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Dentsu Edinburgh Limited
Annual report and financial statements
31 December 2020

Strategic Report

The Directors present their strategic report of the business for the financial year ending 31 December
2020.

BUSINESS REVIEW

The results for Dentsu Edinburgh Limited (“the company”) are set out in Profit and Loss Account and Other
Comprehensive Income on page 11. The company recorded revenue of £4,232,466 (2019: £5,971,777)
and profit before taxation of £1,032,780 (2019: £1,921,052), both of which were impacted by challenging
trading conditions caused by the COVID-19 pandemic.

The Balance Sheet is set out on page 12, and shows a net equity position of £4,599,201 (2019: £3,709,242).
The year-on-year increase related to the total comprehensive income.

KEY PERFORMANCE INDICATORS
The trading conditions experienced during 2020 had an adverse impact on several key performance
indicators monitored by management, including:

Turnover (decline) -18.0% (2019: -2.7%)
Revenue (decline)/growth -29.1% (2019: 0.7%)

Profit before taxation (decline)/growth -46.2% (2019: 25.9%)
Operating profit margin 23.9% (2019: 31.4%)

PRINCIPAL RISKS AND UNCERTAINTIES
The Board is confident in the prospects of the business in as much that factors within our control are
considered and risks factored into our business planning.

The company reviews its relationship with clients on a regular basis and reacts accordingly to the
information it receives. Longevity in relationships is key to agency growth, so dedicated, talented and
proactive client teams are key to minimising the risk of losing any client.

Price risk is managed by ensuring we offer excellent value to our clients whilst remaining competitive in
the market.

Potential credit issues remain a risk in the current economic environment however constant risk
assessments are in place for both existing and new clients ‘as well as the maintenance of a full credit
insurance policy. ‘

Liquidity and cashflow risks are minimised by the preparation and review of forecasts on an ongoing basis
and through access to cash pooling arrangements in place with the group headed by Dentsu International
Limited.

Observing compliance within all our business activities remained a key focus for the company in 2020.

Regular reviews of our financial, legal, and data management processes and procedures are reviewed
regularly by senior management to ensure full compliance with dentsu Group policies to minimise risk.

Page 2



Dentsu Edinburgh Limited
Annual report and financial statements
31 December 2020

Strategic Report (continued)

2020 was also a successful year in terms of the delivery of environmental objectives. We successfully
delivered all targets for improvements across a number of key areas, including business travel reduction,

paper usage reduction, and recycling.

Covid-19 risk
Risk Risk description Potential risk | Risk management | Risk mitigation actions
impact strategy

COVID- The global response | Negatively Using cross- The company has taken

19 to the COVID-19 impacts the functional teams | various actions to protect
pandemic is having | performance | to identify how operating margins and
awide rangingand | of the the company may | preserve cash.
significant impact company. be impacted by The company has worked

on local and global
economies.

COVID-19 and the
practical steps
that can be taken
to mitigate any
impact.

with its parent company
Dentsu Group Inc. to
increase liquidity.

The company has increased
monitoring of cash and net
working capital positions.

FUTURE DEVELOPEMENTS

The directors continue to focus on achieving the strategic targets of the company, including organic and

new business growth.

Following on from the actions taken during 2020 as a response to the COVID-19 pandemic, the company
continues to focus on a number of key areas, which include:

e -actions to preserve operating margin and cash;
e measures to increase liquidity in partnership with Dentsu International Limited; and

e increased monitoring of cash and net working capital positions.

By order of the Board

AVAN NN N

Date: 30 September 2021
D Romijn 10 Triton Street, Regent’s Place, London, NW1 3BF
Director
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Directors’ report

The directors, who served during the year and are shown below, present their report and the financial
statements of Dentsu Edinburgh Limited (“the company”) for the year ended 31 December 2020.

PRINCIPAL ACTIVITY
The company's principal activity continued to be the selling of media advertising space and time and the
provision of digital content and campaign management for its clients' sales and marketing activities.

FINANCIAL INSTRUMENTS
The company does not use derivative financial instruments.

DIVIDENDS
The total distribution of dividends for the year ended 31 December 2020 was £nil {2019: £4,500,000).

FUTURE DEVELOPMENTS

As well as delivering the targets set by the business, the company continues to look at new and innovative
products to offer to clients. Investment in strong people to develop these new product opportunities is
key to growth going forwards, developing new capabilities we can offer to our clients.

Pricing is constantly reviewed to ensure we remain competitive across our current product streams as
well as ongoing reviews of operational efficiency, both human and technological.

Further information on future developments regarding Covid 19 is given in the Strategic Report on page
3.

