36.104.608 34.332.188

SHAREHOLDERS' EQUITY 6
Issued and paid up share capital 720.000 720.000
Translation reserve -110.271 -125.202
Other reserves 27.334.983 kblG] 2snen@r2

Document to which our report
Result after taxation 2.522.097  cwiBdsdiBkoor1sassaav dated

30.466.809 291 Pe@ua8 2022

also refers.

KPMG Accountants N.V.
PROVISION . 7 663.549 739.800
CURRENT LIABILITIES 8 4.974.250 4.422.607

36.104.608 34.332.188

The notes on pages 10 to 37 are an integral part of these financial statements.

8
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2.2 Profit and loss account for the period 1-4-2021 until 31-3-2022

L 2021/2022 2020/2021
€ €
Net turnover 9 13.981.267 13.731.450
Other operating income 10 3.373.631 3.076.861
Operating income 17.354.898 16.808.311
Wages and salaries 11 4.505.212 4.771.536
Social security and pension charges 11 2.304.275 2.013.602
Depreciation fixed assets 1,2 548.776 553.560
Other operating expenses 12 7.352.187 7.302.969
Total operating expenses 14.710.450 14.641.667
Operating result 2.644.448 2.166.644
Interest receivable and similar income 13 11.118 25.557
Interest expenses and similar charges 14 -16.468 -3.159
Financial income and expenses -5.350 22.398
Result before tax 2.639.098 2.189.042
Taxes 15 -117.001 -26.911

Result after tax 2.522.097 mal Rr6AviiB 1
Document to which our report

0002281875/22W00184458AVN dated
31 August 2022

also refers.
KPMG Accountants N.V.
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2.3 Notes to the financial statements
General information

Reporting entity and relationship with parent companies
Mitsubishi Electric R&D Centre Europe B.V. is a private limited company, with its registered office in
Schiphol-Rijk and listed in the Dutch Chamber of Commerce trade register under number: 33271172.

Qisclosure of group structure )

90% of the shares of the company are held by Mitsubishi Electric Corporation (‘MELCO’), Japan and the
remaining 10% are held by Mitsubishi Electric Europe B.V., The Netherlands.

The company has two operating branches in France and the United Kingdom (UK), which are included in

these financial statements.

The ultimate parent of the Company is Mitsubishi Electric Corporation (*MELCQ’), Tokyo (Japan).
The financial information of the Company is included in the consolidated financial statements of Mitsubishi
Electric Corporation (*"MELCO’), Tokyo (Japan). The consolidated financial statements can be obtained at

cost at the office of the Company.

The most important activities of the entity
The main activity of Mitsubishi Electric R&D Centre Europe B.V. is research with respect to
technologies on communication and energy and environment, primary for the purpose of its parent

company Mitsubishi Electric Corporation, Japan.

Financial reporting period
The financial reporting period 2021/2022 covers the period from 1 April 2021 until 31 March 2022.

Basis of preparation

The consolidated financial statements of the Company are part of the statutory financial statements of

the Company and have been prepared in accordance with Title 9, Book 2 of the Dutch Civil Code.

The accounting policies applied for measurement of assets and liabilities and determination of results

are based on the historical cost convention, unless otherwise stated in the further accounmcmw}\udit

Document to which our report
0002281875/22W00184458AVN dated
Going concern 31 August 2022
These financial statements have been prepared on the basis of the going concern assumption. also refers.
KPMG Accountants N.V.

10
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Accounting policies for the measurement of assets and liabilities and the determination of

the result

General
Assets and liabilities are measured at nominal value, unless otherwise stated in the further principles.

An asset is recognised in the balance sheet when it is probable that the expected future economic
benefits that are attributable to the asset will flow to the Company and the asset has a cost price or
value of which the amount can be measured reliably. Assets that are not recognised in the balance

sheet are considered as off-balance sheet assets.

A liability is recognised in the balance sheet when it is expected that the settlement of an existing
obligation will result in an outflow of resources embodying economic benefits and the amount necessary
to settle this obligation can be measured reliably. Provisions are included in the liabilities of the
Company. Liabilities that are not recognised in the balance sheet are considered as off-balance sheet
liabilities.

An asset or liability that is recognised in the balance sheet, remains recognised on the balance sheet if a
transaction (with respect to the asset or liability) does not lead to a major change in the economic reality
with respect to the asset or liability. Such transactions will not result in the recognition of results. When
assessing whether there is a significant change in the economic circumstances, the economic benefits
and risks that are likely to occur in practice are taken into account. The benefits and risks that are not

reasonably expected to occur, are not taken into account in this assessment.

An asset or liability is no longer recognised in the balance sheet, and thus derecognised, when a
transaction results in all or substantially all rights to economic benefits and al! or substantially all of the
risks related to the asset or liability are transferred to a third party. In such cases, the results of the
transaction are directly recognised in the profit and loss account, taking into account any provisions
related to the transaction. If assets are recognised of which the Company does not have the legal
ownership, this fact is being disclosed.

Income is recognised in the profit and loss account when an increase in future economic reffald! reraandit

H : T . . . . Document to which our report
to an increase in an asset or a decrease of a liability arises, of which the size can be measured reliaki¥s1s75:22w00184458AVN dated
Expenses are recognised when a decrease in the economic potential related to a decrease in an ass¥tAwgust 2022
an increase of a liability arises, of which the size can be measured with sufficient reliability. also refers.

KPMG Accountants N.V.

Revenues and expenses are allocated to the respective period to which they relate. Revenues are
recognised when the Company has transferred the significant risks and rewards of ownership of the

goods to the buyer.

11
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Use of estimates
In preparing these financial statements, management has made judgements, estimates and assumptions
that affect the application of the accounting principles and the reported amounts of assets, liabilities,

income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are

recognised prospectively.

The following items contain the most significant estimates and judgements: tax (refer to note 3) and

provision (refér to note 7).

Functional and presentation currency
The company has multiple functional currencies, applied by branches. The functional currency of the

UK branch is GBP and the functional currency of the French branch is EUR.
The financial statements are presented in euros (‘EUR’), which is the Company’s functional currency.

The following exchange rates were applied:
31 March 2022: GBP 1 = EUR 1,1821 (31 March 2021: GBP 1 = 1,1748)
2021-2022: GBP 1= EUR 1,1757 (2020-2021: GBP 1 = 1,1208 )

Principles for the translation of foreign currencies

Transactions in foreign currencies
At initial recognition, transactions denominated in a foreign currency are translated into the functional

currency of the Company at the exchange rates at the date of the transactions.

Monetary assets and liabilities denominated in foreign currencies are translated at the balance sheet

date into to the functional currency at the exchange rate applying on that date. Exchange differences

resulting from the settlement of monetary items, or resulting from the translation of monetary items

denominated in foreign currency, are recognised in profit and loss in the period in which the exchange

difference arise. Exempted from this are exchange differences on monetary items that armf KPR Audit

investment in a foreign operation (see below). . '?.;’.T:,';T;‘;Sﬁ::,‘;ﬂ:ﬁi’,:,m
Non-monetary assets and liabilities denominated in foreign currency that are measured based on 31 August 2022
historical cost, are translated into the functional currency at the exchange rates at the date of the alsorefers.

