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Independent Auditor's Report on the Annual Report

Introduction of the Company's Statutory Executive
Dear All,
Following the ten-year anniversary of our operation on the Czech market, which we celebrated in 2017,
the year 2018 was also unique for our Company.
The second half of the year saw a very significant change in our Company - we became part of the HCL
Technologies Group, which ranks among the TOP 20 global IT companies. It operates in 43 countries
and employs over 130,000 experts on IT, the automotive industry, production, financial services, health
care and telecommunications. Its customers with whom HCL Technologies has cooperated for more
than 10 years include General Motors, Volvo, Ford, Magna, Microsoft, Sony, Continental or Cisco.
Using the 'light-touch integration' approach, we have gradually integrated into the Indian company,
which is our strong partner and an opportunity for our further development.
In addition, in spring 2018 we opened a new branch in Liberec where our experts on machine vision
and augmented reality and our team of mobile and web application developers are located. The
machine vision and augmented reality team has established itself in the new premises and won a
number of engagements on which we will work intensively together with the visionary companies
willing to support Industry 4.0 in their businesses this year and in the following periods.
Our Company applied a more active approach to cooperation with universities and secondary schools.
We started our intensive cooperation with the Secondary School of Industry in Jičín, ŠKODA AUTO
University, University Hradec Králové or Tomas Bata University in Zlín. We participated in career fairs
and delivered lectures, cooperated in theses preparation and offered students an opportunity to take
compulsory or optional practical training sessions in our Company, thus supporting the
interconnection between educational institutions and practice.
We believe that 2019 will be another year bringing the spirit of innovation, growth and development.

PhDr. Irena Šípalová, MBA

1. Report on Business Activities
Hönigsberg & Düvel Datentechnik Czech s.r.o. has been providing its customers with innovative and
comprehensive IT solutions for various industries. Every year, its portfolio expands to include new
innovative services.

Figure 1: The Company's portfolio

1.1 IT Services and Consulting
As part of IT services and professional consulting, we offer feasibility studies; analyses of requirements,
the environment and the market; and data analyses. Our experts provide seamless adaptation of
technologies to specific customer environment, effective system designs based on their wealth of
experience in SW development, or support to the existing IT systems.
Our know-how arising from our long-term experience gained in projects across production processes
in which we use our knowledge of the automotive landscape is the advantage of our solutions. We are
capable of preparing projects from their design to deployment and we are also able to provide
individual parts of projects as turn-key engagements.

1.2 Mobile and Web Application Development
The development centre of Hönigsberg & Düvel Datentechnik Czech s.r.o. is an expert in the
development of mobile and web applications in the automotive and other industries.
We develop applications for the iOS and Android platforms, providing both native development and
multiplatform development on Xamarin. The web applications primarily use the .NET platform and the
related technologies, such as HTML 5.

The attractive design developed by the team of our professional designers is a clear advantage of our
solutions, together with the remote control from anywhere, connectivity with follow-up systems or
the option to use the solutions in various devices.
Figure 2: Advantages of our mobile and web application development

1.3 Car Connectivity
The start of our Company on the Czech market was closely related to the automotive industry, which
continues to be the matter of the heart for us. We offer services related to car connectivity and provide
them to the leading automotive brands. Our ConnectedCar solution is based on modern technologies
and its key idea is connecting a car with the external environment. Our team is represented in various
sectors from technical development and IT to customer support.
Our experts work on the integration of mobile devices in order to provide seamless communication
and connection with a car. A mobile phone content is shown on a display in a car to be available while
you are driving. At the same time, the mobile phone draws data from the control panel of the car,
displaying it in specific mobile applications.

Figure 3: Major projects of mobile phone integration

As part of car connectivity projects, we have also worked on online services to connect cars with their
external environment through the Internet and to draw information on, for example, traffic,
availability of parking places or fuel prices.

Figure 4: Major online services projects

1.4 Car Infotainment Testing Simulators
Simulators for car infotainment testing combine car hardware and original parts of a car unit
completed with the HUD CAN system we have developed. All is integrated in a compact box, allowing
for the simulation of your car environment in the comfort of your office.
HUD CAN, which is part of the device, is a flexible communication module to simulate car CAN
messages through which individual simulator components collect information on the car and the
driving mode. It may be applied to simulator testing or used in other technological solutions.

The advantages of our simulators include their compactness, capability to test from anywhere, easy
handling, easy exchange of components from various car model lines, simple control and a possibility
to export results.

Figure 5: Simulator advantages

We can control our simulators directly using buttons on the box or through a special application HUD
CAN Remote. The purpose of the application is to simplify parameter setting, increase flexibility of
drive replaying and expand the device operation control.