GOING CONCERN

The Company intends to cease trading within 12 months from the date of these financial statements, and
allits trade and assets will be transferred to another trading entity within the Dentsu International Limited
group. As the directors do not intend to acquire a replacement trade and intend to liquidate the Company,
they have not prepared the financial statements on a going concern basis.
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Directors’ Report (continued)

DISABLED EMPLOYEES

The directors and the company have a clear policy to support our stated objective of being an equal
opportunities employer, and we continue to be committed to promoting and maintaining an inclusive and
supportive work environment which respects the dignity of staff and assists all members of our workforce
to achieve their full potential. Our premises are designed to ensure full access and a positive working
environment for colleagues with disabilities. Additional reasonable adjustments are always welcomed on
a case-by-case basis by our HR team, which is targeted on attaining delivery against potential.

EMPLOYMENT POLICIES

It is the policy of the company that there should be no unfair discrimination in considering applications
for employment, including those of disabled persons. Should any employee become disabled, every effort
is made to provide continued employment.

The directors are committed to maintain and develop communications with its employees and on a
regular basis, who in turn are encouraged to become aware of and involve themselves in the performance
of their own brand as well as the company as a whole. Detailed staff feedback is gathered through the
ongoing and wide-ranging survey of all staff via our global check-in survey. This encourages staff to give
open feedback on all aspects of their employment.

DIRECTORS
The directors who held office during the year and up to the date of this report were as follows:

D Romijn

H Nicklin (appointed 15 January 2021)

A W Blease (resigned 13 April 2021)

R S McDonald (resigned 13 January 2021)
M Platts (resigned 3 March 2020)

STATEMENT AS TO DISCLOSURE OF INFORMATION TO AUDITORS

The directors who held office at the date of approval of this directors’ report confirm that, so far as they
are each aware, there is no relevant audit information of which the Company’s auditor is unaware; and
each director has taken all the steps that they ought to have taken as a director to make themselves aware
of any relevant audit information and to establish that the Company’s auditor is aware of that information.
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Directors' Report (continued)

AUDITOR
Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and

KPMG LLP will therefore continue in office.

By order of the Board

DN~

\A ...................................................... Date: 30 September 2021
D Romijn 10 Triton Street, Regent’s Place, London, NW1 3BF
Director
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Statement of directors’ responsibilities in respect of the annual financial
statements

The directors are responsible for preparing the Strategic Report, the Directors' Report and the financial
statements in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that
law they have elected to prepare the financial statements in accordance with UK accounting standards
and applicable law (UK Generally Accepted Accounting Practice), including FRS 101 Reduced Disclosure
Framework.

Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company
for that period. In preparing these financial statements, the directors are required to:

e select suitable accounting policies and then apply them consistently;

e make judgements and estimates that are reasonable and prudent;

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

e assess the company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern; and '

e use the going concern basis of accounting unless they either intend to liquidate the company or
to cease operations, or have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company's transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006. They are 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, and have general responsibility for taking such steps as are reasonably open to them to
safeguard the assets of the company and to prevent and detect fraud and other irregularities.
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Independent auditor’s report to the members of Dentsu Edinburgh Limited

Opinion
We have audited the financial statements of Dentsu Edinburgh Limited (“the company”) for the year ended 31

December 2020 which comprise the Profit and Loss Account, Balance Sheet, Statement of Changes in Equity and
related notes, including the accounting policies in note 1.

In our opinion the financial statements:

e give atrue and fair view of the state of the company’s affairs as at 31 December 2020 and of its profit for the year
then ended;

e have been properly prepared in accordance with UK accounting standards, including FRS 101 Reduced
Disclosure Framework; and

e have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable
law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are
independent of the company in accordance with, UK ethical requirements including the FRC Ethical Standard. We
believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Emphasis of matter - non-going concern basis of preparation

We draw attention to the disclosure made in note 1 to the financial statements which explains that the financial
statements are now not prepared on the going concern basis for the reason set out in that note. Our opinion is not
modified in respect of this matter.

Fraud and breaches of laws and regulations — ability to detect

Identifying and responding to risks of material misstatement due to fraud

To identify risks of material misstatement due to fraud (“fraud risks”) we assessed events or conditions that could

indicate an incentive or pressure to commit fraud or provide an opportunity to commit fraud. Our risk assessment

procedures included:

¢ Enquiring of directors, internal audit and inspection of policy documentation as to the Company’s high-level
policies and procedures to prevent and detect fraud, including the internal audit function, and the Company’s
channel for “whistleblowing”, as well as whether they have knowledge of any actual, suspected or alleged fraud.

e Reading Board minutes.
e  Using analytical procedures to identify any unusual or unexpected relationships.
We communicated identified fraud risks throughout the audit team and remained alert to any indications of fraud

throughout the audit.