. KPMG Accountants N.V.
transactions.

Non-monetary assets and liabilities denominated in foreign currencies that are measured at current
value, are translated into the functional currency at the exchange rates when the current value is
determined. Exchange rate differences that arise from this translation are directly recognised in equity

as part of the revaluation reserve.
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Foreign operations

The assets and liabilities that are part of the net investment in a foreign operation are translated into the
functional currency at the exchange rate on the reporting date. The revenues and expenses of such a
foreign operation are translated into the functional currency at the exchange rate on the transaction
date. Currency translation differences are directly recognised in the transiation reserve within equity.

When a foreign operation is fully or partially sold, the cumulative amount that relates to that foreign

operation is transferred from the translation reserve to the profit and loss account.

Leases

The Company may enter into finance and operating leases. A lease agreement under which the risks and
rewards of ownership of the leased object are carried entirely or almost entirely by the lessee are
classified as finance leases. All other leases are classified as operating leases. For the lease classification,

the economic substance of the transaction is conclusive rather than the legal form.

At inception of an arrangement, the Company assesses whether the lease classifies as a finance or

operating lease.

Operating leases

If the Company acts as lessee in an operating lease, the leased property is not capitalised. Benefits
received as an incentive to enter into an agreement are recognised as a reduction of rental expense over
the lease term. Lease payments and benefits regarding operating leases are recognised to the profit and
loss account on a straight-line basis over the lease term, unless another systematic basis is more

representative of the time pattern of the benefits from the use of the leased asset.

Financial instruments \

Financial instruments include investments in shares and bonds, trade and other receivables, cash items,
loans and other financing commitments, derivative financial instruments, trade payables and other
amounts payable. These financial statements contain the following financial instruments: trade receivables,

cash items, equity instruments, trade payables and other amounts payable.

Financial assets and liabilities are recognised in the balance sheet at the moment that the|fghffctu@me Audit
. . . . . .. Document to which our report
risks or rewards with respect to that financial instrument originate. 0002281875/22W00184458AVN dated

31 August 2022
Financial instruments are derecognised if a transaction results in a considerate part of the contractatag refers.

KPMG Accountants N.V.
risks or rewards with respect to that financial instrument being transferred to a third party.

Financial instruments (and individual components of financial instruments) are presented in the
financial statements in accordance with the economic substance of the contractual terms.
Presentation of the financial instruments is based on the individual components of financial instruments

as a financial asset, financial liability or equity instrument.
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No hedge-accounting is applied. Financial instruments are initially measured at fair value, including discount
or premium and directly attributable transaction costs. However, if financial instruments are subsequently
measured at fair value through profit and loss, then directly attributable transaction costs are directly

recognised in the profit and loss account at the initial recognition.
After initial recognition, financial instruments are valued in the manner described below.

Dividends to be received from participations and securities not carried at net asset value are recognised
as soon as Mitsubishi Electric R&D Centre Europe B.V. has acquired the right to them.

Trade and other receivables

Receivables are initially valued at the fair value of the consideration to be received. Receivables are
subsequently valued at the amortised cost price. If there is no premium or discount and there are no
transaction costs, the amortised cost price equals the nominal value of the accounts receivable. If
payment of the receivable is postponed under an extended payment deadline, fair value is measured
on the basis of the discounted value of the expected revenues. Provisions for bad debts are deducted

from the carrying amount of the receivable.

Current liabilities
At initial recognition, current liabilities are recognised at fair value. After initial recognition, current
liabilities are measured at amortised cost. If no premium or discount and transaction costs are applicable,

the amortised cost is equal to the nominal value of the liability.

Impairment of financial assets
Trade receivables found not to be individually impaired are collectively assessed for impairment by

: grouping together receivables with similar risk characteristics. In assessing collective impairment, the
Company uses historical trends of the probability of default and the increase of the number of receivables
in its portfolio that are past due for more than 3 years. The outcome is adjusted when management is of
the opinion that current economic and credit conditions are such that it is probable that actual losses will
be higher or lower than the historical trends are suggesting.
The carrying amount of receivables is reduced by an allowance for doubtful debts. Receivables that
appear to be irrecoverable are written off against the .allowance.

Other additions to and withdrawals from the allowance are recognised in the profit and loss account.

%5] KPMG Audit

. - : X Document to which our report
When, in a subsequent period, the amount of an impairment loss decreases, and the decrease can §6z2s1s7522wo0184458AVN dated

related objectively to an event occurring after the impairment was recognised, the decrease in imp3itAugust 2022
loss is reversed through profit or loss ‘(up to the amount of the original amortised cost). also refers.

KPMG Accountants N.V.
Intangible fixed assets
Intangible fixed assets represented purchased software.
Intangible fixed assets are only recognised in the balance sheet when it is probable that the expected
future economic benefits that are attributable to the assets will flow to the Company and the cost of that

assets can be measured reliably.

Intangible fixed assets are measured at acquisition or construction cost, less accumulated amortisation
and impairment losses.
14
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Purchased software is amortized on a straight-line basis over their expected useful economic lives.

The following rates of depreciation are applied:
— Software: 33%

If the expected amortization method, useful economic life and/or residual value are subject to changes
over time, they are treated as a change in accounting estimate.

Expenditures made after the initial recognition of an acquired or constructed intangible fixed asset are
included to the acquisition or construction cost if it is probable that the expenditures will lead to an
increase in the expected future economic benefits, and the expenditures and the allocation to the asset
can be measured reliably. If expenditures do not meet these conditions, they are recognised as an

expense in the profit and loss account.

The accounting principles for the determination and recognition of impairments are included under the

section Impairments of fixed assets.

Tangible fixed assets
Tangible fixed assets are recognised in the balance sheet when it is probable that the expected future
economic benefits that are attributable to the asset will flow to the Company and the cost of that asset

can be measured reliably.

Land and buildings, plant and equipment and other fixed operating assets, are measured at cost, plus other
costs that are necessary to get the assets to their location and condition for their intended use, less
accumulated depreciation and impairment. Expenditure is only capitalised when it extends the useful life

of the asset.

If the payment terms for the purchase price of a tangible fixed asset is beyond normal credit terms, the

cost of the asset is based on the present value of the obligation.

Investment grants are accounted for as deferred income and recognised in the profit and loss account on a

systematic basis over the useful life of the assets. %E] KPMG Audit
Document to which our report

0002281875/22W00184458AVN dated

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of3¢ #algust 2022
item of the tangible fixed assets. Tangible fixed assets under construction and prepayments on tangbefers.

KPMG Accountants N.V.
fixed assets are not depreciated. Depreciation starts as soon as the asset is available for its intended

use, and ends at decommissioning or divestment.

