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:About us

Hitachi Capital provides a carefully selected range of high-quality
financial products and related services that can be tailored to meet the
needs of both business and personal customers. Our five business
areas, Vehicle Solutions, Business Finance, Consumer Finance,
Insurance Services and Credit Management offer our business partners
and their customers a variety of financing options to support the
purchase of a wide range of vehicles, specialist business equipment
and consumer goods.

Part of one of the world’s largest groups
Hitachi Caprtal 1s a member of one of the world's largest and most respected groups The pnncipal shareholder 1s Hitach
Capital Corporation of Japan part of Hiachi Limited, a global suppler of information and social nfrestructure systems

Our business principles

Building long-term relationships for mutual benefit

Adding value to our customers by understanding what s important

Valuing the ideas and enthustasm of everyone we work with

Focusing on markets whers we can provide real expertise and gan a signficant presence
Speciaising i financial products which support the purchase of goods and services
Demonstrating integrity consistent with the reputation and strength of the Hitachi Group

Stiving to mamntain our position as one of the most reliable and respecied players in the industry
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‘Measuring
our progress

+ Strong periormance from the Group's targest dmsion, Vehicle Solutions  increasing Operating Profit to £8 3m (2006 £7 2m}

» Significantly improved performance from Consumer Finance dmsion producing Operating Profit of £2 5m {2006 £1 4m)

= Group Operating Profit Before Tax was £11 6m (2006 £14 7m)* —impacted by £4m prowvision announced i January 2007

¢ Administration expenses contained at £36 5m (2006 £36 5m)

» Taxissues successfully resolved, reducing the effectve tax rate to 21 4%

+ Group Profit After Tax £10 5m {2006 £10 6m) .
+ Basic eamings per share broadly mantaned at 24 8p {2006 25 2p)

* Final dvidend of 8p, increasing total declared for the year to 11 25p per share (2006 11p}
axchudng IASI0 lar value adystment of £1 7m {2006 £0 am)

Commenting, Anthony Jukes, Chalrman of Hitachi Capital (UK} PLC, said

“A strong performance by Vehicle Solutions and a significani improvement in profitability of the Consumer Finance

dmsion was offset in the full year results by the provision made In the fourth quarter Group amears, however

remained low compared 1o the industry average which underlines the qualty of the Group’s overall book of business

and the strength of the management systems in place R

As praviously advised condiions in some markets have been challenging and we have seen nothing of late lo
change this view Nonetheless, our strategy of focusing on higher-value niche markets is continuing to produce
positive results, and we remain confident that we can continue to build on the Hitachi brand by providing effectrve
and realistic finance and insurance solutions ™

“On behalf of the Board | thank all our employees for thesr commitment and contnbution in what has been a

challenging year Their determination to deliver major projects and seek to improve our cormpastitiveness has
strengthened the Group and therefore we are well placed to meet the challenges of the coming year "

Revenue (£Em) Operating profit (Em)

2007 | 2007
199.5 11.6
Dividend per share {p) Earnings per share (p)

11.25 24.9
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-Chairman’s
statement

Chairman, Anthony Jukes

The first baif of the year saw strong growth, which was reflected in the
Interim resutts The year as a whole, howaver, has produced a rather
more mixed result. The Group experienced continued strong growth In
many areas, with significant contract wins in Vehicle Sotutions and
uneven performance in our other main markets The year-end results
reflect the impact of the provision for bad and doubtful accounts
announced in the fourth quarter of the year

Results

Group revenue for the 12 months to 31 March 2007 increased to £199m
{2006 £195m) Profit before tax decreased to £13 4m (2006 £15m), whie
profit after tax remained broadly stable at £10 5m (2006 £10 6m) These
rasufts reflect the fourth quarter prowision for bad and doubtful accounts of
£4m, an IAS 3¢ far value gan of £1 7m and an effectve tax rate for the year
of 21 4% These resulls have not changed from the summary of unaudited
results released in the announcernent on 18 Apnl 2007 about the
recommended proposal for the acquistion by Hiiachi Capita!l Comoration
(HCC) of the shares of Hitachi Capital (UK) PLC not already owned by HCC

The IAS39 far vakie adjustment anses from the Group's use of denvative
financial Instruments to hedge nsks associated with interest rate and foreign
currancy fluctuations The Group does not use denvatives for speculative
purposes hence the gain will amoriise over the life of the hedging instrument

Group arrears minored the general trend in the industry, finishing the
reported year at 1 45% of receivables (2006 1 3%) This remains well below
the industry average and is a good indicator of the overall strength of the
Group's portfolic and management systems in place

Dunng the year we have satisfied Hitachw Lid Sarbanes-Oxley requrements which
again undlerines our commitment to maintaning strong internal contral systems

Basic earnings per share remamned broadly level at 24 8p (2006 25 2p)
Consistent with the guidance given i the trading statement 1ssued on 12
January 2007 the directors are recommending a final dmdend of 8 Op per
share (2006 8 Op} Together wath the intenm dmdend of 3 25p per shars
{2008 3 Op), this takes the total dvdend declared for the year to 11 25p per
share a nse of 2 3% on the previous year (2006 11 Op) The final dndend will
be paid on 6 July 2007 to sharehalders on the register at 4 May 2007 Going
forwand, the Board intends to review its dmdend policy in view of the need to
grow shareholders equity to support anticipated balance sheet growth

A recently compieted intenm valuation of our final salary pension scheme
and consultation with the trustees has concluded that the current plan in
place 1s more than suflicient to fund the exsting defict The deficit calculated
on the IAS19 basis at 31 March 2007 reduced to £3m from £5m in 2006

Vehicle Solutions
Vehicle Solutions, the Group’s largest dmston, returned a strong
performances throughout the year, both in terms of profitability and new

Hitachi Capital {UK) PLC

business growth Profit before tax was up 28% to £9 3m (2006 £7 2m) and
new business volumes increased by 24% to £148m {2006 £119m) The
impact of the new business volume growth was enhanced by another strong
disposal result, up to £4 2m (2006 £4 Om) and a reduction in the bad debt
charge to £1 3m (2006 £2 Om)

This performance 1s particularly encouraging given that new car regisirations for
the calendar year were down by 3 9% and commercial registrations rematned
relatively static {0 3% increase) compared to the same penod last year

Within this dmsion  the commercial vehicles business expenenced
particulaty strong growth with volumes up by 200% This increase was
largety as a result of a number of significant contract wins with national and
muttinational companies, such as Centnca Network Rail and Wales and
West Utilities Limited, as well as the acquisition in August last year of part of
the GE TLS commercial vehicle fleet The acquistion, which I1s very much in
line with our strategy of developing niche higher-value business broadened
the dvision's specialist offenng inta new sectors, such as waste
management, and added a number of major new customers

We also invested in upgrading the commercial vehicles premises in
Trowbndge This investment places the business In a good position to
accommodate further development and growth successiully

The ongaing success of the Vehicle Solutions division 1s partly attnbutable 1o
our focus on custorner service and satisfaction, in particular the ‘Delighting the
Customer” tranmng and investment in a new computer platform that has greatly
increased efficiency Accordng to the industry customer service satisfaction
survey this dmsion 1s consistently ranked as one of the best performing

We intend to continue to focus on the more profitable specialist commercaal
vehicle and corporate contract hire markets and to add value to the customer
praposition by offenng complementary products and services Through
ongoing traning and development of staff we aim to combine knowledge and
expertise with market-leading service levels 10 retain and win new business

Finance and Insurance Services

As awhole, this part of the Group produced mixed results Consumer
Finance has seen a much improved performance, while Business Finance
and Insurance Sernces have expenenced maore challenging conditions

Consumer Finance

Consumer Finance continued to produce a strong performance in the
second half and a significantly improved result for the year as a whole, with a
70% increase m profit before tax at £2 5m (2006 £1 4m)

Average earning asssts were up by 5% to £318m (2006 £303m). As a result
of & decision to contnue exiting from lower-quality and lower-margn busness
new busmess volumes decreased by 10% to £321m (2006 £356m)




Much of the growth in this dvsion came from newer high-growth markets,
with 28% growth in home improvements and 85% growth in consumer
healthcare Hawing entered the market in 2002, Hitachi Capital 1s now the
isading provider of finance to the consumer healthcare market

Amears continue o compare extrernely well with the FLA industry average of
4% for 2006, but saw an Increase to 2 3% of receivables (2006 1 6%) The
had debt charge for the year increased by 11 6% to £5 dm (2006 40%
incraase to &4 8m) which grven the dramatic increase in iIndustry bad debt
charges, Is relatively modest

Substantial mprovements in operational processes and the benefit of shared
service support have reduced admunistration costs In September, the
dnsion relocated to the new Leeds office Apex View, which it shares with
Insurance Serices operations and several of the shared serices including
Hitachi Capttal Credit Management Plans 1o upgrade systems will be
executed in 2007, which wil improve efficiency, reduce costs and enable us
to diversify cur products i the medium term

Looking forward, we am to continue to develop and expand In newer,
high-growth markets We also intend to increase our market share in the
more traditional areas, with a focus on new retallers utiising Instalment credit
In sectors that will enable us to supply higher-value, longer-term loans to
deliver higher retums Arrears and collections monitonng will continue to be
a key focus for the dmsion with Hitachs Caprtal Credit Management

Business Finance

Business Finance recorded a loss of £1 8m (2006 profit £3 7my), which s a
reflection of the increased level of prowisions of £4m bookead in the last
quarter The bad debt charge increased by £4 Sm (2006 £nil) with the pnor
year including sizesble recovenas

The broker segment of this division saw new business wntten increase by
13% to £128m (2006 £113m) The farm and country finance team continued
to see sold growth and 15 an iImportant source of finance in this mche market
The refocation of the broker businass from Glasgow to Hounslow where the
Business Finance dmsion is based, has also been beneficial in developing
new business by improving communication and efficiency We also continus
to maintain our presence as a market lsader n both the small corporate
aircraft market and in our traditional market of block discounting

On 12 January 2007, we announced a decision to make an addiional
provision of £4m  This related pnncipally to our assessment of the potential
loss that might anse from the appontment of administrators to the Transrent
group of companies {“Transrent”™), a long-standing customer involved in the
traier rental business Condrions in the traler rental market have been
difficult since 2001 Business Finance has significantly reduced the capital
balance of assets on lease to Transrent to lassen the Group's exposure

Since the announcement, the dmsion has successfully recoverad the traters
from the administrator and entered into an agreement with a major trater

operaior to manage and mantan the {lest This agreament 1s aimed at
mitigaiing any potential losses which may otherwise anse from a forced sale
of a significant number of tralers at one ime Early indications are promising
and uthsation of the fleet 1s expected to buiki over the coming year

Going forward, we ntend to strengthen our position in our chosen key

markets, pancipally block discounting, farm and country, awation and general
broker (ncluding professional practice funding) Signficant progress has been
made to streamine operations and systems capability has been enhanced by
the successful completion of our major platform upgrade in the fourth quarter

Insurance Services

Profit before tax was £1 6m (2006 £2 1m) This follows a 54 5% decrease n
grass prermiurm writien, dnven by the closure of Provident Financial Group's
Yes Car Credit, which was a major source of payment protection insurance
{'PPI") and guaranteed asset protection business

Net new business (excluding Yes Car Credit) has increased by 11%, as a
result of winning several new accounts Despite this success new business
growth has been hampered by adverse publicily relating io PPl insurance
and an increased focus on underwnting monthly PPl insurance rather than
single premum PPi

In the future we aim to continus to grow our market share through the
development of new relationships with insurance brokers and motor dealers
and further development of our successful web-based distnbution system
Our prnaipal focus wil be on a range of products designed to gve consumers
a choice of cover at affordable premiums, with clear policy terms

Prospects

The Group's focus continues to be on niche financial services markets, where
we can establish a signriicant market share and achieve above average
returns The continued development of systems and investment i new and
expanded premises will enable the Group to continue to improve efficiency
and streamiine operations, optimising the retums from our existing portfolio

The continuing commitment to satisfy Htachi Ltd Sarbanes-Oxley
requirements provides added confidence in our internal control framework
and enhances our nsk-management processes

We have adwised consisiently over the past 12 months thal we expect
conditons In some markets to be challenging and we have yet to see evdence
{0 change this view However, we have confidence in our strategy and abiity to
continue buiding on the Hiachi brand by providing effective and realistic
finance and msurance solutions which will serve to deliver profitable growth

Anthony Jukes
Charman
23 Apnl 2007
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Business

and financial review

Our principal strategy is to focus on niche markets where we can be a
major player, achieving a significant market share and delivering enhanced
retums for our shareholders. Our key financial target is to achieve a
post-tax return on equity in excess of 20% over the medium term,

The Group operates three principal financing businesses,
distingulshed by the markets in which they aperate Vehicle Solutions,
Business Finance and Consumer Finance In addition, two businesses
provide compiementary products and services. Insurance Serices
and Credit Management. Each business unit has its own management
team and has a high degree of autonomy, in order to mest customer
expectations most effectively and to respond rapidly to changing
market conditions. They are supported by a number of shared services
functions, which are managed cenftrally to provide consistent and
cost-effective services across the Group The central head office tearn
provides strategic direction and sets the policies and framework
within which the Group operates

Hitachi Capkal (UK) PLC

Vehicle Solutions

We provide vehicle management solutions for businesses which requre
flexible funding arangements for cars and commercial vehicles We offer a
vanety of financing options, including contract hire, contract purchase
finance and operating leasing, as well as a wide range of complementary
services Including fleet management, full outsourcing daily rental, insurance
and employee car schemes We also provide advice reganding health and
safety and fleet environmental iImpact

Business Finance

We specialise in prowding medium-termn asset finance to commercial
customers through the three man channels to the market direct, broker and
vendor refationships We focus on one channet in a selected markat to
source new business Selected markets include avation, farm and country,
construction printing lending to the professions and financtal seraces Our
products include hire purchase finance and operating leasing and block
discounting [n additton to thess core financing products, we also provide
asset management and syndication services

Consumer Finance

We are a leading provider of retal point-of-sale finance, predominantly to
high-street retallers We operate in a range of sectors, with particular
strengths in furniture and jewellery as well as emerging sectors such as
healthcare, home improvement and e-commerce We provde fixed-term
instalment credit finance which 1s manly interest-free to the customer

Insurance Services

Hitachi Capiia! Insurance Europe Ltd acts as a direct insurer, mainly for
payment pratection ({PPI), mortgage PPl and guaranteed asset protection
('GAP"} nsurance Hitachi Capital Remsurance Ltd accepts reinsurance
business from companies world-wide, prncipally from Japan The Group's
insurance actvities offer added-value insurance producis to the Group's
three main businesses as well as to external companies and Hitacha Capital

Corporation in Japan

Credit Management

Credit Management 15 pnncipally a shared service which acts as the
collections centre for the Group’s debts We provide a full range of credit
control and debt recovery serices to a select number of external customers
operating n both the consumer and commercial markets Services include
arrears management, tracng overseas callection and legal services




Developments

Durng the year we continued to grow our specialist commercial vehicles
business m Vehicle Solutions through acquisition and significant contract
wins The development of our heathcare and home-improvement products
mn the Consumer Finance dmsion resulted in signficant growth as we gan
recogrition as a mearket leader In those sectors In the Business Finance
dision, we continued to build on selected niche markets such as farm and
country finance financing for the professions, block discounting and general
avation The syndications team plays a wvital role in the strategy by enabling us
to support customer growth and augment fee-based revenues We intend to
continue to develop market specialisations which complement our portiolo

To operate in multiple niche markets it 1s essential that we have a robust and
scaleable busness model to support cur business growth We have
continued with the implementation of the Cperational Change Programme
(*OCP") which is focused on the development of shared support serices
across the Group The creation of shared services provides enhanced
control and consistency across the Group and n due course will enable us
to reduce costs through improved efficiency and economies of scale

In September we relocated Consumer Finance, Credit Management
Insurance operations and our Leeds-based shared services to one central
office in Leeds - Apex View This has generated efficiencies in producing a
closer worlang relationship for the Leeds-based businesses We completed a
major systerns process upgrade in the Business Finance dwision and have
developed detaled plans for system upgrades for Consumer Finance and
Insurance Servicas

Hitachi Caprtal Credit Management now acts as the collection centre for the
Group's debts It has been successful In mproving recovery rates across the
Group, which is ewdenced by our lower-than-industry arrears

Qur ultimate parent company Hitachi Limted, is listed on the New York
stock exchange and 15 required to compty with the US Sarbanes-Oxley
legislation  This involves fully documenting the Group’s processes that have
an impact on the financial reporting, identifying the nsks associated with
those processas which could give nse to error in the financial statements, and
identifying and testing the controls over thoss nsks on an ongoing basis We
have satisfied Hitachi Ltd's Sarbanes-Oxley requirements, which undsrines
our commitment to mantaining a strong intemal control environment

This 1s the second year that the report and financial statements have been
1ssued under the International Financial Reperting Standards

Treasury

The Group has a central Treasury function, which manages the Group's
borrowings in accordance with agreed policies and procedures Debt s
raised takirg into account each business unit’s requirements and portfoho
matunty profile We raise muth-currency fixed and ficating debt in the majpr
global marksts Denvatives are utiised to mitigate currency nsk and reduce
Interest-rate nsk

On 15 March the Group sgned a revised £300m secuntisation transaction,
arranged by Royal Bank of Scotland The rewised programme was structured
to accommodate potential growth opportunities for the Consumer Finance
dmsion The high qualty of the consumer loan portfolio enabled the Group to
mamntain the desimd A-1/P-1 rating by Standard and Poor’s and Moody's
Investor Services raspectively

The Group's operations are financed by a mixture of shareholders’ funds
working capital and borrowings The Group has no banking covenants which
it ts geanng ratio, but our chjective 1s to maintain the geanng ratio at a
maximum of ten times shareholders’ funds Since the Group adopted the
International Financial Reporting Standards for the year ended 31 March
2006 secuntised assets are classified on the balance sheet and the gearing
rato has increased beyond our policy imit At 31 March 2007 the net
geanng ratio was 12 2 times shareholders’ funds (2006 14 5 umes)

The adequacy of the Group's capital base and Hitachi Capital Corporation
HCC) level of nvestment in the Group has been under review, given our
plans to continue 1o grow the business On 18 Apnl 2007, the Board
recommended that shareholders accept a proposal from HCC, the majonty
shareholder of Hitach Caprtal (UK} PLC, 10 enter into a scheme of
arrangement to acquire the minonty interest shareholding Detals of the
proposed schame were sent to shareholders on 18 Apnl 2007

At 31 March 2007, the Group had total borrowing faciliies amounting 1o
£1,523m (2006 £1,492m), an increase of £31m over 2006 Borrowing
facildies compnse a US$1,400m eurc-note programme, a US$400m
European commercial paper programme, a Euro 250m Belgian commercial
paper programme, a £300m commercial paper backed secuntisation
programme and £139m of uncommitted bank and Hiach Group company
facities Total faciities utilisad were 58 9% at the year-end (2006 80 8%)

Further detalls of the Group’s treasury policies and nsks are set out In notes
18 and 31 to the financial statements

Results
The results for the Group are set out In the financial statements on pages 23
to 60

New business wniten In our three lending businesses fell by 6 1% to £691m
{2006 £736m) as we continued with our portfolio optimisation pregramme,
exiting from lower-margin relationships As a result, net earmng assets fell by
1 2% to £887m (2006 £999m)

Revenue increased by 2 2% to £199 5m and gross profit ncreased by 2 1%
to £59 3m, reflecting the contmued results of our portfolio optimisation
programime

The bad debt charge increased by £4 3m over the pnor year to £11 2m
However, this includes £4m prowvision In Business Finance, which was
required in the fourth quarter, principally due to anticipated losses upon the
appainiment of administrators to the Transrent group of companies

Adminstration expenses were contaned at £36 5m (2006 £36 5mj), whist
we continuted to Invest In our infrastructure and meet the demands of
compliance with Sarbanes-Cxey legislation Satisfying Hitach Ltd's
Sarbanes-Oxlay requirements underiines cur commiment to mamntasning a
strong internal control environment  Costs assoclated with the
implementation of Sarbanes-Oxley were in line with last year al £0 7m
(2006 £0 7m) and should ne longer be considered one-off costs as the
regulatory and reporting environment continues to develop

Operating profit was £11 8m down £3 1m on the pnor year dus to the
impact of the fourth-quarter Busness Finance £4m bad debt charge

The effective tax rate was 21 4% following the melease of pnor-year tax
accruals upon the successful resolution of several outstanding tax Issues
with HM Revenue and Customs As & consequencs, basic samings per
share were broadly maintained at 24 Gp per share (2006 25 2p)

The post-tax return on equity was 16 0% (2006 18 4%)

Segmental performance 1s detalled in the Charman's Statement on pages 4
and 5 and analysis by bustness unit 1s set out In note 4 to the financial
statements Principal nsks and uncertainties are detaled in the Corporate
Governance Statement on pages 8 to 11 and financtal nsk management
objectives and policies are set out in nole 31 Management of employees is
detaled in the Corporate Socal Responsibility Statement on pages 12to 13
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-Corporate
governance

Hitachi Capital (UK) PLC is committed to the highest

standards of corporate govermance.