As required by auditing standards, and taking into account overall knowledge of the control environment, we perform
procedures to address the risk of management override of controls, in particular the risk that management may be in
a position to make inappropriate accounting entries and the risk of bias in accounting estimates and judgements such
as revenue recognition. On this audit we do not believe there is a fraud risk related to revenue recognition because we
do not deem the transactions to be complex and calculations are based on agreed contractual rates.

We did not identify any additional fraud risks.

In determining the audit procedures we took into account the results of our evaluation and testing of the operating
effectiveness of the Company-wide fraud risk management controls.



We also performed procedures including:

e Identifying journal entries and other adjustments to test based on risk criteria and comparing the identified entries
to supporting documentation. These included those containing key words, unbalanced entries and posted to
unrelated accounts.

Identifying and responding to risks of material misstatement due to non-compliance with laws and regulations

We identified areas of laws and regulations that could reasonably be expected to have a material effect on the financial
statements from our general commercial and sector experience, and through discussion with the directors and other
management (as required by auditing standards), and from inspection of the Company’s regulatory and legal
correspondence and discussed with the directors and other management the policies and procedures regarding
compliance with laws and regulations.

As the Company is regulated, our assessment of risks involved gaining an understanding of the control environment
including the entity’s procedures for complying with regulatory requirements.

We communicated identified laws and regulations throughout our team and remained alert to any indications of non-
compliance throughout the audit.

The potential effect of these laws and regulations on the financial statements varies considerably.

Firstly, the Company is subject to laws and regulations that directly affect the financial statements including financial
reporting legislation (including related companies legislation), distributable profits legislation, and taxation
legislation, and we assessed the extent of compliance with these laws and regulations as part of our procedures on the
related financial statement items.

Secondly, the Company is subject to many other laws and regulations where the consequences of non-compliance
could have a material effect on amounts or disclosures in the financial statements, for instance through the imposition
of fines or litigation. We identified the following areas as those most likely to have such an effect: health and safety,
anti-bribery, employment law, advertising, data protection, commercial and competition laws, regulatory capital and
certain aspects of company legislation recognising the nature of the Company’s activities. Auditing standards limit
the required audit procedures to identify non-compliance with these laws and regulations to enquiry of the directors
and inspection of regulatory and legal correspondence, if any. Therefore, if a breach of operational regulations is not
disclosed to us or evident from relevant correspondence, an audit will not detect that breach.

Context of the ability of the audit to detect fraud or breaches of law or regulation

Owing to the inherent limitations of an audit, there is an unavoidable risk that we may not have detected some material
misstatements in the financial statements, even though we have properly planned and performed our audit in
accordance with auditing standards. For example, the further removed non-compliance with laws and regulations is
from the events and transactions reflected in the financial statements, the less likely the inherently limited procedures
required by auditing standards would identify it.

In addition, as with any audit, there remained a higher risk of non-detection of fraud, as these may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls. Our audit procedures are
designed to detect material misstatement. We are not responsible for preventing non-compliance or fraud and cannot
be expected to detect non-compliance with all laws and regulations.

Strategic report and directors’ report

The directors are responsible for the strategic report and the directors’ report. Our opinion on the financial statements
does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the directors’ report and, in doing so, consider whether, based on
our financial statements audit work, the information therein is materially misstated or inconsistent with the financial
statements or our audit knowledge. Based solely on that work:

e we have not identified material misstatements in the strategic report and the directors’ report;



e in our opinion the information given in those reports for the financial year is consistent with the financial
statements; and

e in our opinion those reports have been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report to you if, in 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 statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit.

We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 7, the directors are responsible for: the preparation of the
financial statements and for being satisfied that they give a true and fair view; 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; 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 they either intend to liquidate the company
or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities

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 our opinion in an auditor’s report. Reasonable
assurance is a high level of assurance, but does not 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 aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC’s website at
www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

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

Lilit Barkhudaryan (Senior Statutory Auditor)

for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square, London, E14 5GL.