The following rates of depreciation are applied:

— Land and buildings: 10%

— Machinery and equipment: 33%

— Other fixtures and fittings, tools and administrative equipment: 20%

The Company determines the depreciable amount without taking into account a residual value.
15
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Maintenance expenditures are only capitalised when the maintenance leads to extension of the useful life
of the asset and/or future performance units regarding the assets. A provision is recognised for expected
costs of periodic major maintenance to buildings and equipment.

Assets retired from active use are measured at the lower of book value or net realisable value.

Impairments of fixed assets

Tangible and intangible fixed assets are assessed at each reporting date whether there is any indication
of an impairment. If any such indication exists, the recoverable amount of the asset is estimated. The
recoverable amount is the higher of value in use and net realisable value. If it is not possible to assess
the recoverable amount for an individual asset, the recoverable amount is assessed for the cash-

generating unit to which the asset belongs.

When the carrying amount of an asset exceeds its recoverable amount, an impairment loss is
recognised for the difference between the carrying amount and the recoverable amount.

Subsequently, at each reporting date, the entity assesses whether there is any indication that an
impairment loss that was recorded in previous years has been decreased. If any such indication exists,

then the recoverable amount of the asset is estimated.

Reversal of a previously recognised impairment loss only takes place when there is a change in the
assessment used to determine the recoverable amount since the recognition of the last impairment
loss. In such case, the carrying amount of the asset is increased to its recoverable amount, but not
higher than the carrying amount that would have applied (net of depreciation) if no impairment loss had

been recognised in previous years for the asset.
Disposal of fixed assets
Fixed assets available for sale are measured at the lower of their carrying amount and net realisable

value.

Financial fixed assets

The accounting policies for the tax receivable and the deferred tax assets are included undigsfglsl KPMG Audit
. ' . Document to which our report
heading 'Income Tax Expense'. 0002281875/22W00184458AVN dated

31 August 2022
Receivables also refers.

KPMG Accountants N.V.
The accounting policies applied for the valuation of trade and other receivables are described under the

heading 'Financial instruments’
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Cash and cash equivalents
Cash and cash equivalents are measured at nominal value. If cash and cash equivalents are not readily

available, this fact is taken into account in the measurement.

Cash and cash equivalents denominated in foreign currencies are translated at the balance sheet date in
the functional currency at the exchange rate ruling at that date. Reference is made to the accounting

policies for foreign currencies.
There are currently no cash and cash equivalents that are not readily available to the Company.

Share capital
Financial instruments that are designated as equity instruments by virtue of the economic reality are
presented under shareholders’ equity. Payments to holders of these instruments are deducted from the

shareholders’ equity as part of the profit distribution.

Financial instruments that are designated as a financial liability by virtue of the economic reality are
presented under liabilities. Interest, dividends, income and expenditure with respect to these financial
instruments are recognised in the profit and loss as financial income or expense. The purchase of own

shares is deducted from the other reserves.

Current liabilities
The accounting policies applied for the valuation of current liabilities are described under the heading

Financial instruments'.

Revenue recognition

Revenue relates to recharged R&D and headquarter related costs with a mark-up to the parent company
based on project plan. Revenue from services rendered is accounted for in net turnover at the fair value
of the consideration received or receivable, net of allowances and rebates. Revenues are recognised in

the profit and loss account based upon the progress as forecasted.

Gross operating result
~.

o
i

bdd n PMG Audit
! . i i i i i i : Document to which our report
development costs incurred in the financial reporting period are recognised in the income statemenfgozzs1a7s22wo0184458aVN dated

31 August 2022

The company does not engage in capitalised research and development programmes. Res

Wages also refers.
KPMG Accountants N.V.
Employee benefits are charged to the profit and loss account in the period in which the employee
services are rendered and, to the extent not already paid, as a liability on the balance sheet. If the
amount already paid exceeds the benefits owed, the excess is recognised as a current asset to the
extent that there will be a reimbursement by the employees or a reduction in future payments by the

Company.

For benefits with accumulating rights, sabbatical leave, possibly transitional compensation (applicable if it
is very probable when entering into a temporary employment contract, that the contract will not be renewed),
profit-sharing and bonuses the projected costs are taken into account during the employment.
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An expected payment resulting from profit-sharing and bonus payments is recognised if the obligation for
that payment has arisen on or before the balance sheet date and a reliable estimate of the liabilities can be
made. Contributions received as a result of a life-course savings scheme ('levensioopregeling') are taken into

account in the period in which the contributions are due.

If a benefit is paid in case of non-accumulating rights (e.g., continued payment in case of sickness or disability)
the projected costs are recognised in the period in which such benefit is payable. For existing commitments

at the balance sheet date to continue the payment of benefits (including termination benefits) to employees
who are expected to be unable to perform work wholly or partly due to sickness or disability in the future,

a provision is recognised.

The recognised liability relates to the best estimate of the expenditure necessary to settle the obligation at
the balance sheet date. The best estimate is based on contractual agreements with employees (collective
agreement and individual employment contract). Additions to and reversals of liabilities are charged or

credited to the profit and loss account.

If the effect of time value is material, the liability should be measured at present value of the expenditure
expected to be required to settle the obligation. The pre-tax discount rate used for discounting reflects the
current market interest rate. Herein the risks that have already been taken into account in estimating

future expenditure, are not included.

For disability risks that are insured, a provision is recognised for the part of the insurance premiums
payable in the future that is directly attributable to the individual claims record of the Company.

If no reliable estimate can be made of the part of the insurance premiums payable in the future that is
directly attributable to the individual claims record of the entity to be paid in the future, no provision is

recognised.

Foreign pension plans
Pension plans that are comparable in design and functioning to the Dutch pension system, having a strict
segregation of the responsibilities of the parties involved and risk sharing between the said parties (the

Company, the fund and its members) are recognised and measured in accordance with Dutch pension

plans. m KPMG Audit

Document to which our report
0002281875/22W00184458AVN dated

For foreign pension plans that are not comparable in design and functioning to the Dutch pension 31 August 2022
system, a best estimate is made of the liability as at balance sheet date. This liability is measured @Wottfers-

. . . . KPMG Accountants N.V.
basis of an actuarial measurement principle generally accepted in the Netherlands.

Basic principle is according to the Dutch pension system that the pension charge to be recognised for the
reporting period is equal to the pension contributions payable to the pension provider over the period.

In so far as the payable contributions have not yet been paid as at balance sheet date, a liability is recognised.
If the contributions already paid at balance sheet date exceed the payable contributions, a receivable is
recognised to account for any repayment by the fund or settlement with contributions payable in future.
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If, on the basis of an administration agreement with respect to a group plan, there is an obligation at balance
sheet date, a provision is recognised when it is probable that the measures, which are necessary for the
recovery of the existing funding ratio at balance sheet date, will result in an outflow of resources and the

amount thereof can be estimated reliably.

If there are adjustments to rights accrued as at the balance sheet date arising from future salary
increases that are already committed to at the balance sheet date and which shall be paid by the

Company, a provision is recognised.

