Registered Number: 01082975 (England and Wales)

Strategic Report, Report of the Directors and

Financial Statements

for the Year Ended 31 March 2020

for

Hitachi Construction Machinery (UK)
Limited

A

13/01/2021 a1
COMPANIES HOUSE )



Hitachi Construction Machinery (UK)
Limited

Contents of the Financial Statements
for the Year Ended 31 March 2020

Company Information

Strategic Report

Report of the Directors

Report of the Independent Auditors
Income statement

Statement of Other Comprehensive Income
Balance Sheet

Statement of Changes in Equity

Notes to the Financial Statements

Page

10
11
12

13



Hitachi Construction Machinery (UK)
Limited

Company Information
for the Year Ended 31 March 2020

Directors:

SECRETARY:

REGISTERED OFFICE:

REGISTERED NUMBER:

AUDITOR:

BANKERS:

SOLICITORS:

D Roberts

M Sue

M Yamazawa
K Aoyama

A Shield

Monkton Busimess Park North
Hebburn

Newcastle

NE312JZ

01082975 (England and Wales)

Emst & Young LLP
Citygate

St James' Boulevard
Newcastle Upon Tyne
NE1 4D

The Royal Bank of Scotland
1 Trimity Gardens

2nd Floor

Broadchare

Quayside

Newcastle Upon Tyne

NE1 2HF

Addleshaw Goddard
Sovereign House
PO Box 8
Sovereign Street
Leeds

LS1 1HQ

Page 1



Hitachi Construction Machinery (UK)
Limited

Strategic Report )
for the Year Ended 31 March 2020

The directors present their strategic report for the Year Ended 31 March 2020.

-Despite a decline in market demand during the trading period under review, the company realised record tumover
amounting to £247,047,000 (FY'19 £236.757,000). The company continued to experience increased pressure in relation to
adverse movement in foreign exchange currencies and commodity pricing which resulted in increased material cost, and
diluted gross margins. Profit before tax: £6,452,000 (FY19 £6,992,000).

Uncertainty surrounding the UK’s vote to leave the European Union (Brexit) and future trading agreements continued to
weigh on market confidence for the majority of the year. However, signs of stabilisation and improved market sentiment
were recognised after the UK government election in December and completion of Brexit at the end of January, and this
had a positive effect on demand in the latter part of the financial year. Growth was driven by improved market share
especially in mid size excavators, and continued expansion of the aftersales and used equipment divisions.

In the short-term the board anticipates that COVID-19 will cause disruption to our services and customer base, due to the
establishment of social distancing rules. The health and welfare of our employees, customers and suppliers remain our top
priority. During this period the company will remain operational providing services as a key service provider to our
customers (including critical services). Despite the uncertainty surrounding the impact that COVID-19 will have on the
next trading year, the board remain confident that the business will be able to adapt and are optimistic that market demand
will return during the financial year. Further information can be found in Note 2 of this report.

The business success will continue to be underpinned by providing high quality machines, with excellent support as well
as developing new income streams through new products and innovations. We will continue to provide and enhance a safe
and open culture allowing our employees to thrive. These values will allow the business to retain and develop relationships
with it’s existing loyal customers, as well as grow the business through acquisition of new customers.

The company uses a number of financial and non-financial KPI’s to measure company performance and these continue to
be reported both at board level and to managers during regular meetings. These include a number of health and safety,
environmental, and employee related KPI’s. In addition, customer service levels, complaints, and sales plan achievement
are all monitored. The directors consider that the company has an effective measurement and reporting framework, which
is consistent with its size and complexity.

Financial Risk and Management Objectives

The company’s financial instruments comprise of forward exchange contracts entered into in respect of purchases
denominated in foreign currencies, together with cash, debtors and creditors. Management objectives of continued focus
on customer requirements, effective delivery of improved services to customers, continued control of direct and indirect
costs and improved product quality continue to be at the forefront of the company’s principles.

Cash Flow Risk .
The company invests surplus cash in a floating rate interest yielding bank deposit account and has access to a floating rate
interest bearing overdraft facility.

Credit Risk
The company has external debtors, however, the company manages credit risk by undertaking appraisals of customers in
order to ensure that credit is extended to customers who are credit worthy, and unlikely to default.

Liquidity Risk
The company aims to mitigate liquidity risk by managing cash generated by its operations.

ON BEHALF OF THE BOARD:

......................................... A SR o
D Roberts - Director
11 Dec‘ember 2020
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Hitachi Construction Machinery (UK)

Limited

Report of the Directors
for the Year Ended 31 March 2020

The directors present their report with the financial statements of the company for the Year Ended 31 March 2020.

DIVIDENDS
The profit for the year, after taxation, was £5,070,000 (2019 - £5,591,000) A final dividend payment of £4,539,773 was

made n respect of the previous trading year The directors propose a final dividend of £4,061,994 n respect of this financial
trading year

DIRECTORS
The directors shown below have held office during the whole of the period from 1 April 2019 to the date of this report.

