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SEGRO Industrial Estates Limited

Strategic Report for the Year Ended 31 December 2018

The Directors present their Strategic Report for the year ended 31 December 2018.

Principal activities

The principal activity of the Company is property investment and development, specialising in the provision of
modern buildings, mostly industrial, designed to meet the requirements of individual tenants. These
developments are let on fully repairing and insuring leases and retained by the Company as investments.

This is a private company limited by shares incorporated in England and Wales. Details of the Company's
registered office is set out in the Company information on page 1.

Business review

Fair review of the business
The company has performed in line with expectations and the directors are satistied with the year end position.

The results for the Company show a pre-tax profit of £8m (2017: profit £11m). The Company is in a net asset
position at the year end. The Directors are satisfied that the financial statements have been prepared on a going
concern basis. For further disclosure see the Directors’ Report under going concern.

Principal risks and uncertainties
The Company, as a subsidiary of SEGRO plc, is managed on a unified basis as part of the SEGRO plc group
“The Group". The principal risks faced by the Company reflect those of the SEGRO plc group and the table
below outlines the principal risks and uncertainties faced by the SEGRO plc group in delivering its strategic
priorities for the forthcoming year.

Economic risks
* Disruptive Brexit; and
« Failure to anticipate political and regulatory change

Financial risks
» Failure in the design or execution of the financing strategy leading to liquidity or solvency crises, financial loss
or financial distress

Operational and compliance risks

* Health and safety incidents;

* Environmental damage and failure to respond to the consequences of climate change;
» Cyber security breach;

« Structural failure or incident involving one of our assets;

« Supply chain failure;

» Major customer default;

» Failure to attract, retain and motivate key employees; and

* Breach of anti-bribery and corruption legislation or other legislation

Investment real estate risks

*» Market cycle; )

+ Investment plan execution;

* Development plan execution; and
» Portfolio strategy

These risks and uncertainties are described in greater detail together with mitigating factors on pages 52 to 58 of
the SEGRO plc Annual Report and Accounts for the year ended 31 December 2018.
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SEGRO Industrial Estates Limited

Strategic Report for the Year Ended 31 December 2018 (continued)

Key Performance Indicator (KPI)

Given the straightforward nature of the business, the Company's directors are of the opinion that analysis using
KPIs is not necessary for an understanding of the development, performance, or position of the business. KPIs
are disclosed within the SEGRO plc Annual Report and Accounts for the year ended 31 December 2018.

Approved by the Board on 28 June 2019 and signed on its behalf by:

DocuSigned by:

A [1red

35D250207838430...

A. J. Pilsworth
Director
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SEGRO Industrial Estates Limited

Directors' Report for the Year Ended 31 December 2018

The Directors present their report and the audited financial statements of the Company for the year ended 31
December 2018.

Going concern

The financial statements have been prepared on a going concern basis, as the Directors intend the Company to
maintain the same level of activity during the forthcoming year. The Company is in a net current liability
position but overall is in a net asset position. The Company is funded via an inter-company non-current account
provided by the Company’s ultimate parent, SEGRO plc, which has confirmed its continuing financial support
and therefore the Directors consider the Company is in a position to meet its liabilities as they fall due. It is
agreed that no inter-Group lender has any intention to require the loan to be repaid, in whole or in part, for at
least 12 months from the date of signing of the financial statements. If the entity is unable to meet its liabilities
as they fall due, it is the intention of SEGRO plec to provide financial support as necessary for at least 12 months
from the signing of the financial statements. ’

Future developments
The Directors expect the general level of activity to remain consistent with the current year in the forthcoming
years. This is due to the straightforward nature of the business in which the Company operates.

Employees
There were no employees directly employed by the Company during the year (2017: none).

Dividends
Dividends paid and dividends recommended in respect of the current and prior year are disclosed within the
dividends note.

Directors of the Company
The directors of the Company who were in office during the year and up to the date of signing the financial
statements, were as follows:

A. J. Pilsworth

G. J. Osborn

A. O. Peters

A. M. Holland

P. A. Redding

A. S. Gulliford

Directors' indemnity provision

A qualifying third party indemnity provision (as defined in S234 of the Companies Act 2006) was in force for

the benefit of the Directors of the Company during the financial year and at the date of the approval of the
financial statements.

The contracts of employment of the Directors of the Company do not provide for compensation for the loss of
office that occurs because of takeover.