1 October 2021
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Profit and Loss Account and Other Comprehensive Income

for the year ended 31 December 2020

Notes 2020 2019

£ f

TURNOVER* 1.4 32,810,031 40,025,808
REVENUE 4,232,466 5,971,777
Operating expenses (3,220,734) (4,099,292)
OPERATING PROFIT 1,011,732 1,872,485
Interest receivable and similar income 35,268 70,120
Interest payable and similar expenses (14,220) {21,553)
PROFIT BEFORE TAXATION 1,032,780 1,921,052
Tax on profit (269,793) (423,362)
PROFIT FOR THE YEAR 889,959 1,497,690
Other comprehensive income - -
TOTAL COMPREHENSIVE INCOME FOR THE YEAR 889,959 1,497,690

*Refer to note 1.4 on page 16, where turnover is defined.

The notes on pages 14 — 29 form an integral part of these financial statements.
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31 December 2020

Balance Sheet
as at 31 December 2020

Notes 2020 2019
£ f
FIXED ASSETS
Tangible fixed assets 9 393,392 725,647
CURRENT ASSETS
Debtors 10 17,108,069 16,450,824
Cash at bank and in hand 812,416 423,482
17,920,485 16,874,306
CREDITORS
Amounts falling due within one year 11 . (13,625,775) (13,578,557)
NET CURRENT ASSETS 4,294,710 3,295,749
TOTAL ASSETS LESS CURRENT LIABILITIES 4,688,102 4,021,396
CREDITORS )
Amounts falling due after more than one year 12 (88,901) (312,154)
NET ASSETS 4,599,201 3,709,242
CAPITAL AND RESERVES
Share capital . 14 98,168 98,168
Profit and loss account 4,501,033 3,611,074
SHAREHOLDERS' FUNDS 4,599,201 3,709,242

These financial statements were approved by the board of directors and were signed on its behalf by:

N S S e, Date: 30 September 2021
D Romijn 10 Triton Street, Regent’s Place, London, NW1 3BF
Director

Company registered number: 03349501

The notes on pages 14 — 29 form an integral part of these financial statements.
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Statement of Changes in Equity
for the year ended 31 December 2020

Profit and

Share capital loss account Total equity

£ £ £

Balance at 1 January 2019 98,168 6,613,384 6,711,552
Changes in equity

Dividends - (4,500,000) (4,500,000)

Total comprehensive income - 1,497,690 1,497,690

Balance at 31 December 2019 98,168 3,611,074 3,709,242
Changes in equity

Total comprehensive income - 889,959 889,959

Balance at 31 December 2020 98,168 4,501,033 4,599,201

The notes on pages 14 — 29 form an integral part of these financial statements.
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Dentsu Edinburgh Limited
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31 December 2020

Notes
(forming part of the financial statements)

1. ACCOUNTING POLICIES

Authorisation and statement of compliance with FRS 101 ,

Dentsu Edinburgh Limited (“the company”) is a private company incorporated, domiciled and registered
in England in the UK. The registered number is 03349501 and the registered address is 10 Triton Street,
Regent’s Place, London, NW1 3BF.

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced
Disclosure Framework and in accordance with applicable accounting standards.

The company's financial statements are presented in pounds sterling.

In preparing these financial statements, the Company applies the recognition, measurement and
disclosure requirements of international accounting standards in conformity with the requirements of the
Companies Act 2006, but makes amendments where necessary in order to comply with Companies Act
2006 and has set out below where advantage of the FRS 101 disclosure exemptions has been taken.

The Company’s ultimate parent undertaking, Dentsu Group Inc., includes the Company in its consolidated
financial statements. The consolidated financial statements of Dentsu Group Inc. are prepared in
accordance with International Financial Reporting Standards and are available to the public and may be
obtained from The Secretary, Dentsu Group Inc., 1-8-1 Higashi-shimbashi, Minato-ku, Tokyo 105-7001.

1.1 Disclosure exemptions

In these financial statements, the Company has applied the exemptions available under FRS 101 in
respect of the following disclosures:

e aCash Flow Statement and related notes;

e Comparative period reconciliations for share capital;

e Disclosures in respect of capital management;

e The effects of new but not yet effective IFRSs;

e Disclosures in respect of the compensation of Key Management Personnel; and

e Disclosures of transactions with a management entity that provides key management personnel
services to the Company.

As the consolidated financial statements of Dentsu Group Inc. include the equivalent disclosures, the
Company has also taken the exemptions under FRS 101 available in respect of the following disclosures:

e Certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by
IFRS 7 Financial Instrument Disclosures.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all
periods presented in these financial statements.
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Annual report and financial statements
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Notes (continued)

1. ACCOUNTING POLICIES (continued)
1.2 Basis of preparation

Measurement convention

The financial statements for the year ended 31 December 2020 are prepared on a break up basis, in
accordance with FRS 101 Reduced Disclosure Framework, international accounting standards in
conformity with the requirements of the Companies Act 2006 (“Adopted IFRSs”), with particular attention
paid to the requirements of IFRS 9, IAS 36 and IAS 37.