Figure 6: Technology application

1.5 Machine Vision
To put it simply, machine vision applies technical tools to substitute human capabilities relating to the
understanding and interpretation of visual images. Typical machine vision tasks include recognition
and counting of products using industrial cameras, determining their positions, measuring dimensions
or providing optical quality control. In combination with systems performing other activities, such as
product handling, machine vision systems allow for full automation of certain manufacturing
operations.
Indisputable advantages of our solution include increased quality of production by reducing the
wastage rate, elimination of errors caused by human labour, reduction of production costs or
possibility to implement the solution directly to the existing production line.

Figure 7: Machine vision advantages

Our experts implement neuron networks into machine vision technologies, which imitate human brain
activities and allow the supplied technologies to learn independently. This solution is applied to
processes with no exact description or technical standard. Neuron networks expand functionalities of
machine vision, facilitate system resetting to new tasks and allow for the functioning of processes with
no strictly defined or changing parameters.
Our innovative technology relating to Industry 4.0 may be used in any sector, from food to the
automotive industry, and integrate into the standardised production processes.

Figure 8: Machine vision application

1.6 Augmented Reality
Augmented reality is a technology combining virtual objects with the real world. The innovative
approach of augmented reality is based on graphic objects being placed directly in a user's field of
vision or live camera images. As such the objects are perceived as real objects on the scene.

Our technology is designed to provide a close cooperation between people and machines, synergy of
positive features of humans and machines, effective training of new workers, 3D measuring
capabilities, increased production quality thanks to the human operation control, and options for
displaying on mobiles, tablets or special glasses.

Figure 9: Advantages of our solution

1.7 PLM/PDM System Support
Our service offering includes PLM/PDM (Product Lifecycle Management/Product Data Management)
system support from the systems' implementation to maintenance and support focused on their
proper functioning and operation.
Our services relating to the PLM/PDM systems result in the increased labour efficiency, easier access
to important data, reduction of the error rate and greater flexibility in change management as well as
cost savings.
Our key competences in this area traditionally include:










PLM/PDM system implementation and connection to the existing systems
System development testing and cooperation
User training and coaching
Documentation and training material preparation
Development of methodologies and guidebooks, process setting
Support for PLM/PDM system users
Data and underlying documentation storing and administration, change request processing
Data search, visualisation and exports for users
Data transfers to external partners



Control and administration of data saved in PLM/PDM systems

1.8 Project Management
H&D expert team provides its project management services and project support to assist its customers
in achieving their business goals. Success in these projects is attributable to our individual approach to
customer problem solving, easy and fast expansion of a project team if required, capability to use
limited resources, time, and ability to offer know-how from various industries.
When delivering the current and preparing new projects, we apply PRINCE2®, the globally most
expanded project management methodology produced by AXELOS Limited. Our colleagues are also
knowledgeable of ITIL, TOGAF or SCRUM®.
Figure 10: Advantages of our solution

We provide project support services as part of IT projects or various other engagements in which
emphasis is put on detail and professional knowledge of the relevant issue, such as licence policies,
financial or marketing services, customer process management or event management.

Figure 11: Examples of specialisation

2. Human Resources
After H&D International Group's integration with HCL Technologies, our employees remain to be in the
centre of our concern, which is supported by the Employees First mission of HCL Technologies. Our
employees and their professional knowledge are the actual reasons why our projects are successful.
Our reward for their commitment is good financial compensation and a wide range of diverse benefits.
We build long-term relations with our employees based on mutual respect and tolerance. We pay
special attention to good and friendly relationships with our employees, both the current and the
former ones. We also break a number of stereotypes. There is a high percentage of women working in
our teams, which proves that women are the right persons for jobs in a firm combining IT,
telecommunications and engineering. Women add a new dimension to the teams of men who namely

focus on performance: cooperation and creativity. We very much appreciate their engagement and,
therefore, we offer them flexible hours and home office arrangements.
Our care for employees is also demonstrated in various social events, including the traditional
Sommerfest and Christmas party as well as employee breakfasts, which have been introduced this
year.

3. Business Plans for the Following Reporting Period
In 2019, our intention is to support further growth of our company with the assistance of our new
owner, HCL Technologies. In the Czech Republic, we plan to develop the know-how and experience
gained by HCL Technologies over the 40 years of its global operation. We aim at implementing the
knowledge in projects and engagements on which we will work with our existing and new customers.
In April 2018, our operation in the Czech Republic expanded to include a new branch in Liberec where
more than 20 colleagues worked at the end of the year. We expect both staff and business growth in
this location as the activities we perform there are closely related to Industry 4.0.
Industry 4.0 is an inseparable part of our business and innovative potential which we are going to
support as part of our IT service offering, machine vision and augmented reality. Machine vision and
its possible connection with augmented reality represent one of our innovative tools providing
businesses with automation of their processes, increasing their production efficiency, reducing their
error rate and making human labour much easier.