Subsequent events
Details of the significant events affecting the Company since the year end, if any, are included in the subsequent
events note.
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SEGRO Industrial Estates Limited

Directors' Report for the Year Ended 31 December 2018 (continued)

Disclosure of information to the auditors
In the case of each director in office at the date the Directors’ Report is approved:

* So far as the Director is aware, there is no relevant audit information of which the Company’s auditors are
unaware; and

« They have taken all the steps they ought to have taken as a Director in order to make themselves aware of any
relevant audit information and to establish that the Company’s auditors are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the
Companies Act 2006.

Independent auditors of the Company

The auditors, PricewaterhouseCoopers LLP, have indicated their willingness to continue in office. Pursuant to
Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and
PricewaterhouseCoopers LLP will therefore continue in office.

Approved by the Board on 28 June 2019 and signed on its behalf by:

DocuSigned by:

A0

350250207838430...

A. ]. Pilsworth
Director
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SEGRO Industrial Estates Limited

Statement of Directors' Responsibilities

The Directors are responsible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure
Framework™, and applicable law). Under company law the directors must not approve the financial statements
unless they are satisfied that they give a true and fair view of the state of affairs of the Company and of the
profit or loss of the Company for that period. In preparing the financial statements, the directors are required to:

+ select suitable accounting policies and then apply them consistently;

+ state whether applicable United Kingdom Accounting Standards, comprising FRS 101, have been followed,
' subject to any material departures disclosed and explained in the financial statements;

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

- prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business,

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the Company's transactions and disclose with reasonable accuracy at any time the financial position of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006.

The Directors are also responsible for safeguarding the assets of the Company and hence for taking reasonable
steps for the prevention and detection of fraud and other irregularities.

Page 6
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SEGRO Industrial Estates Limited

Independent Auditors' Report to the Members of SEGRO Industrial Estates Limited

Report on the audit of the financial statements

Opinion

In our opinion, SEGRO Industrial Estates Limited's financial statements:

» give a true and fair view of the state of the Company's affairs as at 31 December 2018 and of its profit for the
year then ended;

= have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice

(United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and
applicable law); and :

 have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Annual Report and Financial Statements (the
“Annual Report”), which comprise: the Statement of Financial Position as at 31 December 2018; the Income
Statement, the Statement of Comprehensive Income, and the Statement of Changes in Equity for the year then
ended; and the notes to the financial statements, which include a description of the significant accounting
policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for
the audit of the financial statements section of our report. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.

Independence

We remained independent of the Company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, which includes the FRC’s Ethical Standard, and we have fulfilled
our other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern

ISAs (UK) require us to report to you when:

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

- the Directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the Company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are authorised
for issue.

We have nothing to report in respect of the above matters.
However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the
Company’s ability to continue as a going concern. For example, the terms on which the United Kingdom may

withdraw from the European Union are not clear, and it is difficult to evaluate all of the potential implications
on the Company’s trade, customers, suppliers and the wider economy.
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SEGRO Industrial Estates Limited

Independent Auditors' Report to the Members of SEGRO Industrial Estates Limited
(continued)

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements
and our auditors’ report thereon. The Directors are responsible for the other information. Our opinion on the’
financial statements does not cover the other information and, accordingly, we do not express an audit opinion
or, except to the extent otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or
our knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent
material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstatement of the financial statements or a material misstatement of the other information.
If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required
by the UK Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK)
require us also to report certain opinions and matters as described below.

Strategic Report and Directors' Report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic
Report and Directors’ Report for the year ended 31 December 2018 is consistent with the financial statements
and has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the Company and its environment obtained in the course of the
audit, we did not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit

Responsibilities of the Directors for the financial statements

As explained more fully in the Statement of Directors’ Responsibilities set out on page 6, the Directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for
being satisfied that they give a true and fair view. The Directors are also responsible for such internal control as
they determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the Company’s ability to
continue as a going concern, disclosing as applicable, matters related to going concern and using the going
concern basis of accounting unless the Directors either intend to liquidate the Company or to cease operations,
or have no realistic alternative but to do so.
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SEGRO Industrial Estates Limited

Independent Auditors' Report to the Members of SEGRO Industrial Estates Limited
(continued)

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s
website at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report

This report, including the opinions, has been prepared for and only for the Company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report
is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:

» we have not received all the information and explanations we require for our audit; or

« adequate accounting records have not been kept by the Company, or returns adequate for our audit have not
been received from branches not visited by us; or

+ certain disclosures of Directors’ remuneration specified by law are not made; or
» the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

..... ‘55““9725534“

Peter Jourdier (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

28 June 2019
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SEGRO Industrial Estates Limited

Income Statement for the Year Ended 31 December 2018

Revenue

Cost of sales

Gross profit

Administrative expenses

Realised and unrealised property gain
Operating profit

Profit before tax

Income tax (expense)/credit

Profit for the financial year

The above results were derived from continuing operations.