Going Concern

The Company intends to cease trading within 12 months from the date of these financial statements, and
all its trade and assets will be transferred to another trading entity within the Dentsu International Limited
group. As the directors do not intend to acquire a replacement trade and intend to liquidate the Company,
they have not prepared the financial statements on a going concern basis.

1.3 Accounting estimates and uncertainties

The preparation of the financial statements requires management to make judgements, estimates and
assumptions that affect the amounts reported for assets and liabilities as at the year-end date and the
amounts reported for revenues and expenses during the year. However, the nature of estimation means
that actual outcomes could differ from those estimates. The following judgements have the most
significant effect on amounts recognised in the financial statements.

Revenue recognition

Judgement is required in selecting the appropriate timing and amount of revenue recognised, particularly
where the company recognises variable consideration. Revenue is only recognised to the extent that it is
not highly probable to result in significant reversal and, where there is a performance related element, to
the extent to which the performance criteria have been met.

Deferred tax

Judgement is required in the assessment of the expected timing and manner of realisation or settlement
of the carrying amounts of assets and liabilities held at the balance sheet date. In particular the
assessment of the amount of deferred tax assets that can be recognised, based upon the likely timing and
level of future taxable profits.
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Dentsu Edinburgh Limited
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Notes (continued)
1. ACCOUNTING POLICIES (continued)
1.4 Significant accounting policies

Turnover and revenue

Turnover represents amounts billable for advertising and media investments managed by the company
on behalf of clients, together with fees earned for media projects and market research services provided,
net of discounts, VAT and other sales-related taxes. Turnover, being the gross amount billed to third-party
customers, is still disclosed on the face of the profit and loss account as a non-GAAP measure, in line with
industry practice. Revenue comprises amounts from contracts with customer. Revenue from contracts
with customers is derived from arrangements involving fees for advertising services, commissions on
media placements, performance-related revenue or a combination of the three, as agreed upon with each
third-party customer. Revenue is recognised in line with the underlying arrangements with customers.

Revenue from contracts with customers ,

The company's major sources of revenue are from advertising and media services including planning,
buying and other ad-hoc services. The company recognises revenue in accordance with the 5-step model
established under IFRS 15 'Revenue from contracts with customers'. Further information on how the
company recognises revenue is outlined below.

The company recognises revenue when it has a binding contract with a customer. Revenue is recognised
as it transfers control of a product or service to a customer. Revenue is measured based on the
consideration to which the company expects to be entitled in a contract with a customer and excludes
amounts collected on behalf of third parties where the company is acting as an agent. The company acts
as a principal when the services are controlled by the company prior to being transferred to customers.
An assessment of key indicators including pricing discretion, inventory risk and primary responsibility, is
performed to establish if the company is an agent or a principal in a particular contract.

Most of the company's contracts include many interconnected activities which are provided to the
customer. In most instances, these activities are not considered distinct, or represent a series of activities
which are substantially the same with the same pattern of transfer to the customer. As such, these
activities are accounted for as a single performance obligation. However, when there are contracts with
activities which are capable of being distinct, these are recognised as separate performance obligations.
Where there are contracts with multiple performance obligations, the transaction price is allocated to the
separate transaction prices based on relative stand-alone selling prices.
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Dentsu Edinburgh Limited
Annual report and financial statements
31 December 2020

Notes (continued)
1. ACCOUNTING POLICIES (continued)

Revenue is recognised as the performance obligation to which it relates is satisfied. Most of the company's
revenue is recognised at a point in time. When the company recognises revenue over time it uses an
appropriate measure, commensurate to the pattern of transfer of the service to the customer, to
determine the rate of revenue recognition.

When revenue is in the form of a retainer, it is a stand-ready obligation to perform services on an ongoing
basis over the life of the contract, and it is recognised over time on a straight-line basis, unless there is
high seasonality. If there are high levels of seasonality, then the retainer revenue is recognised over time
in proportion to the level of time spent of the total expected time for the contract.

When revenue is in the form of commissions revenue is recognised as the media airs or is published,
depending on the form of the media.

Contracts may include variable consideration, such as performance related fees, which are part of the
transaction price. Such fees are recognised in line with the revenue recognised in respect of the underlying
performance obligation, to the extent that is not highly probable to result in a significant reversal.

Costs of obtaining a contract are expensed as the vast majority of the company's contracts run for 12
months or less.

