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Strategic report
The directors present their strategic report of Hitachi Information Control Systems Europe Ltd.
(“the company”) for the year ended 31 March 2018.

Review of the business

The company’s principal activities during the year continued to be provision of railway
operational control centre software, data products and related services. The company continues
to explore opportunities for growth and portfolio diversification through bidding for new projects,
research and development and the exploitation of opportunities in the emerging - traffic
management and digital arena.

The company uses key performance indicators to measure performance and the directors
present below the following key measures of financial performance.

Key performance indicators

Year Year Change

ended ended

2018 2017

£ £
Turnover 23,046,704 17,791,509 +30%
Operating profit 350,251 193,793 +81%
Profit after tax 283,251 211,516 +34%
Average number of employees 114 103 +11%

During the year turnover increased from £17,791,5609 in the year ending March 2017 to
£23,046,704 in the year ending 31 March 2018. The increase in turnover is attributed to
increased revenue delivery from the Thameslink Traffic Management System contract and
continuing strong sales of products and services supporting the conventional signalling area.

The increase in operating profit and profit after tax relates to improved returns from overall
revenue increase and revised cost control processes. The increase in the average number of
employees reflects the continued requirement for additional project and technical staff for current
and predicted workload and is made up of a mix of permanent and contract staff.

Principal risks and uncertainties

The management of the company meet regularly to evaluate the company’s exposure to risk.
The principal risks and uncertainties are mainly project delivery, product competitiveness, staff
retention and sensitivity to the requirements of a limited customer base. The company puts in
place appropriate measures to manage and protect negative trends where it is able. Network
Rail is the direct (or indirect) end-customer for the majority of the company’s work and they
continue to undergo a series of strategic financial and structural reviews and are generally
known to be under budgetary pressure during the current five year control period (CP5). This
has had some impact on project pipeline in the short term, but the proposed settlement for CP§,
and the desire for industry financed enhancements gives increased confidence over the 2-3 year

horizon.

At this stage the impact of the Brexit resuit an on-going negotiations do not appear to have had
any specific impact on trading conditions. The UK Government Industrial Strategy includes
strong statements on the part that rail has to play in maintaining a strong economy to support
domestic activity and stimulate exports in the sector. The company is well placed to participate
in these areas and is supportive of the rail ‘sector deal’ bid to Government.
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Strategic report (continued)

Credit risk is the risk that one party to a financial instrument will cause a financial loss for that
other party by failing to discharge an obligation. The company policies are aimed at minimising
such losses, and require that deferred terms are only granted to customers and other Hitachi
companies who demonstrate an appropriate payment history and satisfy credit worthiness
procedures. Details of the company’s debtors are shown in note 13 to the financial statements.

Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated
with financial liabilities. The company aims to mitigate liquidity risk by managing cash generation
by its operations. The company retains sufficient cash to ensure it has sufficient funds available
for its operations. The company would have access to longer term funding from its ultimate
parent if required.

Cash flow risk is the risk of exposure to variability in cash flows that is attributable to a particular
risk associated with a recognised asset or liability such as future interest payments on a
variability rate debt. This is managed in collaboration with parent company combined resources

Interest rate risk in relation to bank loan is low due to group access and the directors consider
that the interest rate risk is at an acceptable level and that no hedging of interest rates is
necessary.

Financial risk management objectives and policies

The company’s treasury management operates under policies and guidelines covering funding
and management of foreign currency exposure and interest rate risk. Its purpose is to manage
the financial risks of the business effectively and to secure finance at a minimum cost. Exposure
to price, credit, liquidity, and cash flow risks is assessed and managed on a frequent basis in
conjunction with the immediate parent and the company currently manages working capital
without the need of the use of derivatives or other financial risk management objectives and
policies.

Post balance sheet events
No events of this nature have been identified at this time.

Approved by the board and signed on its behalf.

Mr Tim Gray
Managing Director
Date: 26 June 2018
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Directors’ report

Directors
See list on page 1.

Results and dividends
The profit after taxation for the year ending 31 March 2018 amounted to £283,251 (2017 - profit

£211,516). The directors do not recommend a final dividend (2017 - Nil)

Research and development

The company continues to invest significantly to improve and extend the current product set for
the benefit of future UK and overseas sales activity. Expenditure on research and development
in the year to March 2018 was £1,507,959.

Future developments

The company intends to trade in the same manner in the forthcoming year as a supplier of
railway operational control centre software, data products and related services. The company
will continue to seek revenue from sales of simulation and control products in the home and
overseas markets and to ensure a strong position in the UK Digital Railway programme. To that
end, the primary aim in the short term is to support the on-going delivery of the Thameslink
Traffic Management System project. A 5 year Master Plan has been developed and agreed with
the parent company.

Going concern

Hitachi Information Control Systems Europe Limited is a direct 100% owned sub5|d|ary of
Hitachi Europe Limited, a company incorporated in UK. The company is expected to continue to
generate positive cash flows on its own account for the foreseeable future. The company
participates in the group’s centralised treasury arrangements and so shares banking
arrangements with its parent and fellow subsidiaries. The directors, having assessed the
responses of the directors of Hitachi Europe Limited to their enquiries, have no reason to believe
that a material uncertainty exists that may cast significant doubt about the ability of the Hitachi
group to continue as a going concern or its ability to continue with the current banking
arrangements.

On the basis of their assessment of the company’s financial position, and of the enquiries made,
the directors believe the company will be able to continue in operational existence for the
foreseeable future. Thus they will continue to adopt the going concern basis of accountlng in
preparing the annual financial statements.
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Directors’ report (continued)

Directors’ liabilities

The company has granted an indemnity to one or more of its directors against liability in respect
of proceedings brought by third parties, subject to the conditions set out in section 234 of the
Companies Act 2006. Such qualifying third party indemnity provision remains in force as at the
date of approving the directors’ report.

Political donations
The company made no political donations during the year.

