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Strategic report

The Directors present therr strategic report on Nissay Schroders Asset Management Eurcpe Limited (the
Company) and the audited financial statements of the Company for the year ended 31 December 2013

Results and review of the business
The profit for the year, after tax, was £1,420,000 (2012 £1,037,000 profit after tax)

The principal activity of the Company during the year was to provide investment management services
There have not been any significant changes in the Company's pnncipal activity in the year under review
The Directors are not aware, at the date of this report, of any matenal change to the Company's actvities
in the next year The Company I1s regulated by the Financial Conduct Authonty

As shown in the Company’s profit and loss account on page 7, the Company’s turnover has increased
eighteen per cent on the prior year

The balance sheet on page 8 of the financial statements shows that the Company had net assets of
£3,591,000, eleven per cent higher than the previous year

The Directors consider the results and the Company's financial position at 31 December 2013 to be
satsfactory

The economic environment 15 expected to remain unchanged in 2014, although this 1s not certain, and
the Company I1s well placed to take advantage of any opportunities this may present

Principal risks and uncertainties

Competitive pressure In the iInvestment management market 1s a continuing nsk for the Company, which
couid result in it losing key clients The Company manages this nsk by providing added value services to
its customers, having fast response times n handling all customer quenes, and by mantaining strong
relationships with customers

The main business nsk is suffering poor long term performance of the funds operated by the Company
The Board regularly reviews the performance of these funds to ensure that any detenicration In
performance Is highlighted and any necessary acticn taken

Key performance indicators

The Directors of the Company consider a number of key performance indicators {KPIs} for the Company

The KPIs include assets under management, turnover and operating expenses as well as regulatory capital
requirements

Approved by the Board of Directors and signed on its behalf by

QL/\
Shin Matsus
Director

19 March 2014
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Directors’ report

The Directors present their report and the audited financial statements of the Company for the year ended 31
December 2013

General information

The Company 1s a company imited by shares incorporated in England and Wales The Company has two
shareholders, Nippon Life Insurance Company and Schroder International Holdings Limited who own 67
per cent and 33 per cent of the called up share capital respectively Although Nippon Life Insurance
Company holds the majonity of the ssued capital and has the nght to appont four out of six Board
Directors, control of the Company i1s effectively split between the two shareholders

Dividends

Dunng the year the Directors declared an intenm dividend of £1,050,000 (2012 £1,225,000) in respect of the
year ended 31 December 2013 which was paid to the members of the Company on 29 July 2013

Financial nsk management

Credtt nsk

The Company has exposure to credit nsk from its normal activities where the nsk is that a counterparty will be
unable to pay in full the amounts when due The counterparties for the Company are predominantly related
parties and cash at bank The balances are monitored regularly and historically, defaults have been nil The
cash at bank i1s held with institutions that are A rated by S&P and BBB rated by Moody's

Liguidity nsk

Liguidity risk 1s the nsk that the Company cannot meet its obligations as they fall due or can only do sc at a
cost The Company holds sufficient iquid funds to cover the normal course of business

Going concern

Taking all the above factors into consideration, including the nature of the Company and sts activities, the
Drectors are satisfied that, at the time of approving the financial statements, there 1s a reasonable
expectatton that the Company has adequate resources to continue in operational existence for the
foreseeable future For this reason the Directors continue to adopt the going concern basis In preparing the
financial statements

Directors
The Directors who were in office dunng the year and up to the date of signing the financial statements,

except where noted below, are listed on page one From 1 January 2013 up to the date of signing of the
financtal statements the following changes have taken place

Name Appointed Resigned
Shin Matsui {Chairman) 26 March 2013

Takesh Furuich 25 March 2013
Yutaka |deguchi 25 March 2013
Hiroyuki Nishi 25 March 2013

Hiroyuki Shoyi 25 March 2013
Nakashima Toshihiro 25 March 2013

Directors’ liability insurance

Directors’ and Officers’ hability insurance is taken out by the Company for the benefit of its Directors
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Directors’ report (continued)

Auditors and disclosure of information to auditors

In accordance with Section 487(2) of the Companies Act 2006 and in the absence of a notice proposing that
the appointment be terminated at a general meeting, the current auditors, PncewaterhouseCoopers LLP, are
deemed to be reappointed for the next financial year

To the best of the Directors’ knowledge there 1s no relevant audit nformation of which the Company’s auditors
are unaware Each of the Directors has taken all reasonable steps that ought to have been taken by hm as a
Director in order to make himself aware of any relevant audit information and to establish that the Company’s
auditors are aware of such information