The notes on pages 14 to 26 form an integral part of these financial statements.

Page 10

2018 2017

Note £000 £ 000
4 2,439 2,299

25) (151)

2,414 2,148

5 (566) (49)

6 6,278 9,337

- 8,126 11,436
8,126 11,436

7 ) ]

8,126 11,436
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SEGRO Industrial Estates Limited

Statement of Comprehensive Income for the Year Ended 31 December 2018

2018 2017

£000 £000
Profit for the financial year 8,126 11,436
Other comprehensive income/(expense) for the year, net of tax - -
Total comprehensive income for the year 8,126 11,436

The notes on pages 14 to 26 form an integral part of these financial statements.
Page 11
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Fixed assets

SEGRO Industrial Estates Limited

(Registration number: 00444531)
Statement of Financial Position as at 31 December 2018

Investment and development properties
Amounts due from group undertakings

Current assets

Trade and other receivables

Total assets

Creditors: Amounts falling due within one year
Trade and other payables

Net current liabilities

Total assets less current liabilities

Net assets

Equity

Called up share capital

Share premium

Revaluation reserve

Retained earnings

Total shareholders' funds

31 December 31 December
2018 2017

Note £ 000 £ 000
8 73,134 66,635
173,156 178,841

246,290 245,476

10 95 - 267
246,385 245,743
15 (1,123) (1,107)
(1,028) (840)

245,262 244,636

245,262 244,636

16 200,563 200,563
60 60

42,618 36,157

2,021 7,856

245,262 244,636

The financial statements on pages 10 to 26 were approved by the Board on 28 June 2019 and signed on its

behalf by:

DocuSignediby:

A0

235025D20783843D...

A. J. Pilsworth
Director

The notes on pages 14 to 26 form an integral part of these financial statements.
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SEGRO Industrial Estates Limited

Statement of Changes in Equity for the Year Ended 31 December 2018

Share Share Revaluation Retained

capital premium reserve earnings Total
£000 £000 £000 £000 £000
At | January 2018 200,563 60 36,157 7,856 244,636
Profit for the year - - - 8,126 8,126
Total comprehensive income - - - 8,126 8,126
Dividends - - - (7,500)  (7,500)
Transfer to revaluation reserve - - 6,461 (6,461) -
At 31 December 2018 200,563 60 42,618 2,021 245,262
Share Share Revaluation Retained
capital premium reserve earnings Total
£000 £000 £000 £000 £000
At 1 January 2017 200,563 60 26,937 13,890 241,450
Profit for the year - - - 11,436 11,436
Total comprehensive income - - - 11,436 11,436
Dividends - - - (8,250)  (8,250)
Net transfer (from)/to revaluation
reserve - - 9,220 (9,220) -
At 31 December 2017 200,563 60 36,157 7,856 244,636

The notes on pages 14 to 26 form an integral part of these financial statements.
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SEGRO Industrial Estates Limited

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

1 General information

General

SEGRO Industrial Estates Limited ("the Company") is a private company limited by share capital incorporated
and domiciled in England and Wales. Details of the Company's registered office is set out in the Company
information on page 1. The nature of the Company’s operations and its principal activities are set out in the
Strategic Report on pages 2 to 3.

These financial statements are presented in thousands and in sterling since that is the currency in which the .
majority of the Company's transactions are denominated and is the functional currency of the Company.

These financial statements are separate financial statements. The Company is exempt from the preparation of
consolidated financial statements, because it is included in the financial statements of SEGRO plc. The Group
financial statements of SEGRO plc for the year ended 31 December 2018 are available to the public and can be
obtained as set out in note 18.

2 Significant accounting policies

Basis of preparation

The Company meets the definition of a qualifying entity under FRS 100 (Financial Reporting Standard 100)
issued by the Financial Reporting Council. The financial statements have therefore been prepared in accordance
with FRS 101 (Financial Reporting Standard 101) ‘Reduced Disclosure Framework’ as issued by the Financial
Reporting Council.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that
standard, for all periods presented, in relation to business combinations, financial instruments, capital
management, presentation of comparative information in respect of certain assets, share based payments,
presentation of a cash-flow statement, disclosures in respect of the compensation of key management personnel,
related parties and disclosure of valuation techniques and inputs used for fair value measurement of assets and
liabilities and standards not yet effective.