Disclosure of information to the auditors

So far as each person who was a director at the date of approving this report is aware, there is
no relevant audit information, being information needed by the auditor in connection with
preparing its report, of which the auditor is unaware. Having made enquiries of fellow directors
and the company’s auditor, each director has taken all the steps that they are obliged to take as
a director in order to make himself aware of any relevant audit information and to establish that
the auditor is aware of that information. This confirmation is given and should be interpreted in
accordance with the provisions of s418 of the Companies Act 2006.

Re-appointment of auditors

In accordance with 5.487 of the Companies Act 2006, Ernst & Young LLP have indicated their
willingness to be reappointed for another term and appropriate arrangements have been put in
place for them to be deemed reappointed as auditors in the absence of an Annual General
Meeting. :

Approved by the board and signed on its behalf

Mr Tim Gray

Managing Director
Date: 26 June 2018
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Directors’ responsibility statement
The directors are responsible for preparing the Strategic Report, the Directors’ Report and the
annual financial statements in accordance with applicable United Kingdom 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
Iinternational Financial Reporting Standards (IFRS), as adopted by the European Union and
applicable law. Under company law the directors must not approve the financial statements
unless they are satisfied that they give a true and fair view of the state of affairs of the company
and of the profit and loss of the company for that period.

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

o select suitable accounting policies and then apply them consistently,

e make judgements and estimates that are reasonable and prudent, and

e state whether applicable IFRS have been followed, subject to any material departures
disclosed and explained in the financial statements.

e 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.




INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF HITACHI INFORMATION
CONTROL SYSTEMS EUROPE LTD. '

Opinion

We have audited the financial statements of Hitachi Information Control Systems Europe Ltd for
the year ended 31 March 2018 which comprise the Income Statement, Statement of
. Comprehensive income, Statement of Cash Flows, the Balance Sheet, the Statement of
Changes in Equity and the related notes1 to 23, including a summary of significant accounting
policies. The financial reporting framework that has been applied in their preparation is
applicable law and International Financial Reporting Standards (IFRSs) as adopted by the
European Union. .

In our opinion, the financial statements:
* give a true and fair view of the company’s affairs as at 31 March 2018 and of its profit for the
year then ended;
e have been properly prepared in accordance with IFRSs as adopted by the European Union;
and :
e have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK))
and applicable law. Our responsibilities under those standards are further described in the
. Auditor’s responsibilities for the audit of the financial statements section of our report below. We
are independent of the company in accordance with the ethical requirements that are relevant to
our audit of the financial statements in the UK, including the FRC's Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements.

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

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK)

require us to report to you where: '

e the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

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

- date when the financial statements are authorised for issue.

Other information .

The other information comprises the information included in the annual report, other than the
financial statements and our auditor’s report thereon. The directors are responsible for the other
information. '

Our opinion on the financial statements does not cover the other information and, except to the
extent otherwise explicitly stated in this report, we do not express any form of assurance
conclusion thereon.

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

We have nothing to report in this regard.




INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF HITACHI INFORMATION
CONTROL SYSTEMS EUROPE LTD.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

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

o the strategic report and directors’ report have been prepared in accordance with applicable
legal requirements.

Matters on which we are required to report by exception
In the light of the knowledge and understanding of the company and its environment obtained in
the course of the audit, we have not identified material misstatements in the strategic report or
directors’ report.
We have nothing to report in respect of the following matters in relation to which the Companies
Act 2006 requires us to report to you if, in our opinion:
e adequate accounting records have not been kept by the parent company, or returns
adequate for our audit have not been received from branches not visited by us; or
the financial statements are not in agreement with the accounting records and returns; or
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement 6, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a
true and fair view, and for such internal control as the directors determine is necessary to enable
the preparation of financial statements that are free from material misstatement, whether due to
fraud or error. In preparing the financial statements, the directors are responsible for assessing
the company’s ability to continue as a going concern, disclosing, as applicable, matters related
. to going concern and using the going concern basis of accounting unless the directors either
intend to liquidate the company or to cease operations, or have no realistic alternative but to do
s0.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of these financial statements. A
further description of our responsibilities for the audit of the financial statements is located on
the Financial Reporting Council’'s website at https://www.frc.org.uk/auditorsresponsibilities. This
description forms part of our auditor’s report.

Use of our report v

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. :

e\//LSﬁ/ A \70@ C'(//O

Jane Barwell (Senior Statutdry Auditor)
For and on behalf of Ernst & Young LLP, Statutory Auditor
Bristol

Date: & JUrs col8
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Income statement
For the year ended 31 March 2018

Year Year
ended ended
2018 2017
Notes £ £
Revenue

Continuing operations:
Sale of goods . 21,151,965 15,891,865
Rendering of services 1,894,739 1,899,644
4 23,046,704 17,791,509

Cost of sales
(17,504,571)

(13,590,423)

Gross profit ‘ 5,642,133 4,201,086

Distribution costs (121,012) (81,869)

Administration expenses (5,232,257) (4,065,617)

Other operating income ‘ 161,387 140,193

Operating profit 5 350,251 193,793

Finance and other similar costs 6 - -

Profit before taxation 350,251 193,793

Tax (charge) / credit 9 (67,000) 17,723

Profit for the financial year 283,251 211,516
Statement of comprehesive income

For the year ended 31 March 2018

Year Year

ended ended

2018 2017

£ £

Profit for the year 283,251 211,516

- Total comprehensive profit for the year, net of tax 283,251 211,516

There are no recognised gains and losses other than the profit for the financial year.