The Company has a written corporate governance policy, which is
regularly reviewed and updated by the board of directors The
Company's policy is to apply the principles and comply with the
provisions set out in The Combined Code on Corporate Governance
published by the Financial Reporting Council (the ‘Combined Code'} to
the extent that they are proportionate and reloevant to the Company's
circumstances, taking into account the size and complexity of the
Company and the nature of the risks and challenges it faces.

Combined Code

The onginal Combined Code was published in 1998 and revised In July
2003 Further revisions to the Combined Code were made in 2006, which
apply to financial years beginning on or after 1 November 2006 This report
therefore refates to the 2003 version of the Combined Code

The Company has compled throughout the accounting penod ended 31
March 2007 with the prowisions of section 1 of the Combined Code except
as expressly stated and explained below The statements set out or referred
10 below explain how the principles of good governance set out In section 1
of the Combined Code have been applied across the Group in the year
ended 31 March 2007

Board of directors

The Board holds formal meetings on a monthly basis There 15 a formal
schedule of matters specifically reserved for decision by the Board,
underpinned by policies which descenbe those matters in more detail The

types of matters reserved for the Board nclude approval of business
strategy, operating budgets and financial statements and monitonng
performance against them, approving Group policies, reviewing the
Company's overall corporate governance arrangements and authonsing
transactions which fall cutside the ordinary course of the Company’s
business or are of major significance 1o the Group

The day-to-day responsibility for managing the Group's business i1s
delegated to the executive directors and the senior managers of the
respecinge dvisions and subsidianes of the Company who implement the
decisions made and policies approved by the Board and deal with matters
within the ordinary course of business

Cenan responsibilities of the Board are delegated 1o committess, the work
of which s descnbed below

The Board compnses the Chauman four non-executive directors and four
executive drectors The Charman is AW Jukes the Vice-Charman s Y
Artosh and the Senior Independent Director 15 4 8 Stubbings Two of the
non-executive directors (J S Stubbings and N Carler) are considered by the
Board to ba ndependent Biographical detalls of each of the directors are set
out on page 19

The attendance of the directors at the meetings of the Board and
commitiees of the Board dunng the year ended 31 March 2007 1s set out In
the table below {the number of meetings held being stated in brackets)

Director Board (13) Audit (6} Remuneration (4) Nomination (2)
D G Anthony 13 na n/a 1
Y Aritoshi 1 n/a n/a 1
N Carter*** 12 B 4 2
M J Cutbill 13 n/a n/a nfa
RD Gorden* 7 n/a na n/a
N Hirasawa™ 2 n/a n/a nfa
B A. lversen™" 6 n/‘a n/a n/a
AW Jukes 13 n/a n/a n‘a
J S Stubbings* 13 6 4 2
A Tsuda 2 nfa n/a n/a
M Usami***** 11 n/a n/a n/a

apponted as a drecior on | October 2008
" resgned as a drector on 21 June 2006
*  reagned as members of the Namiration Commitiee on 22 Novermber 2006
" resgned as a drector on 29 September 2006
" apponted as a dreclor on 21 Jung 2006

Hitachi Capital (UK) PLC




Hawving been appoinied by the Board since the last Annual General Mesting
Robert Gordon is (in accordance with the Company’s Articles of Association)
offenng himself for reappointment at the 2007 Annual General Meeting In
accordance with the Articles of Association each of the other directors will
retire and will offer tumsalf for reappomntment at ihe AGM on 20 June 2007

Performance evaluation and professional development

Hitachi Capital (UK) PLC 1s committed to the principle of performance
evaluation and professional development of all of our staff together with the
directors of the Company

The Group has a performance-driven culture with reward structures requing
both attainment of targets by the respective busness units and achievement
of ndmdual objectives The am s to provide an environment which ensures

mzzamum contribution from all of our employees for the benefit of the Group
overall

The Group operates an appraisal scheme which focuses on the key areas of
assessment of core skills required 1o undertake iIndmdual roles, assessment
of achievement against both core and incentive scheme targets/objectives,
as well as assessment of behawvioural competencies linked to the company’s
core values All employees are required to participate in this process on an
annual basts and this 1s coupled with formal intenm reviews at six-monthly
intervals In addition, reguiar one-to-one meetings are encouraged to ensure
ongoing review of performance agains! targets and objectives set throughout
the performance penod

The executve directors have a similar annual performance appratsal procass
that focuses on the achievermnent against key business indicators {such as
profit, stretch target return on asssts and instalment in arrears) personal
objectives (such as stralegic development, compliance, internal contrel and
nsk management} and assessment against a range of core behavioural
competancies that have been specifically designed for the executive
directors and sehior management team

Annually the Board undertakes a formal and ngorous evaluation of its own
performance and that of its committees and indrdual directors  This invohlves
the use of specialist evaluation sofiware which explorss the workings,
governance and effectiveness of the Board, its committees and
non-axecutive directors through a senes of indvidual questionnarres and
apprasals The directors complsted detaled appraisals on matters relating to
the Board, committees and director performance and a report of the overall
results was presented to, and discussed by, the Board The non-executive
directors, led by the Senior Independent Director, took responsibiity for the
evaluation of the Chairman taking into account the views of executive
directors Assessrments of ndwidual directors rematn confidential betwesn
the Chaimman and the non-executive director concemed

The indwidual strengths, weaknesses and professional development needs
hghlightext by the performance evaluation process form the basis for review
and development of the effectiveness of the Board as a whole and of
indmdual drrectors at the respective Board and committee meetings durnng
the year ahead

Indmidual chirsctor evaluation showed that each director continued 10
contnbute effectively and to demonstrate commitment to the role The results
of performance evaluations are used to determine whether the Board and ds
commitiees maintain the approprate balance of skills, knowledge and
expenence

The Group encourages the continuous professional development of all its
employees and development needs are addressed when highlighted through
the formal appraisal mechanisms Key training undertaken by the Board
durng the year included business seminars penston and invesiment
seminars, presentations on compliance issues, executive bnefings on
corporate governance and executive remuneration and a vanety of
web-based {raning

On appointment each director recerves information about the Group and 1s
adwvised of the legal, regulatory and other obhgations of a director of a listed
company A comprehensive Induchion 1s undertaken which includes an
overview of the Group strategy, site wisits and an overvew of our vanous
busmess unds and their respective siategies products and serices In
addition, meetings are set up with key indnduals within each of the business
units and key Group functions and a comprehensive overview of our
corporate governance framework and relevant committees Is provided

All drectors have access to the Company Secretary who 1s responsible for
ensunng Board procedures are followed and that applicable laws and
regulations ane complied with Dwrectors have the nght to take independent
professional advice at the Company’s expense 1f they judge it 1s necessary
to discharge their responsibilities as directors

Board committees

The Board delegates certan defined responsibiities to committees, each of
which have wntten terms of reference which are reviewed regularly The
respective terms of reference of each of the audit, nomination and
remuneratton committees are avallable on request and are published on the
Company's website www hitachicapital co uk The composition and work
of these committees 15 descnbed below

The Board may also delegate matters to the Executive Steenng Commitiee
which compnses the execuive drectors, the managing drectors of the Group's
respective dmisions and subsidianes and the heads of certain shared service
functions The committee meets monthly and may make recommendations
to the Board on matters reserved for considteration by the Board

Nomination committee

At the beginning of the year under review, the nomiation committee
compnsed J S Stubbings (Chaiman), N Carter and Y Artosht J S
Stubbings and N Carter are both considered by the Board to be
Independent non-executive directors

The committee met twice dunng the 2006/07 financial year and the
attendance records of indmdual members ara set out in the table on page 8

The commmuttes met in May 2006 and, having consulted the Charman of the
Company ~ who was attending the meeting by invitation — on the results of
the 2006 Board performance evaluation, resolved to recommend to the
Board that the Board propose for reappointment at the 2006 AGM each
direcior offenng himself or herself {or reappointment

As reported in the 2006 annua! report, having been notified that N Hirasawa
proposed 1o retire at the 2006 AGM without offenng himseif for
reappointment the committee also considered appropnate candidates for
his successor as Managing Director of the Company A formal job
descnption for the role of Managing Director was also approved  After taking
inta account the wews of the Company'’s majonty shareholder 1n line with
sub-section D of section 1 of the Combmed Code the committee
Interviewed Mr Masahiro Usam of Hilachi Caprtal Corporation and having
assessed Mr Usamn's attnbutes against the skills knowledge and expenence
required for the role of Managing Dwector recommended to the Board that a
proposal be put to the 2006 AGM for the appointment of Mr Usami as an
executive drector

The chaiman of the committee glso noted that the Chief Executive would be
reaching the age of 60 1n 2007 and reportad that the process for recruing his
successor was dready being discussed by the members of the committee

The committee met agan in August, when it was reported that the Group
Finance Director B tversen, had informed the Company that she would be
relocating and would be leaving the Company at a mutually convenient date
An updated role profile for the postion of Group Finance Director was alkso
approved

L}
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The chairman of the committee reported that following an announcement of
the vacancy within the Group and an nwitation for applications, the Dwisional
Managing Director of Hitachi Caprtal Business Finance, Robert Gordon had
offered humnself as a candidate for the position of the Group Finance Director
and had atiended a senes of interviews including ona with the indepencdent
non-executve directors Mr Gordon had also been interviewed by the
relationship partner of the Group's then external auditors, Deloitte & Touche LLP

The commiitea considered whether to seek candidates for the position
externally and decided not to do so in the light of the need to fill the vacancy
speedily and Mr Gordon's sutability for the role

Accordingly the commiitee resolved to recommend 1o the Board that Mr
Gordon be appointed as Group Finance Direclor

Also In August the committes approved a proposed form of role profile for
the position of Chairman of the Company and recommended 1t for approval
by the Board

On 22 Novernber 2006, J S Stubbings and N Carter resigned as members
of the committee The Combined Code requires a nomination commities to
have a majornty of Independent non-executive directors As Mr Stubbings
and Mr Carter were the only Independent non-executive directors on the
Board, the committee was no longer able to hold quorate meetings The
Board therefore resolved that any matters faling for consideration by the
committee would be dealt with by the Board itself for the time being

The Company therefore falled to comply with provision A 4 1 of the
Combined Code dunng the perod 22 November 2006 to 31 March 2007
(inclusive) as the nomination committee did not have a magonty of members
who were independent non-executive directors

Detalls of the proposals for the appointment and reappointment of directors
(including biographical detais of the proposed new appoiniees) are set out In
the Notice of Annual General Meeting 2007 and explanatory notes
Biographical details of the current directors (each of whom is offenng himseif
for reappointment at the 2007 AGM) are set out on page 19

Remuneration committee
Detats of the composition and work of the remuneration commitiee are set
out in the Drrectors” Remuneration Report on pages 14 to 18

Audit committee

The audit committee compnses N Carter (Chagman), who s a Chartered
Accountant, and J S Stubbings, who 1s a qualified solicitor Each of the
members of the committes 1s considered to be an independent
non-executive drector

The committee met six times in the year under review, coinciding with Key
dates in the financial reporting and audi cycle The attendance records of
the indvdual members are set out in the table on page 8

The external auditors, Group Internal Audit Manager and Finance Director
attended meetings by nvitahon n order to ensure that all the iINnformation required
by the audit commitiee was avalable for 1t to operate effectively The Charman of
the Company and other directors also attended the meetings at the invitation of
the committee The committee met separately with the external auditors and
with the Group Internal Audit Manager whenever it consxered this appropriate

The audd committee’s responsibilities are set out in ts terms of reference,
which are reviewed annually They include the review of the annual report and
financial statements and the intenm report, revewing the findings of both
external and internal auditors, agresing the audi plan for the internal audn
function considenng compliance with legal requirements, accounting
standards and the rules made by the UK Listing Authonty and reviewing the
Group's mternal control and nsk-management systems The committee meets
separately with and Keeps under review the ndependence and objectmty of
the Group's auditors, value for monsy of the audit and the nature, extent and
cost-effectveness of the non-audit services provided by the auditors

Hitachi Capital (UK} PLG

In discharging tts responsibilities in respect of the year under review, the
committee reviewed and approved audit plans presented by the internal and
external auditors respectively and recetved reports on progress against the
plans throughout the year This year the committee also recetved regular
updates on the implementation of certain aspects of the US Sarbanes-Oxley
legislation in order, for example to assure itself that the Group remained on
target 10 satisfy s ulurnate parent company, Hitachs Ltd’s requirements by
31 March 2007 As reported 1n the 2006 annual report this year the
committee held an extra meeting, which focused pnmanly on internal control
and nsk management

The external auditor provides non-audit services to the Company from time
to time The audit committes follows a written policy approved by the Board
in relation to the provision of such services by the external auditor which is
designed to ensure that the proviston of such services does not imparr the
external audior's independence or objectvity The policy divides non-audit
services into three categores

(i) those from which the external auditor 1s excluded,

(i) those for which the external audricr can be engaged without referral to the
audit committes,

(i) those for which the audit committee’s approval or ratification must be
obtaned

The committee also satisfies itself that any safeguards required by ethicel
guidance regarding the provision of non-audtt services are mplemented

Qoing concem
The directars’ statement on gong concern 15 Inckided in the directors” report
on page 21

Risk management

The Board 1s responstble for ensunng that appropnate mechanisms are in
place o identify, evaluate and manage ihe nsks which could prevent the
Company from achieving ts cbjectves

Each of the business unit heads and head-office managers 1s responsible for
nsk management in their respective businesses or functional areas A
nsk-management committee, chaired by the Finance Director Is responsible
for co-ordinating this process and reporting its findings 1o the Board The
commitiee meets and reports to the Board quarterly

The key business nsks facing the Group are

Credit risk - This 1s the nsk that customers and other counterparties will not
meet therr financial obligations resutting in the loss of amounts due or any
unrealised gains Credit nsk anses throughout the Group’s trading operations
and in connection with its dervative contracts

Residual value nsk — This is the nsk that the value of a physical asset, at
the end of an operating or finance lease contract or at the end of its useful
Iife 15 worth less than its book value Residual value nsk occurs primarily
within Vehicle Solutions and Business Finance

Operational risk — This I1s the nsk of loss resulting from a breakdown in
Internal control systems, which are designed 1o prevent and detect fraud and
enor Operational nsk oceurs throughout the Group

Fmancial reporting risk — This is the nsk that due to a breakdown in internal
control or fraud our financial statements are matenally misstated, leading to a
breakdown n stakeholder confidence

Treasury risk — Liquidity currency, interest rate and credit nsks are
discussed in more detal In notes 18 and 31 to the financial statements

Market risk -This 1s the nisk that the Group will be unable to compete
effectively due to aggressively external competition or the fallure to innovate




Risk of economic downturn — A significant increass In unemployment
could give nse to increased credit nsk in Consumer Finance and Vehicle
Solutions as well as increased payment protection claims in Insurance
Services A synificant increase i Interest rates would result in an in¢rease in
funding costs on the unhedged portion of our borrowings (see note 18) and
could gve nse to increased credit nsk across the Group as well as lower
market demand

Key dependencies — This s the nsk of losing a key customer, suppler or
employee leading to financal loss or the loss of expertise from the Group

Compliance and regulatory risk — This is the nsk that changes in the
regulatory framework within which we operate and could reduce our ability to
conduct business profitabilty in the future There 1s also the nsk that we fail
to comply with legislation or regulations leading to penatties imposed on us
by the regulators

Business continuity risk — This s the nsk that a disaster or other
unexpected event occurs, leading to an nabilty to conduet our business
under the terms agreed with our customers or suppliers Such an event could
have a negative impact on business relationships and lead to financial loss

Internal control

The Board 1s responsible for the Group’s system of internal control and for
reviewing its effectivenass The system of internal control meludes controls
designed to safeguard assets against unauthonsed use, to maintain proper
accounting records and 1o ensure the reliability of financial Information The
system of internal control Is designed to manage, but not eliminate, the nsk
of fallure to achieve business objectives and can provide only reasonable
rather than absolute assurance against matenal misstatement, loss or fraud

The Board confirms that there 1s an appropnate ongoing process for
identifying evaluating and managing the signiiicant nsks faced by the Group
which has been in place throughout the year ended 31 March 2007 and up
to the date of approval by the Board of the annual report and financial
statements This process accords wiih Internal Control Revised Guidance
for Directors on the Combined Code (‘the Turnbull Guidance’} published by
the Financial Reporting Councilin October 2005 and s subject to regular
review by the Board

The key elements of the internal control system include the following

* There 1s a clearly defined Board and Board committee structure in place,
with terms of reference setting out membership, rales and responsibilities

= Organisational structures are in place which allow clear delegation of
authorties and responsibilties throughout the Group

+ Detaled annual budgets aigned with the corporate strategy are reviewed
and approved by the Board Regular progress reports and results are
reviewed by the Board and actions taken as appropnate

« The execulve steenng committee comprising the executive directors and
the heads of each subsidiary and dsasion of the Company, Is responsible
for dealing with matters delegated to the committes by the Board,
including implementing Board policies on nsk management and control

« Systems and procedures are in place to wentify, control and report on the
major nsks facing the Group The nsk management committee Is
responsible for co-ordmnating this process and making recommendations
to the Board

« The intemal audit function, which 1s centrally controlled, reviews
nsk-management practice and monitors compliance with policies and the
effectiveness of internal control structures across the Group  The work of
the internal audt function 1s focused on areas of greatest nsk to the
Group The Group Internal Audit Manager reports to the Chief Executive
and to the Chaiman of the audit commitiee

+ Drectors and business unit heads have formally confimed In writing In
respect of each quarter of the year under review that, within their own areas
of responsibilty, materal nsks have been dentified and that appropnate
controls are In place to manage those nsks and, where improvements can
be made, action plans are in place to implement such changes

The Board, through the audit committee, has reviewed the effectiveness of
the system of internal control, including financial operational and comphiance
controls and nsk management through reports it receives from the nsk
managemeni committea, representations from managerment and the
independent monitonng undertaken by the internal audit function in additon,
the Group’s external auditors present to the audit committee reports that
include details of any significant Internal control matters which they have
identied Weaknesses identfied dunng the course of these revews have
been Incorporated nto action plans None of the weaknesses has grven

nse to material loss, contingency or uncertainty requinng disclosure i the
annual accounts

Since 2005 the Group has been implementing the US Sarbanes-Oxley
legislation using the COSQ framework as a consequence of ts ultimate parent
company, Hitachi Limrted, being listed on the New York Stock Exchange
The Group’s aim was 1o achieve three key objectives by 31 March 2007

« Effectiveness and efficiency of operations

* Relabilty of financial reporting

* Comphance with applicable laws and regulations

The key elements of the implementation to achieve the objectives included i

the tollowing

+ Detaled scoping and planning from a quantitative and qualtative
perspective, identification of the key processes and mapping of the
significant accounts with associated financial statement assertions

« Documenting and walking through Entity Level, iT General, Bustness and
IT Process controls to achieve management design effectiveness

« Extensively testing all cortrols to achieve management operational
assessment

« A remadiation management programme to rescive exceptions as they arose

* Final management assessment of all controls

= Independent audit of design effectiveness and operational testing by Ernst
& Young LLP to validate management’s assessment

* ndependent audit of the Implementation programme by nternal Audit

The Board through its internal control commitiee reviewed and monitored
the implementation program and the effectiveness of the system of internal
financial contral through reports it receved from independent Emst & Young
audits and Internal Audit reviews which menitored the Sarbanes-Oxley
implementation programme

Exceptions identified dunng the course of the mplementation programme
were included n the commurecation to the Beard and remediation plans put
In place None of the exceptions identified dunng the year ended 31 March
2007 have given nse to a matenal weakness or significant deficiency

Corporate social responsibility
The Company’s policies on, and actmties in the sphere of, ¢corporate social
responsibility, are descnbed In the corporate social respensibility statement

beginning on page 12

Investor relations

The Board 1s committed to maintaining sufficient contact with major
shareholders to ensure a mutual understanding of issues and concems The
executive drectors set aside appropriate ime to meet both investors and
analysts 10 discuss the Group's performance and histen 1o shareholders’
wviews All shareholders are welcome to attend the AGM and are always
offered the opportunity 1o participaie As many directors as possible attend
the AGM and are avalable to answer questions The Charman and
independent non-executive directors, including the Senior Independent
Dwector, regularty meet representatives of the Company’s majonty
sharehoider, Hitachn Capital Corporation, In order to promote the Board's
understanding of the mayonty shareholder’s views Issues and concerns

Information for existing and potenyial shareholders 1s avallable on the
Company’s website www.hitachicapital co uk

Annual report and financial statements 2007 1
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The Hitachi Capital (UK) PLC Board requires
high standards of professional and ethical
conduct from all of its employees, as well
as its business partners and any agents
working on behalf of the Group.