4. Significant Post Balance Sheet Events
No significant events occurred after the balance sheet date.

5. Acquisition of Equity Investments and Shares, Interim Certificates
and Equity Investments of the Controlling Entity
The Company holds no equity investments, shares or interim certificates.

6. Branches Abroad
The Company has no organisational unit abroad.

7. Research and Development Activities
The Company delivers research and development projects for its internal purposes and in order to
increase its competitiveness on the IT market.
Research and development in our firm is connected to Industry 4.0. As part of R&D activities, we
implement projects covering machine vision, augmented reality and key process automation. Other
projects include innovative software development or relate to car connectivity.

8. Activities in the Environmental Protection and Labour Relations,
Corporate Social Responsibility and Donations
Although no environmental risks arise with respect to our Company's business activities we support
long-term sustainability and reduction of damage caused to the environment. In 2018, Hönigsberg &
Düvel Datentechnik s.r.o. continued its activities supporting protection of the environment, corporate
social responsibility and donations.

Supporting education is one of our key roles. This effort includes training of our staff members whom
we support in developing their hard and soft skills through external and internal training. Apart from
our employees, we support educational institutions. We have started cooperating with secondary
schools and universities in Mladá Boleslav as well as outside of this region, facilitating greater
interconnection between educational programmes and practice.
In addition to their standard activities, our colleagues participated in CSR events in the region in 2018,
which included, for example, a round table discussion on traffic security in the region of Mladá Boleslav
as this is a hot topic for us and our colleagues every day when driving through Mladá Boleslav and its
surroundings. We also took part in a conference on the development of the Mladá Boleslav region at
which we discussed sustainable development of the region and its support.

9. Report on Related Party Transactions
1. General information
Pursuant to Section 82 of Act no. 90/2012 Coll., on business companies and cooperatives (the
"Business Corporations Act"), the statutory executives of Hönigsberg & Düvel Datentechnik Czech
s.r.o. issued a Report on Related Party Transactions of Hönigsberg & Düvel Datentechnik Czech
s.r.o., with its registered office at Českobratrské náměstí, 293 01 Mladá Boleslav, as the controlled
entity and Hönigsberg & Düvel Datentechnik GmbH, with its registered office at John-F. KennedyAllee 62, 38444 Wolfsburg, Germany, as the controlling entity and other entities controlled by the
same controlling entity (hereinafter also referred to as the "related parties") for the reporting
period from 1 January 2018 to 31 December 2018.

2. Structure of the related parties
a. The controlling entity
Hönigsberg & Düvel Datentechnik GmbH, with its registered office at John-F. Kennedy-Allee 62,
38444 Wolfsburg, Germany, with an equity interest of 91%.
Starting from 6 December 2018, the equity interest of Hönigsberg & Düvel Datentechnik GmbH,
with its registered office at John-F. Kennedy-Allee 62, 38444 Wolfsburg, Germany, in the
controlled entity was increased to 100%.
b. The controlled entity
Hönigsberg & Düvel Datentechnik Czech s.r.o. with its registered office at Českobratrské náměstí,
293 01 Mladá Boleslav, corporate ID no.: 27931579, registered on 27 July 2007 with the Municipal
Court in Prague, Section C, Insert 127335.
Hönigsberg & Düvel Datentechnik Czech s.r.o. provides IT solutions in the Czech Republic.
(hereinafter the "reporting entity")

c. Other entities controlled by the controlling entity
Pursuant to Section 82 of Act no. 90/2012 Coll., on business companies and cooperatives (the
"Business Corporations Act"), the entities listed below are also considered to be the related

parties; the list includes the related parties with which any transactions were performed in the
reporting period.
H&D ITAS Application Services GmbH, with its registered office at August-Horch-Str. 1, Gifhorn
38518, Germany
H&D International GmbH, with its registered office at August-Horch-Str. 1, Gifhorn 38518,
Germany