Hitachi Information Control Systems Europe Ltd.
Registered No. 4007016

Statement of cash flows
Year ended 31 March 2018

Net cash from operating activities

Investing activities
Purchase of property, plant, and equipment
Purchase of intangible assets

Net cash used in investing activities

Financing activities
Dividend paid

Net cash (used in)/from financing activity

Net (decrease) / increase in cash and cash
equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Notes

20

10
11

17

Year Year
ended ended
2018 2017

£ £
1,266,944 1,933,140
(148,260) (219,648)
(1,507,959) (1,164,065)
(1,656,219) (1,383,713)
(389,275) 549,427
1,324,566 775,139
935,291 1,324,566

10
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Balance sheet
At 31 March 2018

Assets
Non-Current Assets

Property, plant and equipment
Intangible assets

Current assets

Inventories

Trade and other receivables
Cash at bank and in hand

Total assets

Equity and liabilities
Equity

Share capital

Retained earnings
Total equity
Non-cufrent liabilities

Non-current provisions

Current liabilities
Trade and other payables
Current provisions

Total liabilities

Total equity and liabilities

The financial statements were approved by the board of directors and authorised for

Notes

10
11

12
13
17

18
19

19

16

14
16

June 2018. They were signed on its behalf by:

=

Mr Tim Gray
Managing Director
Date: 26 June 2018

31-Mar-18 31-Mar-17
£ £

222,986 273.496
4,338,608 3,118,366
4,561,594 3,391,862
195,969 57.872

4 552,350 4,526,623
935,291 1,324,566
5,683,610 5,909,061
10,245,204 9,300,923
200 200
3,511,995 3,228,744
3,512,195 3,228,944
1,077,672 1,018,460
1,077,672 1,018,460
5,459,037 4,897,141
196,300 156,378
5,655,337 5,053,519

. 6,733,009 6,071,979
10,245,204 9,300,923

issue on 26
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Statement of changes in equity

At 31 March 2018

Share Retained Total
capital Earnings
Notes £ £ £

Balance at 01-Apr-16 19 200 3,017,228 3,017,428
Total comprehensive income for 19 - 211,516 211,516
the period
Balance at 01-Apr-17 19 200 3,228,744 3,228,944
Total comprehensive income for 19 - 283,251 283,251
the period .
Balance at 31-Mar-18 200 3,511,995 3,612,195

12
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Notes to the financial statements
At 31 March 2018

Accounting policies

a. Corporate information :

Hitachi Information Control Systems Europe Limited is a company incorporated in the United
Kingdom under the Companies Act. The address of the registered office is given on page 1. The
nature of the company’s operations and its principal activities are set out in the strategic report on
page 2. These financial statements are presented in pounds sterling because that is the currency of
the primary economic environment in which the company operates.

b. Basis of preparation
The financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRSs) as issued by the International Accounting Standards Board (IASB).

c. Property, plant and equipment

All tangible fixed assets are initially recorded at cost. Depreciation is provided to write off the costs
less the estimated residual value of tangible fixed assets by equal instalments over their estimated
useful economic lives as follows:

Leasehold improvements - 4 years
Fixtures and fittings - 4 years
Computers - 2 years

Where a provision for impairment in value has been made, depreciation is adjusted over the
remaining life of the asset.

The cost of tangible fixed assets includes directly attributable finance costs, calculated on a day to
day basis, on expenditure incurred during constructions and modifications.

The carrying values of tangible fixed assets are reviewed for impairment when events or changes in
circumstances indicate that the carrying value may not be recoverable.

d. Intangibles
Expenditure on research activities is recognised as an expense in the period in which it is incurred.

An internally-generated intangible asset arising from development is recognised if, and only if, all of
the following conditions have been demonstrated:
o the technical feasibility of completing the intangible assets so that it will be available for use or
sale;
the intention to complete the intangible asset and use or sell it;
the ability to use or sell the intangible asset;
how the intangible asset will generate probable future economic benefits;
the availability of adequate technical, financial and other resources to complete the
development and to use or sell the intangible assets; and
o the ability to measure reliability the expenditure attributable to the intangible asset during its
development.
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Notes to the financial statements
at 31 March 2018

1. Accounting policies (continued)
d. Intangibles (continued)

The amount initially recognised for internally-generated intangible assets is the sum of the
expenditure incurred from the date when the intangible asset first meets the recognition criteria
listed above. Where no internally-generated intangible asset can be recognised, development
expenditure is recognised in the profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible assets are reported at cost less
accumulated amortisation and accumulated impairment losses, on the same basis as intangible
assets that are acquired separately.

Amortisation is spread over the life of the product (5 to 15 years).

Derecognition of intangible assets

An intangible asset is derecognised on disposal, or when no future economic benefits are expected
from use or disposal. Gains or losses arising from derecognition of an intangible asset, measured as
the difference between the net disposal proceeds and the carrying amount of the asset, is
recognised in profit or loss when the asset is derecognised.

Impairment of tangible and intangible assets

At each balance sheet date, the company reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the asset is estimated to
determine the extent of the impairment loss (if any). Where the asset does not generate cash flows
that are independent from other assets, the company estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a reasonable and consistent basis of allocation
can be identified, corporate assets are also allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group of cash-generating units for which a reasonable
and consistent allocation basis can be identified.

Intangible assets with finite lives are amortised over the useful economic life and assessed for
impairment whenever there is an indication that the asset may be impaired. Recoverable amount is
the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated
future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset for which
the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which case the impairment loss is treated as a
revaluation decrease. '

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been determined
had no impairment loss been recognised for the asset (or cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately in profit or loss, unless the relevant asset
is carried at a revalued amount, in which case the reversal of the impairment loss is treated as a
revaluation increase.

14



Hitachi Information Control Systems Europe Ltd.
Reglstered No 4007016

Notes to the flnanC|aI statements
at 31 March 2018

Accounting policies (continued)

e. Foreign currencies

Transactions in foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction. Monetary assets and liabilities denominated in foreign currencies are translated using
the rate of exchange ruling at the balance sheet date and the gains or losses on translation are
included in the profit and loss account.

f. Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable and represents
amounts receivable for goods and services provided in the normal course of business, net of
discounts, VAT and other sales-related taxes Revenue is reduced for estimated customer returns,
rebates and other similar allowances.

