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Directors’ report

The directors present their report and financial statements for the year ended 31 March 2012

Results and dividends

The profit for the year after taxation amounted to £191,609 (2011 — loss of £1,607,642) In2012a
dividend payment of £96,000 was declared bascd on the 2012 year end profit of £191,609 (2011 —£mil)

Principal activities and review of the business
The company’s principal activity during the year continued to be a distributor of power tools

The UK economy was stagnant and recently moved back 1nto recession accompanied with large falls in
the construction sector and continued weak consumer confidence under the ongoing Euro-zone crisis
Following on from extremely tough trading years where the market declined sigmificantly, the UK housing
and construction market remains stagnant and chatlenging

In the year ended March 2011, the bottom line had plunged 1nto red due to accelerated price pressure in
the market, whulst the turnover had increased dramatically  Under these circumstances, Hitachi focused on
streamlining the operation to improve profitability and strengthen financials throughout the year 2011/12,
which 1t accomplished

As a consequence, Pre-tax profit increased to £191,609 from a loss of £1,607,642 in the prior year,
although turnover dechined by 28 3% 10 £17,218,725 from £24,004,985

The primary reason for the turnover decline was tentative stock reduction of large scale retailers under a
slumped market We anticipate the business 1o start picking up in the coming year Professional dealer
business was still solid and 1t made great progression with aggressive branding/marketing activities
throughout the year

In the year 2012/13, Hitachi will continue to expand both retail and independent channels aggressively
with the consecutive launch of new innovative products and it 1s from here that the company anticipates
modest growth

Principal risks and uncertainties

The principal nisks associated with the company are broadly grouped as competiive and financial
instrument rsks

Competitive nisks

The growth of the business depends on retaining existing customers and adding new ones This includes
selling products and extending penetration inio customers Competitive pressures from other suppliers,
new technology and changing demands from customers are considered as competiive nisks Continued
marketing and investment in the company’s products and services mitigate these risks

Financial instrument risks

The directors aim to himit undue counterparty exposure, ensure sufficient working capital exists and
monitor the management of risk at a business umt level

Lagquidsty and cashflow risk 1s mitigated by managing cash generation from operations and applying
collection targets In addition financial support 1s available from the parent undertaking as needed The
company also manages hqudity risk via tts loan facilities

Credit nsk on debtors 1s mitigated by processes and controls and requires that credit 1s only granted to
customers who demonstrate an appropriate payment history and satisfy credit worthiness procedures
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Directors’ report (continued)
Going concern

The directors have received written confirmation from the parent undertaking, Hitachh Kok Company
Lumited, that it intends 1o provide such financial support 1o the company as 15 necessary for the foreseeable
future and at least for the next 12 menths from the date of sigming these financaal statements to enable 1t to
continue without any significant curtailment 1n business and to meet 1ts habilities as they fall due
Accordingly they consider it approprate for the financial statements to be prepared on a going concern
basis

Events since the balance sheet date
There have been no significant events since the balance sheet date

Directors

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

H Yumoto (resigned 1 August 2011}

T Yoshida

Y Tanaka

H Maisumoto (appointed 1 August 2011)
S Sakuma (appointed 1 August 2011)

S Matsushima (resigned 1 August 2011)

Policy and practice on payment of creditors

It 1s the company’s policy that payments to suppliers are made 1n accordance with those terms and
conditions agreed between the company and 1ts suppliers, provided that all trading terms and conditions
have been complied with At 31 March 2012, the company had an average of 88 days purchases owed to
trade creditors

Environment

Hitachi Power Tools (UK) Limuted recogmses the importance of 1ts environmental responsibiliies,
monitors its impact on the environment and designs and implements policies to reduce any damage that
might be caused by the company’s activities

Corporate responsibility

The company recogmses that, as part of the wider community of employees, customers, suppliers,
shareholders, and others, 1t has a responstbility to act 1n a way that respects the environment and
minimises any adverse impacts caused by 1ts operations

As a global cittzen the company aims to promote innovaiton throughout the world while developing the
potentials of the future generation to ploneer next-generation products and services

Health and safety

The company strives to provide and maimntan a safe environment for all employees, customers and visitors
10 11s prenmises and to company with relevant health and safety legislation In addiion, the company aims
to protect the health of employees with suitable, specific work-based sirategies, secking 10 minimise the
nsk of injury from company activity and ensure that systems are i place to address health and safety
matters through the company’s Health and Safety Committee Comphance with the company policy 13
monitored centrally