Where relevant, equivalent disclosures have been given in the Group financial statements of SEGRO plc for the
year ended 31 December 2018. The Group financial statements of SEGRO plc are available to the public and
can be obtained as set out in note 18.

As the Company is a subsidiary of the SEGRO plc group, it is managed on a unified basis as part of the SEGRO
plc group.

The preparation of financial statements in conformity with FRS 101 requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying the
company’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas where
assumptions and estimates are significant to the financial statements, are disclosed in note 3.

There are standard accounting policies followed by the Group and they are included within this note for
standardised presentation across all financial statements as the Group has a significant number of subsidiaries.
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SEGRO Industrial Estates Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Significant accounting policies (continued)

The financial statements have been prepared on the historical cost basis, except for the revaluation of certain
properties and financial instruments that are measured at fair value through profit or loss, and in accordance
with the Companies Act 2006 as applicable to companies using FRS 101. Historical cost is generally based on
the fair value of the consideration given in exchange for the goods and services. The principal accounting
policies applied in the preparation of these financial statements are set out below, and have, unless otherwise
stated, been consistently applied to all periods presented in these financial statements.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is directly
observable or estimated using another valuation technique. In estimating the fair value of an asset or a liability,
the Company takes into account the characteristics of the asset or liability if market participants would take
those characteristics into account when pricing the asset or liability at the measurement date. Fair value for
measurement purposes in these financial statements is determined on such a basis, except for share-based
payment transactions that are within the scope of TFRS 2, leasing transactions that are within the scope of IAS
17, and measurements that have some similarities to fair value but are not fair value, such as net realisable value
in IAS 2 or value in use in IAS 36.

Adoption of new and revised Standards
The following standards and amendments have been adopted by the Company for the first time for the financial
year beginning on Ist January 2018:

« [FRS 9 'Financial Instruments’

» IFRS 15 'Revenue from contracts with customers'

- Amendments to IAS 40, 'Investment property' relating to transfers of investment property

« Annual improvements to IFRSs 2014-2016 Cycle '

« [FRIC 22 'Foreign currency transactions and advance consideration’

» Amendments to IFRS 2, 'Share-based payments', on clarifying how to account for certain types of share-based
payment transactions

The Company had to change its accounting policies following the adoption of IFRS 9 and 15 but there were no
retrospective adjustment following the adoption. This is disclosed further below. The other amendments did not
have any impact on the amounts recognised in prior period and are not expected to significantly affect the
current or future periods.

IFRS 9 Financial Instruments

IFRS 9 replaces the provision of IAS 39 that relate to the recognition, classification and measurement of
financial assets and financial liability, derecognition of financial instruments, impairment of financial assets and
hedge accounting.

The adoption of IFRS 9 from 1 January 2018 resulted in no reclassification of financial assets in the current or
previous reporting period, no material change in the loss allowance recognised under IFRS 9 for financial assets
compared to that held under IAS 39 and there were no other adjustments to the amounts recognised in the
financial statements. In accordance with the transitional provisions, comparative tigures have not been restated.
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SEGRO Industrial Estates Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Significant accounting policies (continued)

IFRS 15 Revenue from Contracts with Customers
The Company has adopted IFRS 15 Revenue from Contracts with Customers from 1 January 2018.

IFRS 15 does not apply to rental income which makes up over 94 per cent of total revenue of the Company, but
does apply to other non-core revenue streams; service charge income, management fees and trading property
disposals. IFRS 15 did not have a material impact on the timing of revenue recognition for the non-core income
streams for the Company. There were no adjustments to the amounts recognised in these financial statements
and no restatement of the comparative period. The accounting policies for ‘Service charges and other recoveries
from tenants’ and ‘Sale of trading properties’ have been updated in line with these new IFRS 15 requirements.

Going concern

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

The financial statements have been prepared on a going concern basis, as the Directors intend the Company to
maintain the same level of activity during the forthcoming year. The Company is in a net current liability
position but overall is in a net asset position. The Company is funded via an inter-company non-current account
provided by the Company’s ultimate parent, SEGRO plc, which has confirmed its continuing financial support
and therefore the Directors consider the Company is in a position to meet its liabilities as they fall due. It is
agreed that no inter-Group lender has any intention to require the loan to be repaid, in whole or in part, for at
least 12 months from the date of signing of the financial statements. If the entity is unable to meet its liabilities
as they fall due, it is the intention of SEGRO ple to provide financial support as necessary for at least 12 months
from the signing of the financial statements.