Sale of goods
Revenue from the sale of goods is recognised when all the following condltlons are satisfied:
e the company has transferred to the buyer the significant risks and rewards of ownership of the
goods;
o the company retains neither continuing managerial involvement to the degree usually
associated with ownership nor effective control over the goods sold;
e the amount of revenue can be measured reliably;
e it is probable that the economic benefits associated with the transaction will flow to the entity;
and
¢ the costs incurred or to be incurred in respect of the transaction can be measured reliably.

Rendering of services :
Revenue from a contract to provide services is recognised by reference to the stage of completion
of the contract. The stage of completion of the contract is determined as follows:

+ installation fees are recognised by reference to the stage of completion of the installation,
determined as the proportion of the total time expected to install that has elapsed at the
balance sheet date; and

¢ servicing fees included in the price of products sold are recognlsed by reference to the
proportion of the total cost of providing the service for the product sold, taking into account
historical trends in the number of services actually provided on past goods sold.

The company'’s policy for recognition of revenue from service contracts is described below.
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Notes to the financial statements
at 31 March 2018

1. Accounting policies (continued)
f. Revenue recognition (continued)

Service contracts

When the outcome of a construction contract can be estimated reliably, revenue and costs are
recognised by reference to the stage of completion of the contract activity at the balance sheet date.
This is normally measured by the proportion that contract costs incurred for work performed to date
bear to the estimated total contract costs, except where this would not be representative of the
stage of completion. Variations in contract work, claims and incentive payments are included to the
extent that the amount can be measured reliably and its receipt is considered probable.

Where the outcome of a service contract cannot be estimated reliably, contract revenue is
recognised to the extent of contract costs incurred where it is probable they will be recoverable.
Contract costs are recognised as expenses in the period in which they are incurred.

When it is probable that total contract costs will exceed total contract revenue, the expected loss is
recognised as an expense immediately.

When contract costs incurred to date plus recognised profits less recognised losses exceed
progress billings, the surplus is shown as amounts due from customers for contract work. For
contracts where progress billings exceed contract costs incurred to date plus recognised profits less
recognised losses, the surplus is shown as the amounts due to customers for contract work.

Amounts received before the related work is performed are included in the consolidated statement
of financial position, as a liability, as advances received. Amounts billed for work performed but not
yet paid by the customer are included in the consolidated statement of financial position under trade
and other receivables.

g. Taxation _
The tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit
as reported in the income statement because it excludes items of income or expense that are
taxable or deductible in other years and it further excludes items that are never taxable or
deductible. The company’s liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the balance sheet date.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities in the financial statements and the corresponding tax bases used in
the computation of taxable profit, and is accounted for using the balance sheet liability method.

Deferred tax liabilities are generally recognised for all taxable temporary differences and deferred
tax assets are recognised to the extent that it is probable that taxable profits will be available against
which deductible temporary differences can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from the initial recognition of goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a transaction that
affects neither the taxable profit nor the accounting profit.

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

16
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Notes to the financial statements
at 31 March 2018

Accounting policies (continued)

g. Taxation (contmued)

Deferred tax is calculated at the tax rates that are expected to apply in the perlod when the liability is
settled or the asset is realised based on tax laws and rates that have been enacted or substantively
enacted at the balance sheet date. Deferred tax is charged or credited in the income statement,
except when it relates to items charged or credited in other comprehensive income, in which case
the deferred tax is also dealt with in other comprehensive income.

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

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off
current tax assets against current tax liabilities and when they relate to income taxes levied by the
same taxation authority and the company intends to settle its current tax assets and liabilities on a
net basis.

Current tax and deferred tax for the year

Current and deferred tax are recognised in profit or loss, except when they relate to items that are
recognised in other comprehensive income or directly in equity, in which case, the current and -
deferred tax are also recognised in other comprehensive income or directly in equity respectively.

h. Leasing commitments
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the
risks and rewards of ownership to the lessee. All other leases are classified as operating leases.

The company as lessee

Rentals payable under operating leases are charged to income on a straight-line basis over the term
of the relevant lease except where another systematic basis is more representative of the time
pattern in which economic benefits from the lease asset are consumed. Contingent rentals arising
under operating leases are recognised as an expense in the period in which they are incurred.

In the event that lease incentives are received to enter into operating leases, such incentives are
recognised as a liability. The aggregate benefit of incentives is recognised as a reduction of rental
expense on a straight-line basis over the lease term, except where another systematic basis is more
representative of the time pattern in which economic benefits from the leased asset are consumed.

i. Inventories

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

j- Provisions

Provisions are recognised when the company has a present obligation (legal or constructive) as a
result of a past event, it is probable that the company will be required to settle that obligation and a
reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the
present obligation at the balance sheet date, taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured using the cash flows estimated to settle
the present obligation, its carrying amount is the present value of those cash flows (when the effect
of the time value of money is material).

When some or all of the economic benefits required to settle a provision are expected to be
recovered from a third party, a receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be measured reliably.

k. Financial instruments

Financial assets and financial liabilities are recognised in the company’s balance sheet when the
company becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are
directly attributable to the acquisition or issue of financial assets and financial liabilities (other than
financial assets and financial liabilities at fair value through profit or loss) are added to or deducted
from the fair value of the financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or financial liabilities at
fair value through profit or loss are recognised immediately in profit or loss.

(a) Financial assets

Initial recognition and measurement

Financial assets within the scope of IAS 39 are all classified as financial assets at fair value through
profit or loss (FVTPL) or loans and receivables as appropriate. The company determines the
classification of its financial assets at initial recognition.

All financial assets are recognised initially at fair value plus transaction costs, except in the case of
financial assets recorded at fair value through profit or loss.

Loans and receivables

Trade receivables, loans, and other receivables that have fixed or determinable payments that are
not quoted in an active market are classified as ‘loans and receivable’. Loans and receivables are
measured at amortised cost using the effective interest method, less any impairment. Interest
income is recognised by applying the effective interest rate, except for short-term receivables when
the recognition of interest would be immaterial. .