3. Method and means of control
Control is performed through the controlling entity's decision-making. If required by law, control
is performed through shareholders' voting at the general meeting in compliance with law or the
Memorandum of Association.
The Group has its internal rules in place regulating relations within the companies.
4. Overview of actions performed at the initiative or in the interest of the controlling entity or
entities controlled by the controlling entity in the reporting period if such actions related to
assets exceeding 10% of the controlled entity's equity identified according to the latest financial
statements
The general meeting of Hönigsberg & Düvel Datentechnik Czech s. r. o., decided at its meeting
held at August-Horch-Strasse 1, Gifhorn 385 18, on 30 July 2018 to approve the annual financial
statements of the Company for 2017 and to distribute the profit for 2017. A portion of the profit
generated by the company in 2017 was distributed to the Company's shareholders in line with the
provisions of the Memorandum of Association. The remaining portion of the profit after tax for
2017 was retained by the Company for its development in the following years.
5. Overview of contracts between the controlled entity and the controlling entity or between the
controlled entities
 Liability insurance against damage caused by business activities
 Provision of other immaterial services
For the controlled entity, Hönigsberg & Düvel Datentechnik Czech s.r.o., the controlling entity,
Hönigsberg & Düvel Datentechnik GmbH, arranged liability insurance against damage caused by
business activities covering the period of the calendar year. Hönigsberg & Düvel Datentechnik
Czech s.r.o. provided immaterial IT services to H&D ITAS Application Services GmbH. H&D
International GmbH, with its registered office at August-Horch-Str. 1, Gifhorn 38518, Germany,
provided immaterial administrative and organisational services to the controlled entity,
Hönigsberg & Düvel Datentechnik Czech s.r.o.

6. Detriment suffered by the controlled entity and assessment of its settlement
In the reporting period, the controlled entity suffered no detriment arising from the contracts
concluded or any other transactions completed with the controlling entities.

7.

Advantages and disadvantages resulting from relations between the related parties
The controlling entity always acts in the interest of the entire Group and the reporting entity and
with respect to all economic and business circumstances. No disadvantages resulting from the
controlling entities' actions or decisions were noted.
All of the reporting entity's contractual relationships with the related parties are at arm's length
and result in no substantial risk, advantage or disadvantage for the reporting entity.

10. Notes to the Financial Statements
The documents attached include all important financial reports and information on the Company's
financial performance demonstrating the Company's financial stability and solid grounds for its further
development in the following years.

10.1.

Profit and Loss Account

10.2.

Balance Sheet

10.3.
1.

Notes to the Financial Statements for the Year Ended 31 December 2018

DESCRIPTION OF THE BUSINESS

Hönigsberg & Düvel Datentechnik Czech s.r.o.(hereinafter the "Company") is a limited-liability
company with its registered office at Českobratrské nám. 1321, 293 01 Mladá Boleslav, corporate ID
no. 27931579. The Company was recorded in the Register of Companies maintained by the Municipal
Court in Prague under File 127335, Section C.
Its principal business activities include providing IT services.
In the year ended 31 December 2018, the following change was made to the details recorded in the
Register of Companies. The Company's majority owner purchased the remaining equity investments
to become the Company's sole shareholder.

The average recalculated headcount was 128 people in 2018.
The consolidated financial statements of the narrowest group of reporting entities comprising the
Company as a consolidated reporting entity are prepared by Hönisberg & Düvel Datentechnik GmbH
with its registered office at John – F – Kennedy – Allee 62, 38444 Wolfsburg, Germany.

2.

BASIS FOR THE PREPARATION OF THE FINANCIAL STATEMENTS

The accompanying individual financial statements were prepared pursuant to Act no. 563/1991 Coll.,
on accounting, as amended (hereinafter the "Accounting Act") and Regulation no. 500/2002 Coll.,
providing implementation guidance on certain provisions of the Accounting Act for reporting entities
that are businesses maintaining double-entry accounting records, as amended, effective for the year
ended 31 December 2018. The balance sheet, the profit and loss account and the notes to the financial
statements were prepared in a full scope.

3.

GENERAL ACCOUNTING PRINCIPLES AND POLICIES AND THEIR YEAR-ONYEAR CHANGES AND ADJUSTMENTS

The valuation methods applied by the Company in preparing its financial statements are as follows:

a) Intangible Fixed Assets
Intangible fixed assets are measured at cost comprising the acquisition cost and the costs attributable
to the acquisition.
Intangible fixed assets with the cost exceeding CZK 60 thousand are charged to expenses based on the
estimated useful life of the relevant assets.
Amortisation
Amortisation is calculated based on the cost and the estimated useful life of the relevant assets. The
amortisation plan is updated during the use of the intangible fixed assets based on their expected
useful life.