The Directors, having assessed the responses of the Directors of the Company’s ultimate parent SEGRO plc to
their enquiries have no reason to believe that a material uncertainty exists that may cast significant doubt about
the ability of the SEGRO plc group to continue as a going concern or its ability to continue with the current
banking arrangements.

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

Investment property

These properties include completed properties that are generating rent or are available for rent, and development
properties that are under development or available for development. Investment properties comprise freehold
and leasehold properties and are first measured at cost (including transaction costs), then revalued to market
value at each reporting date by independent professional valuers. Leasehold properties are shown gross of the
leasehold payables (which are accounted for as finance lease obligations). Valuation gains and losses in a period
are taken to the Income Statement. As the Group uses the fair value model, as per IAS 40 Investment Properties,
no depreciation is provided. An asset will be classified as held for sale within investment properties, in line with
IFRS 5 Non-Current Assets Held for Sale and Discontinued Operations, where there is Board approval at the
year-end date and the asset is expected to be disposed of within 12 months of the balance sheet date.
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SEGRO Industrial Estates Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Significant accounting policies (continued)

Other interests in property
Other interests in property include the cost and related fees in respect of land options, which are initially
capitalised and regularly tested for impairment.

The impairment review includes consideration of the resale value of the option and likelihood of achieving
planning consent.

Trading properties
These are properties being developed for sale or being held for sale after development is complete, and are
shown at the lower of cost and net realisable value. Cost includes direct expenditure and capitalised interest.

Trading properties are transferred to investment properties when there is a change in use evidenced by the
commencement of an operating lease to another party, together with the intention to hold the property to
generate rent, or for capital appreciation, or for both.

Property acquisitions and disposals

Properties are treated as acquired at the point when the Group assumes the control of ownership and as disposed
when these are transferred to the buyer. Generally this would occur on completion of contract. Any gains or loss
arising on de-recognition of the property (calculated as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in profit or loss in the period in which the property is derecognised.

Investments

Where the Company holds investments in subsidiaries, joint vetures and associates these are held at cost less
accumulated impairment losses. The Company has taken advantage of the exemption under S400 Companies
Act 2006 not to produce consolidated accounts.

Impairment of non-financial assets

The Company’s non-financial assets, excluding investment properties, are reviewed at each reporting date to
assess impairment. Where indication of impairment exists, the asset’s recoverable amount is estimated, and if
found to be lower than its carrying value, it is written down to the recoverable amount. The impairment loss is
taken to the Income Statement. The recoverable amount is the higher of an asset's net selling price and its
value-in-use (i.e. the net present value of its future cash flows, discounted at a pre-tax interest rate that reflects
the borrowing costs and risks for the asset).

An impairment loss is reversed if estimates for the recoverable amount change, but only to the extent that its
carrying amount after reversal does not exceed the net asset value that would arise had there been no impairment
loss.

Where the Company has investments in subsidiaries which have been liquidated, the subsidiaries distributes its
remaining net assets/(liabilities) up to the parent company via an intercompany dividend. The parent company
will offset this dividend against its investment in the subsidiary and will write off/release any residual balance
left over as an impairment charge to the Income Statement.

Leases

Leases where substantially all of the risks and rewards of ownership are transferred to the lessee are classified as
finance leases. All others are deemed operating leases. Under operating leases, properties leased to tenants are
accounted for as investment properties. In cases where only the buildings part of a property lease qualifies as a
finance lease, the land is shown as an investment property.
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SEGRO Industrial Estates Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Significant accounting policies (continued)

Revenue

Revenue includes gross rental income, joint venture management fee income, income from service charges and
proceeds from the sale of trading properties. Joint venture management fee income is recognised as income in
the period to which it relates.

Rental income

Rental income from properties let as operating leases are recognised on a straight-line basis over the lease term.
Lease incentives and initial costs to arrange leases are capitalised, then amortised on a straight-line basis over
the lease term (‘rent averaging’). Surrender premiums received in the period are included in rental income.