Derecognition
A financia! asset (or, where applicable, a part of a financial asset or part of a group of similar
financial assets) is derecognised when:

e Therights to receive cash flows from the asset have expired

e The company has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
‘pass through arrangement; and either (a) the company has transferred substantially alt the
risks and rewards of the assets, or (b) the company has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.
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Accounting policies (continued)

k. Financial instruments (continued)

(b) Impairment of financial assets

The company assesses at each reporting date, whether there is objective evidence that a financial
asset or a group of financial assets is impaired. A financial asset is deemed to be impaired if there is
objective evidence of impairment as a result of one or more events that has occurred since the initial
recognition of the asset and the loss event has an impact on the estimated future cash flows of the
financial asset that can be reliably estimated. Evidence of impairment may include indications that
the debtors or a group of debtors is experiencing significant financial difficulty, default, the
probability that they will enter bankruptcy or other financial reorganisation and observable data
indicating that there is a measurable decrease in the estimated future cash flows, such as changes
in arrears or economic conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the company first assesses whether objective
evidence of impairment exists individually for financial assets that are individually significant, or
collectively for financial assets that are not individually significant. If the company determines that no

- objective evidence of impairment exists for an individually assessed financial asset, whether

significant or not, it includes the asset in a group of financial assets with similar credit risk
characteristics and collectively assess them for impairment.

(c) Financial liabilities

Initial recognition and measurement

Financial liabilities are classified as either financial liabilities ‘at FVTPL' or ‘other financial liabilities’.
The company determines the classification of its financial liabilities at initial recognition.

The company’s financial liabilities include trade and other payables, bank overdrafts, loans and
borrowings. )

Other financial liabilities

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction
costs. Other financial liabilities are subsequently measured at amortised cost using the effective
interest method, with interest expense recognised on an effective yield basis.

The effective interest method is a method of calculating the amortised cost of a financial liability and
of allocating interest expense over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash payments through the expected life of the financial liability,
or, where appropriate, a shorter period, to the net carrying amount on initial recognition.

Derecognition
A financial liability is derecognised when the obligation under the liability is discharged or cancelled,
or expires. .

(d) Offsetting of financial instruments

Financial assets and financial liabilities are offset with the net amount reported in the statement of
financial position only if there is a current enforceable legal right to offset the recognised amounts
and an intent to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.
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1. Accounting policies (continued)

I. Pension costs

The company operates a defined contribution pension scheme. Under a defined contribution
pension plan the company pays a pre-determined contribution to a separate privately administered
pension plan. Other than this contribution the company has no further legal or constructive
obligation to make further contribution to the scheme. '

Obligations for contributions to the scheme are recognised as an expense in the income statement
in the period in which they arise.

m. Warranties

Provisions for the expected cost of warranty obligations under local sale of goods legislation are
recognised at the date of sale of the relevant products, at the directors’ best estimate of the
expenditure required to settle the company’s obligation.

n. Going concern
The company’s business activities, together with the factors likely to affect its future development
and position, are set out in the Strategic Report on pages 2 and 3.

The company is expected to continue to generate positive cash flows on its own account for the
foreseeable future. The company participates in the group’s centralized treasury arrangements and
so shares banking arrangements with its parent and fellow subsidiaries.

The directors, having assessed the responses of the directors of Hitachi Europe Limited to their
enquiries have no reason to believe that a material uncertainty exists that may cast significant doubt
about the ability of Hitachi Information Control Systems Europe Limited to continue as a going
concern or its ability to continue with the current banking arrangements.

On the basis of their assessment of the company’s financial position and of the enquiries made of
the directors of Hitachi Europe Limited, the company’s directors have a reasonable expectation that
the company will be able to continue in operational existence for the foreseeable future. Thus they
continue to adopt the going concern basis of accounting in preparing the annual financial
statements.

o. Onerous contracts

Present obligations arising under onerous contracts are recognised and measured as provisions. An
onerous contract is considered to exist where the company has a contract under which the
unavoidable costs of meeting the obligations under the contract exceed the economic benefits
expected to be received under it. :

p. Critical accounting judgements and key sources of estimation uncertainty

in the application of the company’s accounting policies, which are described above, the directors are
required to make judgements, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and other factors that are considered to be relevant.
Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects both
current and future periods.
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2. Significant accounting estimates and assumptions
The preparation of the company’s financial statements require management to make judgements,
estimates and assumptions that affect the reported amounts of revenue, expenses, assets and
liabilities and the accompanying disclosure. Uncertainty about these assumptions and estimates
could result in outcome that requires a material adjustment to the carrying amount of the asset or
liability affected in future periods.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the
balance sheet date, that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are discussed below.

Recoverability of internally-generated intangible asset

During the year, management reconsidered the recoverability of its internally-generated intangible
asset which is included in its balance sheet at £3,118,366. The project continues to progress in a
very satisfactory manner, and customer reaction has reconfirmed management’s previous estimates
of anticipated revenues from the project.

However, management is confident that the carrying amount of the asset will be recovered in full,
even if returns are reduced. This situation will be closely monitored, and adjustments made in future
periods if future market activity indicates that such adjustments are appropriate.

3. Standards issued but not yet effective
At the date of authorisation of these financial statements, the following Standards and
Interpretations which have not been applied in these financial statements were in issue but not yet
effective (and in some cases had not yet been adopted by the EU):
IFRS 16 Leases 01 Jan 2019

The directors do not expect that the adoption of the standards listed above will have a material
impact on the financial statements of the company in the future periods, except as follows:
¢ |[FRS 16 will impact both the measurement and disclosure of leases

IFRS 15, ‘Revenue from contracts with customers’, deals with revenue recognition and establishes
principles for reporting useful information to users of financial statements about the nature, amount,
timing and uncertainty of revenue and cash flows arising from an entity’s contracts with customers.
Revenue is recognised when a customer obtains control of a good or service and thus has the
ability to direct the use and obtain the benefits from the good or service. Variable consideration is
included in the transaction price if it is highly probable that there will be no significant reversal of the
cumulative revenue recognised when the uncertainty is resolved. The standard replaces IAS 18,
‘Revenue’, and IAS 11, ‘Construction contracts’, and related interpretations. The standard is
effective for annual periods beginning on or after 1 January 2018, and earlier application is
permitted.