Hitachi Capital {UK) PLC




Each of our business units operales
within the confines of regulation and
pobcies that are conststent with our
undertying values and pnnciples as a
business

While the Board recognises that a
director’s prmary duty I1s to the
Company and its shareholders, it also
recogrises that this can only be
achieved by taking account of the
long-term impact of business
decisions on employees, customers,
the local community and the
environment The Company has a
Businass Ethics and Comporate Social
Responsibilty Paiicy, whichis
displayed on the Company’s intranet
and the key messages of this are
reinforced in the employee handbooks
for both perranent and temporary
staff The Company also has an
Environmental Policy and a Chanty
Policy and has established Group
wide environmental and chantable
committees compnsing staff at all
levels from across the business

The Company remains a member of
the FTSE4Good Index Senes, having
achieved this acereditation in
September 2003

The Company’s core values of
People, Achievemnent, Clanty and
Expertise underpin our conduct and
decision-making process across all
spheres of our business These
values are ngorously reinforced
through our appraisal and
performance-management system,
employes Iiterature and through the
reward and recognition schemss we
operate across the Group

Employees

As a Board we are conscious our
ability to succeed s driven by the
need to attract, develop and retain
the nght employees Our employee-
refations polcy s designed to
encourage an atmosphera of trust
and harmony across the orgarusation
An extensive library of Group policies
covenng all aspects of our business
and our commitment 1o agreed
processes and standards are avaiable
io staff on the Group intranet and ars
ngorousty adhered (o

Across the Group we underiake an
annual employes survey that focuses
on a wide range of issues Results of
ihe survey are publshed and
discussed with all staff and used to
form the basis of action plans in
which staff are fully Involved Regular
monitonng against progress is then
undertaken and feedback provided
to employees accordingly This
iniative 1s well recesved by staff The
Group 15 committed to the personal
development of its employees The

annual appraisal process inchudes a
review of training and developrment
needs We are also supportve of
staff seekang profassional
qualfications, prowding both financial
assistance and paid study leave

In April 2005 the Company
Implemented the Governmaent-
sponsored Childcare Voucher
Scheme which provides support to
employees in assisting with childcare
costs In addion, for the past two
years the Company has successfully
supporied a flexible working policy
at all levels of senionty across the
Group and we employ a high
proportion of part-tme staff across
our businesses This ensures that
staff with canng responsibilities can
balance work and home life
sffectively Maternity pay and
patenity pay and leave in excess of
statutory requrrements are also pad
to staff at all levels of senionty

The Group holds the Investor in
People (IIP) accreditation

Health & Safety

Health and Safety continues tobe a
key focus for the Group with
significant investment 1n ensunng
comprehensive rsk assessments are
carried out annually at all sites
Additional, environmental audits are
conducted bi-annualty Dnver traiming
1s well established and all lugh-risk
dnvers undergo comprehensive
drver traming  Significant snvestment
in the past 12 months has foecused
on ensunng our workplace
environment meets the specific
needs of those with disabilities to
provide easy access and faciites 1o
all in hne with legistative changes

Marketplace

The dedivery of excellent service 1Isa
prerequisite in each of the markets in
which we operats The Group bath
undertakes its own Independent
customer survey and also parlicipates
n ndustry-speciic surveys applicable
to the business units

Qur service standards are made
avallable to our customers and
suppliers and we ensure that
comprehensive tender processes ars
followed and that business 15 offered
to suppliers solely on mem We are
continually developing the expertise
of our staff to meet and exceed our
customers’ expeciations

Each business area operates a Treating
{he Customer Famty (TCF) forum that
nvoives semion participants from across
the Group who meet o discuss Issues
speciiicaly impeacting on the customer
as a result of how we might choose
to do business The Group also
holds 1S03000 accreditation

We am at all times to conduct our
business ethically responsibly and with
integnty and to ensure transparency
in our business dealngs This
includes the reporting of our annual
results, which are 1ssued within cne
month of the year-end Wae are aware
of the need 10 pay suppliers promplly
and am to make all payments in
accordance with agreed terms

Commumnity & charitable giving
The Group's chanty committee 15
chaired by one of our execuive
directors We established a Give As
You Earn payroll ghvng scheme dunng
2005 and, due to the success of this
scheme were awarded a gold award
by the Institute of Fund Raising The
Company matches the sums donated
by employees In the Give As You Eam
indtiative as well as any other chantable
gvng on at least a £ for £ basis Staff
are actively encouraged to participate
i chantable work withun therr local
communities and both sponsorship
and time off for such actmlty is avallable

Chanable actmty continues to develop
and our aim, over time, 15 to allocate
up 1o 0 5% of profit before tax to
chantable causes in each financial year
Over the past year we have Increased
our chartable donations by 41%

Dunng the financial year, the Group
including staff contnbutions)
donated £71,000 to a vanety of
chantable causes including Prostate
Cancer, NSPCC, Diabetes UK,
Children in Need, Get Kids Going,
Rehab UK, Race for Life, Meningtis
Trust The Yorkshire Ar Ambulance,
Motobility, the Prince of Wales
Hospice and many more

Hitach! Capital (UK} PLE
Charitable Donations
£71k

£50k

T T
2006 2007

Environment

The Group-wide environment
committee 15 chared by one of our
executive dreciors The committee
meets to discuss ways in which we
can both contnbute more to our
local environments by getting
mnvolved In local intiatives and also to
look at ways of promoting
environmenta! well baing amongst
olr staff within our local stes The

key focus of the committee has been
on recycing conservation projects,
awareness campaigns and reducing
CO, emissions Employees are
actively encouraged to ensure
conservation of energy and resources
through awareness campaigns and
positive action groups

We hatse with a number of
Govermnment-sponsored
envirenmental bodies such as the
Carbon Trust and Envirowsse to look
at ways of improving energy eficency
across our business We have
recently becorme a gold member of
the Yorkshwe Wildlfe Trust and we are
workang with them to look at ways
we can suppaort environmental
projects in the Yorkshire area

Qur longer-term obective 1s to
ncorporate environmsental
considerations into our broader
business policies This mcludes the
purchasse and usage of recyclable
and energy- efficient matenal and the
promotion of recyeling where
possible Within our own vehicle fleet
we continue to promote the purchase
of vehicles with lower CO; emissions
and offer an additional cash ncentwve
to staff who choose vehicles with the
lowest GOz level Consequently, we
have successfully reduced our CO2
emissions over the past year Inour
vehicle dmvision, we work with our
customer base to promote the
concept of environmental awareness
and how they can achieve this within
therr own businesses

The Company continually looks for
systemn enhancements and more
effective ways of working in order to
reduce the amount of paper usec
within the office environment We
continue to develop our

e-business infrasiructure to Improve
the levet of effiiency in handing
customer orders and processing and
aiso to reduce the level of paperwork
involved Dunng 2003, the Group
introduced wdeo conferencing
across our three mamn sies to
reduce the requrement for travel
between sies tor meetings

Hitachi Capital (UK) PLC
Car Fleet average COz emisslons

_1Taghm_ 169g/km

2006 2007
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-Directors’ remuneration

report

The Board has overall responsibility for the Group's remuneration
policies and delegates responsibility for the remuneration policy
in respect of the executive directors and senior executives
{together, “executives”) to the remuneration committee.

This Directors’ Remuneration Report has been prepared by the remuneration
committee and has been approved by the Board The numencal disclosures
included in the *Executive and non-executive drectors’ emoluments and
compensation”, “Directors’ share options”, and “Pensions” sections of this
remuneration report have been audited by Ernst & Young LLP as required by
the Directors’ Remuneration Report Regulations 2002 Ther audit report is
set out on page 22

Remuneration committee

The remuneration committea currently comprses two independent
non-executive drectors of the Group namely J S Stubbings {Charman)
and N Carter The Group Head of Human Resources acts as the saecretary
of the committee

The commitiee met four times in the 2006/07 financial year and both
independent non-executive directors attended all four meetings From time
to time other directors and execuives have been asked io attend meetings
or part of meetings at the discretion of the Chairman  The remuneration
committee has responsibility for determining the remuneration of the Chief
Executve Officer and, in consultation with the Chief Executive Officer, for
determining the remuneration of the other executive directors and the senior
executives No committee attendee participates in or 1s present at, any
discussion or decision on his or her own remuneration

The committee 1s authonsed by the Board to seek appropnate professional
advice Inside and outside of the Group as and when it considers necessary
Benchmark research of FTSE 350 and FTSE Small Cap companies and
competitor data ffor companies in a similar sector, with a similar market
capiiaksation and a comparable number of emplkoyees) as well as regional
data were provided to the remuneration committes by the Group Head of
Human Resources Lane Clark & Peacock LLP prowded actuanal and
investrment adwice and Sacker & Partners provided legal advice on the Hitachi
Capital (UK) PLC Group Pension & Life Assurance Scheme during the year

Remuneration policy

The Board of Hitach Capital (UK) PLC remains committed to using reward to
support a high-performance culture across the Group  Executive directors
can expect high reward If Group performance 13 high and low reward whene
objectives have not been achieved it 1s also commitied to ensunng that t
operates a far and transparent remuneration policy for all employees as well
as the executive team, where remuneration polictes and programmes ane
well communicated, easily understood and serve the interests of shareholders

The committee reviews the elements of the reward package relative to both
the strategic intent of the Group and the practice of other comparable
organisations Each part of the package has a spectfic role in achieving the
short and long-term aims of the remuneration policy

The Group's overall objective as set out i the Group Reward Polcy s to
ensure that the remuneration policy across the business allocates rewards
that

¢ Motvate indmduals at all levels within the organisation (o do their job well
» Maximise perscnal coninbutions to the business

* Are mn kne with market rates for location and role

+ Are commensurate with Group and indndual business unit performance
* Are consistent and equitable across the Group

Hitachi Caphtal (UK) PLC

In terms of executive remuneration specifically, the policy is designed to
enswie that the level of remuneration s sufficient to attract reward, motvate
and retain the required calibre of exscutve to ensure the development and
delivery of the business strategy, whilst rematning conscious of the need to
avaid paying more than 1s reasonabie for this purpose The am s to
incentmvise high performance both in the short term through the annual
bonus scheme (cappex at 40% of salary) and longer term through an
executive share option plan The remuneration committee seeks, In $0 far as
15 practicable, to structure total benefis packages that align the interests of
shareholders and executves Accordingly, the commitiee seeks 1o establish
overall packages in which a significant proportion of potential total
remunerahon 1s performance related so as to link rewards to stretching
corperate and indmadual performance most specifically through the annual
bonus scheme and the executive share option plan

The total remuneration package of executives compnses

Base salary

Performance-related bonus scheme (capped at 40% of basic salary)
Executive share option plan

Final salary pension scheme

Company car and associated fud benefit

Pnvate medical insurance

Permanent health insurance

* & & & & u &

Salanes are reviewsd annually in Apni each year by reference to market data
and personal performance and contribution The average salary increase for
an exacutive director effective 1 Apnl 2006 was 5%

Non-executive remuneration

A committee compnsing the Chief Executive Officer Managing Director and
Group Finance Director has been delegated responsibility to determine the
remuneration of the non-executive directors

The remuneration of the Charrnan is determined by the Chief Executive
Officer in consultation weth the remuneration commitiee

Non-executive diectors receive feas only and are not entitled o participate In
any bonus or incentive scheme arrangernents, pension scheme or share-
opton plans The fees paid to non-executive directors are structured so as to
take account of prevaling market rates recognising time spent,
responstbilties of the role and overall contnbution made and to attract
indraduals with the necessary skills and expenience to contnbute to the
future growth of the Group Payment of non-executive drrectors does not
continue beyond retirament from the Group

Performance-related bonus scheme

Executives participate in a discretionary annual performance-related bonus
scheme, which is designed to prowvide a direct iink between each mdmdual's
remuneration and the performance of the Group In the short term Annual
bonuses are capped at 40% of salary and are not guaranteed The
performance-related bonus seeks to encourage behawviours that lead to an
appropnate balance between financial performance, strategic development,
governance and controls and nsk management Bonuses paid for the year
ended 31 March 2007 are outlined in the table below




Indidual awards are typically based on pre-tax profit targets (25% of total
award), a “stretch” profit target (25% of total awand) and defined personal
objectives, which may ndude business performance indicators (50% of total
award) established at the start of each financia! year The profit targets
reflect the growth requirements set out in the Group’s annual budget as
agreed by the Board A “stretch” target was introduced in 20034 to
encourage over achievernent within the indmidual business uruts, as well as
at Group level, and this approach has been maintaned since then The
bonus year marrors the financial year with an assessment of performance
made in April and payments made in May of each year

A performance-related bonus scheme (capped at 12% for all stafi and 20%
for senior managerment) for all other employees was also implemented with
effect from 1 Apnl 2004 and has continued 1n exstence since that pont The
scheme was designed to support the Group’s move towards a more
petformance-driven culture and 10 align employee rewards 10 the overall
success of the Group It 1s felt that the scheme has achieved this objective
and so has been continued The scheme I1s an annual scheme with
payments based on business unt Group and “stretch” proft targets No
bonus i1s pad to employees within the business units or at Group level unless
agreed minmum profit targets have been achieved by the business unit and
the Group Following achievement of the profit targets, iIndmdual employee
payments ame then assessed based on the achievement of indmdual and/or
team targets and objectives

Executive share-option ptans
The Group operates two share-option plans under which execulves are
eligible to participate
+ The Hitachi Capital (UK) PLC Executive Share Option Plan
(for executives only), and
+ The Hitacht Captat (UK) PLC ShareSave Scheme a UK Inland Revenue
approved scheme (open 10 all staif)

The maximum number of shares that may be granted under both of the
Group’s employee share plans n any ten-year penod 1S a total of 10% of the
Company's 1ssued ordinary share capital The benefils receivable by
participants under the plans are not pensionable

Hitachi Capital (UK) PLC Executive Share-Option Plan (“ESOP”)

The ESOP 15 designed to provide the opportunrty for executive directors and
senior managers 1o recave rewards for creating sustained shareholder value
growth The remuneration cormrmittee mantains that, in an increasingly
competitive marketplace share incentives are necessary to achieve the
Board's objectives of recruting and retaining executives who will be influential
In the future success of the Group

The ESOP was established in June 2003 with the first grant of options being
on 1 August 2003 and subsequent grants on 1 June 2004, 2005 and 2006
The ESOP s a discretionary share-option plan that allows the Group to grant
shane options each year to executives up to a maximum value of twice the
indmdual’s annual base salary Although the plan prowides for this maxmum,
it 1s currently the intention of the remuneration committee 10 make annual
grants of up to a maxirmum of 100% of annual base salary only Oplions
granted under this scheme 10 date do not exceed this level and t 1s not
expected to be exceeded in 2007

Option pnce Is set by the remuneration comimittee at not less than the hgher
of the nominal value of a share and the middle quotation of a share on the
deating day last proceeding the date of the grant The vesting of options
depends on the excess of the compound annual growth of the Group's fully
diluted earnings per share before exceplional tems {"EPS7) over the increase
i the Retall Pnce Index (“RPI™) over a penod of three years The tered
targets are as follows

EPS growth Proportion vesting
RPI + 3% 3B 3%
RPI + 8% 100%

For EPS growth in excess of the increase in RFI between 3% and 8%,
options will vest on a straght-ine basis Re-testing 1s not permitted Options
that have vested can normally be exercised in accordance with the rules of
the scheme at any time up to the tenth anniversary of the date of the grant
In order to further align the nterests of executives with those of shareholders
share ownership gudefines related to the ESOP are also in place as follows
* Pnor to any date of grant under the option plan, execuives are normally
expecied to hold & number of shares which amount to at least 10% of the
number of sharas to be granted to them under the plan, and
= Ower the six-year pened commencing from the date of grant of the first
option, executives are expected to buld up a shareholding amounting to
the value of one year's base salary

The first grant of options in August 2003 vested in full in August 2006 the
maamum growth of RPI + 8% having baing achieved This resulted in 278 602
options vesting of which 100,298 were attibuted to DG Anthony Chief Executive:
Cfficer and 70 384 to B A Iversen, the former Group Finance Director

Termuination of employment of an executwve for any reason other than imjury,
disability, redundancy, retrement or sale or transfer of a business will cause
any options to lapse unless the rernuneration committes, acting fairly and
reasonably in its absolute discretion decides otherwise Should the
remuneration committee seek 10 exercise ther diseretion, the percentage of
the opticn that shall become exercisable shall depend upon the perfermance
conditions attained to the date of termination of empioyment and be
pro-rated according to the effectve date of termunation

In the event of a change of contral, In deciding how much of the options
should bs able to be exercised, the mmuneration commitee will take
account of the performance conditions that have been attaned to date

The remuneration commitiee will formally rewew the scheme in 2007

Hitachl Capital (UK} PLC ShareSave Scheme

The Hitachi Capital {UK} PLC ShareSave Scheme, which 1s approved by the
Inland Revenuea s Inked to a save-as-you-sarn contract under which
participants save a regular monthlty sum by deduction from earnings of up to
£250 per month for three years Subject to common service critena the
scheme is open to all employees of the Group, meluding executive directors
Options are normally exercisable dunng a penod of six months following the
expiry of three years from the date of grant and there are no performance
conditions Option pnces are sat at the beginning of the savings contract at a
discount of 20% to the then prevaling market pnce of the Group's shares
Invitations to parlicipate in the scheme are normally made annuallty

Service contracts
Non-executive directors are retaned on the terms set out in their letters of
appointment and do not have serice contracts

Service contracts are 1ssued to executive directors on appointment on a
roling basis DG Anthony M J Cutbilland R Gordon are smplkoyed on
roling contracts dated 3 May 1982 18 November 2003 and 16 January
2006 respectively, and the notice penod required 1s six months M Usami is
an employee of Hitachi Capital Corporation who 1s on secondment to
Hitachi Capital (UK} PLC and the Group pays for his services M Usami
replaced N Hirasawa who resigned as an executive director in June 2006
M Usami was appointed as executve director in June 2006

The Group's policy on termrunation payments 1S such that payments are not
normaly paid beyond its contractual obhgations In exceptional
cicumstances, an addional ex-graiia payment may be considered based
on factors including the director's past contnbution and the circurnstances of
the duector's departure In the event of temunation of a director’s senace
contract, the remuneration committee will seek 1o apply mitigation ngorously

B A. Iversen resigned her posttion as executive drecior on 29 September
2006 The remuneration committee approved the payment of £42,000
addional salary and benefits to B.A. versen on tesmination of employment
based on her contribution to the Group dunng her five-year tenure
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Performance graph

The graph below shows a companson of the Total Sharehoider Retum ("TSR”) for the Group's shares for each of the last
five financial years aganst the TSR for the comparwes ncludad in the Speciality and Cther Finance Index (Financial Times)
This index was chosen for companson because it 1s considered to be the most comparable to the Group's business

Historic TSR performance growth in the value of a hypothetical £100 holding over five
years compared with tho Specality and Other Finance Index based on spot values
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Executive and non-executive directors’ emoluments and compensation

The following table shows the emoluments of the executive directors and non-executive directors i the year ended
31 March 2007

Benefits Total for Total for
In kind Performance yearended year ended
Base salary Jother “related 31 March 31 March
Hees cash bonuses 2007 20068
Audited £'000 £1000 £'000 £'000 £'000
Executive directors
DG Anthony 205 20 35 260 212
N Hrasawa* 35 9 7 51 108
B A lversen™ 135 43 3 209 154
M J Cutbill 143 13 21 177 167
R Gordon™ 70 7 21 98 n/a
M Usarmi® 126 34 17 177 n/a
Total 714 126 132 972 i3
Non-executive directors
Y Antoshi - - - - -
AW Jukes (Charman) 45 - - 45 35
J 8 Stubbings 28 - - 28 2
N Carter 24 - - 24 22
A Tsuda - - - - -
Total a7 - - 97 a3

(UK & Japanese salary induding tax equalisabon) N Hirazawa retred a3 an exeatwe dreclor on 21 June 2006 and M Usarm commenced emplovment on
1 May 2006 and became an executve direcior on 21 June 2008. Data for M Usarme refers fo the penod krom 1 May 2008

R Gordon was apponied as an execuive ditector effective 1 Oclober 2006 and the data retates to s perod anly Deata for B A_ lvarsen relates Lo the
penod 10 31 Jamzry 2007 wikch constituted the end of her contractual nokico penod.