Service charges and other recoveries from tenants

These include income in relation to service charges, directly recoverable expenditure and management fees.
Revenue from providing services is recognised in the accounting period in which the services are rendered.
Revenue from services is recognised based on the actual service provided to the end of the reporting period as a
proportion of the total services to be provided and recognised over time. Where the Group acts as an agent,
service charge income is netted against the relevant property operating expenses.

Sale of trading properties
Proceeds from the sale of trading properties are recognised at the point in time at which control of the property
has been transferred to the purchaser. Therefore, revenue is recognised at a point in time and generally occurs on
completion of the contract.

Loans

Loans, other than bank overdrafts, are recognised initially at fair value less attributable transaction costs.
Subsequent to initial recognition, loans are stated at amortised cost with any difference between the amount
initially recognised and the redemption value being recognised in the Income Statement over the period of the
loans, using the effective interest method.

Gross borrowing costs relating to direct expenditure on properties under development or undergoing major
refurbishment are capitalised. The interest capitalised is calculated using the weighted average cost of the loan.
Interest is capitalised as from the commencement of the development work until the date of practical
completion. The capitalisation of finance costs is suspended if there are prolonged periods when development
activity is interrupted.

Trade and other receivables and payables

Trade and other receivables are booked at fair value and subsequently measured at amortised cost using the
effective interest method. Trade and other payables are initially measured at fair value, net of transaction costs
and subsequently measured at amortised costs using the effective interest method.

The Company applies the IFRS 9 simplified approach to measuring expected credit losses (‘ECLs’) which uses
a lifetime expected loss allowance for all trade receivables.

Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or
options are shown in equity as a deduction, net of tax, from the proceeds.
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SEGRO Industrial Estates Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Significant accounting policies (continued)

Income tax expense
Income tax on the profit for the year comprises current and deferred tax. Current tax is the tax payable on
taxable income for the year and any adjustment in respect of previous years.

Deferred tax is provided in full using the balance sheet liability method on temporary differences between the
carrying amounts of assets and liabilities for financial reporting purposes and the amounts used for taxation
purposes. Deferred tax is determined using tax rates that have been enacted or substantively enacted by the
reporting date and are expected to apply when the asset is realised or the liability is settled.

No provision is made for temporary differences (i) arising on the initial recognition of assets or liabilities, other-
than a business combination, that affect neither accounting nor taxable profit and (ii) relating to investments in
subsidiaries to the extent that they will not reverse in the foreseeable future.

Deferred tax assets are recognised to the extent that it is probable that suitable taxable profits will be available
against which deductible temporary differences can be utilised.

3 Critical accounting judgements and key sources of estimation uncertainty

In the application of the Company’s accounting policies, the Directors are required to make judgements,
estimates and assumptions about the carrying amount of assets and liabilities that are not readily apparent from
other sources. The estimates and associated assumptions are based on historical experience and other factors that
are considered to be relevant. Actual results may differ from these estimates. The estimates and underlying
assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in
which the estimate is revised if the revision affects only that period, or in the period of the revisions and future
periods if the revision affects both current and future periods.
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SEGRO Industrial Estates Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

3 Critical accounting judgements and key sources of estimation uncertainty (continued)

Significant areas of estimation uncertainty

Property valuations

Valuation of property is a central component of the business. In estimating the fair value, the Group engage a
third party qualified valuer to perform the valuation. Information about the valuation techniques and inputs used
in determining the fair value of the property portfolio is disclosed in the Investment Properties note of the
SEGRO plc Annual Report and Accounts for the year ended 31 December 2018.

Significant areas of judgement in applying the Company's accounting policies

Accounting for significant property transactions

Property transactions are complex in nature. Management considers each material transaction separately, with
an assessment carried out to determine the most appropriate accounting treatment and judgements applied. The
judgements include whether the transaction represents an asset acquisition or business combination and the cut
off for property transactions on recognition of property assets and revenue recognition. In making its judgement
over the cut-off for property transactions, management considers whether the control of ownership of the assets
acquired or disposed of has transferred to or from the Group (this consideration includes the revenue recognition
criteria set out in IFRS 15 Revenue for the sale of trading properties). In making its judgement on whether the
acquisition of property through the purchase of a corporate vehicle represents an asset acquisition or business
combination, management consider whether the integrated set of assets and activities acquired contain both
input and processes along with the ability to create outputs.

REIT Status

SEGRO Plc has elected for UK REIT status. To continue to benefit from this tax regime, the Group and
Company is required to comply with certain conditions as outlined in Note 10 of the SEGRO plc Annual Report
and Accounts for the year ended 31 December 2018. Management intends that the Group and Company should
continue as a UK REIT for the foreseeable future.