Costs incurred on behalf of clients and other third-party costs that have not yet been billed to clients are
considered receivables under IFRS 15 and therefore are presented within Trade receivables and accrued
income in the balance sheet.

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

Depreciation is charged to the profit and loss account on a straight line basis over the estimated useful

lives of each part of an item of tangible fixed assets. Land is not depreciated. The estimated useful lives
are as follows: -
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Dentsu Edinburgh Limited
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31 December 2020

Notes (continued)

1. ACCOUNTING POLICIES (continued) -

Right-of-use asset Variable over the term of the lease
Leasehold property Over 50 years

Property leasehold improvements Over 5 years

Plant & equipment Over 3 years

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date.

Taxation

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss,
except that a change attributable to an item of income or expense recognised as other comprehensive
income is also recognised directly in other comprehensive income.

Current taxes are based on the results shown in the financial statements and are calculated according to
local tax rules, using tax rates enacted or substantially enacted by the balance sheet date.

Deferred tax is recognised on temporary differences arising between tax bases of assets and liabilities and
their carrying amounts in the financial statements and on unused tax losses or tax credits in the company.
Deferred tax is determined using tax rates and laws that have been enacted or substantially enacted by
the reporting date.

The carrying amount of deferred tax assets are reviewed at each reporting date and a valuation allowance
is set up against deferred tax assets so that the net carrying amount equals the highest amount that is
more likely than not to be recovered based on current or future taxable profit.

Leases

At the inception of a contract, the company assesses whether a contract is, or contains, a lease. A contract
is, or contains, a lease if the contract conveys the right to control the use of an identified asset for a period
of time in exchange for consideration.

As a lessee

At commencement or on modification of a contract that contains a lease component, along with one or
more other lease or non-lease components, the company accounts for each lease component separately
" from the non-lease components. The company allocates the consideration in the contract to each lease
component on the basis of its relative stand-alone price and the aggregate stand-alone price of the non-
lease components.

The company recognises a right-of-use asset and a lease liability at the lease commencement date. The
right-of-use asset is initially measured at cost, which comprises the initial amount of the lease liability
adjusted for any lease payments made at or before the commencement date, plus any initial direct costs
incurred, plus an estimate of costs to dismantle and remove the underlying asset or to restore the
underlying asset or the site on which it is located, less any lease incentives received.
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Notes (continued)
1. ACCOUNTING POLICIES (continued)

The right-of-use asset is subsequently depreciated using the straight-line method from the
commencement date to the end of the lease term, unless the lease transfers ownership of the underlying
asset to the company by the end of the lease term or the cost of the right-of-use asset reflects that the
company will exercise a purchase option. In that case the right-of-use asset will be depreciated over the
useful life of the underlying asset, which is determined on the same basis as those of property and
equipment. In addition, the right-of-use asset is periodically reduced by impairment losses, if any, and
adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted using the interest rate implicit in the lease or, if that rate cannot be
readily determined, the company's incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise the following:

¢ fixed payments, including in-substance fixed payments;

e variable lease payments that depend on an index or a rate, initially measured using the index or
rate

e asat the commencement date '

e amounts expected to be payable under a residual value guarantee; and

e the exercise price under a purchase option that the company is reasonably certain to exercise,

e lease payments in an optional renewal period if the company is reasonably certain to exercise an
extension option, and

e penalties for early termination of a lease unless the company is reasonably certain not to
terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured
when there is a change in future lease payments arising from a change in an index or rate, or if there is a
change in the company's estimate of the amount expected to be payable under a residual value
guarantee, or if the company changes its assessment of whether it will exercise a purchase, extension or
termination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying
amount of the right-of-use asset, to the extent that the right-of-use asset is reduced to nil, with any further
adjustment required from the remeasurement being recorded in profit or loss.

The company presents right-of-use assets that do not meet the definition of investment property in
'tangible assets' and lease liabilities in "lease liabilities" in the statement of financial position.

Short-term leases and leases of low-value assets

The company has elected not to recognise right-of-use assets and lease liabilities for lease of low-value
assets and short-term leases. The company recognises the lease payments associated with these leases
as an expense on a straight-line basis over the lease term.
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Notes (continued)
1. ACCOUNTING POLICIES (continued)

Foreign currency transactions and balances

The company's functional currency and presentation currency is pounds sterling. Transactions in foreign
currencies are initially recorded in the functional currency by applying the spot exchange rate ruling at
the date of the transaction. Monetary assets and liabilities denominated in foreign currencies are
retranslated at the functional currency rate of exchange ruling at the balance sheet date. All differences
are taken to profit and loss account. Non-monetary items that are measured in terms of historical cost in
a foreign currency are not retranslated.