Health and safety auduts and risk assessments have been carned out and additional actions and controls
have been implemented and training conducted to ensure that employees can carry out their functions 1n a
safe and effective manner
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Directors’ report (continued)

Disclosure of information to the auditors

So far as each person who was a director at the date of approving this report 1s aware, there 1s no relevant
audit information, being information needed by the auditor 1n connection with preparing 1ts report, of
which the auditor 1s unaware Having made enquiries of fellow directors and the company’s auditor, each
director has taken all the steps that he/she 1s obliged to take as a director i order to make himself/herself
aware of any relevant audit information and to establish that the auditor 1s aware of that information

Auditors

A resolution to reappoint Ernst & Young LLP as auditors will be put 1o the members at the Annual
General Meeting

By order of the Board

/

T Yoshida
Secretary

Date /3 JTune 2042

o




Hitachi Power Tools (UK) Limited

Statement of directors’ responsibilities

The directors are responsible for preparing the annual report and the financial statements 1n accordance
with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have elected 1o prepare the financial statements 1n accordance with United Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law)
Under company law the directors must not approve the financial statements unless they are satsfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company
for that period In preparing these financial statements, the directors are required to

e« select suitable accounting policies and then apply them consistently,
. make judgments and estimates that are reasonable and prudent,

e state whether applicable UK Accounting Standards have been fellowed, subject 1o any matenal
departures disclosed and explained 1n the financial statements, and

. prepare the financial statements on the going concern basis unless 1t 15 inapptopnate to presume that
the company will continue 1n business

The directors are responsible for keeping proper accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any time the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006
They arc also responstble for saleguarding the assets of the company and hence for taking reasonable sieps
for the prevention and detection of traud and other rregularities




Independent auditors’ report
to the members of Hitachi Power Tools (UK) Limited

We have audited the financial statements of Hitachi Power Tools (UK) Lirmted for the year ended

31 March 2012 which compnse the Profit and Loss Account, the Statement of Total Recognmised Gains and
Losses, the Balance Sheet and the related notes 1 10 20 The financial reporting framework that has been
applied 1n their preparation 1s applicable law and Umited Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006 Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose To
the fullest extent permutted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed

Respective responsibilities of directors and auditor

As explammed more fully in the Directors’ Responsibilities Statement set out on page 13, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view Qur responsibility 15 to audit and express an opinion on the financial statements 1n accordance
with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropnate to the company’s circumstances and have been consistently apphed and adequately disclosed,
the reasonableness of significant accounting estimates made by the directors, and the overall presentation
of the financial statements In addition, we read all the financial and non-financial information in the
directors’ report to identfy matenal mnconsistencies with the audited financial statements If we become
aware of any apparent material misstatements or inconsistencies we consider the implications for our
report

Opinion on the financial statements
In our opinion the financial statements

e give atrue and fatr view of the state of the company’s affairs as at 31 March 2012 and of 1ts Profit
for the year then ended,

s have been properly prepared 1n accordance with Umted Kingdom Generally Accepted Accounting
Practice, and

e have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinton the information given n the Directors’ Report for the financial year for which the financial |
statements are prepared 15 consistent with the financial statements




Independent auditors’ report (continued)

to the members of Hitachi Power Tools (UK) Limited

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us
to report to you 1f, 1n our opinion

e adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us, or

e the financial stalements are not 1n agreement with the accounting records and returns, or

s certain disclosures of directors’ remuneration specified by law are not made, or

we have not recerved all the information and explanations we require for our audit

kn& s T LLS
Fraser Bull {Semor Slatlzgudltor)

For and on behalf of Ernst & Young LLP (Statutory Auditor)
Luton

Date ,g ﬁ QO‘Z.




Hitachi Power Tools (UK) Limited

Profit and loss account
for the year ended 31 March 2012

2012 2011

Notes £ £

Turnover 2 17,218,725 24,004,985
Cost of sales (13,580,012) (21,611,750)

Gross profit 3,638,713 2,393,235
Distribution costs (522,110) (726,873)
Administration expenses (2,913,564)  (3,232,540)
Operating profit / ( loss) 3 203,039 (1,566,178)

Interest recervable and similar income 6 1,316 1,447
Interest payable and sumlar charges 7 (12,746) (27,911)
Profit/ { loss) on ordinary activities before taxation 191,609 (1,592,642)
Tax 8 - (15,000)
Profit / (loss) for the financial year 191,609  (1,607,642)