HICSE is working towards the implementation of IFRS 15 on 1 April 2018 and has carried out a
review of existing contractual arrangements as part of this process. The directors anticipate there
will be no material impact for the HICSE revenue streams. The directors estimate that the opening
balance sheet adjustment on 1 April 2018 will be to gross increase in retained earnings of £123k (in
relation to revenue), with a net impact of £4k. The impact on earnings in 2018 is difficult to predict as
this will depend on an assessment at the period end of the level of income that is highly probable
not to suffer a significant reversal. The profile of cash receipts is not affected by this standard.

Beyond the information above, it is not practicable to provide a reasonable estimate of the effect of
these standards until a detailed review has been completed.
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4. Revenue

Revenue, which is stated net of Value Added Tax and is in respect of continuing operations,
represents the amounts derived from the provision of services which fall within the company’s
ordinary activities. Sales from continuing activities by destination are as follows:

Year
ended
2018

UK and Republic of Ireland
Europe *
Japan

Year
ended
2017
£

21,782,072 16,624,356
(17,178)
1,281,810

39,163

1,128,000

23,046,704 17,791,509

* credit note of £17,178 relates to year ended 2017

5. Operating profit
This is stated after charging

Year
ended
2017
£

15,250

163,045
120,758
138,406
6,719,265
142,393

Year
ended
2017
£

Year
ended
2017
£

372,510
15,921

Year
ended
2018
£
Auditors’ remuneration — audit of the 15,900
financial statements
Depreciation — owned assets 198,770
Amortisation of intangible asset 277,571
Rentals payable under operating leases 135,839
Staff costs (note 8) 7,534,494
Research and Development cost expensed 1,612
6. Finance and other similar costs
Year
ended
2018
£
Interest income -
7. Directors’ remuneration
Year
ended
2018
£
Directors’ aggregate remuneration 536,351
Pension contributions 19,073
555,424

388,431

The remuneration in respect of the highest paid director was £174,522 (2017: £146,259); pension
contribution was £19,073 (2017: £11,562). Two directors were members of the company’s defined
contribution pension scheme (2017: Two). Some of the directors are remunerated by other
companies 'in the Hitachi group and it is not possible to reasonably attribute a part of their
remuneration to their qualifying services for this company. The directors are the only key personnel.
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8. Employee benefit expenses

Year Year

ended ended

2018 2017

£ £
Wages and salaries 6,167,234 5,559,212
Social security costs 1,005,956 833,602
Other pension costs 361,304 326,451
7,534,494 6,719,265

The average monthly number of employees during the year was made up as follows:

Year Year
ended ended
2018 2017
Sales, aaministration, and direct 114 103
9. Tax
(a) Tax on profit on ordinary activities
The tax charge / (credit) is made up as follows:
Year Year
ended ended
2018 2017
£ £
Current tax:
. UK corporation tax 29,200 25,610
Adjustment in respect of previous years : 1,540 10,360
30,740 35,970
Deferred tax
Current year 44,859 14,236
Adjustment in respect of previous periods (803) (50,389)
Effect of changes in tax rates (7,796) (17,540)
Tax on ordinary activities 36,260 (53,693)
Tax per income statement 67,000 (17,723)
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9. Tax (continued)

(b)  Factors affecting total tax charge for the current period

Year Year

ended ended

2018 2017

£ £

Profit for the period - continuing operations 350,251 193,793

Tax on profit at standard UK réte of 19% - 66,548 © 38,759
(2017: 20%)

Effects of:

Adjustments in respect of prior years 737 (40,029)

Expenses not deductible 5,478 2,343

Income not taxable (1,463) (2,429)

Tax rate changes (7,796) (17,540)

Non qualifying asset . 3,496 1,173

Total taxation charge / (credit) in the year 67,000 (17,723)

Income tax expense / (credit) reported in : 67,000 (17,723)

the income statement

(c) Factors that may affect future tax charges

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the
period when the asset is realised or the liability settled, based on tax rates that have been enacted
or substantively enacted at the statement of financial position date.

The UK corporation tax rate was reduced from 20% to 19% on 1 April 2017. The main rate reduces
to 17% on 1 April 2020.
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9. Tax (continued)

(d) Deferred tax
Analysis of deferred tax

Year Year
ended ended
2018 2017
. £ £
Temporary Differences :
Net Assets ‘ 175,984 160,137
Tax losses available (101,188) (118,078)
Deferred tax liability 74,796 42,059
Rate Change Effects
Net Assets (18,585) (44,304)
Tax Losses 10,789 26,764
Total Rate Change (7,796) (17,540)
Total Deferred tax liability 67,000 24,519
Year Year
ended ended
2018 2017
£ £
Deferred Tax Balance Sheet Amounts
Provision at start of period 162,227 205,920
Adjustment in respect to prior years (802) ~ (50,389)
Deferred tax charge to I/S for the period 37,063 (3,305)
Provision at end of period - 188,488 162,226

Deferred taxes have been valued using a 17% rate, which is expected to apply in the period when
the liability is settled or the asset is realised based on tax laws and rates that have been enacted or

substantively enacted at the balance sheet date.
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10. Tangible fixed assets