D Roberts
M Yamazawa
K Aoyama

Other changes n directors holding office are as follows-

M Sue - resigned 28 October 2019
GOING CONCERN

The directors have adopted the gomg concern basis 1n preparing these financial statements after assessing the principal
risks and having considered the impact of a severe but plausible downside scenario for COVID-19. The major variables
are the depth and duration of COVID-19, and the mmpact on the construction industry i which the company operates The
directors have considered the impact of the current COVID-19 environment for the next accounting period and beyond.
Whilst the situation continues to evolve, the board regularly update cashflow and financial scenarios and have considered
a number of impacts on financial performance including sales, profits and cash-flows

Whilst the virus may impact the company across all of its stakeholders, the board anticipate that any postponement or
cancellation of customer orders will result in lost volumes, which will have a negative impact on profitability and may
require significant action n relation to operational cost reductions. However, scenario modelling would indicate that the
company will remain profitable over the period to 31 December 2021, with a return to previous levels of profitability
expected mn the medium term In the short term the board anticipates increased pressures on hquidity, due to lower volumes
and imcreased inventory This will be managed through existing cash balances and facilities available to it from its parent
company or the Hitachi Group, as well as flexibility over the settlement of intercompany trading balances, for which wnitten
parental support has been obtained The directors are satisfied that 1ts parent companies are able to extend this support

The directors believe that the company 1s well placed to manage business risks adequately and have a reasonable
expectation that the company has adequate resources to continue in operation for the foreseeable future. The board therefore
consider that 1n the absence of any material uncertainties, it 1s appropriate to adopt the going concern basis in the preparation
of these financial statements

POLITICAL AND CHARITABLE CONTRIBUTIONS
The group made no pohtical contributions during the year (2019 - £n1l)

Donations to UK charities amounted to £3,106 (2018 - £4,722)
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Hitachi Construction Machinery (UK)
Limited

Report of the Directors (Continued)
for the Year Ended 31 March 2020

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for preparing the financial statements (incorporating the Strategic Report and the Report of.
the Report of the Directors) in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare the financial statements in accordance with Umited Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards and applicable law) Under company law the directors must not approve
the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the company

and of the profit or loss of the company for that period In preparing these financial statements, the directors are required
to

- select surtable accounting policies and then apply them consistently,

- make judgements and accounting estimates that are reasonable and prudent,

- state whether applicable accounting standards have been followed, subject to any material departures disclosed
and explained in the financial statements;

- prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the company
will continue 1n 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
uregularities

Section 172(1) Statement

The following Section 172 statement which 1s required by the Companies Act 2006 describes how the Directors have had
regard to the matters set out m section 172 (1a to 1f) and forms the director’s views of the Company’s stakeholders 1n their
decision making,.

Employees .

It is the company's policy to give full and fair consideration to applications for employment made by disabled persons
having regard to their particular aptitudes and abilities, to continue wherever possible the employment of staff who became
disabled and to provide opportunities for trainng and career development of disabled employees

The company considers the welfare and engagement of its employees to be a critical factor in 1ts success and is committed
to consulting employees or their representatives on a regular basts so that the views of employees can be taken into account
when making decisions which are likely to affect their interests

How we engage

During the financial year the company established an employee forum made up of representatives from across the business
to further improve communication channels, subsequently enhancing employee engagement Opportunity 1s given at these
meetings for senior executives to be questioned about matters, which concern the employees

What matters to them
Our employees are looking for a safe workplace that gives job security, opportunities for development & progression,
challenging roles with excellent support and communication

What are we doing

The company operates an employee survey every two years, the results of which are communicated throughout the
organisation. With regular tool-box talks, operational and departmental meetings. the health, safety and the wellbeing our
employees, stakeholders and the environment in which we operate remain at the forefront of our business operations. The
company operates an annual appraisal and feedback program for all employees

Customers and Suppliers

Customers and suppliers form a fundamental part of our business success Our customer base 1s formed of both group and
third-party customers from construction related industries Our supphers can be grouped mto two main areas, those
involved i providing engineered goods and services, and those mvolved 1n providing operational and establishment
support services.

Page 4



Hitachi Construction Machinery (UK)
Limited

Report of the Directors (Continued)
for the Year Ended 31 March 2020

How we engage

We engage with customers and suppliers through cross divisional working group mhatives that are achieved through
strategic and regional management

What matters to them :

Our customers require the company to provide safe, high quality, durable and rehable products competitively, on time,
anywhere in the UK & Ireland Then, during the term of ownership, new and used equipment owners need local, rehable
and responsive aftersales suppott for routine mamntenance and repairs. Both of the above factors contribute to a low total
cost of ownership The company only trades with the highest quality supply partners Having met the criteria to be an
approved vendor, our suppliers need us to be a safe, reliable, trusted and consistent customer We provide them with robust -
supply agreements and planned requirement schedules whenever possible, paying on time and in full where goods and
services have been fulfilled to order

What are we doing ) ‘
During the financial year the Company increased and enhanced it’s resources m both sales and product support to ensure
the group strategy of Customer Interest First is met It also reinforced its due diligence of its supply chain, with the aim of
delivering improved quality and performance of our products and services to our customers.