Haaehi Capital (UK) PLC




Pensions

B A Iversen M J Cutbdl and R Gordon earned pension benefits from the Hitacty Capital (UK) PLC Group Pension
and Life Assurance Schemse {the Group's defined benefit pension scheme) during the year The following table sets
out details of the cash equivalent transfer value of each director’s accrued pension bensfits in the scheme

B.A. lversen M.J Cuthill R Gordon

Age at 31 March 2007 52 45 a5
Audtted £000 £000 £000
Accrued benefits earned In the year 4 4 2
Total accrued benefits at 31 March 2007 19 10 2
Transfer value at 31 March 2007 266 100 21
Transfer value at 31 March 2006 223 63 3
Increase in transfer value over year 43 37 18
Increase in transfer value over year, less directors’ contnbutions 35 30 12
Additional accrued benefits eamed In year (sxcluding inflation) 4 4 2

DG Anthony left pensionable service of the Scheme on 5 Apnl 2006 with a deferred pension entittement of
£170,000 p a He transferred hus benefits out of the Scheme dunng the year for a cash sum of £3 574 000 {excluding
any benefits in relation to Additional Voluntary Contributions) The transfer value of his benefits at 31 March 2006 was
£3,405 000 Mr Anthony has no remaining benefits within the Scheme

M Usamiis a member of & pension plan operated by Hitacht Capitat Corporation (HCG") and company pension
contnbuiions for the period amounted to £16,559

Normal retirement age from the Scheme s 65 The accrual rate for M J Cutbilt and R Gordon 1s 1/50th On the death
of a director after retirement a spouse’s pension Is payable equal to half of the director's corresponding pension On
early retirement without Group consent, the pension 1s subject to actuanal reduction Pensions are guaranteed to
ngrease n payment sach year by the lower of 5% per annum and the increase in the Retail Pnee Index Members
pay contnbutions of 5% of Pensionable Earmings No allowance 1s made for discretionary benefits in the calculation of
the transfer values

The defined benefit contribution scheme was closed to new entrants on 31 March 2002, although from tme te tme
new members are admitted exceptionally with the approval of the remuneration committee and the trustees of the
scheme All employees joining the Group from 1 March 2003 are inwvted to join a Stakeholder Pension Plan organised
with Prudental

Following a review by the Board of the funding position of the closed Hitachi Capital (UK) PLC Group Pension & Life
Assurance Scherne, to ensure the ongoing continuance of the scheme for current members for the foreseeable future,
two key changes were made to the Scheme with effect from 1 Aprl 2005 For service from 1 Apnl 2005 the normal
retirement age for members mcreased from 60 to 65 and the calculation of pensionable salary changed from gross
eamings to basic salary less the lower eamings bmit Benefits accrued by members up to 1 Apnl 2005 were unaffected
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Directors’ share options
The number of options granted to the executive drectors in 2006/7 and outstanding as at 31 March 2007 are set out below

Plan Noof Options Opticns Options No of Date of Exerclse Market Qaln Date from Expiry
options at granted exercised lapsed options at grant price priceat madeon which Date
31306 during during during 31.3.07 (pence) exercise exercise exercisable
year year year {pence) (£000)

DG Anthony () 100,298 - 100,268 - - 010803 1705 i} £63402 010808 N/A
DQ. Anthony {) 91,030 - - - 91,030 010604 2010 - - 01 06 07 (W01 0614
DQ. Anthony () 78,258 - - - 78258 010805 2490 - - (MO1 06 08 (MO1 06 15
D Q. Anthony () - 08,368 - - 98368 010606 2080 - - (01 0609 (M0O1 06 16
D G Anthony (i) 4,785 - - - 4,785 140605 1980 - - (01 0808 (W01 0209
BA Iversen () 70,384 - 70,384 - - 010803 1705 2275 £40119 N/A N/A
B.A Iversen () 63,883 - - 63,883 - 010604 2010 - - N/A N/A
B.A lversen () 54682 - - 54,662 - 010605 2490 - - N/A NFA
B.A Iversen (i) 7,644 - 7844 - - 1206803 1210 22325 £7.816 N/A N/A
MJ Cuthili () 49,194 - - - 49194 010604 2010 - - 10807 010614
MJ Cuthil () 43682 - - - 43882 010605 2480 - - 010608 010615
MJ Cutbill () - 68 634 - - 68634 OG10606 2080 - - 010600 010616
M J Cutbill (i) 2,871 - - - 2871 140805 1680 - - 010808 010209
R Gordon 0] - 44 231 - - 44,231 10608 2080 - - D10608 010816
R Gordon i - 5,736 - - 5736 120606 1630 - - 010809 010210

) Hracty Capital fUK) PLG Executve Sharg Oplion Plan

) Hrachs Capital {UK) PLC ShareSave Scherme

) 65849 @267 5385p 17 002 @ 256.883p and 13,447 @252p

() The exeraise date tor D G Anthorry 15 the eorfier of hes relrement data or the exercesabie dale stated n the table. The expiry date will be 8 months ram his date of retrement

The market price of ardinary shares in the Group as at 31 March 2007 was £2 26 The highest and lowest markest pnces of ordinary sharss dunng the financial year
were £2 66 and £1 95 respectively There have been no changes n D G Anthony's, M J Cutbill's or R Giordon's interests in share options since the year-end

Shareholder approval of the Directors’ Remuneration Report
At the Annual General Meeting of the Company to be held on 20 June 2007 a resciution approving this report 1s {o be proposed as an ordinary resohution

By order of the Board

J§ Stubbings < -

Chairrman of Remuneration Commuttee

Hitachi Capital (UK] PLC
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Chaiman

1 Anthony Jukes

Chaiman aged 64, joined the Board as a non-executve drector in 1996
He has held vanous senior positions within the financial sector and has
served as a member of vanous committees, including Chairman of the
Finance & Leasing Association dunng 1985-6 He currently holds a number
of directorships within HBOS PLC

Executive directors

2 David Anthony

Chiaf Executive aged 60 joined the Company on Its establishment in 1982
as General Manager joined the Board i July 1986 and was appainted Chisf
Execuive In 2001 He graduated in Modern History at St Cathenne's
College, Oxford, quatfied as a Chartered Accountant and subsequentty
moved into the finance industry

3 Robert Gordon

Group Finance Drector aged 45 joined the Board in Oclober 2006 He
graduated n Economics at Adelaide University, Australia and qualfied as a
Chartered Accountant Pnor to joining Hitacty Gapital, he was Managing
Director of Finova Capial PLC and worked for Touche Ross and Co 1in
Australia and the United Kingdom

4 Masahiro Usami

Managing Director, aged 47 joined the Board in June 2008 A graduate of
Keio Unversity, he jomed Hitachi Capital Corporation in 2004 Pror to this
he held senior positions in Yaoke Ltd and The Long-Term Credit Bank of
Japan bimited, with postings in Hong Kong and Japan

5§ Martin Cutbill

Aged 45 joined the Board in 2005 A graduate in Psychology from
Nottingham Unversity, he has responsiulty for Group-wids business
development Pnor to joining Hitach: Capital he was Head of Partnersheps at
HBOS and also previously worked for PriceWaterhouse

Non-executive directors

& Simon Stubbings

Aged 62, joined the Board as a non-executive director in 1989 A graduate
of Tnnity College Dublin he qualified as a sohcitor and spent his career with
Theodore Goddard where he rose to be a Managing Partner from 1663 to
1997 He also serves as a non-executive drrector of UTi Worldwide Inc and
certain prvaie companies

7 Akira Tsuda

Aged 62, joined the Board n 2005 A graduate of Waseda University, with a
degrea in Commerce He 1s a Director of Hitachi Capilal Corporation
Previously he was CEQ and Charman of Nomura Investor Relations

8 Yoshitaka Aritoshi

Aged 66, joined the Board as a non-executive director in 2002 and was
appainted Vice-Chaiman in 2005 A greduate of Waseda University, he
joined Hitachi Capital Corporation in 1963 Mr Artoshi holds several
non-executive director posts within Hitachi Capital Corporation Group
companies

9 Nicholas Carter

Aged 61, Mr Carter joned the Board as a non-executive director In Juty
2003 He qualfied as a Chartered Accountant in 1968 and graduated in
ltahian from UCL Having held senior financial positions in comparies both in
the United Kingdom and in mainland Europe he was General Manager,
Finance of the NFU Mutual & Avon Insurance Group for 14 years before
retinng n October 2001
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The drrectors present their annual repert and the audited financial statements for the year ended 31 March 2007

Principal activities and business review

The pnncipal activities of the Group dunng the year were the provision of
finance m the form of contract hire, block discounting, leasing hire purchase
persconal loans and related products and senaces, as well as the provision of
insurance and credit management services The information that fulfils the
requirements of the Enhanced Business Review and the iikely future
denvelopments in the business of the Group is Included in the Chayman's
statement on pages 4 10 5 in the business and financial review on pages 6
to 7 and In the corporate governance report on pages 8to 11 which are all
ncorporated in this report by reference

Results and dividends
The resuits of the Group for the year ended 31 March 2007 are set out in the
consolidated income statement on page 23

The directors recommend a final dwiclend of 8p (2006 8p) per share to be
paid on 6 July 2007 An intenm didend of 3 25p per share was pad on 1
December 2006, giving a total dvidend for the year of 11 25p (2006 11tp} per
share The total distnbution of dadends for the year to 31 March 2007 will
be £4,782,000 (2006 £4,844 000}

Greenwood Nominges Limited which holds shares in the Company on
behalf of the Hitachi Capital (UK} PLC Employee Share Ownership Plan Trust
has an arrangement with the Company under which 1t waived al but 0 O1p
per share of the divdends paid during the year and has agreed to wave
such amount in respect of future diadends

Donations

During the year the Group gave £31,000 (2006 £20,000) for chantable
purposes Further detalls are set out in the corporate social responsibility
report on pages 12 to 13 No political donations were made this year
(2006 £ni)

Policy on payment of creditors

The Group ams o settle frade creditors in accordance with ther indradusal
terms of business subject to satisfactory performance by the supplier Trade
creditor days for the Group, based on the ratio of trade creditors at the year
end to total purchases dunng the year were 20 days (2006 23 days) For
the Company the trade creditor days at the year end were 55 days

(2006 23 days)

Employees

The Group has an HMRC-approved savings-related share-option scheme
which UK employees are entitled to participate in on an annual basis (see the
director’s remuneration report on page 15, for further details) The Group I1s
committed to regular and timely communication with staff, of information on
matters of cancern to them as employees, including both bnefings and
written communications It s the Group's policy io be an equal opportuniies
employer Human resource policies are reviewed regularty and initiatves are
made i afl the main areas of human resource policy Further detalls are set
out In the corporate social responsibility report on pages 12 and 13

The Group's policy and practice 1s to encourage the recrutment training,
career development and promotion of disabled persons according to thesr
aptitude and abiity and the retention and re-training of employees who
become disabled whilst in the employment of the Group

Hitachi Capital (UK} PLC

Shareholders
The sharsholders detalled below have reported an interest of 3% or mere in
the ordinary share capital of the Company as at 2 May 2007

Ordinary shares Number % held
Hitachi Capital Corporation 27,637,400 B4 76%
Trafalgar Asset Managers Ltd 2,836,692 6 88%

Drectors and drectors’ mterests in shares
The directors who served dunng the year and to the date of thus report,
1ogether with therr respective beneficial interests in shares, are as follows

31March 2007 1 April 2006
DG Anthony t 47,611 26120
Y Antoshe *t - -
N Carter “#1 1,250 1,250
MJ Cutbill 5,000 5000
R D Gordon (appointed on 1 October 2006) - -
N Hirasawa (resigned on 21 June 2006} - 12,000
B A tversen {resigned on 29 September 2006) - 15,000
AW Jukes ({Chaurmnan) 10,740 10,740
J 8 Stubbings *#1 11 000

11,000

A, Tsuda*
M Usami {appointed on 21 June 2006)

* non-axecutive

# member of audit c stton and remr
t member of nomination cammitiea
{N Carter and J S Stublings resagned as membets of the nomination commitiee
on 22 Novermnber 2006).

canrmittes

No director has any non-beneficial interests in shares

There have been no changes in directors’ Interests since the year end up to
the date of this report

Detalls of the directors' share options are included in the Directors’
Rermuneration Report on page 18

At the AGM 1n June 2006 the Board was delghted to welcome Masahiro
Usami and, in October 2006, Robert Gordon, as exscutive directors Mr
Usami and Mr Gordon both have over twenty years® expenence in finance
and nvestment with the magponty of Mr Usami’s career at The Long-Term
Credit Bank of Japan and Mr Gordon’s with Finova Capital plc

Norichika Hirasawa left the Board in June 2006 upon his planned retirement
and Barbara tversen resigned in September 2006 The Board thanks both
executive directors for therr commitment and contnbution to the Company

Having been appointed by the Board since the last Annual General Mesting
Rebert Gordon is (in accordance with the Gompany’s Articles of Association)
offenng himself for reappointrent at the 2007 Annual General Meeting In
accordance with the Company’s Articles of Association, each of the other drectors
will retire by rotation at the forthcoming Annual General Meesting and, being
eligible to be reappointed, will offer himself for reappontment at that meeting

Biographical details of all drectors are set out on page 19

At the 2007 Annual General Meeting resolutions will be proposed to appoint
Glynis Appelbe and Simon Oliphant as executive directors of the Company
Further detais are set out In the Notice of the Annual General Meeting 2007
and the explanatory notes




Directors’ remuneration
Detalls of the remuneration of the directors for the year ended 31 March
2007 are set out in the Directors’ Remuneration Report on page 16

An ordinary resolution to approve the Directors” Remuneration Report as set
out on pages 14 10 18 will be proposed as an item of special business al the
forthcoming Annual General Meeting

Statement of directors’ responsibilities

The directors are responsible for prepanng the annual report and the financial
statements The directors are required ta prepare accounts for the Group in
accordance with International Financial Reperting Standards (IFRS) and have
also elected to prepare Company financial stalements in accordance with
IFRS Company law requires the directors to prepare such financial
statements in accordance with IFRS, the Comparves Act 1985 and Article 4
of the IAS Regulation

nternational Accounting Standard 1 requires that financal statements

present for each financial year the Company's financial posttion, financial

performance and cash flows This requires the faithful representation of the

effects of transactions, other events and conditions in sccordance with the

defintions and recognstion cntena for assets ltabilties, ncome and expenses

set out in the International Accounting Standards Board’s ‘Framework for the

Preparation and Presentation of Financial Statements’ In virtually all

circumstances, a fair presentation will be achieved by compliance with all

applicabla intemational Financal Reporting Standards Directors are also

required 1o

+ Propery select and apply accounting policies

* Present nformation, Including accounting policies, in a manner that
provides relevant reliable, comparable and undersiandable information

* Prowvde additional disclosures when compliance with the specific
requirements in IFRS 1s Insufficent to enable users to understand the
impact of particular transactions, other events and conditions on the
entity’s posttion and financiat performance, and

» Prepare the accounts on a going-concern basis unless, having assessed
the ability of the Company to continue as a going concern, management
aither intend to liquidate the entity of to cease tradng or have no realistic
alternative but to do so

The directors are responsible for keeping proper accounting records which
disclose with reasonable accuracy at any time the financial position of the
Company for safeguarding ihe assets for taking reasonable steps for the
prevention and detection of fraud and other irregulanties and for the
preparation of a directors’ report and Directors’ Remuneration Report which
comply with the requirements of the Companies Act 1985

Each of the persons who is a drector at the date of approval of this report
confims that

{1) so far as the diector is aware, there 1s ne refevant audit information of
which the Company’s auditors are unaware, and

{2) the director has taken all the steps that he ought 1o have taken as a
director in order to make imsalf aware of any relevant audtt information and
to establish that the Company's auditors are aware of that infformation

This confirmation s given and should be interpreted in accordance with the
provisions of s2347A of the Companies Act 1985

The directors are responsible for the maintenance and integnty of the
Company website Legislation in the Unied Kingdom governing the
preparation and dissermination of financial statements differs from legislation
in other unsdictions

Qualitying indemnity provisions

By wirtue of aricle 142{A) of the Articles of Association of the Company, a
qualfying Indemnity provision {within the meaning gven by section 309B(1) of
the Companies Act 1985) Is In force at the date of this repart in respect of
each drector of the Company and was In force throughout the year ended
31 March 2007 in respect of each persen who was a director at any time
dunng that year

Going concern

The directors consider that the Group has adequate resources 1o continue 1
operation for the foreseeable future and that # is therefore appropnate to
adopt the going-concem basis in prepanng the financial statements

Financial instruments

Information on the Group's financial nsk-management objectives and policies
and the Group's exposure to price nisk, credit nsk, iquidty nsk and cash-flow
nsk 15 set out In note 31 to the financial statements

Authority to repurchase shares

At the Annual General Meeting in 2006, shareholders gave the Company
authortty 10 make market purchases of up to 4,245 220 of its own shares
The Board has not exercised this authonty to date and has no current plans
to do 50 but believes that 1t 1s 1n the best interests of shareholders that the
Company should have the flxibility 1o make market purchases of ts own
shares The current authorty will expire at the 2007 Annual General Meseting
and shareholders will be asked to renew the authonty at that mesting

Post balance sheet events
Details of post balance sheet events are set oul in note 29 to the
consohdated financial statements on page 58

Auditors

Dunng the year, Deloitte & Touche LLP resigned as independent auditors of
ihe Company and the Board appointed Ernst & Young LLP to fillthe
vacancy in accordance with Section 384 of the Companies Act 1985 A
resolution for the reappointment of Emst & Young LLP as audttors of the
Company 1s 10 be proposed at the forthcoming Annual General Meeting
Further details are set out In the explanatory notes to the Notice of Annual
General Meeting 2007

Y

JNM Sims
Company Secretary
9 May 2007
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Independent auditor’s report
to the members of
Hitachi Capital (UK) PLC

We have audited the Group and parent company financial statements
(the “financial statements”) of Hitachi Capital (UK) PLC for the year
ended 31 March 2007 which comprise the Consolidated Income
Statement, the Consclidated Statement of Recognised Income and
Expense, the Consolidated and Parent Company Balance Sheets, the
Consolidated and Parent Company Cash Flow Statements and the
related notes 1 to 31 These financial statements have been prepared
under the accounting policies set out therein We have also audited the
information m the Directors’ Remuneration Report that is described as
having been audted

This report 1s made sdlely to the Company's members, as a body In
accordance with Section 235 of the Companies Act 1885 Qur audtt work
has been undertaken so that we might state to the Company's members
those matters we are required 1o 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 responsibiity to anyone other than the Company and the Company's
members as a body, for our audit work, for this report, or for the opinions we
have formed

Respective responsiblliies of directors and auditors

The directers are respensibie for prepanng the Annuat Report, the directors’
renumeration report and the Group financial statements in accordance with
applicable United Kingdom law and International Financial Reporting
Standards {{FRSs} as adapted by the European Union as set out in the
Statement of Directors’ Responsibities

QOur responsibility 1s to audit the financial statements and the part of the
Directors’ Remuneration Report to be audied in accordance with relevant
legal and regulatory requirements and International Standards on Auditing
{UK and Ireland)

We report to you our opinion as to whether the financial statements gve a
trus and farr view and whether the financial statements and the part of the
Dwectors’ Remuneration Report to be audted have been propetty prepared
in accordance with the Companies Act 1985 and Article 4 of the IAS
Regulation We also report to you if in our opinion, the directors’ report 15 not
consistent with the financial statements if the Company has not kept proper
aceounting records, If we have not receved all the information and
axplanations we require for our audit, or f Infformation specified by law
regarding directors' remuneration and other transactions 15 not disclosed

We review whether the corporate govemnance statement reflects the
Company’s compkance with the nine provisions of the 2003 FRC Combined
Code speciiied for our review by the Listing Rules of the Financial Services
Authonty and we report If it does not We are not required to consider
whether the Board's staterments on ntermal control cover all nsks and
controls or form an opinion on the effectiveness of the Group's corporate
governance procedures or its nsk and control procedures

We read other information contained in the Annual Repoert and consider
whether 1t 1s consistent with the audited financtal statements The other
information compnses only the directors’ report, the unaudited part of the
Directors’ Remuneration Report, the Charman's statement, the business
and financial review and the corporate governance statement We consider
the mplications for our report if we become aware of any apparent
misstatements or matenal inconsistencies with the financial statements Our
responsiblities do not extend to any other information

Hitaeh Capital (UK} PLC

Basis of audit opinion

We conducted our audtt in accordance with Intemational Standards on
Audting (UK and Ireland} 1ssued by the Auditing Practices Board An audt
includes examination, on a test basis, of enidence relevant to the amounts
and disclosures in the financial statements and the part of the Directors’
Remuneration Report to be audited it also includes an assessment of the
signfiicant estimates and jJudgments made by the directors In the preparation
of the financial statements, and of whether the accounting policies are
appropnate to the Group's and Company’s circumstances, consistently
apphed and adequately disclosed

We planned and performed our audit so as 1o obtain all the information and
explanations which we considered necessary in order to provde us with
sufficient evidence to give reasonable assurance that the financial statements
and the part of the Dhrectors” Remuneration Report to be audited are free
from matenal misstatement, whether caused by fraud or other imregulanty or
error In forming our opinicn we also evaluated the overall adequacy of the
presentation of information n the financial statements and the part of the
Directors’ Remuneration Report to be audied

Opinion

in our opinvon

» The Group financtal statements give a trus and far view, in accordance
with IFRSs as adopted by the European Union, of the state of the Group’s
affars as at 31 March 2007 and of ts profit for the year then ended

» The parent Company financial statements give a true and farr view, In
accordance with IFRS as adopted by the European Union as applied n
accordance with the provisions of the Companies Act 1985 of the state
of the parent Company’s affairs as at 31 March 2007, and

» The financial statements and the part of the Directors’ Remuneration
Report to be audited have been property prepared in accordance with the
Companies Act 1985 and Article 4 of the 1AS Regulatlon