In addition, a provision is included as at balance sheét date for existing additional commitments to the
fund and the employees, provided that it is probable that there will be an outflow of funds for the
settlement of the commitments and it is possible to reliably estimate the amount of the commitments.
The existence or non-existence of additioﬁal commitments is assessed on the basis of the administration
agreement concluded with the fund, the pension agreement with the employees and other (explicit or
implicit) commitments to the employees. The provision is measured at the best estimate of the present
value of the anticipated costs of settling the commitments as at balance sheet date. The pre-tax discount
rate reflects the market interest rate at the balance sheet date of high quality corporate bonds.

Risks that have already been taken into account in estimating future expenditure are not included in the

discount rate.

For any surplus at the pension provider as at balance sheet date, a receivable is recognised if the
Company has the power to withdraw this surplus, if it is likely that the surplus will flow to the Company

and if the receivable can be reliably determined.

Government subsidies

Government grants are initially recognised in the balance sheet as deferred income when there is
reasonable assurance that they will be received and the company will comply with the conditions
associated with the grant. Grants that compensate the company for expenses incurred are recognised
in the profit and loss under *Other income’ on a systematic basis in the same period in which the
expenses are recognised. Grants that compensate the company for the cost of an asset are recognised

in the profit and loss account under ‘Other income’ on a systematic basis over the useful life of the asset.

'1 LA g KPMG Audit
. . . ) . . . Document to which our report
In case a premium resulting from an investment scheme/one-off investment tax deduction is consigRiaskrsizzwootasssaavn dated

as a tax facility, the right thereto is credited to tax on result in the profit and loss account of the fir8t Aegnst 2022
that a value can be attributed to the right/over the term of the facility. also refers.

. KPMG Accountants N.V.
Financial income and expenses
Interest income and expenses are recognised on a pro rata basis, taking account of the effective interest
rate of the assets and liabilities to which they relate. In accounting for interest expenses, the recognised

transaction expenses for loans received are taken into consideration.

Please see notes to the accounting policies on financial instruments, no hedge-accounting is applied.
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Income tax expense
Corporate income tax comprises the current and deferred corporate income tax payable and deductible
for the reporting period. Corporate income tax is recognised in the profit and loss account except to the

extent that it relates to items recognised directly to equity, in which case it is recognised in equity.

Current tax comprises the expected tax payable or recoverable on the taxable profit or loss for the
financial year, calculated using tax rates enacted or substantively enacted at the reporting date, and any

adjustments to tax payable in respect of previous years.

If the carrying amount of assets and liabilities for financial reporting purposes differ from their values for

tax purposes (tax base) , this results in temporary differences.
For taxable temporary differences, a provision for deferred tax liabilities is recognised.

For deductible temporary differences regarding foreign branches, a deferred tax asset is only recognised
in so far as it is probable that the temporary difference will reverse in the foreseeable future and that

taxable profit will be available to offset the temporary difference can be utilised.

The measurement of deferred tax liabilities and deferred tax assets is based on the tax consequences
following from the manner in which the company expects, at the balance sheet date, to realise or settle
its assets, provisions, debts and accrued liabilities. Deferred tax assets and liabilities are measured at

nominal value.

Cash flow statement

Based on the exemption as provided in article 360.104 of the Dutch Accounting Standards, the
Company has not prepared a cash flow statement. The consolidated financial statements of the parent
company, Mitsubishi Electric Corporation ('"MELCOQ’) , Japan, are available on demand at the office.

Specification of related party transactions of importance and not taken under market

conditions

Transactions with related parties (refer to note 13 for the identified related parties) are disclosed if they
have not been entered into at arm's length. Disclosed are the nature and amounts involvmsmGAudit

) . . . . . . R Document to which our repost
transactions, and other information that is deemed necessary for an insight into the transactions. ggo228187522w00184458AVN dated

31 August 2022

Subsequent events also refers.
. KPMG Accountants N.V.
Events that provide further information on the actual situation at the balance sheet date and that appear
before the financial statements are being prepared, are recognised in the financial statements.
Events that provide no information on the actual situation at the balance sheet date are not recognised in
the financial statements. When those events are relevant for the economic decisions of users of the
financial statements, the nature and the estimated financial effects of the events are disclosed in the

financial statements.
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2.4 Notes to the balance sheet

ASSETS

FIXED ASSETS

1 Intangible fixed assets

Movements in intangible fixed assets were as follows:

Balance as at 1 April 2020
Actual cost

Accumulated amortisation

Carrying amount start financial year

Changes in carrying amount

Investments

Currency translation differences actual costs
Currency translation differences amortisation
Amortisation for the year

Disposals

Disposal accumulated amortisation

Balance as at 31 March 2021
Actual cost
Accumulated amortisation

Carrying amount end financial year

21

Software
EUR

1.258.593
~-1.105.191

153.402

138.468

-78.420
-19.759
19.759

60.048

m KPMG Audit

Document to which our report
Lot daferd Ddoo184a52aVN dated

- BIGRES5 2022

also refers.
KPMG Accountants N.V.
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Software
EUR
Balance as at 1 April 2021 .
Actual cost 1.387.861
Accumulated amortisation -1.174.411
Carrying amount start financial year 213.450
Changes in carrying amount
Investments 105.109
Currency translation differences actual costs 1.246
Currency translation differences amortisation -1.246
Amortisation for the year -118.283
Disposals -397.470
Disposal accumulated amortisation 397.470
-13.174
Balance as at 31 March 2022
Actual cost 1.096.746
Accumulated amortisation -896.470
Carrying amount end financial year 200.276

The Board of Managing Directors believes that there has not been any permanent diminution in the
value of the company’s intangible fixed assets. Consequently, no impairment loss was recognised
in the financial year ended 31 March 2022.

m KPMG Audit

Document to which our report
0002281875/22W00184458AVN dated

31 August 2022

also refers.
KPMG Accountants N.V.
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2 Tangible fixed assets
Movements in tangible fixed assets were as follows:
Other fixtures
and fittings,
Land Machinery tools and
and and administrative
buildings __equipment equipment Total
EUR EUR EUR EUR
Balance as at 1 April 2020
Actual cost 930.762 4.195.627 1.613.374 6.739.763
Accumulated amortisation -818.795 -3.381.740 -1.343.859 -5.544.394
Carrying amount start financial year 111.967 813.887 269.515 1.195.369
Changes in carrying amount
Investments 32.360 250.434 98.920 381.714
Currency translation differences actual - 14.356 - 14.356
Currency translation differences amorti - - - -
Amortisation for the year -22.904 -358.920 -102.084 -483.908
Disposals - -105.958 -247.222 -353.180
Disposal accumulated amortisation - 105.604 232.747 338.351
9.456 -94.484 -17.639 -102.667
Balance as at 31 March 2021
Actual cost 963.122 4.431.400 1.465.072 6.859.594
Accumulated amortisation -841.699 -3.711.997 -1.213.196 -5.766.892
¢ KPMG Audit
Carrying amount end financial year 121.423 719.403 251.876 mmmmch::;;:,:@m
31 August 2022
also refers.
KPMG Accountants N.V.
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Other fixtures

and fittings,

Land Machinery tools and
and and administrative
buildings _ equipment equipment Total
EUR EUR EUR EUR
Balance as at 1 April 2021
Actual cost 963.122 4.431.401 1.465.071 6.859.594
1Y