All amounts relate to continuing activities

Statement of total recognised gains and losses
for the year ended 31 March 2012

There are no recognised gains or losses other than the profit attnbutable to the shareholders of the
company of £191,609 1 the year ended 31 March 2012 (2011 - loss of £1,607,642)




Balance sheet
at 31 March 2012

Fixed assels
Tangible fixed assets

Current assels

Stocks

Debtors Amounts falling due within one year
Cash at bank and n hand

Creditors: amounts falling due within one year
Net current assets

Total assets less current habiltties

Net assets

Capsial and reserves
Called up share capital
Profit and loss account

Shareholiders' funds

The financial statements were approved by the board and signed on its behalf by

Director

Date /3 Junme 2072

Hitacht Power Tools (UK} Limited

Notes

10
11

12

13
14

2012 2011
£ £
55,974 56,436
3,803,679 6,771,403
4,187,411 7,618,170
2,418,092 809,771
10,400,182 15,199,344
(4,717,898)  (9,700,131)
5691,284 5,499,213
5,747,258 5,555,649
5,747,258 5,555,649
4,700,000 4,700,000
1,047,258 855,649
5747258 5,555,649
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Hitachi Power Tools (UK) Limited

Notes to the financial statements
at 31 March 2012

Accounting policies
Basis of preparation

The financial statements are prepared under the historical cost convention and 1n accordance with
applicable accounting standards

Going concern

The financial statements have been prepared on a going concern basis, which the directors believe to be
appropnate for the following reasons Hitachi Kokt Company Limited, the parent undertaking, has
provided the company with an undertaking that for at least 12 months from the date of approval of these
financial statements, they will continue to make available such funds as are needed by the company This
should enable the company Lo continue 1n operational existence for the foreseeable future by meeling its
liabilities as and when they fall due for payment As with any company placing reliance on other group
entities for financial support, the directors acknowledge that there can be no certainty that this support will
continue although, at the date of approval of these financial statements, they have no reason to believe that
1t will not do so Based on this undertaking, the directors believe 1t remains appropriate to prepare the
financial statements on a going concern basis The financia) statements do not include any adjusiments
that would result from this basis of preparation being inappropriate

Statement of cash flows

The directors have taken advaniage of the exemption 1n Financial Reporting Standard (FRS) 1 (revised)
from including a statement of cash flows in the financial siatements, on the grounds that the company is
wholly owned and 1ts ultimate parent, Hitachi Kokt Company Limited, publishes group financial
staterments which are pubhically available

Turnover

Turnover represents invoiced sales value tess Value Added Tax, derived from the sale of tools to
customers during the year Revenue 15 recogmsed when the risks and rewards of ownership pass to the
customer, usually as despatched

Tangible fixed assets
Tangble fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses

Depreciation 1s provided on all tangible fixed assets, other than freehold land, at rates calculated to write
off the cost ot valuation, less esimated residual value based on prices prevailing at the date of acquisition
or revaluation, of each asset evenly over 11s expected useful life, as follows

Plant and machinery - 3-10 years
Motor vehicles - 3 years
Tools, furniture and fixtures - 10 years

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

Stocks

Stocks are stated at the lower of cost and net realisable value Cost (ncledes all costs tncurred 1n bringing
each product to s present location and condition

In determiming the cost of goods purchased for resale, the cost 1s deiermined on a FIFO basis Goods 1n
transit are stated at actual purchase price

Net realisable value 15 based on estumated selling price less all further costs to completion and all relevant
marketing, selling and distribulion costs

i0




Hitachi Power Tools (UK) Limited

Notes to the financial statements
at 31 March 2012

Accounting policies (continued)
Taxaiion

The charge for taxation 1s based on the results for the year and takes 1nto account taxation deferred
because of timing differences between the treatment of certain items for taxation and accounting purposes
Deferred taxation 1s provided 1n full on uming differences that result in an obligation at the balance sheet
date to pay more tax, or a right to pay less tax, at a future date, at rates expected to apply when they
crystallise, based on current tax rates and law Timing differences arse from the inclusion of nems 1l
income and expenditure 1n taxation computations 1n penods different to those 1n which they are mcluded
in the financial statements