b) Tangible Fixed Assets
Tangible fixed assets are measured at cost comprising the acquisition cost, the transportation costs,
the customs duty and other costs attributable to the acquisition.
Tangible fixed assets with the cost exceeding CZK 40 thousand are charged to expenses over their
useful life.
Depreciation
Depreciation is calculated based on the cost and the estimated useful life of the relevant assets. The
depreciation plan is updated during the use of the tangible fixed assets based on their expected useful
life.

c) Foreign Currency Transactions
Assets and liabilities acquired in a foreign currency were measured in Czech crowns using the exchange
rate promulgated by the Czech National Bank effective as of the date of the transaction; at the balance
sheet date, cash and cash equivalents were measured at the Czech National Bank's exchange rate
promulgated as of 31 December.

d) Income Tax
If the financial statements are prepared before the final calculation of income tax, the Company
creates an income tax reserve.
A deferred tax liability reflects the tax effect of temporary differences between the carrying amounts
of assets and liabilities for accounting purposes and the determined income tax base taking into
account the period of settlement. The temporary differences are completely immaterial to the
Company and therefore, no deferred tax is accounted for.

4.

FIXED ASSETS

a) Intangible Fixed Assets (in CZK '000)
COST
Opening
balance
63

Software

Additions

Disposals

Transfers

Closing
balance
63

Intangible fixed assets under construction
Total in 2018

63

63

Total in 2017

63

63

PROVISIONS AND ACCUMULATED AMORTISATION

37

21

58

Net
book
value
5

Total in 2018

37

21

58

5

Total in 2017

63

21

37

26

Opening
balance
Software

Amortisation

Sales,
liquidation

Disposals

Transfers

Closing
balance

Provisions

Intangible fixed
assets under
construction

b) Tangible Fixed Assets (in CZK '000)
COST
Opening
balance
1 249

Movable assets exceeding CZK 40 thousand
Movable assets between CZK 30 thousand and CZK
40 thousand

Additions

Disposals

Transfers

Closing
balance
1 249

66

66

Total in 2018

1315

1 315

Total in 2017

1 143

Tangible fixed assets under construction

172

1 315

PROVISIONS AND ACCUMULATED DEPRECIATION
Opening
balance
Movable assets exceeding
CZK 40 thousand

1015

Movable assets between
CZK 30 thousand and CZK
40 thousand

66

Depreci
ation

Sales,
liquidation

Disposals

Transfers

119

Closing
balance

Provisions

1134

Net
book
value
115

66

Tangible fixed assets under
construction
Total in 2018

1081

119

1200

115

Total in 2017

925

156

1 081

234

5.

RECEIVABLES

As of 31 December 2018, receivables past their due dates for more than 30 days amounted to CZK 86
thousand (as of 31 December 2017: CZK 261 thousand).

6.

RESERVES

Movements in reserves (CZK thousand):
Income tax reserve
Income tax reserve
Income tax prepayments

7.

Balance at
31 Dec 2017
5 455

Drawing in
2018
-4 893

-3084

3084

2 371

-4 893

Release in
2018
-562

Charge in
2018
5 822

Balance at
31 Dec 2018
5 822

0

- 4462

- 4 462

-562

1 360

1 360

INFORMATION ON RELATED PARTY TRANSACTIONS

In the years ended 31 December 2018 and 2017, members of management, controlling and
administrative bodies received no prepayments, advances, borrowings, loans or assigned guarantees
and held no equity investments in the Company.

The Company sells its services to its related parties. In the year ended 31 December 2018, the sales
amounted to CZK 329 thousand (31 December 2017: CZK 473 thousand).
The Company reported no short-term receivables from its related parties as of 31 December 2018
(31 December 2017: CZK 470 thousand).
The Company uses services of its related parties as part of its regular business activities. In the year
ended 31 December 2018, purchases amounted to CZK 206 thousand (31 December 2017: CZK 268
thousand).
As of 31 December 2018, the Company recorded short-term payables to its related parties in the
amount of CZK 23 thousand (31 December 2017: CZK 282 thousand).

8.

SINGNIFICANT PROFIT AND LOSS ITEMS
(CZK '000)

2017

Low-value assets

2 247

2 701

Travel expenses

1436

1 548

19 411

17 919

Sub-supplies

9.

2018

GOING CONCERN ASSUMPTION

The financial statements for the year ended 31 December 2018 were prepared based on the goingconcern assumption. Therefore, no adjustments that may result from any uncertainty as to the
Company's ability to continue as a going concern were made to the accompanying financial
statements.

10. SIGNIFICANT POST BALANCE SHEET EVENTS
No significant events occurred between the balance sheet date and the date of the financial
statements.