Accumulated amortisation -841.699 -3.711.991 -1.213.202 -5.766.892
Carrying amount start financial year 121.423 719.410 251.869 1.092.702

Changes in carrying amount
Investments 21.722 295.905 240.170 557.797
Currency translation differences actual - 3.075 1.460 4.535
Currency translation differences amorti -1 -8.387 -1.459 -9.847
Amortisation for the year -25.699 -310.233 -100.855 -436.787
Disposals - -114.040 -190.139 -304.179
Disposal accumulated amortisation 2 112.505 191.244 303.751
-3.976 -21.175 140.421 115.270

Balance as at 31 March 2022
Actual cost 984.844 4.616.341 1.516.562 7.117.747
Accumulated amortisation -867.397 -3.918.106 -1.124.272 -5.909.775
Carrying amount end financial year 117.447 698.235 392.290 1.207.972

%E] KPMG Audit
Document to which our repost

The Board of Managing Directors believes that there has not been any permanent diminution in thepgoszsssrsiz2weo184458AVN dated
value of the company’s tangible fixed assets. Consequently, no impairment loss was recognised in 31 August 2022 ‘
the financial year ended 31 March 2022.

atso refers.
KPMG Accountants N.V.
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3 Financial fixed assets

Movements in financial fixed assets were as follows:

Deferred tax Tax credit Total
} assets receivable

EUR EUR EUR

Carrying amount as at 1 April 2020 223.357 7.323.873 7.547.230
Grant for the current year - 2.869.755 2.869.755
Increasing 24.217 - 24.217
Reclass to short-term - -2.308.446 -2.308.446
Carrying amount as at 31 March 2021 247.574 7.885.182 8.132.756
Carrying amount as at 1 April 2021 247.574 7.885.182 8.132.756
Grant for the current year - 3.012.107 3.012.107
Decreasing -35.446 - -35.446
Reclass to short-term - -2.485.717 -2.485.717
Carrying amount as at 31 March 2022 212.128 8.411.572 8.623.700

Deferred tax assets
The deferred tax assets relate to temporary differences between the carrying amounts of assets and liabilities

- for financial reporting purposes and the amounts used for taxation purposes.

The deferred tax assets mainly relate to the company’s pension obligation and prepaid expenses regarding

partnerships with labs in France and other European countries.

It is expected that EUR 11.928 (2020-2021: EUR 35.446) of the deferred tax assets will be offset within one

year.

The maturity date of the tax loss carry-forward not included in the valuation amounts as at

31 March 2022 can be specified as follows:
31-03-2022 [plE31%eRc2061

Document to which our report
EUR 000228187 84458AVN dated

31 August 2022

Tax year 2016-2017 to be offset up to and including 2025-2026 156.980 also t5§35:949
KPMG Accountants N.V.

Tax year 2017-2018 to be offset up to and including 2026-2027 116.031 116.031

Tax year 2019-2020 to be offset up to and including 2025-2026 189.115 189.115

Total tax loss carry-forward 462.126 468.095

Tax credit receivable
The tax credit receivable relates to a tax credit for the financing of the R&D costs incurred from the French tax

authorities. The tax credit is calculated based on the R&D costs incurred over the period 2018 until 2021.

According to French law, companies can request a tax reimbursement after a 3- year period.
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CURRENT ASSETS

4 Trade and other receivables .
31-03-2022 31-03-2021
EUR EUR
Trade debtors . 177.130 94.033
Receivables from affiliated companies 14,955.250 13.817.168
Value added tax receivable () 455.951 319.009
Other receivables and accrued income (*) 3.453.954 3.501.308
19.042.285 17.731.518

(" see notes hereafter)

The trade and other receivables are due within one year.

The receivable from affiliated company relates to Mitsubishi Electric's Euro Cash Management
System, established from July 1999. As at 31 March 2022, EUR 14.955 thousand is deposited
to Mitsubishi Electric Finance Europe PLC (31 March 2021: EUR 13.817 thousand). This affiliated
company manages the cash balances of Mitsubishi Electric Corporation group companies
against an interest rate based on one-month Libor of average 0,00% (2020/2021: 0,00%).

Value added tax receivable

31-03-2022 31-03-2021
EUR EUR
Value added tax receivable MERCE France 361.451 253.277
Value added tax receivable MERCE UK 94.500 65.732
Total 455.951 319.009
Other receivables and accrued income
31-03-2022 31-03-2021
E'i&iﬁl KPMG Aud®lJR
Document to which our report
0002281875/22W00184458AVN dated
Tax credit receivable 2.572.627 . AUGuSP2022
Advance payments 881.327 a3 416
KPMG Accountants N.V.
Total 3.453.954 3.501.308

The tax credit receivable relates to the short-term receivable for the financing of the R&D costs

incurred from the French tax authorities. Please refer to note 3.

5 Cash and cash equivalents

All cash at banks is available on demand.
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6 Shareholders' equity

Issued and

paid up Translation Undistributed Result
e share capital reserve results after taxation Total
EUR EUR EUR EUR EUR
Balance as at 1st April 2020 720.000 -310.985 25.528.460 2.084.392  28.021.867
Appropriation of result - - 2.084.392 -2.084.392 -
Dividend payment - - -1.200.000 - -1.200.000
Result for the year - - - 2.162.131 2.162.131
Translation difference - 185.783 - - 185.783
Balance as at 31st March 2021 720.000 -125.202 26.412.852 2.162.131  29.169.781
Issued and
paid up Translation Undistributed Result
share capital reserve results after taxation Total
EUR EUR EUR EUR EUR
Balance as at 1st April 2021 720.000 -125.202 26.412.852 2.162.131 29.169.781
Appropriation of result - - 2.162.131 -2.162.131 -
Dividend payment - - -1.240.000 - -1.240.000
Result for the year - - - 2.522.097 2.522.697
Translation difference - 14.931 - - 14.931
Balance as at 31st March 2022 720.000 -110.271 27.334.983 2.522.097 30.466.809

The Company’s authorized capital, amounting to EUR 3.600.000 (2020/2021: EUR 3.600.000), consists
of 8,000 ordinary shares of EUR 450 each, of which 1,600 ordinary shares have been issued.

In 2021/2022, the company distributed and paid EUR 1.240.000 dividend (2020/2021: EUR 1.200.000) to
its shareholders.

m KPMG Audit

i i . . ” . Document to which our report
The translation reserve is a legal reserve and relates to the financial figures of the UK branch whichiegz2s1s7srz2woets4as8avi dated

31 August 2022

KPMG Accountants N.V.

are translated from the functional currency GBP to the presentation currency EUR.

Undistributed results

Appropriation of profit of 2020/2021

The financial statements for the reporting year 2020/2021 have been adopted by the General Meeting of
Shareholders on 23rd August 2021. The General Meeting of Shareholders has adopted the appropriation of
profit after tax for the reporting year 2020/2021 as proposed by the Board of Management.