Deferred taxation

Deferred taxation 1s recognised 1n respect of all iming differences that have originated but not reversed at
the balance sheel date where transactions or events have occurred at that date that wall result 1n an
obligation to pay more, or right to pay less or (o receive more, tax, with the following exception

e  Deferred tax assets are recognised only to the extent that the directors consider that 1t 1s more hikely
than not that there will be suitable taxable profits from which the future reversal of the underlying
uming differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates thal are expected to apply in the peniods
in which uming differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheel date

Foreign currencies

Transactions 1n foreign currencies are recorded using the rate of exchange ruling at the date of the
transaction Monetary assets and hablities denominated 1n foreign currencies are translated using the rate
of exchange ruling at the balance sheet date and the gains or losses on translation are included 10 the profit
and loss account

Leasing and hire purchase commitments

Where the company enters into a lease which entails taking substantially all the nsks and rewards of

ownership of an asset, the lease 15 treated as a ‘finance lease’ The asset 1s recorded 1n the balance sheet as

a tangible fixed asset and 1s depreciated over 1ts estimated useful hife or the term of the lease, whichever 1s

shorter Future 1nstalments under such leases, net of finance charges, are included within trade and other

payables Rentals payable are apportioned between the finance element, which 1s charged to the profit and |
loss account, and the capital element which reduces the outstanding obligation for future 1nstalments

All other leases are accounted for as ‘operating leases’ and the rental amounts are charged to the profit and
loss account on a straight line basis over the hife of the lease

Pensions

The company operales a defined contribution pension scheme The assets of the schemes are held
separately from those of the company in an independently admimstered fund

11




Hitachi Power Tools (UK) Limited

Notes to the financial statements
at 31 March 2012

2. Turnover

Turnover, which 1s stated net of value added (ax, represents amounts 1nvoiced to third parties and 15
attributable to one continuing activity, as stated m the directors’ report

An analysis of turnover by geographical market 1s given below

2012 2011

£ £

UK 14,134,971 20,747,729
Eire 2,692,229 2,817,385
Rest of World 150,175 141,959
Turnover to group companies 241,350 297,912

17,218,725 24,004,985

3. Operating profit
Ths 1s stated after charging/{crediting)

2012 2011
£ £
Auditors’ remuneration — audit work 21,000 21,000
— non audit work (taxation) 3,600 3,600
Depreciation owned fixed assets 30,023 28,246
Operating lease renlals — plant and machinery 147,516 140,442
— other 267,122 320,640
Foreign currency losses / (gains) 4,765 (5,177
Management charges from group undertakings 15,014 16,926
4. Directors’ remuneration
2012 2011
£ £
Remuneration 163,031 138,049

The remuneration of the highest paid director was £163,031 (2011 - £63,331)

No directors are accrued benefits under defined benefit pension schemes (2011 — £mil )

12
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Notes to the financial statements
at 31 March 2012

5. Staff costs

2012 2011
£ £
Wages and salanes 1,210,024 1,119,676
Social security costs 114,496 103,813
Pension costs and health care costs 28,446 26,831
1,352,966 1,250,320

The average monthly number of employees during the year was made up as follows
No No
Sales 18 18
Distnbution and workshop 13 14
Administration 10 10
41 42

6. Interest receivable and similar income
2012 2011
£ £
Bank 1nterest receivable 1,316 1,447
7. Interest payable and similar charges

2012 2011
£ £
On bank loans and overdrafis 12,746 27,911

13




Hitachi Power Tools (UK) Limited
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Notes to the financial statements
at 31 March 2012

Tax
(a)  Tax on Profit on ordinary activities

The tax charge 1s made up as follows

2012 2011
£ £
Current tax
UK corporatien tax on the Profit for the year - -
Adjustment 1n respect of previous years - 15,000
Total current tax (note 8(b}) - 15,000
Deferred tax
Ongination and reversal of iming differences - -
Tax on Profit on ordinary actuvities - 15,000

(b)  Factors affecting tax charge tor the year

The tax assessed for the year differs from the standard rate of corporation tax mn the UK of 26% (2011 —
28%) The differences are explamned below

2012 2011
£ £

Profit / (loss) on ordinary activities before tax 191,609  (1,592,642)
Profit / (loss) on ordinary activities multiphed by standard rate of corporation
tax n the UK of 26% (2011 — 28%) 49,818 (445,940)
Effects of
Expenses not deducuble for lax purposes 15,688 7,342
Accelerated capital allowances 120 2,254
Movement 1n short term timing differences 9,983 (6,227)
Loss (utihsed) / carried forward (75,609) 442,571
Adjustmenis 1n respect of previous perods - 15,000
Current tax for the year (note 8(a)) — 15,000