Leasehold  Fixtures and Computers Total
improvements fittings
£ £ £ £

Cost:
At 1 April 2016 46,264 121,580 182,582 350,426
Additions 5,865 34,697 179,086 219,648
Disposal - - - -
At 1 April 2017 52,129 156,277 361,668 570,074
Additions ‘ 62,798 1,528 83,934 148,260
Disposal - - - -
At 31 March 2018 114,927 157,805 445,602 718,334
Accumulated depreciation: 4 '
At 1 April 2016 28,659 38,343 66,531 133,533
Charge during the year 11,781 25,688 125,576 163,045
Disposal _ - - - -
At 1 April 2017 40,440 64,031 192,107 296,578
Charge during the year 16,250 31,399 151,121 198,770
Disposal - - - ' -
At 31 March 2018 . 56,690 95,430 343,228 495,348
Net book value: ,
At 31 March 2018 58,237 62,375 102,374 222 986
At 31 March 2017 11,689 92,246 169,561 273,496

The company has no restrictions on title, no tangible fixed assets are pledged as security for
liabilities.
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Intangible assets

Cost:
At 1 April 2016
Additions

At 1 April 2017
Additions
Disposals

At 31 March 2018

Depreciation:

At 1 April 2016

Charge during the year
Impairment

At 1 April 2017

Charge during the year
Impairment

Disposals

At 31 March 2018

Net book value:
At 31 March 2018

At 31 March 2017

As described in note 1, the company performs an impairment review at the end of each reporting
period (the impairment of £10,146 is shown above). Directors determined (on a product by product
basis) that the useful economic life was still relevant and that they were related to future sales. The
impairment charge is included in “Cost of sales” in the Income Statement.

Development

expenditure
£

4,061,514

1,164,065

5,225,579
1,507,959

(1,091,140)
5,642,398

1,890,099
120,758
96,356

2,107,213

277,571
10,146
(1,091,140)

1,303,790

4,338,608

3,118,366
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31-Mar-17
£

57,872

57,872

31-Mar-17
£

1,219,341
288,000
206,653

2,812,629

Inventory

31-Mar-18
£
Raw materials - 195,969
195,969

Trade and other receivables
31-Mar-18
£
Trade receivables — third party 1,382,177
Amounts owed by group undertakings 278,910
Sundry receivables 236,711
Prepayments and accrued income 2,654,552
Corporation tax -
4,552,350

4,526,623

Trade receivables disclosed above are classified as loans and receivables and are therefore
measured at amortised cost. Trade receivables are non-interest bearing and are generally on
average terms of 36 days. The carrying amounts of the trade and other receivables are a
reasonable approximation of fair value. Trade receivables which are neither past due nor impaired
are considered to be fully recoverable. The company does not hold any collateral or other credit
enhancements over any of its trade receivables nor does it have a legal right of offset against any

amounts owed by the company to the counterparty.

Ageing of non-impaired receivables:

31-Mar-17
£

717,632
453,709
48,000

31-Mar-18

£

Current 1,253,625
31 - 60 days 128,552
61— 90 days -
91 — 120 days -
1,382,177

1,219,341

In determining the recoverability of a trade receivable the company considers any change in the
credit quality .of the trade receivable from the date credit was initially granted up to the reporting

date.
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13. Trade and other receivables (continued)
Contracts in progress at the balance sheet date

31-Mar-18 31-Mar—j7

£ £
Amounts due from contract customers 1,382,177 1,219,341
included in trade and other receivables
Amounts due to contract customers - 216,000

included in trade and other payables

There were no amounts due after 12 months.

There was no movement in allowance for doubtful debts.
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14. Trade and other payables

31-Mar-18 31-Mar-17

£ £
Trade payables — third party 551,699 810,491
Amounts owed to group undertakings 3,246,843 2,753,044
Other taxation and social security 165,322 97,984
Deferred tax 188,488 152,226
Accruals and deferred income 1,119,396 1,047,774
Other payables 187,289 ’ 35,622

5,459,037 4,897,141

The carrying amounts of the trade and other payables are a reasonable approximation of fair
value. The standard supplier credit terms are on average 31 days.
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16.

at 31 March 2018

Contingent liabilities at reporting date

There were no contingent liabilities during the year.

Provisions for liabilities

Dilapidations

Holiday / time off in lieu
Warranty

Probable losses

31-Mar-18 31-Mar-17
£ £

277,515 247,673
154,072 128,966
192,709 97,672
649,676 700,527
1,273,972 1,174,838

The warranty provision represents management’s best estimate of the company’s liability under 12/24-
month warranties granted on TREsa/TRESim products, based on past experience and industry averages
for defective products. The dilapidations provision represents management's best estimate of the
company'’s liability. The holiday / time off in lieu provision represents actual untaken time at 31-Mar-17.
The probable losses provision represents management’s best estimate of the company’s liability.

Expected time frame over which the provision will be utilised:

+ Dilapidations: at end of lease (4-5 years)
+ Holiday / time off in lieu: 12 months

» Warranty: 12-24 months

* Probable losses: 24 months

At 31-03-17
Additions
Utilisation

At 31-03-18

Current Provisions:

Holiday / time off in lieu
Warranty

Non-current provisions:

. Dilapidations

Warranty
Probable losses

Dilapidations  Holiday/TOIL Warranty Future losses Total
247,673 128,966 97,672 700,527 1,174,838
29,842 29,340 157,886 20,505 237,573
- (4,234) (62,849) (71,356) (138,439)
277,515 154,072 192,709 649,676 1,273,972
31-Mar-18 31-Mar-17
£ £
154,072 128,966
42,228 27,412
196,300 156,378
31-Mar-18 31-Mar-17
£ £
277,515 247,673
150,481 70,260
649,676 700,527
1,077,672 1,018,460
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17. Cash and overdraft
Cash and cash equivalents compose the following as 31 March:
: 31-Mar-18 31-Mar-17
£ £

Cash at bank and in hand 935,291 1,324,566
Inter-company overdraft - -

935,291 1,324,566

Cash comprises cash in hand and deposits repayable on demand, less overdrafts payable on
demand from Hitachi Europe Limited. Cash and cash equivalents comprise cash and short-term
bank deposits with an original maturity of three months or less, net of outstanding intercompany
overdrafts. The carrying amount of these assets is approximately equal to their fair value. Cash and
cash equivalents at the end of the reporting period as shown in the statement of cash flows can be
reconciled to the related items in the balance sheet position as shown.