4,,

Ernst & Young LLP 3

Registered auditor

London

S May 2007




_Consolidated
income statement

For the year ended 31 March 2007

2007 2006
Notes £'000 £'000
Revenue 3 199,455 195,228
Finance costs - interest payable 5 {46,005) {45,153)
Depreciation - operating leased assets 12 (63,206) {58,722
Maintenance expense on contract hire vehicles (15,647) {15,393)
Cther (15,288) {17.846)
Cost of sales {140,146) {137,114)
Gross profit 59,300 58114
Bad debts mparrment charge 13 (11,207) 6,874)
Administrative expenses (36,475) {36,511}
(47,682 {43,385)
Operating profit 5 11,627 14729
Farr value gains on denvative financial Instruments 14 1,737 301
Profit before tax 5 13,364 15,030
Income tax expense 7 (2,856) {4,380)
Profit after tax 10,508 10,640
Earnmngs per share
Basic 8 24 9p 252p
Diluted 8 24 8p 251p
Dmdends per share 9 11 25p 10 5p
Consolidated statement
of recognised income and expense
For the year ended 31 March 2007
2007 2006
Notes £'000 £'000
Profit after tax for the year 10,508 10,840
Actuanal gain/(loss) on defined benefit pension scheme 21 1,789 {3.370)
Gain on cash flow hedges taken to cash flow hedge reserve 19,452 8320
Transfer to income statement from reserves on cash flow hedges {16,277} {5,663)
Tax on tems taken directly to equity 7 {1,433 224
Net income/{expense) recognised directly In equity 3,531 (489)
Total recognised income and expense for the year 14,039 10,151

Annual eport and financal stalgments 2007




_Balance sheets
Consolidated and Parent Company

As at 31 March 2007

Group Group Company Company
2007 2006 2007 2006
£'000 £000 £'000 £000
Notes {Restated) {Restated)
Assets
Non-current assets
Goodwill and other intangbles 10 6,376 6,369 3,339 2,885
Investment in subsidianes 1 - B 13,078 13 078
Property plant and equipment 12 236,939 219814 23,526 22 873
Loans and receivables 13 402,124 427312 589,310 601,297
Dervative financial instruments 14 1,166 187 1,166 197
Deferred tax asset 15 - - 1,026 2,813
646,605 653,692 631,445 643,153
Current assets
Loans and recervables 13 348,411 353,500 323,559 328501
Denvative financial instrurnents 14 2,895 82¢ 2,895 828
Trade and other recevables 16 44,301 50,200 1,548 6981
Corporation tax debtor 1,091 503 845 159
Cash 17 14,955 9,542 1,589 -
411,653 414,573 330,436 336 469
Total assets 1,058,258 1 068,265 961,881 979,622
Equity and liabilities
Equrty and reserves attributable to equity holders .
Share capital 22 10,669 10613 10,669 10613
Share premum account 23 15,559 15235 15,559 15235
Treasury shares 24 (1,039) {693) {1,039} (693)
Retained earnings 24 42,730 35,496 15,343 13,878
Cash flow hedge reserve 24 2,212 ) 2,212 1))
Other reserves 24 168 196 %68 - 196
Total equity 70,299 80,846 42,912 39,228
Non-current liabilities
Interest-beanng loans and borrowings 18 294,880 202,690 294,880 2092 590
Denvative financial iInstruments 14 37,014 11,502 37,014 11,502
Cther habilities 19 23,429 26,148 - -
Deferred tax labity 15 4,412 1708 - -
Retirement benefit obligation 21 2,985 4,990 2,985 4 990
362,720 336938 334,879 300,082
Current liabilities ~
Bank overdrafis 17 4,758 7.088 2,626 6,576
Interest-beanng loans and borrowings 18 555,099 504,722 555,099 504,722
Denvative financial mstruments 14 16,364 11,608 16,364 11,603
Trade and other payabies 19 49,018 57,068 10,001 18411
625,239 670,481 584,090 631,312
Total liabilthes 987,959 1 007,419 918,969 940,304
Total equity and liabilitles 1,058,258 1,068,265 961,881 979,622

The financial statements were approves by the board of directors and authonsed for 1ssue on 9 May 2007 They were signed on its behalf by

D G Anthony
Chief Executive

R Gordon
Finance Director

Hitachi Capital {UK} PLC




 Cash flow statements
Consolidated and Parent Company

For the year ended 31 March 2007

Group Group Company Company
2007 2006 2007 2006
£'000 £'000 £'000 £'000
Notes (Restated) (Restated)
Cash flows from operating actlvities
Net cash generated from/{used in) operations 25 98,561 8401 23,647 (56 524)
income tax paid {2,173) 7.477) {338) (3,841)
Net cash generated from/{used in) operating actnvities 96,388 1,014 23,309 (60,365)
Cash flows from Investing activities
Equrty investment in subsidiary - - - {5,000)
Purchase of property, plant and equipment
- Operating leasex] assets (115,687) ©2.411) {9,095) {6352
- Other property, plant and equipment (1,764} {875) (929) {369)
Capitalised software developrment costs (946) (151) (861) {102)
Proceeds from sale of property plant and equipment
- Operating leased assets 39,573 43213 3,031 2,715
- Other property plant and equipment 126 160 11 -
Net cash used in investing actmties (78,718} (50,064) (7,843) {9,107}
Cash flows from financing activities
Dwidends paid to shareholders 9 (4,777) (4 420) (4,777) (4 420)
Proceeds from sstuance of shares 380 - 380 -
Purchases)/sales of treasury shares {346) 202 {346) 202
Issue of medium {erm notes 123,511 128,165 123,571 129 165
Redemption of medium term notes (136,998) (181 557) (136,998) {181,557}
{Decrease)increase In bank loans outstanding (7,805) 44,562 (7,805) 44,562
increase In commercial paper outstanding 17,493 80,591 17,493 80 591
Decrease in funding from secuntised recenvables (1,445) {10 032) {1,4458) (10032}
Net cash (used in)/generated from financing actmities (9,927) 58511 (9,927) 58,511
Net increase/(decrease} in cash and bank overdrafts 7,743 Q9 461 5,539 {10 661)
Cash and bank overdrafts at beginning of year 2,454 (7,007) {6,576) 4,385
Cash and bank overdrafts at end of year 17 10,197 2,454 {1,037} (6,576)
Current assets - cash 14,955 9542 1,589 -
Current llabilties - bank overdrafts {4,758} (7 088) (2,626) B 576)
Cash and bank overdrafts at end of year 10,197 2454 (1,037} 6,576)

Annual eport and Hnancial statemants 2007




" financial statements

For the year ended 31 March 2007

Notes to the consolidated

1 General information

Hitachi Caprtal {UK) PLC 1s a imited Company incorporated in the United Kingdom under the Companies Act 1985, whose shares are publicly
traded The address of the registered office 1s given on page 61 The nature of the Group's operations and Its prncipal activities are set out in the
Business and financial review on pages 610 7

The Company's mmediate parent undartaking 1s Hitachi Caprtal Corporation, incorporated in Japan Hitachi Capital Corporation is utimatety owned
by Hitachi Ltd also incorporated in Japan

At the date of authonsation of these financial statements the following standards and interpretations which have not been applied in these financal
statermnents were In Issue but not yet effective

IFRS7

Financial nstruments disclosures and the related amendment to IAS1 on capital disclosures
IFRSS

Operating segments

IFRIC8

Scope of IFRS2

IFRIC 9

Reassessment of embedded dermvatives |
IFRIC 10

Intenm financial reporting and impainment

IFRIC 11 i
Group and treasury share transactions
IFRIC 12

Service concassion armangements

The directors anticipate that the adoption of these standards and interpretations in future penods will have no matenal iImpact on the financial
statements of the Group except for potential changes to disclosures on financial instruments when the relevant standards come inte effect for the
year ending 31 March 2008

Restatement of comparatives

Comparative information has been restated for the following terms which are now more appropnately classified within the financial statements

* Reclassification of capitalised software development costs from property, plant & eguipment to goodwill and cther intangibles

» Rensurers' share of insurance premiums and insurance claims labiibes previously offset against unearned insurance prermiums and Insurance
clam habilities separately dentified as assels

* Far value gans on dervative financial instruments are shown as non-operating within the consolidated income statement,

« Cash flow statement and related reconcilations in Note 25 have been restated to conform with the cument year presentation

The restatements have not resutted In any change to the net assets, shareholders’ equity or result for the year ended 31 March 2006
2 Significant accounting policies

Basis of preparation

The parent company and consolidated financial statements have been prepared m accordance with International Financial Reporting Standards
(FRSs), as adopted for use In the Evropean Urion The Group has adopted IFRSs from 1 Apnl 2004 with details of the transition including voluntary
and mandatory exemptions from full restatement, set out in the Group's 2006 annual report

The consolidated financal statements have been prepared on the histoncal cost basis, except for denvatve financial Instruments which are
rmeasured al far valus The pnncipal accounting policies adopted are set out below

Basis of consolidation

The Group’s financial statements consolidate the financial statements of Hitachi Capital (UK) PLC (the parent company} and its subsidiary
undertakings The financial statements of subsidianes are prepared for the same reporting year as the parent company, using consistent accounimng
policies Control 1s achieved where the Group has the power to govern the financial and operating poicies of an investes entity so as to obtain benefits
from its actvities The Group has a special purpose entity Secuntisation of Financial Assets Limited (‘SOFA'), with a non-coterminous year-end of 31
May The financial position and results of SOFA for the year ended 31 March 2007 have been consolidated within the Group's financial statements

The purchase method of accounting has been adopted, whereby the results of subsidianes acquired or disposed of In the year are inciuded in the
consolidated income statement from the date control of the net assets and operations are transferred to or from the Group Al intra-group i
transactions balances, income and expenses are eliminated on consolidation

Gioodwill
Goodwill on acquisition 1s mitially measured at cost, being the excess of the cost of acquisihion over the Group’s share of the fair value of dentifiable
net assets (ncluding intangible assats if ts farr value can be measured reliably on acquistion) of a subsiiary at the date of acquisiion

Goodwill 15 reviewed annually for mpairment {or more frequently whera there 1s an indication that it may be mparred) and as such 1s stated at cost
less any provision for impairment in vatue Goodwl 1s allocated 10 cash generating units for the purpose of mparment testing

Hitachi Capital (UK) PLC




Notes to the consolidated
" financial statements

For the year ended 31 March 2007

2, Significant accounting policies (cont'd}

Investment in subsidiaries
Investments in subsidianes are stated at cost

Property, plant and equipment
Property, plant and equipment are stated at cost fess accumulated depreciation and any prowision for imparrment in value Operating lsased assets

are reviewed for imparment annually whereas the carrying values of all other tangible fixed assets are reviewed for impairment when events of
changes In crcumstances indicate the camying value may not be recoverable

Depreciation is caiculated to wnte-off cost less residual value on a straight-line basis, over the estimated useful Iife of the assets as follows

Freehold bulldings 50 years
Leasehoid improvements Remaining term of the lease
Fixtures fitings and IT equipment 4 years
Motor vehicles 3 years
Operating leased assets Term of the lease

Where the Group has an interest in the residual value of certain operating leased assets these values are reviewed on a regular basis and, where
necessary any varance from the exposure recognised by the Group charged or credited to the income statement over the remaining Ives of the
operating leases of the assets concerned

Financial instruments

Financial assets, liabilities and dernvatives are racognised on the Group's balance sheet when the Group becomes party to the contractual provisions
of the nstrument  The derscogrition of the financial asset takes place when the nghts to the contractual cash flows expire, or when the Group no
longer controls the contraciual nghts that compnse the financial asset This 1s normally the case when the instrument 1 sold or all the cash flows
attnbutable to the Instrument are passed through to an mndependent thrd party A financial hability is derecognised when the obligation under the
labilty 1s discharged cancelled or expires

Loans and recenables

Loans and recervables are measured at intial recognition at fair value and are subsequently measured at amortised cost using the effectve interest
rate method Appropriate aowances for estimated «recoverable amounts are recognised in the income statement when there is objectve evidence
that the asset 1s imparred The allowanca recognised 1s measured as the difference between the asset’s carmying amount and the present value of
estimated future cash flows If matenal future cash flows have been discounted at the effective interest rate computed at inhial recogrition

Cash and bank overdrafts
Cash and bank overdrafts comprnse cash on hand, demand deposits and shori-term bank overdrafis and are subject to an insign ficant nsk of
changes In value

Interest-bearing loans and borrowings

interest-beanng loans and borrowings are measured at intial recogrition at farr value, which for external borrowings represents the: value of the
proceeds receved, net of any transactional costs that are directy attnbutable Borrowings are subsequently measured at amortised cost using the
effective interest rate method Finance charges, including premiums payable on settlement or redemption and direct 1ssus costs, &re accrued in the
income statement using the effective interest rate method They are added to the camying value to the extent that they are not settled in the penod in
which they anse

Derivative financial instruments and hedge accounting
The Group uses denvative financial Instruments such as cross-curency miterest rate swaps, interast rate swaps and interest rate caps to hedge its
nsks associated with interest rate and foreign currency fluctuations The Group does not use denvaiwe financial instruments for speculative purposes

Dervative financial nstruments are recorded at far value The gams or losses on re-measurement are taken to the mcome statement except where
the denvative 1s designated as a cash flow hedge and qualifies for hedge acoounting

In relation to cash flow hedges that mest the conditions for hedge accounting, the portion of the gans or losses on the hedging instrument that are
determined to be an effective hedge are recogrused direcily in equity and the ineffectsve portion s recognised in the income statement The gains or
losses that are recognised n equity are iransferred to the income statemant in the same penod in which the hedged ttem affects the income staternent

In relation to far value hedges that meet the conditions for hedge accounting, gans or ksses on the re-measurement of the hedging instrument at
faw value are recognised in the incoms statement Any gains or losses on the hedged rtem attnbutable to the hedged nsk are adjusted against the
carmying value of the hedged e and also recogrised in the income statement

Hedge accounting 1s discontinued when the hedging instrument expires, 1s sold, terminated  exercised, or no longer qualifies for hedge accounting

At that point any cumulative gans or losses on the hedgng instrument which have been recognised in equity under & cash flow hedge are retaned
1n equity untd the forecast transaction ocours at which point it 1s removed from equity and included in the income statement Any adjustment made
to the carmying amount of the hedged item under a farr value hedge 1s amortised in the income statement over the remaining Ife of the hedged tem

Eor dervative financial instruments that do not qualdy for hedge accounting, any gains of fosses ansing from changes in fair value are taken directly
to the Income statement ¢
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_Notes to the consolidated
financial statements

For the year ended 31 March 2007

2 Significant accounting policies (cont'd)

Treasury shares
Upon consolidation, the balance shest and income statement are adjusted for own shares held by the Hiachi Capital (UK) PLC Employee Benefit
Trust to satisfy options under the Group's share options schemes

On purchase the cost of the shares acquired 18 deducted from eguity Subsequently, any gain or loss on the sale or cancellation of an entity’s own
shares 1s recognised In equity Any net mcome I refation to own shares are eiminated before stating the profit for the year Onvdends paid in respect
of these shares are also excluded when determining the retained profit for the year

in calculating the basic earings per share, the exclusion of the Income In respect of treasury shares from the income statement requires the
exclusion of traasury shares from the weighted average number of shares When calcutating the diluted earnngs per share the number of shares
included in the weighted average reflects the potential 1ssue in respect of treasury shares

Revenue actlvities

Instalment finance and other loans

Interest and other charges earned on instalment finance and cther kan agreements are credited to the income statement, over the life of the
agreement, using the effective interest rate method such that a constant rate of return 1s earned in proportion to the capital balances outstanding
Initial direct costs are recognised over the Iife of the agreement, on the same basis as revenues

Leases

Finance and hire purchase agreements whuch transfer to the lessor substantially all the nsks and benefits incidental to ownership of the [eased ntem,
are recorded In the balance sheet at the net invesiment In the lease Interest Income I1s recognised using the actuanal before tax method, which
reflects a constant rate of return on the net investment outstanding

Leases where the Group retans substantially all the nsits and benefits of ownership are classified as operating keases and are recorded as operaling leased
asssts within property, plant and equipment Rental instalments are recogrused in the mcome statement on a straght-ine basis over the lease term

Intiat direct costs are recognised over the life of the leases, on the same basis as revenues

Insurance

Insurance premiums, net of reinsurance and an allowance for cancelations, are recognised over the penod of the policy wniten on a basis which
reflects the expected profile of the nsk undertaken Acquistion costs, which represent commission and other related expensss, are amortised on the
same basis and over the same penod as the related premiums subject to recoverability Proviston 1s made for the estimated cost of reported clams
not settled at the balance sheet date and for estimated clayms incurred but not reported at that date Prowision is also made, where the expected
value of claims attrbutable to policies in force at the balance sheet date exceeds the net unearned premiums on these policies

The Group performs lability adequacy testing on its claims fiabilites to ensure that the carryng amount of its habilites including the provision for
unearnad reinsurance premrim net of related deferred insurance commnssions, I1s sufficient In view of estimated fulure cash flows

The Group ceded reinsurance 1n the normal course of business for the purpose of imiting s net loss polential Assets, kabiities, Income and
expense ansing from ceded minsurance contracts are presented separatety from the related assats, liabilties ncome and expense from the related
Insurance contracts because the reinsurance arrangements do not relleve the Group from its direct obligations to the policyholders

Reinsurance premum for ceded reinsurance are recognised as an expense on a basis that 1s consistent with the recognition basis for the premiums
on the related nsurance contracts Rensurance assets include recovenes due from reinsurance comparnies n respect of clams paxd and are
included in trade and other recenvables in the balance sheet

Borrowing costs
Borrowing cosls are recognised as an expense whsn incurred

Foreign currency translation

The Group's presentational and Company’s functional currency 1s UK Sterling (£) Transactions in currencies other than UK Sterling are recorded at
the rates of exchangs prevaing on the dates of the transactions At each balance sheet date, monetary assets and kabilies that are denominated in
foreign currencies are retranslated at the rates prevailing on the balance sheet date Exchange differences ansing on the settiornent of monetary
items, and on the retranslation of monetary dems are included in the income statement for the penod

In order to hedge is exposure to forgn exchange nsks, the Group mostly enters nto cross-currency and Interest rate swaps, the accouning
policies of which are set out on page 27

Retirement benefit costs

The Group operates a defined benefit pansion scheme and a defined contribution pension scheme The pension cost relating to the defined benefit
scheme is assessed In accordance with the advice of independent qualfied actuanes using the projected unit credit method which attributes
entitlements 1o benefits to the current penod {to determne current service cost) and 1o the curent and pnor penods (o determine the present value
of defined benefit obligations)

Actuanal gans and losses are recogrused, m full, in the statement of recognised ncome and expense n the percds in which they anse

The Group's contnbutions to the defined contnbution schemne are charged to the income statement in the penod to which the contnbutions relate

Hatachi Capital {UK] PLC




_Notes to the consolidated
financial statements

For the year ended 31 March 2007

2 Significant accounting policies (cont'd)

Share-based payments

The fair value of share options granted under the Group's Incentive schemes is measured at the date of grant using a binomial model The cost of
these equity-settled transactions 1s recognised as an expense on a straght-lne basts over the vesting penod, which ends on the date on which the
employses become fully entitlsd to the award The valuation 1s based on the Group's annual estimate of the number of shares that will eventually
vest No expense 1s recogrised for awards that do not ultimately vest

At each balance sheet date before vesting, the cumulative expense 1s calculated representing the extent io which the vesting penod has expred and
management’s best estimate of the achievernent or otherwise of non-market conditions and of the number of equity Instruments that will ulimately
vest The movement in the cumulative expense since the previous balance sheet data 1s recognised i the income statement, with a corresponding

entry in equity

Taxation

Current tax payable is based on taxable profit for the year which differs from profit before tax as reported n the income statement because i
exciudes tems of Income or expense that are etther taxable or deductible in future years or never taxable or deductible The Group’s hability for
current tax 1s cakoulated using tax rates that have been enacted or substantvely enacted by the balance sheet date

Deferred tax is calculated using the balance sheet llability method Deferred tax kabilites are generally recognised for all taxXabie terporary differences
and deferred tax assets are recognisad to the extent that it 1s probable that taxable profits will be avalable, agamst which deductible temporary
differences can be utiised Such assets and kabilites are not recognised if the temporary difference anses from goodwill or from the intial recognition
{other than In a business combination} of other assets and habiities In a transaction that affects neither the tax profit nor the accounting profit

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced 1o the extent that it 1s no longer probable that
sufficient taxable profits will be available to allow all or part of the asset (o be recovered

Deferred tax Is calculated at the tax rates that are expected to apply in the period when the tability 1s setiled or the asset 1s realised Deferred tax s
charged or credited in the iIncome statement, except when it relates to tems charged or credited directly to equity, in which case the deferred tax s
also dealt with in equity

Dividends
Ddends proposed by the board of directors and unpaid at year end are not recogrused In the financial staterments until they have been approved
by sharehoiders at the Annual General Meeting

Critical accounting estimates and judgements

Cnitcal accounting estimates are those which involve the most complex or subjective judgements or assessments The areas of the Group's
business that typically require such estimates include operating leased assets residual values, the allowance for mpairment of loans and recenvables
deferred tax and insurance contract provisions and related deferred insurance commissions Details of these are set out In the accounting policies
above as well as notes 12, 13, 15and 20

3 Revenue
An anatysis of the Group's revenue from continuing operations Is as follows .

2007 2008

Note £'000 £:000

Instatment finance 29,398 27,255
Leasing - operating leases 99,763 100,164
Leasing - finance leases 10,018 9,920
Hre purchase agreements 22,807 22,567
QOther financing acinties 6,530 7.517
Insurance ectmties 20 20,465 16,982
Fees and commissions 10,474 10,823
Total revenue 199,455 195,228
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~Notes to the consolidated
financial statements