Investors

The Company is privately owned with all shares being held internally within the Hitachi Construction Machinery Group
Strategic decisions and operational matters related to the company are made by the board which mcludes representatives
of the Hitach1 Construction Machinery Group

Energy and Carbon Reporting
The company is commutted to reducing 1its GHG emissions, and as part of the Hitach1 Group we are working towards
achieving the environmental targets set by Hitachi, Ltd

Our approach to reporting 1s based on the GHG Protocol Corporate Accounting and Reporting Standard. In line with the
guidance on SECR we have included the energy and emissions for the buildings we own and operate (those within our
financial control boundary) and also those where we lease facilities and are responsible for the energy consumption (but
which are outside our financial control)

We have used the latest Defra emissions factors, and our gross emissions total in the table applies the ‘location based’
accounting methodology for grid emissions We have also shown the net benefit of our renewable energy procurement
via our suppliers, applying the ‘market-based’ accounting methodology, which 1s mcluded in our net emissions total

We have chosen the ntensity measure gross scope 1 and 2 emissions 1 tCO2e per square meter as our activity 1s
predominantly office based

Energy Consumption FY 2019 Units
Total Electricity ' 699,175 kWh
Total Gas 1,116,022 kWh
Total Fuel 672,422 kWh
Emissions
Scope 1 »
Emissions from combustion of gas 205,181 kgCO2e
Emissions from combustion of fuel for transport purposes - company owned 175,355 kgCO2e
Scope 2/3 '
Emissions from purchased electricity (location based) 178,709 kgCO2e
Scope 3
Total gross CO2e based on above 559,244 kgCO2e
tCO2e
intensity ratio tCO2e gross/m2 : 002 gross/m2
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Hitachi Construction Machinery (UK)
Limited

Report of the Directors (Continued)
for the Year Ended 31 March 2020

Energy efficiency action taken

The company has implemented a number of energy efficiency measures during the accounting period, including; the
installation of LED lighting throughout our head office and production facility, installation of LED lighting at some of
our other business locations. We have revised our company vehicle policy to limit CO2 emission for company car drivers
and introduced electric and hybrid vehicles into our vehicle fleet.

What are we doing

The company will continue to effectively manage our energy usage through our Energy Management Committee,
adherence to ESOS reporting criteria and ISO 50001 accreditation. The company will continue to identify areas to
improve energy efficiency in the proceeding reporting period.

Principal Decisions
During the year the following are a selection of the principal decisions made by the board:
- Further developments to the company’s product support business was made, including increased headcount and
the relocation of a number of staff from existing business locations to enhanced facilities.
- A salary increase was agreed across all operational units effective 01 April 2019.
- The company established new vision, mission and value statements to underpin its business operations.
- A new three-year business plan was agreed in line with Hitachi Construction Machinery group initiatives.

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITOR

So far as the directors are aware, there is no relevant audit information (as defined by Section 418 of the Companies Act
2006) of which the company's auditor is unaware, and each director has taken all the steps that he ought to have taken as a
director in order to make himself aware of any relevant audit information and to establish that the company's auditor is
aware of that information.

AUDITOR
The auditor, Emst & Young LLP, will be proposed for re-appointment at the forthcoming Annual General Meeting.

ON BEHALF OF THE BOARD:

b’erts - Director

D Ro

Date: 11 December 2020
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Report of the Independent Auditors to the Members of Hitachi Construction Machinery (UK) Limited

Opinion

We have audited the financial statements of Hitachi Construction Machinery (UK) Limited for the year ended 31 March
2020 which comprisc thc Incomc Statement, the Statement of other comprehensive income, the Balancg Sheett tpe
statement of changes in cquity and the related notes 1 to 20, including a summary of significant accounting pphc:gs. The
financial reporting framework that has been applied in their preparation is applicable law and International Financial

Reporting Standards (IFRSs) as adopted by the Europcan Union.

In our opinion, the financial statcments:

e give a truc and fair view of the company’s affairs as at 31 March 2020 and of its profit for the year then ended;

e have been properly prepared in accordance with IFRSs as adopted by the Europcan Union; and

e havc 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 responsibilitics under those standards arc 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
rcquirements 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
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 compriscs 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 ppinion 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 identity 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.
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Report of the Independent Auditors to the Members of Hitachi Construction Machinery (UK) Limited (contined)

Opinions on other matters prescribed by the Companies Act 2006 /

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

o the information given in the strategic report and the directors’ report for the financial year for which the financial

statements are prepared is consistent with the financial statements; and

e the strategic report and 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:
adequate accounting records have not been kept, 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 retumns; or
e  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 set out on page 4, 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
contro] 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 so.

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

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.