Share capital

31-Mar-18 31-Mar-17

£ £

Allotted, authorized, issued, called up and fully paid
Ordinary shares of £1 each 200 200
200 200

The company has one class of ordinary shares which carry no right to fixed income.

Reconciliation of shareholders’ funds and movements on reserves

Total

Share Retained  shareholders’

capital earnings funds

£ £ £

31 March 2017 200 3,228,744 3,228,944
Profit for the year - 283,251 283,251
31 March 2018 - 200 3,511,995 3,612,195
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20. Notes to the cash flow statement

Year Year
“ended ended
2018 2017
£ £
Profit before taxation 350,251 193,793
Adjustments to reconcile profit for the year to net cash from
operating activities:
Depreciation charge on tangible fixed assets 198,770 163,045
Amortisation of intangible fixed assets 277,571 120,758
Impairment charge of intangible fixed assets 10,146 96,356
Increase in provisions 99,134 789,264
Operating cash flows before movements in working 868,872 1,380,939
capital
Increase in inventory . (138,097) (52,161)
Increase in trade and other receivables (25,727) (1,183,083)
Increase in trade and other payables 494,896 1,805,445
Movement in working capital 398,072 552,201
Net cash from operating activities 1,266,944 1,933,140

21. Operating lease arrangements
At 31 March 2018 the company had minimum lease payments under non-cancellable operating
leases as set out below: ‘

Land and Land and
buildings buildings
31 March 31 March
2018 2017
£ £
Operating leases which expire:
Within one year 47,596 133,406
In two to five years 83,407 102,143

Over five years -

Operating lease payments represent rentals payable by the company for certain of its office
properties. Leases are negotiated for an average term of 5 years with an option to extend for a
further 5 years at the then prevailing market rate. '
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Related party transactions

The company does not have a subsidiary. During the year, the company entered into the following
transactions with related parties which include the parent company, ultimate parent company and its
fellow subsidiary; Hitachi Rail Europe Limited as Other related parties.

The following table provides the total amount of transactions that have been entered into with
related parties for the financial year:

. Sales to Purchases Amounts  Amounts Amounts

related from owed by owed to owed fo
parties related related related related
parties parties parties parties,
included
in
accruals
£000 £000 £000 £000 £000

Entities with significant :

influence over the company:

Hitachi Europe  31-03-18 C- 1,388 - 61 108
Limited 31-03-17 - 1,402 - 217 143
Hitachi, Ltd 31-03-18 1,282 8,149 279 - 3,053
31-03-17 1,128 4,562 288 442 1,905
Hitachi Rail 31-03-18 14,758 196 - - 24
Europe Limited  31-03-17 8,969 159 - - 40
Other related 31-03-18 ' - 128 - - -
parties 31-03-17 - 29 - 23 20

Ultimate parent undertaking and controlling party
The immediate parent undertaking is Hitachi Europe Limited, a company registered in England &

Wales.

The ultimate parent undertaking and controlling party of the largest group which includes the
company and for which group financial statements are prepared, is Hitachi, Ltd, a company
registered in Japan. The group financial statements of this group are available to the public and may
be obtained from: :

Hitachi, Ltd, 6-6, Marunouchi 1 — chome, Chiyoda-Ku, Tokyo 100-8280, Japan.
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Notes to the financial statements
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Financial Instruments -

Capital risk management

The company manages its capital to ensure that the company will be able to continue as a going
concern whilst maximizing the return to stakeholders. The company’s overall strategy remains
unchanged from 2017. :

The company is not subject to any externally imposed capital requirements and does not have any
external borrowings.

Significant accounting policies

Details of the significant accounting policies and methods adopted (including the criteria for
recognition, the basis of measurement and the bases for recognition of income and expenses) for
each class of financial asset, financial liability and equity instrument are disclosed in note 1.

Categories of financial instruments

31-Mar-18 31-Mar-17
Financial assets:
Cash and bank balances 935,291 1,324,566
Other loans and receivables 4,552,350 4,526,623

5,487,641 5,851,189

Financial liabilities:
Trade and other payables 5,459,037 4,950,835

5,459,037 4,950,835

Financial risk management objectives

The Group's Corporate Treasury function (Hitachi Europe Limited) is supporting the company by
providing its Corporate Treasury function to provide services to the business, co-ordinate access to
domestic and international financial markets, monitors and manages the financial risks relating to
the operations of the company. These risks include foreign currency risk, credit risk, and liquidity
risk.

The Board of Directors reviews and agrees policies for managing each of the two key risks which
are summarised below.

Credit risk .

Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in
financial loss to the company. The company has adopted a policy of only dealing with creditworthy
counterparties and obtaining sufficient collateral where appropriate, as a means of mitigating the risk
of financial loss from defaults. The company uses independent rating agencies where available, to
assess the creditworthiness of its counterparties. Where official ratings are not available, the
company uses other publicly available financial information and its own trading records to rate its
major customers. The credit ratings of its counterparty are continuously monitored and the credit
exposure is controlled by counterparty limits that are reviewed annually.

Trade receivables consist of a small of customers, predominantly in the UK. The requirement for
impairment is analysed at each reporting date on an individual basis for major clients. Additionally, a
large number of minor receivables are grouped into homogenous groups and assessed for
impairment collectively.
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Financial Instruments (continued)

The credit risk on liquid funds is limited because the counterparties are banks with high credit-
ratings assigned by international credit-rating agencies.

The carrying amount of financial assets recorded in the financial statements, which is net of
impairment losses, represents the company’s maximum exposure to credit risk as no collateral or
other credit enhancements are held.

Liquidity risk

The board of directors has established an appropriate liquidity risk management framework for the
management of the company’s short-, medium- and long-term funding and liquidity management
requirements. The company manages liquidity risk by maintaining adequate reserves, banking
facilities and loan facilities by continuously monitoring forecast and actual cash flows.
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