The company does not apply hedge accounting of foreign exchange risks in its company financial
statements.

Employee benefit costs

A defined contribution plan is a post-employment benefit plan under which the company pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further
amounts. Obligations for contributions to defined contribution pension plans are recognised as an
expense in the profit and loss account in the periods during which services are rendered by employees.

Financial instruments

Financial assets

Classification and measurement of financial assets

All financial assets are initially measured at fair value. Management determines the classification and
subsequent measurement of the financial asset based on the contractual terms at the initial recognition
date. The classifications and subsequent measurement include the following:

Impairment of financial assets

The company considers evidence of impairment for these assets at both an individual asset and a
collective level at each reporting date. All individually significant assets are individually assessed for
impairment. Those found not to be impaired are then collectively assessed for any impairment that has
been incurred but not yet individually identified.

The impact of the change in impairment methodology on the company's retained earnings and equity is
disclosed in consolidated statement of changes in equity.

While cash and cash equivalents and some of other financial assets measured at amortised cost such as

loan receivables are also subject to the impairment requirements of IFRS 9, the identified impairment loss
was immaterial.
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Notes (continued)
2. REVENUE

Analysis of revenue

2020 2019

£ f

United Kingdom 3,664,916 5,590,336
Rest of the World 567,550 381,441
4,232,466 5,971,777

All revenue is derived from media planning and buying services.
Assets and liabilities related to contracts with customers

Contract asset balances recognised at 31 December 2020 total £1,209,875 (2019: £869,994). These
balances are presented within Debtors and mainly represent accrued income where a performance
obligation has been satisfied but the right to consideration is conditional and has not yet been billed.

Contract liability balances recognised at 31 December 2020 total £216,907 (2019: £232,377). These
balances relate to advanced consideration received but not recognised as revenue at the period end.

Unsatisfied long-term performance obligations

As permitted under IFRS 15, a practical expedient has been applied and the transaction price allocated to
unsatisfied performance obligations for contracts with an expected duration of less than one year is not
disclosed.

Assets recognised from costs to obtain or fulfil a contract
As at 31 December 2020 and 31 December 2019, there are no material contract assets in relation to the

costs to obtain or fulfil contracts with customers.

3. EMPLOYEES AND DIRECTORS

2020 2019

£ f

Wages and salaries 1,705,539 2,549,305
Social security costs 175,065 265,192
Other pension costs 55,551 80,765
1,936,155 2,895,262
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3. EMPLOYEES AND DIRECTORS (continued)

The average number of employees during the year was as follows:

2020 2019
Media 47 6l
Administration and management 4 4
51 65

Remuneration to directors was as follows:
2020 2019
£ £

Directors' remuneration

The directors of the company are also directors of the other group undertakings. Their remuneration for
the year was paid by fellow group related undertakings. The directors do not consider it is practicable to
apportion this amount between their services as directors of the company and their services as directors
of the fellow group undertakings.

4. INTEREST RECEIVABLE AND SIMILAR INCOME

2020 2019

£ 3

Interest receivable from deposits held with group undertakings 14,220 70,120
5. INTEREST PAYABLE AND SIMILAR EXPENSES

2020 2019

£ f

Interest charge for right-of-use assets 35,268 21,553
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Notes (continued)
6. PROFIT BEFORE TAXATION

The profit before taxation is stated after charging/(crediting):

2020 2019
£ f
Depreciation — owned assets 111,412 127,535
Depreciation — right-of-use assets 220,843 220,843
Profit on disposal of fixed assets - (535)
Auditor’s remuneration 15,528 12,500
Foreign exchange differences (107,167) 16,576
7. TAXATION
Analysis of tax expense
2020 2019
£ f
Current Tax
UK corporation tax on the charge for the year 213,216 423,560
Adjustment in respect of prior years (41,361) -
Total current tax 171,855 423,560
Deferred tax
Charge for the year (3,688) (198)°
Adjustment in respect of previous years (25,345) 0]
Total deferred tax {29,034) (198)
Tax on profit on ordinary activities 142,821 423,362

Factors affecting the tax expense

The tax assessed for the year is higher than the standard rate of corporation tax in the UK. The difference
is explained below:
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7. TAXATION (continued)

2020 2019

£ f

Profit before tax on ordinary activities 1,032,780 1,921,052
Tax at the UK corporation tax rate of 19% (2019: 19%) 196,228 364,999
Adjustments in respect of prior years (66,706) -
Expenses not deductible for tax purposes 13,299 61,824
Origination and reversal of timing differences - (3,462)
Tax charge on ordinary activities 142,821 423,362