Qa4 1€

Alistair Denton (Senior statutory auditor)
for and on behalf of Emst & Young LLP, Statutory Audltor

Newcastle Upon Tyne
Date: 11 December 2020
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Hitachi Construction Machinery (UK)
Limited

Income Statement
for the Year Ended 31 March 2020

TURNOVER

Cost of Sale

GROSS PROFIT
Distribution Costs
Administrative Expenses
OPERATING PROFIT

Interest recetvable from group undertakings
Interest paid - leases

PROFIT BEFORE TAXATION

Tax on profit

PROFIT FOR THE FINANCIAL YEAR

All of the above activities are continuing

Notes

n
2

£000

2,491

6,554

Pagé 9

2020 2019

£000 £000

247,047
231,567
15,480

2,157

6,409
9,045
6,435

43
(26)

6,452

1,382

5,070

£000

236,757

221,256

15,501

8,566

6,935

57

6,992

1,401

5,591



Hitachi Construction Machinery (UK)
Limited

The notes form part of these financial statements

Statement of Other Comprehensive Income
for the Year Ended 31 March 2020

PROFIT FOR THE YEAR
OTHER COMPREHENSIVE INCOME

TOTAL COMPREHENSIVE INCOME FOR
THE YEAR
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Hitachi Construction Machinery (UK)
Limited :

The notes form part of these financial statements
Balance Sheet
31 March 2020

2020 2019
Notes £000 £000 * £000 £000
FIXED ASSETS . :
Tangible assets 8 5,361 4,846
Right of use assets 12 2,454 -
7,815 4,846

CURRENT ASSETS '
Stocks 9 44,283 46,974
Debtors: amounts falling due within one year 10 30,327 42,540
Cash at bank and in hand 8,492 9,195

83,102 98,709
CREDITORS
Amounts falling due within one year 11 71,142 . 86,290
NET CURRENT ASSETS 11,960 12,419
TOTAL ASSETS LESS CURRENT 19,775 17,265
LIABILITIES
Amounts falling due over one year 12 2,002
PROVISIONS FOR LIABILITIES 13 332 263
NET ASSETS 17,441 __ 17,002
CAPITAL AND RESERVES
Called up share capital 14 1,350 1,350
Retained earnings 15 ’ 16,091 15,652
SHAREHOLDERS' FUNDS 17,441 __ 17,002

The financial statements were approved by the Board of Directors on 11 December 2020 and were signed on its behalf
by:

D Rob rts - Director
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Hitachi Construction Machinery (UK)
Limited

: The notes form part of these financial statements
Statement of Changes in Equity
for the Year Ended 31 March 2020

Called up
Share Total Retained
* capital earnings equity
£000 £000 £000
Balance at 1 April 2018 1,350 11,787 13,137
Changes in equity :
Dividends - (1,726) (1,726)
Total comprehensive mmcome .- 5,591 5,591
Balance at 31 March 2019 1,350 15,652 17,002
Changes in equity
Dividends : - (4,540) (4,540)
Effect of adoption of IFRS 16 Leases ©n 1)
(Note 12)
Total comprehensive income - 5,070 5,070
Balance at 31 March 2020 1,350 16,091 17,441
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Hitachi Construction Machinery (UK)

Limited

Notes to the Financial Statements

for the Year Ended 31 March 2020

1.

AUTHORISATION OF FINANCIAL STATEMENTS AND STATEMENT OF COMPLIANCE WITH
FRS 101

The financial statements of Hitachi Construction Machinery (UK) Limited for the Year Ended 31 March 2020 were
authorised for 1ssue by the board of directors on 11 December 2020 and the balance sheet was signed on the board’s
behalf by D Roberts The company 1s a private company and 1s incorporated and domiciled in the UK. The address of
its registered office 1s Monkton Business Park North, Hebburn, Tyne and Wear, NE31 2JZ The financial statements
were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure Framework (FRS 101) and
in accordance with applicable accounting standards The company’s financial statements are presented in British
sterling and all values are rounded to the nearest pounds (£000) except where otherwise indicated The results of
Hitachi Construction Machmery (UK) Limited are included in the consolidated financial statements of Hitachi
Construction Machmery Japan, which are available from https-//www hitachicm com/global/investor-relations The
principal accounting policies adopted by the company are set out in note 2

ACCOUNTING POLICIES

Going concern

The directors have adopted the going concern basis in preparing these financial statements after assessing the principal
nisks and having considered the impact of a severe but plausible downside scenario for COVID-19 The major variables
are the depth and duration of COVID-19, and the impact on the construction industry in which the company operates.
The directors have considered the impact of the current COVID-19 environment for the next accounting period and
beyond Whilst the situation continues to evolve, the board regularly update cashflow and financial scenarios and have
considered a number of impacts on financial performance including sales, profits and cash-flows.