For the year ended 31 March 2007

4 Segmental reporting

Business segments

For management purposes, the Group 1s currently organised nto five operating dvisions  Vshicle Solutions Consumer Finance Business Fnance,
Insurance Services and Credit Management These dmsions ame the basis on which the Group reports its pnmary segment information All
operations are continuing Inter-segment sales are charged at prevailing market rates

The prncipal actvities are as follows

Vehicle Solutions
Business Finance
Consumer Finance
Insurance Services
Credit Management

Segment information about these business divisions Is presented below

- vehicle management solutions and flest management sernvices
- medum term asset finance
- retail point-of-sale finance

- direct insurer for payment protection and guaranteed asset protection
- credit control and debt recovery services

Year ended Vehicle Business Consumer Insurance Credit Unallocated

31 March Solutions Finance Finance Services Management Corporate Efminations Consolidated
2007 £'000 £'000 £'000 £'000 £'000 £'000 £'000 £'000
Revenue

External sales 106,541 40,263 31,372 20,457 822 - - 199,455
Inter-segment sales 128 - 1,260 80 1,168 - (2,636) -
Total revenue 106,669 40,263 32,632 20,537 1,990 - (2,636) 199,455
Result

Segment result 9,291 (1,892) 2,456 1,614 158 - - 11,627
Fair value gains on

dernvative financial

instruments - - - - - - - 1,737
Profit before tax 9,291 (1,892) 2,456 1,614 158 - - 13,364
Capnal addtions 107,170 9,194 607 99 187 214 - 117,47
Depraciation 57,740 5,889 171 14 36 210 - 64,060
Balance sheet )

Segment assets 300,459 405,606 306,481 49,060 713 909,089 (913,150} 1,058,258
Segment labilities 275,408 386,414 281,625 34,735 43 910,226 (900,492} 987,959

Hnachi Capital {UK) PLG




Notes to the consolidated

financial statements

For the year ended 31 March 2007

4 Segmental reporting (cont’d)

Year ended Vehicie Business  Consumer Insurance Credi Unalocated

31 March Solutions Finance Finance Services Management Corporate  Eliminations  Consoldated

2006 (Restated) £000 £'000 £000 £'000 £000 £'000 £:000 £'000

Revenue

External sales 108,651 30,465 28,885 17,136 201 - - 195,228

Inter-segment sales 404 - 1,355 16 858 . (2,633} -

Total revenue 109,055 39,4865 30,340 17,152 1,849 - {2633 195 228

Result

Segment result 7.234 3668 1446 2421 260 - 14,720

Far value gains on

denvatve financial

nstruments - - - - - 301

Profit betore tax 7,234 3668 1446 2121 260 - 15,030

Capital additions 86,540 6,386 110 8 8 225 - 93,286

Depreciation 54,089 5525 180 31 24 178 - 60027

Batance sheet

Segment assets 287 394 404 680 321 117 52,808 1,519 940815 (940,668 1 068,265

Segment habilities 287,070 384 893 298,204 38,066 ars 045,458 (928,047} 1 007,419
Qeographic segments

As the actvities of the Group are predominantly camed out in the United Kingdom, with the exception being some of the insurance business camed
outIn Iredand no geographical analysis 1S presented

5 Profit for the year

Profit for the year has been arrved at after charging/{crediting)

Group Group

2007 2006

Notes £'000 £000

IEF integration costs - 269
Sarbanes-Oxiey Implementation costs 701 743
Interest payable on third party loans and borrowings 46,005 45153
Profit on disposal of operating leased assets and other property plant and equipment (3,407) {2125
Depreciation of property, plant and equipment 12 64,060 60 027
Imparment of property, plant and equipment 12 (6) 1,202
Operating lease rentals ncome 27 (99,763) {09,406)
COparating lease rentals expense 27 1,148 736
Net insurance premiums earned 20 {(20,465) {16982
Net nsurance clams incurred 20 3,338 3006
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5 Profit for the year (cont'd)

A dstailed analysis of auditors’ remuneration paid to Emst & Young LLP for 2007 and Delodte & Touche LLP for 2006 1s provided below

Group Group Company Company
2007 2006 2007 2006
£'000 £000 £'000 £000
Audit services

Audit services 305 305 206 233
Audit related services 9 100 - 50
314 405 206 283

Non-audit services
Tax complance - 50 - 50
Tax advisory - 9 - 9
Cther services - 7 - 7
- 66 - 66
Total 314 a7 206 349

Audit refated services iInclude Sarbanes-Oxley internal control reviews  attestation senaces not required by statute or regutation and consutting
concerning financlal accounting and reporting standards The Group has established policies governing the use of auditors for non-audit seraces
including imits thereon The auditors are only permitted to perform non-audit serices where ther knowledge of the Group means that ¢ 1s more

efficient to use them rather than employing an atermative firm

6 Staff Costs

The average monthly number of employees (ncluding executive directors) was

2007 2006

Number Number

Management 61 74
Admnistration 390 320
Sales 53 69
Total 504 463

Ther aggregate remuneration compnsed

2007 2006

£'000 £'000

Wages and salares 16,773 16,510
Socml secunty costs 1,756 1,836
Other pension costs 1,587 1679
Expense of share based payments 157 63
Total 20,273 20088

The directors’ remuneration is included in the Disctors’ Remuneration Report on page 14
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7 Tax

The major components of Income tax expense are

Group Group
2007 2006
Note £'000 £'000
Current tax
UK Carporation tax
Charge for the year 1,908 4118
Adjustment in respect of pnor years {323) 824
Total 1,685 4942
Deferred tax
Ongination and reversat of temporary differences in the current year 2,415 562
Adustment in respect of pnor years (1,144) {1,114)
Tatal 15 1,21 552)
Tax expense on profit from continuing operations 2,856 4,390
The charge for the year can be reconciled to the proft per the Income statement as follows
Group Group
2007 2006
£'000 £'000
Profit before tax from continuing operaticns 13,364 15 030
Tax on prefit before tax from continuing operations at UK Corporation tax rate of 30% 4,009 4500
Increase/{decrease) resulting from
Adjustments In respect of pnor years (1,467) (200)
Disallowable expenses and other adjustments 314 171
Total tax on profit from continuing operations 2,856 4,390

In agddition to the amount charged to the Income statement deferred tax relating to the following items has been charged/(crecited) directly in equity

Group Group

2007 2006

Note £000 £'000

Revaltuation of defined benefit pension scheme 471 {1011)
Net gamn on revaluation of cash flow hedges 962 787
Total tax charged/(credited) on items taken direct to equity 24 1,433 (224)

Adustments it respect of pnor years represents the release of over-accruals for taxation following successful resclution of several outstanding {ax

1ssues with HM Revenue and Customs
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8 Earnings per share

The major components of Income tax expense are

2007 2006

£°000 £'000

Profit attnbutable to equity holders 10,508 10,640

2007 2006

Number Number

Basic weighted average number of shares 42,289,874 42,161,983
Dilutive potential ordinary shares

Employee ShareSave scheme options 51,330 114,200

Executive share options 51,853 90,089

Diuted wesghted average number of shares 42,393,057 42,366,272

2007 2006

P P

Basic earnings per share 24.9 252

Diluted sarnings per share 248 251

Basic eamings per share is caleulated by dmding the profit attnbutable to equity holders of the Company by the weighted average number of shares
in 1ssue dunng the year, which has been calculated after deducting 321 962 {2006 290 232) ordinary shares representing the average of the Group's
holdings of treasury shares In respect of employee share scheme trusts

For the caleulation of diluted earnings per share, the weighted average number of shares in 1ssue 15 adjusted 10 assume conversion of all dilutve
potential shares The Company has diutive potential ordinary shares i respect of share options granted to employees

As at 31 March 2007, the wexghted average number of anti-dilutive share options excluded from the caleulation of diuted eamings per share was 247,633
(2006 328,682 These were excluded from the diuted earnings per share calcutation due to certan vesting entena not being met at the end of the year

9 Dividends

Amounts recognised as distnbutions to equity holders in the year

2007 2008
£'000 £'000
Final dvdend for the year ended 31 March 2006 of 8 Op (2005 7 5p) per share 3,378 3,154
Interim dmdend for the year ended 31 March 2007 of 3 25p (2006 3 Op} per share 1,399 1,266
Total 4,777 4,420
Proposed final dmdend for the year ended 31 March 2007 of 8 Op (2006 8 Op) per share 3,383 3,378

The proposed final dmdend 1s subject to approval by shareholders at the Annual General Meeting and has not been included as a labiity in these
financial statemenis Dmwdends on the treasury shares held by the ShareSave scheme trust have been wanved, except for 0 O1p per share
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10 Goodwll and other intangibles

Group Group Company Company
2007 2006 2007 2006
£'000 £'000 £'000 £'000
Goodwill 4,458 4,458 2,367 2,367
Capitalised software development costs
Cost
At 1 Apnl 5,810 5,659 3,647 3,545
Addtions 946 151 861 102
At 31 March 6,756 5810 4,508 3,647
Accumulated amortisation
At 1 Apnl 3,899 3,257 3,119 2,727
Charge for the year 939 642 417 392
At 31 March 4,838 3,800 3,536 3119
Canying amount 1,918 1,911 872 528
Total 6,376 6,369 3,339 2,895
Goodwill 1s allocated by business segment as follows
Vehicle Solutions 1,691 1681 - -
Busmness Finance 2,367 2367 2,367 2,367
Credit Management 400 400 - .
Total 4,458 4,458 2,367 2,367

The Giroup tests goodwill annually for mpasment, or more frequently if there are indications that goodwill might be impared Imparment testing is
performed for each cash flow generating unit which has been determined as being at the same level as that used for the segmental basis of reporting

The recoverable amounts of the cash flow generating units are determined from value in use calculations

Cash flow projections used in caleulating value in use cover a five year penod The cash flows for the first three years are based on financial budgets
approved by semior management The cash flows for the last two years are extrapolated using a steady growth rate of 3% which does not exceed
the long-term average growth rate for the markets in which the businesses operate

The discount rate applied to cash flow projections, on a gross of tax basis 155 5% (2006 5%) The discount rate Is determined by reference to
internal and external measures including the Group’s weighted average cost of capital

Management have determined that any reasonably possible change in the key assumptions on which the valus in use calculations are based would
not cause the carryng amount of the cash flow generating unit to exceed its recoverable amount
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1" Investment in subsidiaries

2007 2006
£'000 £'000
Company
At 1 Apnl 13,078 8,078
Additions - 5000
At 31 March 13,078 13,078 |
1
The Company has the following whally owned subsidianes
Place of
incorporation
and operation Activity
Hitachi Capital Vehicle Solutions Limited UK Contract hire
Hitachi Capital insurance Eurcpe Limited UK & Ireland Insurance
Hitachi Capital Reinsurance Limited Ireland Reinsurance
Hitachi Capital Credit Management Limited UK Credd Management
Trowbndge Vehicle Rentals Limted UK Contract hre
Industral Equipment Finance Limited UK Dormant

All the above subsidianes are trading with the exception of Industnat Equipment Finance Limited and Trowbndge Viehicle Rentals Uimited All
subsidianes are directly held with the exception of Trowbndge Vehicle Rentals Limited which is held by Hitacht Caprial Vehicle Solutions Limited

In addition, the Group 1s required to consclidate Securtisation of Financial Assets Lmied, a special purpose entrty, the pnncipal actmity of which 1s to
act as a vehicle for the Group's secuntised operations
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12 Property, plant and equipment

Fixtures,
fittings, '
computers Operating
Freehold Motor and leasehold leased
property vehicles improvements assets Total
£'000 £'000 £'000 £'000 £'000

Group
Cost
At 1 Apnl 2005 298 609 8,800 353628 363,435
Additions 34 232 809 82,411 93,288
Disposals - {239) 27) (106,671) (106 937)
At 1 Apnl 2006 332 602 9482 330,368 348,784
Addtions 166 307 1,308 115 687 117,471
Drsposals - {257} (535) {83 038) (93,830
At 31 March 2007 501 652 10,256 362,017 373,425
Accumulated depreciation and impairment
At 1 Apnl 2005 22 184 7121 127,013 134,340
Charge for the year 2 149 1,154 58,722 60,027
Impairment loss - - - 1,262 1282
Eliminated on disposals 6 (08) {14) (65,583) (65 689)
At 1 Apnl 2006 30 235 8,261 121444 128,970
Charge for the year 7 175 672 63 206 64,060
Imparment gain - - - ©) )
Eliminated on disposals {11) (142) {493) (56,892 {57,538)
At 31 March 2007 2% 268 8,440 127,752 136,486
Carrying amount
At 31 March 2007 475 384 1815 234,265 236,939
At 31 March 2006 302 367 1221 217 924 219,814

The mparment charge recogrised dunng the previous year was calculated by reference to the value in use of operating leased assets within the
Vehicle Solutions dwvision The discount rate applied to the cash flows was 13 5%, which i1s the average rate implicit in the leases and 1s indicative of

the market rate of similar transactions

Al 31 March 2007, the Group had entered into contractual commitments for the acquisition of property, plant and equipment amountng to
£21,839,000 (2006 £32 900 000} which are predominantly in respect of assets 1o be Ieased to customers under cperating leases Managsment
have determined that funding will be available from existing facilites to cover these commitments
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12 Property, plant and equipment

Fixtures,
fittings,
computers Operating
Freehold Motor and leasehold leased
property vehicles improvements assets Total
£'000 £'000 £000 £'000 £'000

Company
Cost
At 1 Apnl 2005 180 102 4392 38912 43,656
Addritions - - 368 6352 6,720
Disposals - (51) 27 {7.437) {7 515)
At 1 Apnl 2006 150 51 4,733 37.827 42,761
Additions - - 929 9,095 10024
Disposals - (32) (426) {7 135) {7,593)
At 31 March 2007 150 19 5,236 39,787 45,192
Accumulated depreciation and impairment
At 1 Apzil 2005 12 32 3626 15,550 10 220
Charge for the year 1 19 406 5,457 5,883
Eiminated on disposals . - (19} (14) 5182 5.215)
At 1 Apnl 2006 13 32 4018 15,825 19,868
Charge for the year 3 9 415 5,843 6,270
Eliminated on disposals - (25) (414) (4 053) {4 492
At 31 March 2007 16 16 4,019 17,615 21,666
Carrying amount
At 31 March 2007 134 3 1,217 22172 23,526
At 31 March 2006 137 19 715 22,002 22,873

At 31 March 2007, the Gompany had no contractual commitments for the acquisition of property, plant and eguipment (2008 Nif}
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13 Loans and receivables

The present value of the Group's loans and recevables are analysed as follows

2007 2006
Amounts Amounts Amounts Amounis
due within due after due within due after
1 year 1 year Total 1 year 1 year Total
£'000 £'000 £'000 £'000 £:000 £'000

Group
@Gross loans and receivables
Finance leases 41,338 78,816 120,154 39,315 80546 119 861
Hire purchase agreements 110,959 192,105 303,064 111,004 196,211 307,305
Instalment finance agreements 205,014 146,939 351,953 211,502 174,195 385,697
Other loans and advances 43,352 40,498 83,850 48,958 48700 a7,858
Total gross loans and receivables 400,663 458,358 859,021 410,869 499 652 910 521
Deferred revenue
Finance leases (6,845) (9,647) (16,492) (5,303) (11 731) (17 034)
Hrre purchase agreements (12,726) (20,949) (33,675} {13,168) (22 689) (35,857)
Instalment finance agreements {23,224) (19,894) (43,118} {30,492) (30,153) (60 645)
Other ioans and advances {4,579) (2,746) {7,325) (4,590) (3.553) (8143)
Total deferred revenue (47,374) (53,236) (100,610) (53,553) (68 126) {121,679
Allowance for impairment losses
Finance leases (230) (397) 627} {325) (696} (1,021)
Hrre purchase agreements {881) (351) {1,232) {675} {1,156) (1,831)
Instalment finance agreements (3,304) {1,969} {5,273) {2,553) {2 102) {4,655)
Other loans and advances {463) (281) (744) {263) (260) (523)
Total allowance for impairment losses (4,878) (2,998} (7,876) (3.816) (4.214) (8,030)
Present value of loans and receivables
Finance leases 34,263 68,772 103,035 33,687 68 119 101,808
Hire purchase agreements 97,352 170,805 268,157 97,251 172,366 289 617
Instalment finance agreements 178,486 125,076 303,562 178,457 141,940 320,397
Other loans and advances 38,310 37,471 75,781 44105 44,887 88,992
Total present value of loans and recelvables 348,411 402,124 750,535 353,500 427,312 780,812

Loans and recervables are due within five years

Revenue is recognised over the Iife of the agreements using either the effective interest rate method or actuaral before tax method for finance ieases
and hire purchase agreements As such the portion of payments received but not yet recognised as revenus has been deferred on the balance
sheet such as the unearned future finance Income on finance leases These amounts wil be recegnised In the Income statement 1N accordance with
the Group’s revenue recognition pohcy

Unguaranteed residual values of assets leased under finance leases at the balance sheet date are £2 665,000 (2006 £2 800,000)
The Group's leasing amrangements cover motor vehicles and specialist business equipment As such the portfolo consists of high volume small
valus items, such as commercial vehicle fleets as well as financing for specific equipment The more matenal Indmvdual arrangements are written

within the Business Finance aviation sector, where financing of up to £2 500 000 may be prowded on a single customer transaction

The average term of finance leases is generally thiee years (2006 three years)

.
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13 Loans and recevables (cont’'d)

Collateral held In loans and advances at the balance sheet date are estimated at £392,133,000 (2006 £325 377 000} No amounis of collateral have
been re-pledged to support the Group’s habilties

The book value of loans and recewvables, stated net of deferred Income approximates to the far value

The present value of the Company’s loans and recetvables are

2007 2006
Amounts Amounts Amounts Amounts
due within due after due within due after

1 year 1 year Total 1 year 1 year Total

€000 £'000 £'000 £'000 £'000 £:000
Company
Gross loans and receivables
Finance leases 18,053 37,855 55,908 22,176 40,388 62,564
Hre purchase agreements 103,615 186,776 290,391 98,775 179,845 278,720
Instalment finance agreements 205,014 146,939 351,953 211,504 175,385 386,889
Other loans and advances 43,352 40,498 83,850 48,958 48,700 97,658
Amounts owed by subsidianes - 229,385 229,385 - 220,437 220 437
Totzl gross loans and recelvables 370,034 641,453 1,011,487 381413 664 855 1046 268
Deferred revenue
Finance leases {2,836) (5,992) {8,828) (2,952) (5 937) (8889
Hire purchase agreements {11,843) {20,513} (32,356) (11,417) {20,376) {31,793
Instalmenit finance agreements {23,224) {19,894} (43,118) {30 482) {30 153) (60,645)
Other loans and advances (4,579} (2,746} {7,325) (4,580) (3553) (8,143)
Total Deferred revenue {42,482) (49,145) (91,627) {49 451) {80 019) {108 470
Allowance for Impairment losses
Finance leases {11) (397) {408) (118) (216) (334)
Hire purchase agreements {215) (351) {566) (527) (961) {1,488)
Instalment finance agreements {3,304) {1,969) (5,273} (2,553} {2,102 {4,655)
Cther loans and advances {463} (281) {744} {263) (260) (523
Total allowance for impairment losses (3,993) (2,998) (6,991} (3.461) {35389} (7,000
Present value of loans and receivables
Finance leases 15,206 31,466 46,672 19,106 34235 53,341
Hire purchase agreements 91,557 165,912 257,469 86 831 158,608 245,439
Instalment finance agreements 178,486 125,076 303,562 178,459 143 130 321 589
Other loans and advances 38,310 ar.an 75,71 44,105 44 887 88 992
Amounts owed by subsidianes - 229,385 229,385 - 220,437 220,437
Total present value of loans and receivables 323,559 589,310 912,869 328,501 601,207 920,708

Unguaranteed residual values of assets leased under finance leases by the Company at the balance sheet date are £128,000 (2006 £2,800 000)

The Company's leasing amangements cover specialist business equipment The more matenal indmdual arrangements are wiitten within the
Business Finance awation sector, where financing of up to £2 500 000 may be provided on a single customer transaction

The average term of finance leases 1s genarally four years (2006 three years)

Collateral held in loans and advances at the balance sheet date are estimated at £392,133 000 {2006 £325,377 000) No amounts of collateral have
been re-pledged 1o support the Company's tabifities

The book value of lcans and recevables, stated net of deferred income, approximates to the far value
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13

Loans and recedvables {cont’d)

For finance leases hire purchase agreements and other loans and advances the allowance for mparment losses 15 determined on an indmdual
basis by reference to past default expenence and other recoverability information relating to the spectfic loan or other recenvable Recoverable
amounts are assessed with reference to the expected future cash flows on the loan arangements

For instalment finance agreements which compnse large numbers of small homogeneous assets with similar nsk charactenstics aliowance for
imparment 10sses 15 supplemented by statistical techmiques used to calculate Impaiment allowance on a portfolo basis Agreements which are
known to be impaired, such as when a counterparty Is declared bankrupt, are fully mpawed n the first mstance For alt other agreements, where an
indicator of potential mpairment exists such as payment default, the portfolio approach is adepted whersby histoncal wnte-off percentages are

apphed by product retaler and amears category

Movements n the allowance for imparment losses dunng the year were as follows

Group Group Company Company

2007 2008 2007 2006

£'000 £'000 £'000 £°000

Al 1 Apni 8,030 7,014 7.000 5694
Amounts written off (12,781) {7 824} (11,583) {b 735)
Recovenes 1,859 1,908 1,696 1,808
Charge to the income statement 10,768 6,032 9,888 4,833
At 31 March 7,876 8,030 6,991 7 000