4 Revenue

The analysis of the Company's revenue for the year from continuing operations is as follows:

2018 2017
£000 £000

Rental income from investment property 2,316 2,188
Management fees 123 111
2,439 2,299

5 Administrative expenses

Employees
There were no employees directly employed by the Company during the year (2017: none).
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SEGRO Industrial Estates Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

S Administrative expenses (continued)

Audit fees

A notional charge of £2,000 (2017: £2,000) per Company is deemed payable to PricewaterhouseCoopers LLP in
respect of the audit of the financial statements. The actual amounts payable to PricewaterhouseCoopers LLP are
paid at Group level by SEGRO plc.

There are no fees payable to PricewaterhouseCoopers LLP and their associates for non-audit services to the
Company, as no non-audit services were provided to the Company. Fees for non-audit services provided to
SEGRO plc are disclosed in the SEGRO plc Annual Report and Accounts for the year ended 31 December
2018.

Directors’ remuneration

The Directors received no remuneration in respect of their services to the Company during the year (2017:
£Nil). Some of the Directors may also be Directors of SEGRO plc, the Company’s ultimate holding company,
and the remuneration of these Directors is disclosed in the financial statements of that Company.

6 Realised and unrealised property gain/(loss)

The analysis of the company's realised and unrealised property gain for the year is as follows:

2018 2017
£ 000 £000
(Loss)/gain from the sales of investment properties (183) 117
Valuation surplus on investment properties 6,461 9,220
6,278 9,337
7 Income tax expense
Tax charged/(credited) in the Income Statement:
2018 2017
£ 000 £000

Total current income tax
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SEGRO Industrial Estates Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

7 Income tax expense (continued)

The tax on profit before tax for the year is lower than the standard rate of corporation tax in the UK (2017 -
lower than the standard rate of corporation tax in the UK) of 19% (2017 - 19.25%).

The differences are reconciled below:

2018 2017

£000 £000
Profit before tax 8,126 11,436
Less: revaluation movement not taxable (6,461) (9,220)
Adjusted profit /(loss) on ordinary activities before tax 1,665 2,216
Corporation tax at standard rate 316 427
REIT tax exemption (316) (427)

Total tax charge/(credit) -

The standard rate of UK corporation tax is due to fall in stages to 17% by April 2020. This is unlikely to
significantly impact the Company's tax charge.

SEGRO plc elected during 2007 to become a Real Estate Investment Trust (REIT) for UK tax purposes with
effect from 1 January 2007. As a result, no UK corporation tax should be due on future income or capital gains
in respect of investment properties within the REIT group, of which the Company is a member.

8 Investment and development properties

2018 2017

£000 £000
Fair value
At 1 January 66,635 57,334
Additions 61 81
Revaluation surplus 6,461 9,220
Lease incentives amortisation (23) -
At 31 December 73,134 66,635

The Company’s properties were externally valued as at 31 December 2018 by CBRE Limited. The valuation
basis is market value, conforms to International Valuation Standards and was arrived at by reference to market
evidence of the transaction prices paid for similar properties. The Valuer above is a qualified independent valuer
who holds a recognised and relevant professional qualification and has recent experience in the relevant location
and the category of properties being valued. The Valuer has adopted a policy for the regular rotation of the
responsible valuer.
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SEGRO Industrial Estates Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

8 Investment and development properties (continued)

The comparable cost of investment properties determined under historical cost is:

2018 2017
£ 000 £ 000
Historical cost )
At 31 December 30,516 30,478

All of the Company's properties are level 3 in the fair value hierarchy as at 31 December 2018 and there were no
transfers between levels during the year.

Based on a multi-criteria approach, the following valuation techniques can be used for a same class of assets:
The yield methodology valuation technique is used when valuing the Group’s assets which uses market rental
values capitalised with a market capitalisation rate. The resulting valuations are cross-checked against the initial
yields and the fair market values per square meter derived from actual market transactions.

. For properties under construction, the fair value is usually calculated by estimating the fair value of the
completed property (using the above mentioned methodology) less estifated costs to completion.

An increase/decrease to market rental values will increase/decrease valuations, while an increase/decrease to
yield decreases/increases valuations.

There are interrelationships between all these inputs as they are determined by market conditions. The existence
of an increase in more than one input would be to magnify the impact on the valuation. The impact on the
valuation will be mitigated by the interrelationship of two inputs in opposite directions, for example, an increase
in rent may be offset by an increase in yield. Further information on these inputs and sensitivities is detailed
within the Investment Properties note of the SEGRO plc Annual Report and Accounts for the year ended 31
December 2018.