Whilst the virus may impact the company across all of its stakeholders, the board anticipate that any postponement or
cancellation of customer orders will result in lost volumes, which will have a negative impact on profitability and may
require significant action in relation to operational cost reductions However, scenario modelling would indicate that
the company will remain profitable over the period to 31 December 2021, with a return to previous levels of
profitability expected i the medium term In the short term the board anticipates increased pressures on hquidity, due
to lower volumes and mcreased inventory This will be managed through existing cash balances and facilities available
to 1t from 1ts parent company or the Hitach1 Group, as well as flexibihty over the settlement of intercompany trading
balances, for which written parental support has been obtained The directors are satisfied that 1ts parent companies
are able to extend this support. ’

The directors believe that the company 1s well placed to manage busmess risks adequately and have a reasonable
expectation that the company has adequate resources to continue n operation for the foreseeable future. The board
therefore consider that in the absence of any material uncertainties, it 1s appropriate to adopt the going concern basis
n the preparation of these financial statements
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Hitachi Construction Machinery (UK)
Limited

Notes to the Financial Statements - continued
for the Year Ended 31 March 2020

2. ACCOUNTING POLICIES - continued

Basis of preparation
The principal accounting polmes applied i the preparation of these financial statements are set out below

The company has prepared its ﬁnancra] statements in accordance with FRS 101 for all periods presented

The company has taken advantage of the following disclosure exemptions in preparing these financial statements, as
permitted by FRS 101 "Reduced Disclosure Framework"

¢ the requirements of [FRS 7 Financial Instruments Disclosures,

¢ the requirements of paragraphs 91 to 99 of IFRS 13 Fair Value Measurement,

¢ therequirement in paragraph 38 of IAS 1 Presentation of Financial Statements to present comparative information
in respect of

e paragraph 79(a)(1v) of IAS 1, and

e  paragraph 73(e) of IAS 16 Property, Plant and Equipment,

e the requirements of paragraphs 10(d), 10)(f), 16, 38A, 38B, 38C, 38D, 40A, 40B, 40C, 40D and 111 of IAS 1
Presentation of Financial Statements,

e the requirements of paragraphs 134 to 136 of IAS 1 Presentation of Financial Statements,

e therequirements of JAS 7 Statement of Cash Flows,

o the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes 1n Accounting Estimates and
Errors,

e the requirements of paragraphs 17 and 18A of IAS 24 Related Party Disclosures,

e the requirements in IAS 24 Related Party Disclosures to disclose related party transactions entered mto between
two or more members of a group,

e the requirements of paragraphs 118(e) of IAS 38 Intangible Assets

e the requirements of paragraphs 134(d) to 134(f) and 135(c) to 135(e) of IAS 36 Impairments of Assets.

Tangible fixed assets
Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impawrment losses Depreciation
1s provided at the following annual rates in order to write off each asset over its estimated useful ife.

Freehold property - 1.5% per annum

Short leasehold - over the lease term
Plant and machiery - 10% to 20% per annum
Fixtures and fittings - 10% to 20% per annum
Motor vehicles - 25% on cost per annum
Computer equipment - 20% per annum

The carrying value of tangible fixed assets are reviewed for imparment if events or changes n circumstances indicate
that the carrying value may not be recoverable. Useful economic lives and residual values are reviewed annually and
where adjustments are required, these are made prospectively

Revenue recognition

Revenue 1s recognised to the extent that 1t is probable that the economic benefits will flow to the Company and the
revenue can be reliably measured Revenue is measured at the fair value of the consideration recewved, excluding
discounts, rebates, value added tax and other sales taxes The following criteria must also be met before revenue 1s
recognised

Sale of goods

Revenue from the sale of goods is recognised when the.significant risks and rewards of ownership of the goods have
passed to the buyer, usually on dispatch of the goods, or where the customer has paid for the goods but requested that
the company hold the goods on their behalf for a short period of time
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Hitachi Construction Machinery (UK)

Limited

Notes to the Financial Statements - continued
for the Year Ended 31 March 2020

2. ACCOUNTING POLICIES - continued

IFRS 15

In 2019, all ncome streams were reviewed aganst the requirements of IFRS 15 Revenue from Contracts with
Customers and the review concluded that the current accounting policies were comphant with IFRS 15

Stocks

Stocks are stated at the lower of cost.and net realisable value. Cost is arrived at as follows.

Raw materials - purchase cost on a first 1n first out basis

Work 1n progress and finished goods - cost of direct matenals and labour plus attributable overheads based

on a normal level of activity less foreseeable losses

Net reahisable value 1s based on estimated selling price less any further costs to be incurred to completion and disposal

IFRS 9 Financial Instruments

A financial istrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument of another entity. The company’s financial assets include trade receivables and cash and cash equivalents
The company does not have any derivatives, guarantees or external debt / loans.

Cash at bank and in hand

Cash and short term deposits 1n the balance sheet comprise cash at banks and mn hand and short term deposits with an
oniginal maturity of three months or less.