Result after tax of the year
The result after tax for 2021/2022 is EUR 2.522.097.
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Proposal for profit appropriation 2021/2022

The General Meeting of Shareholders will be asked to approve the following appropriation of the
2021/2022 result after taxation: an amount of EUR 2.522.097 to be added to the retained earnings. The
result after tax for 2021/2022 is included under net result for the financial year in shareholders’ equity.
The Company can only make payments to the shareholders and other parties entitled to the distributable
profit insofar as (1) the Company can continue to pay its outstanding debts after the distribution (the
so-called distribution test), and (2) the shareholders’ equity exceeds the legal reserves and statutory
reserves under the articles of association to be maintained (the so-called balance sheet test). If not,

management of the Company shall not approve any distribution.

7 Provision

The provisions relate to the pension provisions of the French branch. The UK branch makes monthly defined
contribution payments into the MEU UK (Mitsubishi Electric Europe B.V.) pension fund that is a branch part
of MEU and is also registered in the Netherlands. MEU UK manages the pensions for all UK companies.

The 2021/2022 pension provision fully relates to the pension scheme of the French Branch of MERCE.
The French Branch pension provision as at 31 March 2022 amounted to EUR 664 thousand.

In France, the basic pension is topped up by compulsory supplementary pensions, which, like the basic
pension, are financed on a pay-as-you go basis. For private-sector employees, the compulsory
supplementary schemes are ARRCO, covering all categories of employees and AGIRC, covering only

managerial and executive staff.

The basic pensions of the general scheme are paid by the Pensions and Occupational Risks Fund
(CARSAT), the National Old-Age Insurance Fund for Employees of Ile de France (in the case of the Paris
region) and the General Social Security Fund (in the case of the Overseas Departments).

For private-sector employees, supplementary pensions are administered by ARRCO (Association for
Employees’ Supplementary Schemes), covering all categories of employees (managerial and
nonmanagerial), and AGIRC (General Association of Retirement Institutions for Executives) covering

only managerial and executive staff.

LRI «PMG Audit
. ) . . ) Document to which our report
The calculation of supplementary retirement pensions is points-based. Each year, the amount of  gs9228187522w00184458AVN dated

contributions paid on the basis of a reference salary or income is converted into points, taking into 31 August 2022
account the unit purchase value of the point for the relevant tax year. The pension paid to the empiyeters

KPMG Accountants N.V.
will be contingent upon the number of points accrued during the total period of insurance of the
employee and the age at which they retire. To calculate the pension, the number of points accrued
during the total period of insurance is multiplied by the value of the point at the time the pension is
calculated. In these schemes the amount of the pension is proportional to earnings over the total

period of insurance, rather than the 25 best years as applicable in the basic scheme.

Contributions to the ARRCO scheme by non-executives are based on their total earnings up to three

times the social security ceiling. Managerial and executive employees pay contributions to both the

ARRCO and AGIRC schemes: up to one time the social security ceiling to ARRCO and beyond one time
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this ceiling to AGIRC based on their whole earnings and up to eight times the social security ceiling.
The contribution rate is the point accrual rate multiplied by 125%.

Under both schemes, the normal retirement age is between 65 and 67, depending on date of birth.
However, a wage earner may claim an early retirement pension as of the age of 55 or 57 (depending
on date of birth). In this case, a reduction coefficient is applied to the pension.

Employees in foreign countries have pension schemes which are structured and operate differently
from the Dutch pension system. For these foreign schemes, a best estimate has been made of the
pension liability at the balance sheet date. The best estimate of the pension liability is in accordance
with the actuarial projected unit credit method.

The calculation of the post-retirement pension obligation is performed annually by MERCE using the
projected unit credit method.

The principal assumptions as at the balance sheet date are shown below:

- Discount rate: 98% (2020/2021: 0,40%)

- Social charges rate: 50% (2020/2021: 50%)

- Wages inflation rates: between 2,43% and 5,0% (2020/2021: between 1,25% and 6,22%)

The mortality table applied as 31 March 2022 is INSEE TD-TV 15-17 (from French National Statistical
Institute)

Pension provision

31-03-2022 31-03-2021
EUR EUR
Carrying amount as per 1 April 739.800 661.415
Provisions made during the year - 78.385
Provisions reversed during the year -76.251 -
Total 663.549 739.800
KPMG Audit
Document to which our report

8 Current liabilities 0002281875/22W00184458AVN dated

31 August 2022

31-03-2022 31283821
KFMGAwaénGz}insN,v.

EUR
Trade creditors 2.536.722 2.477.279
Payables to affiliated companies 22.355 24.134
Taxes and social security contributions 353.476 367.080
Other liabilities 2.061.697 1.554.114
4.974.250 4.422.607

Current liabilities are due within one year.
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Other liabilities

31-03-2022 31-03-2021

EUR EUR

Social charges accrual 1.065.495 407.812
Holiday allowance and holidays 462.813 431.070
Bonuses and overtime payable 76.008 71.214
Patent bonuses 195.490 171.490
Other accruais 261.891 472.528
' ' 2.061.697 1.554.114

Disclosure of off-balance sheet commitments

The company has entered into an agreement dated 1 November 2013 with Scribe Bail, by which the
company has rented premises in Rennes from Scribe Bail Tertiaire for a 9-year period from 1 November
2013 to 31 October 2022.

On 29 April 2014, SCI Beaulieu replaced Scribe Bail without any modification in the previous contract.

The annual rental charge amounts to EUR 280.000 per annum. The total lease commitment amounts to
EUR 163.333 and can be divided as follows:

< 1year: 163.333

1-5years: 0

There are no lease commitments outstanding for a period longer than five years.

l! pAsls| KPMG Audit
Document to which our report
0002281875/22W00184458AVN dated

31 August 2022

also refers.
KPMG Accountants N.V.
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Financial instruments

General

The board of directors, under the supervision of the main shareholder MELCO, has overall responsibility
and sets rules for the company’s risk management and control systems. They are reviewed regularly to
reflect changes in (market) conditions and the company’s activities. The board of directors oversees the
adequacy and functioning of the entire system of risk management and internal control, assisted by
'MELCO Group departments.

The day-to-day management and the board of directors regularly assess material risks to which the
company is exposed to and take the necessary actions to manage and mitigate such risks satisfactorily.
It is, and had been throughout the financial year, the company’s policy that no trading in financial

instruments shall be undertaken.

During the normal course of business, the Company uses financial instruments that expose it to market,
currency, interest, credit and liquidity risks. To control these risks, the Company has instituted
procedures that are intended to limit the risks of unpredictable adverse developments in the financial

markets and thus for the financial performance of the Company.
The risks can be divided into the various categories below.

Financial risk

The policy of the company regarding the use of financial instrument is to avoid risks. Financial
instruments are not used for trading and speculation purposes. The financial instruments recognised in
the financial statements consist solely primary financial instruments. The company's financial risks
include foreign currency risks, interest rate risks, credit risks, and liquidity risks. The company is exposed
to developments in the currency markets and to interest-rate developments. With respect to exchange
rates, MERCE is affected primarily by changes in the GBP and JPY value in relation to EUR.