The income statement impact of the imparment can be analysed as follows

Group Group Company Company

2007 2006 2007 2006

£'000 £'000 £'000 £'000

Finance leases 4,850 1,411 4,278 N
Hire purchase agreements (347) 6891 {655) 10
Instalment finance agreements 5,410 4847 5,410 4,847
Other loans and advances 855 (17) 855 {17)
Impairment charge - koans and recevables 10,768 6932 9,888 4,833
Trade debtors 439 (58) - -
Impairment charge - loans and recelvables 11,207 6,874 9,888 4,833

The interest rate In the majorty of loans and recervables 1s fixed at the contract date for all of the lease term These balances are therefore subject to
farr value rate nsk Approximatety £4,814,000 {2006 £15 000,000} of loans and receivables are wntten at floating interest rates, and are therefore

subject to cash flow interest rate nsk

The effectve interast rates of lcans and receivables are

2007 2006
Group Company Group Company
affective effective effective effecive
interest rate interestrate interest rate nierest rate
% % % %
Finance leases 1M10% 71.9% 7 4% 6 5%
Hrre purchase egreements 79% 7% 68% 65%
Instalment finance agreements 9.5% 9.5% 90% 9 0%
Other joans and advances 76% 76% 65% 6 5%
Amounts owned by subsidianes - 48% - 4 8%
Total loans and receivables (weighted average) 8.9% 71.5% 77% 6 9%
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14

Derivative financial instruments

Currency derivative financial instruments

The Group utilises cross-cumency swaps to hedge against the foreign exchange exposure that anses from issuing debt in currencees other tHan
Stering These are for the full amount and term of the currency funding rarsed unless currency proceeds are required to fund currency
denommated assets

The total notional amount of cross-currency swaps (being the Sterling equivalent at contracted rates) that the Group had committed was
£431 661 000 (2006 £419,087,000) At 31 March 2007 and 31 March 2006 the Group had no forward rate agreements in place

The farr value of the Group's cross-currency swaps based on market values of equivalent financial instruments at the balance sheet date compnse

2007 2006
£'000 £'000
Assets
Current - 478
Liabilities
Current (16,331) (11,026)
Non-current {37,014) (11,041)
Total {53,345) {21 589)

The far value of cross-cumency swaps that are designated and effective as cash flow hedges amount to £(16 375,000) (2006 £{5.030,000)), the
movernent of which has been deferred iIn equity The hedged cash flows are expected to occur in the years up to 2010 The farr value of currency
denvative financial Instruments that are designated and effective as farr value hedges amount to £(29,604,000) {2006 (15 566 00Q), the movement
of which has been recognised in the Income statement This has been offset by & corresponding adjustment 1o the underlying hedged item The fair
value of the remaining cross-curmency Interast rate swaps, which are not formerty designated in any hedging relationships, was £(7,366 000)

{2006 £963 000)

Interest rate derivative financial instruments

The Group uses mnterast rale swaps 1o manage iis exposure to interest rate movemnents on its borrowings  The total nohional amount of interest rate
denvative financial nstruments that the Group had committed was £665,8600,000 (2006 £659 700,000 which have fixed interest payments at an
average effective Interest rate of 5 0% (2006 4 8%) for pencds up until 2010 and have floating interest recempts at LIBOR

The farr value of the Group's interest rate swaps, based on market valuss of equivalent financial Instruments at the balance sheet date, compnse

2007 2006
£000 £000
Assets
Current 2,895 380
Non-curreni 1,166 197
Liabilities
Current (33) B77)
Non-current - 461)
Total 4,028 (491}
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14

15

Derivative financial mstruments {cont’d) .

The far value of intersst rate swaps that are designated and effective as cash flow hedges amount to £1,612,000 (2006 £(497,000)) the movement
of which has been deferred In equity The hedged cash flows are expected to oceur In the years up to 2010 As at 31 March 2007 and 31 March
2006 there were no Interest rate swaps designated in far value hedging relationships The remairing far value of interest rate swaps which are not
formerty designated In any hedging relationships was £2,416 000 (2006 £6,000)

Farr value gains on derivative financial instruments
The farr valus gains/{losses) on dervative financial instruments credited/{charged) in the income statement for the year are made up as folows

2007 2006

£'000 £'000
Ineffectve portion of cash flow hedges (541) 243
Fair value hedges 382 118
Undesignated cross currency and inferest rate swaps 1,896 {61)
Total 1,737 301

Deferved tax

Deferred taxes are calculated on all temporary differences under the liability method There are no temporary differences in respect of which deferred
tax has not been recogrised

The deferred tax assets and labilities have been offset for reporting purposes on the basis that defermed tax predominantly anses in respect of dems
taxable within the same junsdiction (UK} and 1t 1s expected that a nght of set-off will exist when the tems reverse

The following are the major deferred tax assets/{iabilties) recognised and movements thereon

Accelerated Retirement Derivative

tax benefit financial
depreciation obligations  Instruments Other Tota!
£'000 £000 £'000 £'000 £'000
Group
At 1 Apnl 2005 6,493) 2.027 1499 493 (2 474)
Charge to income statement 1,172 {518) - (102) 552
Charge to equity - 1,011 (797) - 214
At 1 Apnl 2006 (5.321) 2520 702 391 (1,708)
Charge to ncome statement (727) {375) g (178) (1.271)
Charge to equity - a7y ©62) - (1,433)
At 31 March 2007 {6,048) 1,674 {251) 213 (4,412
Accelerated  Retirement Derivative
tax benefit financial
depreciation  obligations  instruments Other Total
£1000 £'000 £'000 £'000 £'000
Company ’
At 1 Apnl 2005 (1 888) 2027 1,499 265 1,803
Charge to income statement 1,445 {518} - (231) 606
Charge to equity - 011 (797} - 214
At 1 Apnl 2006 {443) 2520 702 34 2813
Charge to ncome statement 12 (375) - - (363)
Charge to equity - {ar1) (953} - (1424
At 31 March 2007 (431) 1,674 (251) 34 1,026
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16. Trade and other receivables

Group Group Company Company
2007 2006 2007 2006
Notes £'000 £'000 £°000 £°000
{Restated)
Trade debtors 10,046 9,235 - 79
Prepayment 2,906 2,348 1,092 1,093
Other debtors 7,157 10324 456 5,808
Reinsurers’ share of provision for uneamed premiums 20 1,176 1,886 - -
Reinsurers' share of provision for Insurance claim labities 20 181 53 - -
Deferred insurance commissions 22835 26,354 -
Total 44,301 50,200 1,548 6,081
The directors consider that the carrying value of trade and other recenvables approximates ther far value
The movement in deferred insurance ¢ommissions can be analysed as folows
Group Group
2007 2006
£'000 £'000
At 1 Apnl 26,354 13,430
Charga to Income siatement for the year
Acquisition cost deferred dunng the year 10,735 23,678
Amortisation charged dunng the year (14,254) (10 754)
(3,519) 12 924
At 31 March 22,835 26,354

17 Cash and bank overdrafts

Cash and bank overdrafts held by the Group all have an onginal matunty of three months or less The cairying amount approximates thesr farr value
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18. Interest-bearing loans and borrowings

2007 2008
£'000 £000
Bank loans 36,757 44 562
Commerctat paper 263,753 246,260
Funding from secuntised recevables 170,000 171,445
Medium term notes 379,469 425,045
Total 849,979 837,312
The Group has a central treasury function responsible for all external funding activities Accordingly, the Group and Company disclosures for
Interest-beanng loans and borrowings are the same
The borrowings are repayable as foliows
2007 2006
£'000 £'000
Current liabilities
©n demand or within one year 555,099 504,722
Non-current liabilities
More than one year but less than two years §7,739 88,480
More than two year but less than five years 237,141 204,110
Amcount due for settlement after one year 294 880 202,590
Total 849,979 887,312
An analysis of borrowings by currency Is as follows
All other
Sterling Euros Yen curmrencies Total
£'000 £000 £'000 £'000 £'000
31 March 2007
Bark lcans 33,001 766 - 2,990 36,757
Commercial paper 93,878 146,255 - 23,620 263,753
Funding from securtised receivables 170,000 - - - 170,000
Medium term notes - - 376,729 2,740 379,459
Total 296,879 147,021 376,729 29,350 849,979
31 March 2006
Bank loans 42,607 379 - 1,576 44 562
Commercial paper B2 176 139,867 - 24 117 246,260
Funding from secuntised recevables 171 445 - - - 171,445
Medium tenm notes 26,000 - 375,279 23 766 425,045
Total 322,228 140,346 375,279 49,459 887,312

Loans and bormowings of £366,760,000 (20068 £365,660 000) were aranged at fixed interest rates and exposs the Group to far value interest rate
nsk All other borrowings are arranged at floating rates thus exposing the Group to cash flow interest rate nsk Due to the short duration of the
Group’s funding programimes  the directors estimate that there 1s no materniat difference between the book value and fair value of the debt portfolio

Annual mport and financial statements 2007
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18, Interest-bearing loans and borrowings (cont'd}

The wesghted average effective interest rates pad were as folows

2007 2006

Group Group

effective gffective

interest rate interest rate

% %

Bank loans 507% 4 83%
Commercial paper 496% 468%
Funding from secuntised recesvables 4 96% 470%
Medium term noles 513% 4 88%
Total interest-bearing loans and borrowings (weighted average} 504% 479%

Bank overdraits are repayable on demand and are secured by the nght of set off against other cash balances held by cestain Hitachi Ltd group
companies with the same bank The average effective rate on overdraft balances for the year was 5 8% (2006 5 6%) and s based on UK base rates
plus an agreed margin

Other uncommitted borrowang facilities are avalable to the Group from banks and other sources Certain of these facilities are secured by the rght of
set off aganst cash balances held by certain Group companies held at the same bank

The Group raises funding under 1ts Euro note programme mainly for terms of one to five years, bomowings from this source are unsecured although
they benefit from a guarantee from Hitachi Captal Corporation

Borowings under the Group's two commercial paper programmes are typically raised for penods of between one and three months Bomowings
under these programmes are also guaranteed by Hitachi Capital Corporation

Proceeds from the secuntisation of certain recevables are typically at a floating rate of nterest for a penod of between one and three months

19 Other financial llabilities

Group Group Company Compary
2007 2008 2007 2006
£'000 £'000 £'000 £'000
Notes {Restated)
Trade and other payables current
Trade creditors and accruals 14,386 15,800 8,056 12,475
Other creditors 9,262 10,675 1,945 5936
Deferred income 10,716 12,607 - -
Prowsion for unearned insurance premiums 20 14,297 17,646 - -
Pravision for insurance claim kabilties 20 37 340 - -
Total 49,018 57,068 10,001 18 411
Other liabilities non-current
Deferred income 8,072 6,789 - -
Provision for unearned insurance premiums 20 15,357 19,359 . -
Total 23,429 26148 - -

Trade creditors and accruals pnncipally compnse amounts outstanding for frade purchases and ongoing costs The average credit penad taken for
trade purchases 1s 20 days {2006 23 days)

The drectors consxler that the camying amount of trade payables approxmates to ther far value

Hitachi Capital (UK} PLC
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20. Insurance

The Group's Insurance actvities ane undertaken by its subsidianes Hitachi Capital Insurance Europe Limited and Hitachy Capital Reinsurance Limited
such that no Company disclosures are required

The Group 1s exposed to a number of Insurance nsks, being the nsk of fluctuations in the tming, frequency and seventy of nsured events relative to
the expectations of the Group at the time of underwnting

The focus 1s on high volume and relatnely standardised general insurance products, baing payment protection and guaranteed assat protection
insurance whereby the insured nsk i1 the inability of customers 1o make payments under a loan contract The most significant factors resufiing n
claims under these palicies tends 1o be the heatth of the policyholder and the pessibilty of unemployment which depends upon, among other things
long-term and short-term economsx factors

The Group manages underwritng and pncing nsk through underwrting guidelines pncing policies by product line, and centralised control of policy
wordings and subsegquent changes Reserving nsk, being the nsk that reserves are assessed incomectly such that insufficient funds have been
retained to pay clams as they fall due, are managed through the uss of clams development data and histoncal patterns of reserving for nsk Clams
management nsk, being the nsk that clams are pad inappropnately, 1s managed through the use of an external clams handing agency Reinsurance
protects against the effect of major catastrophic events or adverse trends in clams

There are no specific terms and condrhions of Insurance contracts that have a matenal effect on the amount, timing and uncertainty of the Group’s
future cash flows and the Group 1s not subject to any matenal levels of concentration nsk Group interest rate and credrt nsk are discussed in note 31
The Group has no interast rate exposure from general Insurance llabiities because provisions for claims under insurance contracts are not discounted

Premium income and uneamed insurance premium
Net insurance premiums revenue recogmised dunng the year has been determined as follows

2007 2006

£'000 £000

Gross wntten premiums 13,922 34,320

Reinsurance premmms (98} {3,041)
Net witten premmums 13,824 31,279

Change n the gross provision for unearned insurance premiums 7,351 (15628)
Change in the reinsurers’ share of prowision for unearmed nsurance premiums 710) 1331

Change in provision for unearned insurance premums 6,641 (14,287)
Net insurance premlums eamed 20,465 16,882

Movements in the prowision for unearmed insurance premiurms dunng the year were as follows
2007 2006

Gross Reinsurance Net Gross Reinsurance Net

£'000 £°000 £'000 £'000 £°000 £000

At 1 Apni 37,005 (1,886) 35,119 21,377 (555) 20822
Premiums wntien 13,922 (98) 13,824 34,320 (3.041) 31,278

Premiums earned (21,273) 808 (20,465) {18,692) 1,710 {16982)
At 31 March 29,654 (1,176) 23,478 37,005 {1,886) 351189
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20 Insurance (cont'd)

Claims expense and provision for insurance claims liabilities
Net insurance claims incurred dunng the year has been determined as follows

2007 2006

£:000 £'000

Clams incurred and loss adjusiment expenses 3,745 3229
Rensurance recoveries In respect of clams incurred (407) (133)
Net insurance claims Incurred 3,338 3,006

Movernents n the prowvision for insurance clams lizbiiies dunng the year were as follows
2007 2006

Gross Reinsurance Net Gross Rersurance Net

£'000 £°000 £'000 £'000 £'000 £'000

At 1 Apnt 340 {53) 287 942 {3 939
Losses and expenses Incurred 3,745 (407) 3,338 3,229 (133} 3,006
Total payments made in the year (3,758) 279 (3,479) (3,831} 83 (3.748)
At 31 March 327 (181) 146 340 53) 287

Provisions for clams reported are estimated using the latest avalable nformation which compnses up to date reports from loss adjusters or frenting
tnsurers On that basis there are no significant assumptions impacting on the level of clams other than the assumption that the mformation used Is
complete and accurate Due to the amount of time over which claims can develop, there may be significant uncertainty over the level of these
reserves Provisions for liabiities may therefore vary as a result of subsequent developrments

The estimation of the claims incurred but not reported {BNRY) reserve 1s generally subject to a greater degree of uncertainty than the estmation of the
cost of setting claims already notified to the Company, where information about the claim event 1s avallable IBNR claims may not becorne apparent to
the nsured until many years after the event which gave nise to the clams has occurred  Actual claims in recent years have been matenally the same as

that estimated with the exception of kosses sufferad on the electncal warranties policies Electrical warranty business was discontinued in 2003/04

The Company has adopted a policy of settmg the level of provisions required by using claims tnangulations and a qualified actuary

Hitachi Capital (UK} PLC
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Retrrement benefit pension schemes

Defined contribution pension scheme
The Group operates a defined contnbution retirement benefit scheme for all qualifying employees The assets of the scheme are held separately from
those of the Group in an independently admsnistered fund

The total cost charged to the Income statement of £468 000 (2006 £503 000) represents coninbutions payable to the scheme at rates specriied in
the rules of the plan There wera no unpaid contributions at ertther 31 March 2007 or 31 March 2006

Defined benefit pension scheme

The Group operales a funded pension scheme prowiding benefits based on final pensionable eamings The scheme 15 set up under trust and the
assets are therefore held separately from the Group and invested by a specialist manager Under the scherne the employees are entitled to
retirement benefits of up to 66% of final pensionable earnings based on their number of years service, on attanment of reaching a normal retirement
age of 65 No other post-retirement benefits are provided

The most recent actuanal valuation of plan assets and the present value of dsfined benefit obligation were carned out at 31 March 2004 by Lane
Clark & Peacock, LLP, an independent qualfied actuary The present value of the defined bensfit obligation, the related current service cost and past
servica cost ware measured using the projected unit credit method

Key assumptions used In the valuation of the scheme assets and net llabities are as follows

2007 2006

% %

Retall pnce inflaton 30% 30%
Discount rate {per annum) 5.2% 4 9%
Expecied retum on scheme assets 73% 68%
General salary increases 5.0% 50%
Pension increases In payment 3.0% 3 0%

The expected return on assets assumptions are based on the asset allocation approved by the trustees and calkulated net of investment
management expenses The expected return assumplions for sach class are both subjectve and cntical to the overall expected retum assumptions
For government bonds the expected return has been based on long term wields at 31 March 2007, with an appropnate nsk adjustment for corporate
bonds Equity return assumptions are based on applying an equity margin of 3 25% to long term yields

Amounts recognised in the Incomne statement including administrative expenses, In respect of the scheme are as follows

2007 2006
£'000 £'000
Current serice cost 1,275 1,030
Interest cost 1,287 1,108
Expected return on scheme assets (1,433) ©62)
Charge for the year 1,129 1176

In addition, an actuanal gain of £1,789 000 (2008 loss of £3,370,000) has been recognised in the statement of recognised income and expense,
being the net decrease/(increase) in the defined benefit pension scheme deficit dunng the year

The actual return on scherne assets was £1,230,000 (2006 £3,802,000)
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21 Retirement benefit pension schemes (cont’d)

The amount recogrised in the balance shest ansing from the Group's obligations in respect the scheme 1s as follows

£'000 £000
Present value of defined benefit obligations 24,026 27,511
Fair value of scheme assets {21,041) (22 521)
Liability recognised in the balance sheet 2,985 4,990

Movements in the farr value of scheme assets and net present value of defined benefit obligations were as follows

Fair value of scheme assets

Net present value of defined
benefits obligations

2007 2006 2007 2006
£'000 £'000 £'000 £'000
At 1 Apnl 22521 12,644 7,51 19,401
Current senice cost - - 1,275 1,030
Expected retumn/interest cost 1,433 962 1,287 1108
Contnbutions from scheme members 174 183 174 183
Contnbutions by the employer 1,345 6314 - -
Actuanal gains /losses {459) 2840 (2,248} 6,211
Benefits paid (3,973) 422) (3,973} (422)
At 31 March 21,041 22,521 24,026 27 511
The analysis of the scheme assets and the expected rate of return at the balance sheet date are as follows
Expected return Fair value of assets
2007 2006 2007 2006
% % £'000 £'000
Equity instruments 7.8% 7 2% 16,204 15,890
Bonds 46% 4 8% 4830 6,560
Cash - 4 5% 7 71
Totat 21,041 22521
The five-year history of experence adiustments i1s as follows
2007 2006 2005 2004 2003
£'000 £'000 £'000 £000 £'000
Present value of defined benefit cbligations 24,026 27,51 19,401 13,807 n/a
Fair value of scheme assets (21,041) {22,521} {12,644) (10 235) n/a
Defined benefnt pension scheme deficit 2,985 4,990 6,757 3,572 n/a
Experience adjustments on scheme labilities
Amount (£'000) {1,409) 1,147 {580) n/a n/a
Percentage of scherne liabilittes (%) &Y% 4% 3% n/a n/a
Experience adjustments on scheme liabilities
Amount (£°000) 459 (2 840) 517) n/a n/a
Percentage of scheme assetls (%) 2% {13)% {4)% n/a n/a

The estmated amount of contributions expected to be paid to the scheme dunng the year ending 31 March 200815 £1 167,000

Hitachi Capital {(UK] PLC
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22, Shara capital

The Company has one class of ordinary shares, which camy no nght to fixed income

£°000 £'000
Authorised
80,000 000 ordinary shares of 25p each (2006 80 000 000) 20,000 20,000
Issued and tuily paid:
42,674,511 ordinary shares of 25p each (2006 42,452 215) 10,669 10,613
23 Share premium account
2007 2006
£'000 £°000
At 1 Apnl 15,235 15235
Issue of shares under employee share ownership plans 324 -
At 31 March 15,559 15,235
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Reserves
Cash flow
Treasury Retalned hedge Other
shares eamings reserve reserves Total
Notes £'000 £'000 £000 £'000 £'000
Group
At 1 Apni 2005 {895) 31835 (1 871) 155 20024
Net profit for the year - 10 640 - - 10840
Dradends pad e - {4,420) - - {4,420
Share option charge for the year - - - 41 41
Sale of treasury shares In respect of ShareSave scheme 202 - - 202
Actuanal koss on defined benefit pension scheme 21 - 3,370) - - (8.370)
Increase in far value of hedging dernvatives - - 8,320 - 8320
Transfer to Income . - (5.683) - {5 663)
Tax on tems taken direct to equity 7 101 (787 - 224
At 31 March 2006 693} 35,496 (1} 196 34 998
Net profit for the year - 10 508 - - 10 508
Dmdends paid ¢] a7rn - - 4,777)
Share options charge for the year - - 157 157
Transfer to retained earnings on exercise of options - 185 - (189) -
Purchase of treasury shares in respect of ShareSave scheme 348} - - - (346)
Actuanal gain on defined benefit pension scheme 21 - i 789 - - 1,789
Increase in far value of hedging denvatives - - 19,452 - 19,452
Transfer 10 Incoms - - {16 277) - (16,277)
Tax on tems taken direct to equity 7 - 471 {962} - (1433)
At 31 March 2007 (1,039) 42,730 2,212 168 44,071