Trade and other debtors

Trade debtors, which generally have 30-90 day terms, are recognised and carried at their original mvoiced amount less
expected credit losses Where the time value of money 1s material, receivables are carried at amortised cost Provision
for impairment 1s made through profit or loss based on historic average of impairments multiplied by the balance of
trade debtors Balances are written off when the probability of recovery is assessed as bemng remote

Taxation

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authorities, based on tax rates and laws that are enacted or substantively enacted by the balance sheet date Deferred
mcome tax 1s recognised on all temporary differences arising between the tax bases of assets and habilities and thewr
carrying amounts in the financial statements Deferred imncome tax assets are recognised only to the extent that 1t 1s
probable that taxable profit will be available against which the deductible temporary differences, carried forward tax
credits or tax losses can be utilised.

Deferred income tax assets and liabulities are measured on an undiscounted basis at the tax rates that are expected to
apply when the related asset 1s realised or hability 1s settled, based on tax rates and laws enacted or substantively
enacted at the balance sheet date The carrying amount of deferred income tax assets is reviewed at each balance sheet
date Deferred income tax assets and habulities are offset, only if a legally enforcement right exists to set off current
tax assets against current tax liabilities, the deferred income taxes relate to the same taxation authority and that
authority permits the company to make a single net payment Income tax is charged or credited to other comprehensive
income 1f 1t relates to items that are charged or credited to other comprehensive mncome Similarly, mmcome tax 1s
charged or credited directly to equuty if 1t relates to items that are credited or charged directly to equity Otherwise
Income tax 1s recognised m the income statement

Foreign currencies

Assets and liabilities 1 foreign currencies are translated into sterling at the rates of exchange ruling at the balance
sheet date Transactions 1n foreign currencies are translated nto sterling at the rate of exchange ruling at the date of
transaction. Exchange differences are taken into account in arriving at the operating result The company sometimes

uses forward currency contracts as hedges of its exposure to foreign currency risk The fair value of these contracts is

included on the balance sheet as a Financial asset or a Financial hiability
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Hitachi Construction Machinery (UK)

Limited

Notes to the Financial Statements - continued
for the Year Ended 31 March 2020

2. ACCOUNTING POLICIES - continued

IFRS 16

The company adopted IFRS16 “Lease Contracts” from April 1, 2019 As part of the company’s national coverage in
sales, parts and services the company rents a number of locations around the UK The rental agreements within the
scope of application of IFRS16 also concern vehicles and tooling Previously each lease contract was qualified as
either finance lease, or as operating lease, with accounting treatment appropriate for each category.

In application of IFRS16, all lease contracts are recognised 1n right-of-use assets and in lease hiabiliies by a debt
corresponding to the discounted value of future payments Lease term 1s defined on a contract-by contract basis and
corresponds to the firm period of the commitment, taking mnto consideration any option periods that are reasonably
certain to be exercised . '

Discount rates applied to future lease payment are assessed on the length of the remaining lease term The Company’s
weighted average incremental borrowing rate applied to lease hiabihties was 1 83%

The transition method used consists 1n recognising the cumulative effect of the initial application as an adjustment on
opening equity, by considering that the right-of-use of the underlying asset is equal to the amount of lease hability,
adjusted by the amount of rents paid i advance, as well as any mcentives from the landlord The contractual rents in
relation to low unit value assets or to short a short-term lease (less than 12 months) are recognised directly as an
expense In addition, the following practical expedients have been applied to the transition

- contracts with a residual term of less than 12 months starting from April 1, 2019, are not accounted for as an asset
and debt, and are charged to the income statement on a straight-line basis over the period of the lease,

- the discount rates applied as of the transition date are based on average yield of bonds 1ssued and outstanding in
the same industry and with the same rating as the company’s ultimate controlling party These discount rates are
determined with respect to the remaining terms of leases from the date of time-time application

The following table shows the reconcihiation of operating lease commitments under IAS17 to lease liabilities under
IFRS 16 on 01 April 2019

2020
£000

Operating lease commitments disclosed as at 31 March 2019 . 1,240
Less Contracts reassessed as lease agreements (67)
Lease liabilities recognised as at 01 April 2019 1,173

Pensions

The company operates a defined contribution pension scheme The company contributes to a private pension scheme
for directors Contributions are charged to the mcome statement as they become payable in accordance with the rules
of the scheme.

Critical accounting estimates and judgements

The company makes estimates and assumptions concerning the future The resulting accounting estimates will, by
defimition, seldom equal the related actual results The estimates and assumptions that have a sigmificant nsk of causmg
a material adjustment to the carrying amounts of assets and liabihties within the next financial year are addressed
below:

(a) Useful economic lives of tangible fixed assets.