Credit risk
Credit risk is the risk of financial loss to the company if a customer or counterparty to a financial

instrument fails to meet its contractual obligations, and arises principally from the comparjfgsBdeivavrRaudit

3 . i 3 i Document to which our report
from customers and tax credit receivables. Receivables and cash and cash equivalents contain credifozssssrsizowoo184as8avN dated
risks. The trade receivables are primarily concentrated at one major client: MELCO. 31 August 2022

also refers.
KPMG Accountants N.V.

Customer and parent company MELCO has been transacting with the company since its incorporation on
15 September 1995, and no impairment loss has been recognised against this customer. Management
considers the credit risk as low, since all sales are made to a customer with sufficient creditworthiness.

Management also considers the credit risk on tax credit receivables as low.

The Company only deals with financial institutions with good credit rating as assessed by international
credit rating agencies. Cash and fixed deposits are placed in banks and financial institutions with good

credit rating.
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The credit risk on receivables and cash and cash equivalents is limited to the carrying amount of the

outstanding balances as at 31 March 2022.

Liquidity risk

Liquidity risk is the risk that the company will encounter difficulty in meeting the obligations associated
with its financial liabilities that are settled by delivering cash or another financial asset. The company’s
approach to managing liquidity is to ensure, as far as possible, that it will always have sufficient liquidity
to meets its liabilities when due, under both normal and stressed conditions, without incurring

unacceptable losses or risking damage to the reputation of the company.

Thec company manages its liquidity risk with the view to maintaining a healthy level of cash and cash
equivalents appropriate to the expected cash flows of the company

The company is not exposed to significant iiquidity risk. The contractual cash flows of the financial
liabilities do not differ significantly from their carrying amounts. The expected contractual cash outflows
of current liabilities fall within one year. Furthermore, management considers the liquidity risk as low in

view of the company’s cash position and, if needed, its access to debt funding sources.

Interest rate risk
As at 31st March 2022 the interest rate risk relates to possible changes in the fair value of the cash held at
banks. The company considers this interest rate risk as low.

The company’s policy is not to use derivative financial instruments to control interest rate fluctuations.

Foreign currency risk

The company has exposure to foreign currency risk arising from its financial instruments which are
denominated in foreign currencies; mainly in GBP and JPY. The company’s policy is not to use derivative
financial instruments to control any foreign currency fluctuations. The company considers the foreign
currency risk as low since the transactions of the company are mainly based on EUR, which is the

company's functional currency.

The board of directors is aware that the foreign currency risk is not fully mitigated. Howevjglafglen ®s Audit
. . . . R i . Document to which our report
significant amount of shareholder’s equity and the company’s cash position this will not result in anyéez2s1s7s22weo18s458aVN dated

significant financial risk. 31 August 2022
also refers.
KPMG Accountants N.V.
Fair value

The fair value of most of the financial instruments recognised on the balance sheet, including receivables,
securities, cash and cash equivalents and current liabilities, is approximately equal to their carrying

amount.
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2.5 Notes to the profit and loss account

9 Net turnover
2021/2022 2020/2021
EUR EUR
UK branch 2.939.318 2.817.695
France branch 11.041.949 10.913.755
o ) 13.981.267 13.731.450
Net turnover relates to recharged expenses to Mitsubishi Electric Corporation, Japan.
10 Other operating income
2021/2022 2020/2021
EUR EUR
Tax credit facility 3.176.173 3.014.407
Government grants 191.937 60.054
Miscellaneous income 5.521 2.400
Total 3.373.631 3.076.861

The tax credit facility relates to a facility from the French tax authorities for financing research and

- development costs. The government grants relate to subsidies received for funding of R&D projects.
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11 Wages and salaries

Remuneration of directors

The company has three directors. The executive director received remuneration for an amount of

EUR 130.583 during the financial year 2021/2022 (2020/2021: EUR 143.785). The two non-executive

directors receive no remuneration.

Staffing level

During the financial year 2021/2022, an average of 77 employees (2020/2021: 74 employees) were

employed by the company. All employees were employed outside the Netherlands. This staffing level

can be divided into the following staff categories:

2021/2022
Active within Active outside Total
the Netherlands the Netherlands
Management 3,00 3,00
Researchers 54,00 54,00
Administration 20,00 20,00
Average number of employees 77,00 77,00
2020/2021
Active within Active outside Total
the Netherlands the Netherlands
Management 3,00 3,00
Researchers 51,00 kplsdg! KPMU®BO
Document to which our report
Administration 20,00 00022 00184458AVN dated
31 August 2022
Average number of employees 74,00 atso 5,00
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12 Other operating expenses

Research and development costs
Headquarter costs

Other operating expenses

Total

Auditor’s fees

Audit of the financial statements

Other non-audit services
Total

Audit of the financial statements
Other non-audit services
Total

13 Interest receivable and similar income

Bank interest and other income
Total

14 Interest expenses and similar charges

Currency exchange differences
Total

35

2021/2022 2020/2021
EUR EUR
3.407.193 3.210.404
603.596 607.912
3.341.398 3.484.653
7.352.187 7.302.969
KPMG
Accountants Other KPMG
N.V. network
2021/2022 2021/2022
EUR EUR
103.277 -
20.820 68.879
124.097 68.879
KPMG
Accountants Other KPMG
N.V. network
2020/2021 2020/2021
‘EUR EUR
96.494 -
- 13.000
96.494 13.000
2021/2022 2020/2021
EumEI KPMG AGEi#R
Document to which our report
0002281875/22W00184458AVN dated
11.118 31 Abgtisy2022
11.118 als&eB57
KPWG Accountants N.V.
2021/2022 2020/2021
EUR EUR
16.468 3.159
16.468 3.159
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15 Tax on result

The applicable weighted average tax rate is 23.3% (2020-2021: 23.5%), whereby the weighted average tax
rate has been calculated based on the results before taxes in the various tax jurisdictions. The tax expense
recognised in the profit and loss account for 2021-2022 amounts t(; EUR 117.001, or 5% of the result
before tax (2020-2021: 1%).

2021/2022 2021/2022 2020/2021 2020/2021

% EUR % EUR
Result before tax ' - 2.639.098 - 2.189.042
Income tax using the applicable domestic tax rate -25 -659.774 -25 -547.260
Tax exempt income . 33 873.126 39 844.269
Current-year losses for which no deferred tax -8 -204.141 -12 -254.000
asset is recognised
Non-deductible expenses and other tax items -4 -109.371 -3 -61.749
Effect of tax rate in foreign jurisdictions -1 -16.841 - -8.171
Tax expense -5 -117.001 -1 -26.911

The local domestic tax rate for the Netherlands is 15.0% for results before tax up to EUR 245 thousand
and 25.00% for results exceeding the EUR 245 thousand in 2021, 15% for results before tax up to
EUR 395 thousand and 25.8% for results exceeding the EUR 395 thousand in 2022.