The treasury shares reserve represents the cost of own shares In Hitachi Capital (UK) PLC purchased in the market and held by the Hitachi Capital
{UK) PLC Employee Bensfit Trust to satisfy options under the Group’s share options schemes as set out In note 28

The cash flow hedge reserve represents the net gains on effective cash flow hedging denvative financial nstruments that will be recycled o the
income statement whe_n the undertying hedged transaction affects profit or loss

Mitachi Capital (UK} PLC
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Reserves (cont’d)
Cash flow
Treasury Retamed hedge Other
shares eammygs reserve reserves Total
Notes £'000 £'000 £000 £°000 £'000
Company
At 1 Apnl 2005 {895) 14 264 (1.871) 155 11,653
Net profit for the year - 6,303 - - 6,393
Dmvdends paid [¢] - {4 420) - (4 420)
Share ophon charge for the year - - 4 41
Sale of treasury shares in respect of ShareSave scheme 202 - - 202
Actuanal loss on defined bensfit pension scheme 21 - {3370) - - {3 370)
increase n farr value of hedging dervatves - - 8,320 - 8,320
Transfer {0 income - - {5 663) - 5,663)
Tax on items taken direct to equity 7 - 1,011 787 - 224
At 31 March 2006 693) 13878 {1 196 13,380
Net profit for the year - 4,739 - - 4,739
DOmdends pad ] - (4.777) - - [4.777)
Share options charge for the year - - - 157 157
Transfer to retaned earmngs on exercise of optons - 185 - {185) -
Purchase of treasury shares in respect of ShareSave scheme (346) - - - {348}
Actuanal gain on defined bensfit pension scheme 21 - 1789 - - 17889
Increase in far value of hedging denvatives - - 19,452 - 19,452
Transfer to income - - (16,277) - (16 277)
Tax on items taken direct to equity 7 - {471) 962) - {1,433)
At 31 March 2007 {1,039) 15,343 2212 168 16,684
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25 Notes to the cash flow statement

Reconcihation of profit before tax to net cash flow from operating activiies

Group Group Company Comparty

2007 2006 2007 2006

£000 £'000 £'000 £'000

(Restated) (Restated)

Profit before tax 13,364 15,030 4,745 8,588

Depreciation and impaiment charge

Caprtalised software development costs 939 642 417 362
Operating leased assets 63,200 80,014 5,843 5,457
Other property plant and equipment 854 1,305 427 426

Cash contnbutions to defined benefit pensions scheme (1,345} 6,313} (1,561) 6313
Defined benefit pension scheme charge to Income statement 1,129 1,176 1,345 1,176
Share option charge dunng the year 157 4 157 a1

Fayr value gain on denvative financial nstruments {1,737} (301) (1,737) (301}

{Gain)loss on disposal of operating leases and other property, plant and equipmaent (3,407} (2.125) 58 {415)

Decreasef{increase} in recevables 36,176 (f0412) 22,362 (65,095)
Increase /{Decrease) in payables (10,769) 9,434 (8,410} 420

Net cash generated from/{used in) operating activities 98,561 8491 23,647 (56,524)

Interest pard of £46,291,000 (2006 £44,912 000) has been included i net cash generated from /used in) operating actmties

26. Contingent llabilties

Dunng the ordinary course of business the Group s subject to potenttal or actual legal proceedings All matenal cases are regulary assessed, with
the assistance of external professional advisors where appropnate, to determine the likethood of the Group incurnng a lliability

Management do not expect the ultimate resolution of any lagal procesdings to which the Group s party to have a significant adverse effect on the

financial position of the Group Contingent labiliies associted with these claims have not been disclosed either because they cannot reasonably be

estimated or because such disclosure could be prejudicial to the conduct of the claims

Under Section 75 of the Consumer Credit Act 1974, the Group 1s jointly and severally llable to customers who have claims against retailers for
misrepresentation or breach of contract, in respect of certam types of agreements regulated by that Act This nisk I1s minwmised by the Group through
regular due diigence reviews of the retallers through which consumer finance products are sold and termination of business where there 1s higher
potental nsk of default recognised Deposits recerved which are subject to the Section 75 protection are estimated not to exceed £2 4milfion

There were no other contingent habilties as at 31 March 2007

As at 31 March 2006 the Group was engaged in an ongoing dispute with HMRG 1n retation to tax deductions claimed in respect of a transaction
entered Into 1IN 1997 Dunng the year the Group received confirmation from HRMC that they wil no longer be pursuing this 1ssue

Hitachi Capital (UK) PLC
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27 Operating lease arrangements

Lessee activities
The followsng disclosures relate to the actmvties of the Group and the Company whers they act as lessee
Group Group Company Company
2007 2006 2007 2006
£'000 £'000 £000 £'000
Minmum lease payments under operating leases
recognised in incorme statement during the year
Plant and equipment 176 64 26 30
Land and buildings 972 672 730 381
Total 1,148 736 756 a1

At the balance sheet date the Group had outstanding commitments for future minimum lease payments under non-cancellable operaing leases

which fall due as follows

Group Group Company Comparty

2007 2006 2007 2006

£'000 £'000 £'000 £'000

Within one year 1,125 987 850 596
More than one year but ess than five years 5,509 3670 4,529 2,075
Over five years 6,686 5577 6,616 4092
Total 13,320 10,243 11,995 8,763

Cperating lease payments represent rentals payable by the Group for certain of ts office properties and related office equipment Leases are

negotiated for an average term of 15 years

Lessor activities

The following disclosures relate 1o the activities of the Group and the Company where they act as lessor

Operating lease rental income on equipment forms a significant part of the Group's business and dunng the year amounted 1o £99,763,000

(2006 £99 406 000)

Operating lease contracts are enterad into for an average term of three years (2006 three years)

At the balance sheet date the Group had contracted with lessees for the following future minmum lease payments

Group Group Company Company

2007 2006 2007 2006

£'000 £'000 £°000 £'000

Within one year 74897 71,681 3,616 4,933
More than one year but less than five years 50,400 69,939 4,345 5 853
Over five years 27,326 - 3 -
Total 152,623 141620 7,964 10786
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28, Share based payments

ShareSave scheme

The Company has a ShareSave scheme open to all employees of the Group Oplions are exercisable at a pnce represeniing a 20% discount to the
average quoted market prce of the Company’s shares for the five days pror to the date of grant The vesting penod 1s three years Any oplions not
exercised expire three and a half years after the grant date Options are forferted if the employes leaves the Group before the ophons vest

Detalls of the share options outstanding under the ShareSave scheme dunng the year are as follows

2007 2008
Average Average

exercise price  Outstanding  exsrcisa prce Outstanding

(per share} options {per share) options

£ Number £ Number

At 1 Apnl 166 354,085 127 306 680
Granted 163 203,441 198 178,851
Exercised 1.23 {111,612) 115 (173,442)
Lapsed 1.85 (104,183) 153 {48,013)
At 31 March 172 341,731 166 354 085

The weighted average share pnce at the date of exercise for share options exercised dunng the penod was £2 24 (2006 £2 24) The oplions
outstanding at 31 March 2007 had a weighted average pnce of £1 72 {2006 £1 86) and a weighted average remaining contractual Iife of two years
{2006 two years) Dunng the year ended 31 March 2007 options were granted on 12 June 2006 The aggregate of the estimated fair value of the
options granted on that date was £105,000 During the year ended 31 March 2008 options were granted on 13 June 2005 The aggregate of the
estimated far value of the options granted on that date was £123,000 No options were exercisable at ether 31 March 2007 or 31 March 2006

The Group recognised total expenses of £52 000 (2006 £52,000} in relation {o the ShareSave scheme dunng the year

Executive share option plan

The Company has an executve share option scheme apen to executive directors and certain other senior employees of the Group Cplions are
granted up to a maxmum value of twice the indmdual’s base salary and shares may be purchased at a pnee representing the average quoted
market price of the Company’s shares on the day pnor to the date of grant The extent of vesting depends on EPS growth for the Group over a three
year penod Vesting 1s proporiionate on a straight-lne basts to compound diluted EPS growth of 3%-8% over RPI Unexercised options expire 10
years after the grant date Options are forfeited If an employee leaves the Group before the options vest

Hrtachi Capstal {UK} PLC
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28, Share based payments {cont'd)

Details of the share options outstanding under the exacutive share option plan dunng the year are as follows

2007 2006
Average Average

exerclse price Outstanding exercise pnce  Outstanding
{per share) options {(per share) options
£ Number £ Number
At 1 Apnl 208 923,193 187 667,700
Granted 208 398,035 249 302 205
Exercised 171 (118,543) 185 (46,811)
Lapsed imn (222,296) - -
At 31 March 2.2t 980,389 208 023,193

The weighted average share pnce at the date of exercise for share options exercised dunng the period was £2 41 (2006 £2 13} The options
outstanding at 31 March 2007 had a weighted average pnce of £2 21 (2006 £2 08) and a weighted average remairing contractual Ife of eght years
(2006 eght years} Of these, 56,306 options were exercisable at 31 March 2007 Dunng the yeer ended 31 March 2007 options were granted on

1 June 2006 The aggregate of the estimated far value of the options granted on that date was £250,000 Dunng the year ended 31 March 2006
options were granted on 1 June 2005 The aggregate of the estimated farr value of the options granted on that date was £242,000 No options werg
exercisable at 31 March 2006

The Group recognised {otal expenses of £105,000 (2006 £11,000) in relation to the executve share option scheme dunng the year

Fair value pricing assumptions
The fair values of the options granted under both schemes wene determined using a binomial valuation model The significant inputs nto the model
and resutting fair value of one option are set out below

2007 2006
Executive Executve
ShareSave share option ShareSave  share option
Scheme plan Scheme plan
Grant date 12 06 2006 0106 2006 14 06 2005 01 06 2005
Exercise pnce (pence) 163p 208p 198p 249p
Vesting date 0108 2009 0106 2009 01 08 2008 0106 2008
Pnce on grant date {pence} 208p 210p 254p 250p
Volatility (%} 27% 41% 26% 42%
DOmdend yield (%) 530% 520% 4 13% 421%
Expected Ife fyears) 3 years 5 years 3 years 5 years
Risk-free rate (%) 47% 4 7% 4 3% 42%
Far value per option {penice) 52p 63p 69p 80p
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29 Events after the balance sheet date

On 18 Apnl 2007 the Board recommended that shareholders accept a proposal from Hitach Capitat Corporation the majonty shareholder of the
Company, to enter into a scheme of arangement to acquire the remaining shares in the Gompany from mnonty shareholders Detals of the
proposed scheme or arangement are set out in the announcement published on the Group's web site and sent to shareholders on 18 Apnl 2007

30 Related party transactions

Transactions
Transactions between the Company and its subsidiaries which are related partes have been eliminated on consolidation and are not disciosed in
this note

Dunng the year Group companies entered into the foflowing transactions with retated Hitachi companies who are not members of the Group

o Adrmumustration fee of £45,000 (2006 £50,000) recenved In respect of the prowsion of treasury relaied senices 1o Hitachi Capital Amenca Com
There were no amounts due from Hrtach Capital Amenca Corp at year end

* Insurance premiums ceded to Hitachi Capttal Insurance Japan of £54,000 (2006 £192 000) Rensurance recovenss recenved under these
pokicies totalled £28,000 (2006 £12,000) Amounts due to Hitachi Capital Insurance Japan at year end were ENA (2006 £3,242 000)

+ Vehicle operating lease Income recesved from various Hitachi companies of £409 000 (20068 £430,000) Amounts due from related partes in
respect of operating leases at year end were £18 000 (2006 £24,000)

» Guarantee fee and other charges of £350,000 (2006 £218 000} paid to Hitachi Capital Corporation (parent company) There were no amounts
payable to Hitactn Capital Corporation at year end

Remuneration of key management personnel
The remuneration of the directors, who are the key management personnel of the Group, 1s set out below

2007 2006

£000 £'000

Short-term employee benefils 1,064 931
Post-employment benefits 88 94
Share-based payments 53 108
Total 1,205 1133

Furiher nformation about the remuneration of indmdual drectors 15 provided in the audited part of the Directors’ Remuneration Report on pagesi4d to 18

Directors’ transactions
There are no transactions with directors to be reported

Hitachi Capital (UK) PLC
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Financial risk management objectives and policies

The Group has a central treasury function which provides finance for the Group's operations and manages treasury nsk in accordance with policies
approved by the Board

The Group’s pnncipal financial instruments compnse medium term notes, commercial paper a secuntisation programme, vanous uncommitted bank
faciities and denvative financial instruments

2
The Group accesses a vaniety of markets to raise finance and 1ssues both fixed and floating rate debt in a number of currencies Any non-Sterling
borrowings are swapped upon tssuanca to Sterling, predominantty to a ficating interest rate linked to LIBOR A small portion of the Group's
bormowings are subjected to a fixed Sterting rate of interest at the ime of 1ssue Borrowings swapped to a Stering fleating rate are subject to the
Group's policy on interest rate nsk and may be swapped 10 a fixed rate of interest for a selected term Certain Group borrowings attract a credst spread
and a guarantee fee 1s payable to Hitach Caprtal Corporation in respect of the medium term note programme and commercial paper programmes

In addition, the Group has vanous other financial instruments, hire purchase, instalment finance and finance lease agreements, and trade debtors
and creditors that anse directly from its operations

The Group's pnmary denvative financial Instrument transactions include nterest rate swaps Cross-curency interest rate swaps and on occasion forward
rate agreements and Interest rate caps The purpose of these denvative financial Instruments 1s 1o manage the Group's exposure to adverse Interest
rate movements on the Group’s vanable rate borrowings and to elirminate foreign cumency nsk ansing from the Group’s non-Sterling borrowings

Funding sources
The Group has a number of funding options and regulardy reviews alternateve sources of financing In selecting the most appropnate source of
funding at any point In time, factors such as market conditions, interest rate levels, iiquity and the profile of the assets being funded are considered

The Group's core funding programmes and facilties are as follows

Amount Amount
drawn Capacity drawn Capacity
2007 2007 2006 2006
£°000 % £'000 %
US$1,400 mflion multi-currency Euro note programme 431,661 681% 445 55%
US$400 milion Eurcpean commercial paper programme 120,790 60% 150 65%
Euro250 million Belgian domestic commercial paper programme 142,964 84% 92 53%

Ali the above programmes are supporied by a guarantee from Hitachi Capital Corporation and consequently, are rated A- by Standard and Poors
Rating Agency

In addition the Group has a committed £300 milicn secuntisation programme which has a rating of Pnime-1 and A-1 {long term} and A2 (short 1erm)
assigned to it by Moody's Investor Services and Standard and Poors Rating Agency respectively At 31 March 2007, drawings under this programme
were £170 millon {2006 £171 milion}

The Group also has uncommitted faciltes from a number of relationship banks, totaling £39 million (2006 £42 mstien) This includes unsecured
bank loans and overdraft faciliies all of which are pnced at a floating rate of interest Drawings under these facilities are generally for penods of one
day to three months and are charged at a margin over LIBOR or base rate at the time of drawing At 31 March 2007 and 31 March 2006 there were
no matenal borrowings from this source An uncommitted facility for £100 million (2006 £60 mullion) 1s prowided by Hitachi Finance (UK) PLC At 31
March 2007 drawings under this facility were £37 milion (2006 £42 million}
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Financial risk management objectives and policies {cont'd)

Risk management
The Group 15 exposed to four key types of nsk ansing from its financial instruments The Board 15 responsible for agreeing and reviewing an
appropnate policy to manage and mitigate each of these nsks These are set out below

Liquidsty risk

The Group’s obiectve 1S to mantan a balance between continuity of funding and flexibikty through the use of borrowings with a range of matunties
The term of each borrowng 1s determined by considenng the market conditions of each of the Group's debt instruments funding cost and
correlation with the Group's receivables Uncommitted and overdraft facilities prowide short term financing if required At 31 March 2007 67%
(2006 48%; of the Group's total borrowings will mature over the next twelve months and the remainder will mature in more than one year

Currency risk

The Group's currency nsk mainly anises from its borrowings under its forexgn cumency faciities The Group policy 1s to eliminaie all foreign currency
nsk on borrowings by entenng into cross currency swaps which convert non-Sterling cbligations under the debt 1ssuance into Stering obiigations
Currency debi ratsed under the medum term note and commercial paper programmes are completely hediged at the time of drawdown unless
currency proceeds are required to fund curmency denominated assets Currency nisk will therefore only anse in the unlikely event of & cross currency
swap counterparty defautting on its non-Stering obligation As at 31 March 2007 and 31 March 2006 all currency exposures on non-Sterling debt
were 100% hedged

Cred risk
The Group's principal financial assets are cash and bank balances, loans and receivables, and trade and cther recevables {including reinsurers’
share of insurance clasm liabiities)

The Group's credit nsk 1s pnmanly atinbutable to its loans and receivables The amounts presented in the balance sheet are nat of alowances for
impairment losses The gross ameounts of loans and recevables represent the Group's maximum exposure to credit risk

Credit nsk 15 managed fo minimise losses maximise recoveries and prevent fraud through implementation of the Group’s credit policy The policy
requires consideration to be given to the financial and credit status of the customer dealer supplier and/or vendor (including retallers and brokers),
the quality of the asset being financed and the terms and conditions which are to be applied

Complance with the requirements of the policy i1s achieved by the existence of procedures in the areas of maximum funding penods and loan
amounts the requirement for deposits deferral penods and authonsation kmits Customer scorecards and credt files, for commercial transactions
and significant relationships are an integral part of the approval process, with any matenal changes and significant advances requinng director
and/or Board approval

Where the exposure 1o any one party exceeds certain hrmits, annual revews ars performed to ensure that the credit quality has not detencrated
Details of arrears management and setting of allowances for impairment losses are set out In note 13

The credit nsk on cash and dervative financial Instruments 1s mited because the counterparties are banks with high credit-ratings assigned by
International credit-rating agencies The Group policy I1s to assess all swap counterparties on an Indmdua basis In terms of credtt rating and the
Group’s current exposure to that particular financial institution

The Group has no significant concentration of credit nsk with exposure spread over a large number of counterparties and customers

Interest rate risk

Most of the Group's assels are at a fixed rate of interest so there s a nsk of financial loss i interest rates in redation to the funding of these assets
move adversely This nsk is managed by the use of interest rate dernvative financial iInstruments, specifically interest rate swaps, forward rate
agreements and interest rate caps Interest rate exposure 15 managed by duration matching the fixed rate recavables and operating lease portfolio
against the debt and denvative financial instruments portfolio

The Group's policy 1S to hedge Its exposure to floating rate interest movements to a minmum hedge efficiency as agreed by the Board from time to
tima Currently the agreed minimum 1s 80% with an expectation that the Group will operate within the range of 80%-90% Hedging levels are
reviewed at least monthly to monitor compliance with Group policy and at 31 March 2007, the economic hedge efficiency was 87% (2006 87%)

The Group enters into interest rate swaps purely for hedging purposes, seeking to match the amount, interest bass and rollover dates of the
underiying borrowing as closely as posstble In seeking to closely match the duration of the Group’s assets and liabiites, the interest rate swap
assigned to a debt instrurnent may not always run to the final matunty of the debt This approach, atthough econormically effective can lead to
denvatve financial nstruments that do not qualify for hedge accounting in accordance with IFRSs  In accordance with the Group's accounting
policies set out in note 2 any gans or kosses ansing from changes in the far value of these denvative financial instruments are taken directly to the
income statement Consequenily increased volatility in the income statement will occur
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Hitachi Capital fUK) PLC offers the following finance and insurance solutions

Business Finance
Wallbrook Busmmess Centre
Green Lane Hounslow
Middlesex TW4 6NW

1 0208572 7554

F Q208677 7775

Retailer Finance

Health & Education
Insurance

Risk & Credit Management
2 Apex View, Leeds

West Yorkshire

LS119BH

T 08702359577

F 0870 235 9579

Vehlcle Solutions
Kiln House, Kiln Road
Newbury, Berkshire
RG14 2NU

T 01635 589 500

F 01635 588 750

Commercial Vehicles
Cuarry House, Canal Road
Trowbridge, Wiltshire
BA14 8QU

T Q1225 777710

F (1225 776680

Reinsurance

4th Floor, Marsh House
25-28 Adelade Road
Dublin 2, Republic of Ireland
T 353-1605 3000

F 353-1 605 3010
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