9 Amounts due from group undertakings
31 December 31 December

2018 2017
£000 £000
Amounts due from group undertakings 173,156 178,841

Amounts due from group undertakings are not interest bearing. However, where a Company is trading and its
balance has moved in the year from a debtor to a creditor this may result in an interest charge. This is charged at
the Group's average cost of sterling borrowings plus 0.5%. For the current year the rate charged was 2.1%
(2017: 3.8%). The amounts due have no fixed repayment terms.
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SEGRO Industrial Estates Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

10 Trade and other receivables
31 December 31 December

2018 2017

£000 £000
Amounts falling due within one year:
Trade Trade debtors 126 38
Loss allowance (2017: Allowance for doubtful debts) (48) (9)
Net trade Trade debtors 78 29
Prepayments and accrued income 17 57
Other Trade debtors - 181
Total 95 267

The Company applies the IFRS 9 simplified approach to measuring expected credit losses (‘ECLs’) which uses
a lifetime expected loss allowance for all trade receivables (IAS 39 was applied at 31 December 2017).
Expected loss rates are based on the historic credit loss experienced and adjusted for current and forward
information affecting the ability of the individual customers to settle receivables. The adoption of IFRS 9 did
not result in a material change in the loss allowance and impairments recognised under IFRS 9 compared to that
held under IAS 39.

11 Financial instruments

Financial assets and liabilities

Financial assets in the Company comprise trade and other receivables (excluding prepayments), inter-company
receivables and cash and cash equivalents, which are categorised as financial assets at amortised costs. Financial
liabilities comprise inter-company debt, which is categorised as financial liabilities and measured at amortised
cost, and trade and other payables (excluding rent in advance, and tax balances) which are categorised as other
financial liabilities. The carrying values of these financial assets and liabilities approximate their fair value.

The Company is funded via an inter-company non-current account ultimately provided by the Group's parent
entity SEGRO plc. Where the Company is trading this is charged at the Group's average cost of sterling
borrowings plus 0.5%. Where the Company is not trading the non-current account is not interest bearing. This
advance has no set maturity date although the parent entity has undertaken to give 12 months notice of any
demand for repayment of the balance. To date no such notice has been issued. The parent entity has also
indicated its intention to provide the support necessary to ensure the Company remains a going concern.

The Company has no bank debt, is not party to any derivative instruments and has no foreign currency
exposures as 100% of its business is UK based.

12 Dividends

A dividend of £7,500,000 was recognised during the year ended 31 December 2018 (2017: £8,250,000). After
the balance sheet date, dividends of £Nil (2017: £Nil) were proposed by the Directors and paid. The dividends
proposed after the balance sheet date have not been provided for in the current year financial statements.
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SEGRO Industrial Estates Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

13 Capital commitments

The Company had capital commitments contracted as at 31 December 2018 of £Nil (2017: £Nil).

14 Contingent liabilities
The Company had contingent liabilities as at 31 December 2018 of £Nil (2017: £Nil).

15 Trade and other payables
31 December 31 December

2018 2017

£ 000 £000
Accrued expenses and rent in advance 1,100 1,084
Social security and other taxes 23 23
1,123 1,107

16 Called up share capital

The Company has one class of ordinary shares which carry no right to fixed income. Each share carries the right
to one vote at the general meetings of the Company.

Allotted, called up and fully paid shares

31 December 31 December
2018 2017
No. £ No. £
Ordinary of £0.20 each 1,002,816,665 200,563,333.00 1,002,816,665 200,563,333.00

17 Operating leases

The company as lessor
The total future value of minimum lease payments is as follows:

31 December 31 December

2018 2017

£000 £000

Within one year 2,385 2,311
In two to five years . 9,482 9,540
In over five years 23,401 25,727
35,268 37,578
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SEGRO Industrial Estates Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

18 Parent and ultimate parent undertaking

The immediate parent undertaking is SEGRO Properties Limited.

The ultimate parent undertaking and the smallest and largest group to consolidate these financial statements is
SEGRO plc. Copies of the SEGRO plc consolidated financial statements can be obtained from Cunard House,
15 Regent Street, London, SW1Y 4LR, England.

The ultimate controlling party is SEGRO plc.

19 Subsequent events

There have been no significant events since year end.
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