(c)  Deferred tax
As at 31 March 2012, tax losses carred forward are £2,541,198 (2011 — £2,832,003)

A deferred tax assct of £609,888 (2011 — £647,008) has not been recognised 1n respect of these losses
because at present it 1s uncertain when there will be sufficient taxable profits in the company against
which these losses can be offset

14
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Hitachi Power Tools (UK)
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Notes to the financial statements
at 31 March 2012

Tangible fixed assets

Tools,
Plant and Motor furniture and
machinery vehicles fixtures Total
£ £ £ £
Cost
At1 Apnl 2011 298,554 49,308 26,212 374,074
Additrons 20,405 9,156 - 29,561
Disposals (18,231) (6,025) - (24,256)
At 31 March 2012 300,728 52,439 26,212 379,379
Depreciation
All Apni 2011 242,118 49,308 26,212 317,638
Charge for year 28,306 1,717 - 30,023
On disposals (18,231) (6,025) - (24,256)
At 31 March 2012 252,193 45,000 26,212 323,405
Net book value
At 31 March 2012 48,535 7,439 - 55,974
At1 Apnl 2011 56,436 - - 56,436
Stocks
2012 2011
£ £
Goods 1n transit 1,007,848 1,071,816
Fimished goods 2,795,831 5,699,587
3,803,679 6,771,403
Debtors
2012 2011
£ £
Trade debtors 3,720,626 7,446,923
Amounts owed by group undertakings 450,125 84,946
Other debtors 15,502 2,059
Prepayments and accrued income 1,158 84,242
4,187,411 7,618,170

15
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Hitachi Power Tools (UK) Limited

Notes to the financial statements
at 31 March 2012

Creditors: amounts falling due within one year

2012 2011
£ £
Bank loan - 3,100,000
Trade creditors 151,078 136,979
Amounis owed to group undertakings 3,303,325 4,341,334
Other taxes and social secunity costs 337,373 547,150
Accruals and deferred income 926,122 1,574,668
4,717,898 9,700,131
Issued share capital
2012 2011
Allotted, called up and fully paid No £ No £
Ordinary shares of £1 each 4,700,000 4,700,000 4,700,000 4,700,000
Reconciliation of shareholders’ funds and movements on reserves
Total
share-
Profit and holders’
Share capital  loss account Junds
£ £ £
At I Apnl 2010 4,700,000 2,463,291 7,163,291
Loss for the year - (1,607,642) (1,607,642)
At 1 Apnl 2011 4,700,000 855,649 5,555,649
Profit for the year - 191,609 191,609
At 31 March 2012 4,700,000 1,047,258 5,747,258

Events since the balance sheet date

There have been no sigmificant events since the balance sheel date

Pensions
Defined contribution scheme

The company operates a defined contribution pension scheme Company contributions to the scheme 1n
year to 31 March 2012 were £28,446 (2011 — £26,831) There were no unpaid or prepaid amounts at

31 March 2012 (2011 — £ml)

16
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Hitachi Power Tools (UK) Limited

Notes to the financial statements
at 31 March 2012

Other financial commitments

At 31 March 2012 the company had annual commitments under non-cancellable operating leases as set out

below

2012 2011

Land and Land and
buildings Other buildings Other
£ £ £ £

Operating leases which expire

Within one year - 5,290 293917 13,878
In two to five years 224,446 94,398 - 74,022
224,446 99,688 293,917 87,900

Guarantees and other financial commitments

The company has given guarantees to Customs authorities 1n the UK 1n the normal course of trading which

amounted to £130,000 at 31 March 2012 (2011 - £130,000)
Related party transactions

The company has taken advantage of the FRS 8 exemption for wholly owned subsidianes from disclosing

related party transactions with other wholly owned subsidianies of the Hitachi Limited group

Ultimate parent undertaking and controlling party

The immediate parent undertaking 1s Hitachi Kok Co Ltd The smallest group in which the results of the

company are consohdated 1s that headed by Hitachi Koki Co Ltd

The ultimate parent undertaking, controlling party and the parent undertaking of the largest group which
mncludes the company and for which group financial statements are prepared, 15 Hitacht Limited The

group financial statements of this group are available to the public and may be obtained from

Hitachi Limuted

6-6, Marunouchi 1-chome
Chiyoda-Ku

Tokyo 100-8280

Japan
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