The annual depreciation charge for property, plant and equipment is sensitive to changes m the estimated useful
economic lives and residual values of the assets. The useful economic lives and residual values are re-assessed
annually They are amended when necessary to reflect current estimates, based on technological advancement, future
nvestments, economic utilisation and the physical condition of the assets See note 8 for the carrying amount of the
property, plant and equipment

Page 16



Hitachi Construction Machinery (UK)
Limited

Notes to the Financial Statements - continued
for the Year Ended 31 March 2020

2. ACCOUNTING POLICIES - continued

(b) Stock provisioning
The company distributes construction equipment, which 1s subject to changing demands As a result, it 1s necessary to
consider the recoverability of the cost of stock and the associated provisioning required

When calculating the stock provision, management considers the nature and condition of the stock, as well as applying
assumptions around anticipated saleability of finished goods and future usage of raw matenals See note 9 for the net
carrying amount of the stock and associated provision.

3. TURNOVER

The turnover and profit before taxation are attributable to the one principal activity of the company An analysis of
turnover by geographical market 1s given below

2020 2019
£000 £000
United Kingdom ' 244273 233,070
Europe 2,774 2,819
Other - 868
247,047 236,757
4. EMPLOYEES AND DIRECTORS
2020 2019
£000 £000
Wages and salaries 8,040 » 7,324
Social security costs 894 810
Other pension costs 575 200
\
9,509 8,334
The average number of employees during the pénod, including directors, was as follows
2020 2019
No No.
Office and management 114 104
Assembly _ 64 59
178 163

Directors emoluments of £403,000 (2019 £478,000) are for their services to Hitachi1 Construction Machmery (UK)
Limited. In addition, payments -of £27,000 (2019 £26,000) were made mnto a company pension scheme. The
emoluments of the highest paid director (including pension payments) were £351,000 (2019 £352,000)

All other directors are remunerated by Hitachi Construction Machinery Europe (NV) and the directors believe that any
emoluments recerved for services to this company are negligible
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Hitachi Construction Machinery (UK)
Limited

Notes to the Financial Statements - continued
for the Year Ended 31 March 2020

5. PROFIT BEFORE TAXATION

The profit before taxation 1s stated after charging/(crediting)

2020 2019
£000 £000
Cost of mventories recognised as expense ' 226,863 216,387
Hire of plant and machinery 5 4
Depreciation - owned assets 853 720
Depreciation - ROU 284 -
Profit on disposal of fixed assets (629 (58)
Auditors remuneration 61 59
Operating lease charges - land and buildings 49 230
Exchange losses . 161 84
6. TAXATION
Analysis of tax expense
2020 2019
£000 £000
Current Tax
Tax 1,312 1,406
Deferred Tax 70 (5)
Total tax expense 1n Income statement 1,382 1,401

Factors affecting the tax expense _
The tax assessed for the year 1s different to the standard rate of corporation tax in the UK. The difference 1s explammed

below
2020 2019
£000 £000
Profit before income tax 6,452 6,992
Profit multiplied by the standard rate of corporation tax in the UK of 19% 1,226 1,328
(2019 - 19%)
Effects of
Expenses not deductible for tax purposes 145 72
Adjustments to tax charge in respect of previous periods (18) -
Deferred tax previously unrecognised - -
Tax rate changes 29 1
Tax expense : 1,382 1,401
7. DIVIDENDS
2020 2019
£000 ~ £000
Ordinary Shares of £1 each
Interim paid mn respect of previous trading year 4,540 1,726
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Hitachi Construction Machinery (UK)

Limited

Dividend per share £336 £128

Notes to the Financial Statements - continued
for the Year Ended 31 March 2020

8. TANGIBLE FIXED ASSETS

Right-of- Freehold Short Plant and
use assets property leasehold Machinery
£000 £000 £000
COST
At 1 April 2019 - 3,658 239 659
Additions 1,658 17 353 105
Adoption of IFRS 16 1,829 - - -
Disposals - - - -
At 31 March 2020 3.487 3,675 592 764
DEPRECIATION
At 1 Apri1 2019 - 674 84 497
Charge for year 284 49 47 27
Adoption of IFRS 16 749 - - : -
Eliminated on disposal - - - -
At 31 March 2020 1,033 723 131 524
NET BOOK VALUE
At 31 March 2020 2,454 2,952 461 240
At 31 March 2019 - 2,984 155 : 162
Fixtures Motor - Computer
and fittings vehicles equipment Totals
£000 £000 £000 £000
COST )
At 1 April 2019 . 235 2,075 973 7,839
Additions 35 769 177 3,114
Adoption of IFRS 16 - - - 1,829
Disposals - (498) - (498)
At 31 March 2020 270 2,346 1,150 12,284
DEPRECIATION
At1 April 2019 195 919 624 2,993
Charge for year 7 500 215 1,129
Adoption of IFRS 16 - - - 749
Eliminated on disposal - (402) - (402)
At 31 March 2020 202 1,017 839 4,469
NET BOOK VALUE :
At 31 March 2020 68 1,329 311 7.815
At 31 March 2019 , 40 1,156 349 4,846
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Hitachi Construction Machinery (UK)
Limited

Notes to the Financial Statements - continued
for the Year Ended 31 March 2020

9. STOCKS

Work-in-progress
Fimished goods

Stocks are stated after provistons for impairment of £518,051 (2019 - £565,421)

10. DEBTORS

Trade Debtors

Amounts owed by group undertakings
Tax

Fair value of forward contracts (note 18)
Other debtors

Prepayments and accruals

Trade debtors 1s stated after a provision for doubtful debts of £42k.

11. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Trade creditors

Amounts owed to group undertakings
Tax

Social security and other taxes

Other creditors

Fair value of forward contracts (note 18)
Accruals and deferred mcome

Lease liabiliies Current (note 12)

Trade creditors are non-interest bearing and are normally settled on 30 day terms
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2020 2019
£000 £000
1,215 825
43,068 46,149
44,283 46,974
2020 2019
£000 £000
13,901 20,918
15,721 20,633
153 -
66 -
9 1
477 988
30,327 42,540
2020 2019
£000 £000
5,281 5,185
60,162 78,376
- 741
4,304 347
443 671
449 970
502 -

71,141 86,290




Hitachi Construction Machinery (UK)
Limited

Notes to the Financial Statements - continued
for the Year Ended 31 March 2020

12. LEASES

Leases — Company as lessee
Set out below are the carrying amounts of right-of-use assets recognised and the movements durimg the period

Land and Plant and Motor
Buildings Machinery Vehicles Total
£000 £000 £000 £000
Asat 01 April 2019 994 86 - 1,080
Additions 1,424 9 - 225 1,658
Depreciation expense (233) (22) 29 (284)
As at 31 March 2020 . 2,185 73 196 2,454

Set out below are the carrying amounts of lease habilities and the movements during the period:

2020

£000
Asat01 Apnil 2019 ) 1,173
Addstions 1,663
Accreditation of mterest 26
Payments (358)
As at 31 March 2020 2,504
Current 502
Non-current 2,002

The company has lease contracts for various offices, warehouses, equipment and tools used in the operations The
amounts recognised in the financial statements 1n relation to the leases are as follows

2020

£000

Depreciation expense of ROU assets . 284

Interest expense on lease liabilities 26

Expense relating to short term leases 50

Variable lease payments (included in cost of sales) 45

Year ended 31 March 2020 405

The total cash outflow for leases during 2020 was £358,000 (2019 £221,000).
13. DEFERRED TAX ASSETS / LIABILITIES

2020 2019

£000 £000

Provision at start of period 263 268

Deferred tax credit to mncome statement for the period . 69 (5)

Provision at end of period 332 263

Fixed Assets . (12) (1)

Gains 353 317
Other ©)_ 3

Provision at end of period - liability 332 263
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Hitachi Construction Machinery (UK)
Limited

Unrecognised Deferred Tax — Fixed

Notes to the Financial Statements - continued
for the Year Ended 31 March 2020

14. CALLED UP SHARE CAPITAL
Allotted, issued and fully paid

Number Class Nominal 2020 2019
value. £000 £000
1,350,000 Ordmary Shares . £1 1,350 1,350

15. RESERVES

Share capital
This reserve represents the capital investment by the parent undertaking

Retamed earnings
Ths reserve represents the cumulative comprehensive income recognised m the company, less any dividends paid.

16. PENSION COMMITMENTS

The company does not operate its own mdependent pension fund but operates a group personal pension scheme open
to all employees. The assets of the scheme are held separately from those of the company in an independently
administered fund. The pension cost charge represents contributions payable by the company to the fund and amounted
to £574,559 (2019 - £200,475) During the year the company mtroduced a Salary Sacnifice pension scheme, whereby
all pension contributions are made as employer contributions. Contributions totalling £49,518 (2019 - £26,680) were
payable to the fund at the year end and are included n creditors

17. OTHER COMMITMENTS
The Company has a one year rolling borrowing facihity of £10,000,000 with Hitachi Limited Treasury Department
that 1s repayable on demand There are no fixed repayment terms and nterest 1s in consideration of market rate The
balance owing on this facility at 31 March 2020 was £Nil (2019 £Nil).

18. OTHER FINANCIAL COMMITMENTS
The group has derivative financial instruments, being forward foreign exchange contracts as at 31 March 2020 with
an estimated value of £1,400,000 (2019 £250,000) The fair value of the forward foreign exchange contracts is
recorded on the balance sheet (note 10)

19. RELATED PARTY DISCLOSURES
The company is a wholly owned subsidiary of Hitachi Construction Machinery (Europe) NV and has taken advantage
of the exemption conferred by Financial Reporting Standard 101 with reference to IAS24 'Related party disclosures'
not to disclose transactions with other wholly owned subsidiaries within the group

20. ULTIMATE CONTROLLING PARTY

The immediate parent undertaking and controlling party 1s Hitachi Construction Machinery (Europe) NV, who are
owned by Hitach1 Construction Machinery Limited 1n Japan

Hitachi Construction Machmery Limited are owned 50+% by Hitachi Limited with a remainder of the shares open to
the public through their listing on the stock exchange Hitachi Limited 1s therefore the ultimate parent undertaking
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