Factors that may affect future tax charges

The main rate of corporation tax for 2020 is 19% (2019: 19%), of the estimated assessable profit for the
year. The Government announced in the 2021 Budget that the corporation tax rate will remain at 19%
until 1st April 2023 when it will be increased to 25%.
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8. DIVIDENDS
2020 2019
£ £
Interim - 4,500,000
9. TANGIBLE FIXED ASSETS
Property
Right-of-use leasehold Plant and
assets improvements equipment Total
£ £ £ £
CosT
At 1 January 2020 736,143 314,973 210,191 1,261,307
At 31 December 2020 736,143 314,973 210,191 1,261,307
DEPRECIATION
At 1 January 2020 220,843 155,678 159,139 535,660
Charge for the year 220,843 68,151 43,261 332,255
At 31 December 2020 441,686 223,829 202,400 867,915
NET BOOK VALUE
At 31 December 2019 515,300 159,295 51,052 725,647
At 31 December 2020 294,457 91,144 © 7,791 393,392
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10. DEBTORS
2020 2019
£ f
Amounts falling due within one year:

Trade debtors 4,751,357 9,534,110
Amounts owed by group undertakings 10,977,545 5,953,019
Other debtors 2,277 3,388
Prepayments and accrued income 1,323,125 935,576
17,054,304 16,426,093

Amounts falling due after more than one year:
Deferred tax 53,765 24,731
17,108,069 16,450,824

11. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

2020 2019
£ £
Leases (see note 13) 223,253 215,661
Trade creditors 2,800,197 3,066,219
Corporation tax 594,165 737,310
Social security and other taxes 545,148 582,071
Other creditors 212,450 321,406
Accruals and deferred income 9,146,562 8,655,890
Amounts owed to group undertakings 104,000 .
13,625,775 13,578,557
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12. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

2020 2019
£ f
Leases (see note 13) 88,901 312,154
13. LEASING
2020 2019
£ £
Current:
Leases 223,253 215,661
Non-current:
Leases 88,901 312,154
More than 5
1 year or less 1-2 years 2-5 years years Total
£ £ £ £ £
Leases 223,253 88,901 - - 312,154
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13. LEASING (continued)

Lease liabilities

Minimum lease payments fall due as follows:

2020 2019
£ £
Gross obligations repayable:

Within one year 229,881 229,881
Between one and five years 89,433 319,314
In more than five years - -
319,314 549,195

Finance charges repayable:
Within one year 6,628 14,220
Between one and five years 532 7,160
In more than five years - -
7,160 21,380

Net obligations repayable:
Within one year 223,253 215,661
Between one and five years 88,901 312,154
In more than five years - -
312,154 527,815

Operating leases not capitalised

At 31 December 2020, the company had annual commitments under non-cancellable operating leases of
£nil (31 December 2019, non-cancellable operating leases of £nil).

Page 28



Dentsu Edinburgh Limited
Annual report and financial statements
31 December 2020
Notes (continued)

14. CALLED UP SHARE CAPITAL

Allotted, issued and fully paid:

Nominal 2020 2019
Number: Class: Value: £ £
98,168 Ordinary f1 98,168 98,168

15. RELATED PARTY DISCLOSURES

The company has taken advantage of the exemption under paragraph 8(k) of FRS 101 not to disclose
transactions with fellow wholly owned subsidiaries.

Sales and purchases between related parties are made on an arm's length basis. Outstanding balances
with entities other than subsidiaries are unsecured, interest free and cash settlement is expected within
60 days of invoice. Terms and conditions for transactions with subsidiaries are the same, with the
exception that balances are placed on intercompany accounts with no specified credit period. The
company has not provided or benefitted from any guarantees for any related party receivables or
payables. During the year ended 31 December 2020, the company has not made any provision for
doubtful debts relating to amounts owed by related parties (2019: £nil).

16. ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

The Company’s immediate parent undertaking is Dentsu London Limited, a company incorporated in
Great Britain and registered in England and Wales. The ultimate parent undertaking and controlling party
is Dentsu Group, Inc., a company incorporated in Tokyo and registered in Japan.

Dentsu Group Inc., is the parent undertaking of the largest group for which group financial statements are
prepared and of which the Company is a member. Copies of Group financial statements can be obtained
from: The Secretary, Dentsu Group Inc., 1-8-1 Higashi-shimbashi, Minato-ku, Tokyo 105-7001. The
smallest group in which the results of the company are consolidated is the group headed by Dentsu
International Limited.
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