16 Related parties

Transactions with related parties include relationships between the company, Mitsubishi Electric
Corporation group companies, the company’s directors and executive officers (key management
personnel). Based upon its agreement with its parent company, the company receives annual funding
which is based on the expected R&D expenses of the company. Therefore, the annual funding differs

per year and is disclosed in the profit and loss account as such. There were no transactions with related
parties that were not on a commercial basis. kRlsl) KPMG Audit

Document to which our report
0002281875/22W00184458AVN dated

17 Subsequent events 31 August 2022

also refers.
. . X KPMG Accountants N.V.
There are no events after the balance sheet date which have an impact on or should be disclosed in the

Company financial statements of 2021/2022.
Futhermore the Company is not aware of any events that have occurred since the balance sheet date

that could have a significant influence on expectations concerning future activities, investments,

financing, staffing an profitability.
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Schiphol-Rijk, 31st August 2022.
Mitsubishi Electric R&D Centre Europe B.V.

DocuSigned by: DocuSigned by:

Zw e

7.4

S5 EeAURE A N
Director-A and Director-A Director-B

President of MERCE
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3. Other information

3.1 Reference to .the auditor's opinion
The independent auditor's report is set forth on the following pages.

3.2 Provisions of the Articles of Association relating to profit appropriation
Under article 14 of the Company's Articles of Association, the profit is at disposal of the General Meeting
of Shareholders, which can allocate said profit either wholly or partly to the formation of - or addition to -

one or more general or special reserve funds.

3.3 Branch offices
The Company has branch offices in France and the United Kingdom.

m KPMG Audit

. Document to which our report
0002281875/22W00184458AVN dated

31 August 2022

also refers.
KPMG Accountants N.V.
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Independent auditor's report

To: the General Meeting of Shareholders of Mitsubishi Electric R&D Centre Europe B.V.
Report on the audit of the accompanying financial statements

Our opinion

We have audited the financial statements for the year ended 31 March 2022 of Mitsubishi Electric
R&D Centre Europe B.V., based in Schiphol-Rijk.

In our opinion the accompanying financial statements give a true and fair view of the financial
position of Mitsubishi Electric R&D Centre Europe B.V. as at 31 March 2022, and of its result for
the year ended 31 March 2022 in accordance with Part 9 of Book 2 of the Dutch Civil Code.

The financial statements comprise:

1 the balance sheet as at 31 March 2022;

2 the profit and loss account for the year ended 31 March 2022; and

3 the notes comprising a summary of the accounting policies and other explanatory information.
Basis for our opinion

We conducted our audit in accordance with Dutch law, including the Dutch Standards on
Auditing. Our responsibilities under those standards are further described in the '‘Our
responsibilities for the audit of the financial statements' section of our report.

We are independent of Mitsubishi Electric R&D Centre Europe B.V. in accordance with the Wet
toezicht accountantsorganisaties (Wta, Audit firms supervision act), the 'Verordening inzake de
onafhankelijkheid van accountants bij assurance-opdrachten' (ViO, Code of Ethics for
Professional Accountants, a regulation with respect to independence) and other relevant
independence regulations in the Netherlands. Furthermore, we have complied with the
'Verordening gedrags- en beroepsregels accountants' (VGBA, Dutch Code of Ethics).

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

Report on the other information included in the annual report

In addition to the financial statements and our auditor's report thereon, the annual report contains
other information that consists of:

— management report;

— other information pursuant to Part 9 of Book 2 of the Dutch Civil Code.

Based on the following procedures pérformed, we conclude that the other information:

— is consistent with the financial statements and does not contain material misstatements;

— contains the information as required by Part 9 of Book 2 of the Dutch Civil Code.

KPMG Accountants N.V., a Dutch limited liability company registered with the trade register in the Netherands under number
33263683, is a member firm of the global organization of independent member firms affiliated with KPMG Intemational Limited, a
private English company limited by guarantee.
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KPMG

We have read the other information. Based on our knowledge and understanding obtained
through our audit of the financial statements or otherwise, we have considered whether the other
information contains material misstatements.

By performing these procedures, we comply with the requirements of Part 9 of Book 2 of the
Dutch Civil Code and the Dutch Standard 720. The scope of the procedures performed is less
than the scope of those performed in our audit of the financial statements.

The Board of Directors is responsible for the preparation of the other information, including the
management report, in accordance with Part 9 of Book 2 of the Dutch Civil Code, and other
information pursuant to Part 9 of Book 2 of the Dutch Civil Code.

Description of the responsibilities for the financial statements
' Responsibilities of the Board of Directors for the financial statements

The Board of Directors is responsible for the preparation and fair presentation of the financial
statements in accordance with Part 9 of Book 2 of the Dutch Civil Code. Furthermore, the Board
of Directors is responsible for such internal control as the Board of Directors determines is
necessary to enable the preparation of the financial statements that are free from material
misstatement, whether due to errors or fraud.

As part of the preparation of the financial statements, the Board of Directors is responsible for
assessing the company's ability to continue as a going concern. Based on the financial reporting
framework mentioned, the Board of Directors should prepare the financial statements using the
going concern basis of accounting unless the Board of Directors either intends to liquidate the
Company or to cease operations, or has no realistic alternative but to do so. The Board of
Directors should disclose events and circumstances that may cast significant doubt on the
company's ability to continue as a going concern in the financial statements.

Our responsibilities for the audit of the financial statements

Our objective is to plan and perform the audit engagement in a manner that allows us to obtain
sufficient and appropriate audit evidence for our opinion.

Our audit has been performed with a high, but not absolute, level of assurance, which means we
may not have detected all material errors and fraud during our audit.

Misstatements can arise from fraud or errors 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 the financial statements. The materiality affects the nature, timing and extent of
our audit procedures and the evaluation of the effect of identified misstatements on our opinion.

We have exercised professional judgement and have maintained professional scepticism
throughout the audit, in accordance with Dutch Standards on Auditing, ethical requirements and
independence requirements. Our audit included among others:

— identifying and assessing the risks of material misstatement of the financial statements,
whether due to errors or fraud, designing and performing audit procedures responsive to
those risks, and obtaining audit evidence that is sufficient and appropriate to provide a basis
for our opinion.

2281875/22W00184458AVN
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The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from errors, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control,

— obtaining an understanding of internal control relevant to the audit 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 Company's internal control;

— evaluating the appropfiateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Board of Directors;

— concluding on the appropriateness of management's use of the going concern basis of
accounting and based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the Company's ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor's report to the related disclosures in the financial statements
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor's report. However, future events or
conditions may cause the company ceasing to continue as a going concern,

— evaluating the overall presentation, structure and content of the financial statements, including
the disclosures; and

— evaluating whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We are solely responsible for the opinion and therefore responsible to obtain sufficient
appropriate audit evidence regarding the financial information of the entities or business activities
within the group to express an opinion on the financial statements. In this respect we are also
responsible for directing, supervising and performing the group audit.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
findings in internal control that we identify during our audit.

Amstelveen, 31 August 2022
KPMG Accountants N.V.

J. Tunggalwidjaja RA
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