Statement of Directors' responsibilities

The Directors are responsible for preparing the Directors’ report, strategic 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
the Drrectors have elected to prepare the financial statements in accordance with Uruted Kingdom
Generally Accepted Accounting Practice (United Kingdom Accounting Standards and apphcable 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 these financial statements, the Directors are required to

select suitable accounting policies and then apply them consistently,
make judgements and accounting estimates that are reasonable and prudent,
state whether applicable UK Accounting Standards have heen followed, subject to any matenat
departures disclosed and explained in the financial statements, and

+ prepare the financial statements on the going concern basis unless It 1s inappropnate 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 tme the financial posttion of the
Company and enable them to ensure that the financial statements comply with the Companies Act 2006 They 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 iregulantes

Approved by the Board of Directors and signed on its behaif by

P2

Sﬁnatsw Registered Office
Director . 31 Gresham Street
19 March 2014 London EC2V 7QA

Regstered in England and Wales No 03709605
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Independent auditors’ report to the members of Nissay
Schroders Asset Management Europe Limited

Report on the financial statements

Our opinion
In our opinion the financial statements

+ give a true and farr view of the state of the Company's affars as at 31 December 2013 and of its
profit and cash flows for the year then ended,

+ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

» have been prepared In accordance with the requirements of the Companies Act 2006

This opinion 1$ to be read in the context of what we say below

What we have audited
The financial statements for the year ended 31 December 2013, which are prepared by Nissay Schroders
Asset Management Europe Limited, comprise

« the profit and loss account, the reconciliation of shareholders' funds, the balance sheet, the cash
flow statement, and
+ related notes

The financial reporting framework that has been applied in their preparation comprises applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Prachce)

In applying the financial reporting framework, the Directors have made a number of subjective judgements,
for example 1n respect of significant accounting estmates 1n making such estmates, they have made
assumptions and considered future events

What an audit of financial statements involves

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) (ISAs (UK
& Iretand)) An audit involves cobtaining evidence about the amounts and disclosures in the financial
statements sufficient to give reasonable assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or error This includes an assessment of

« whether the accounting policies are appropriate to the Company's circumstances and have been
consistently applied and adequately disclosed,

« the reasonableness of significant accounting estimates made by the Directors, and

- the overall presentation of the financial statements

In addition, we read all the financial and non-financial information in the Annual Report and Accounts to
tdentify matenal inconsistencies with the audited financial statements and to dentfy any information that i1s
apparently matenally incorrect based on, or matenally inconsistent with, the knowledge acquired by us in
the course of performing the audt |f we become aware of any apparent matenal misstatements or
inconsistencies we consider the implications for our report

Opinion on matter prescribed by the Companies Act 2006

In our opinion the information given in the strategic report and the Directors’ report for the financial year for
which the financial statements are prepared 1s consistent with the financial statements
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Independent auditors’ report to the members of Nissay
Schroders Asset Management Europe Limited
(continued)

Other matters on which we are required to report by exception

Adequacy of accounting records and information and explanations received
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, or returns adequate for our audit have not been
received from branches not visited by us, or

= the financial statements are not in agreement with the accounting records and returns

We have no exceptions to report anising from this responsibility

Directors’ remuneration

Under the Companies Act 2006 we are required to report if, in our opinion, certain disclosures of Directors’
remuneration specified by law have not been made We have no exceptions to report ansing from this
responsibility

Responsibilities for the financial statements and the audit

Our responsibilities and those of the Directors

As explained more fully in the Directors’ responsibilities statement set out on page 4, the Directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
farr view

Our responsibility 1s to audit and express an opinion on the financial statements In accordance with
applicable law and 1SAs (UK & Ireland) Those standards require us to comply with the Auditing Practices
Board's Ethical Standards for Auditors

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 1Is shown or into whose hands it may come save where expressly agreed by our pnor
consent In writing

Vhomas

Thomas Robb (Senior Statutery Auditor)

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

19 March 2014
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Profit and loss account

for the year ended 31 December 2013

2013 2012

Note £'000 £'000

Turnover 4,073 3,450
Administrative expenses (2,238) (2,088}
Operating profit 1,837 1,362
Interest recewvable and similar mcome 14 13
Profit on ordinary activities before taxation 2 1,851 1,375
Tax on profit on ordinary actwities 4 (431) {338)
Profit for the financial year 10 1,420 1,037

There 1s no matenal difference between the profit for the year and the retained profit for the year stated
above and their historical cost equivalents

In the current and preceding years there are no recognised gains or losses other than the profit on ordmary
actvites disclosed above Accordingly, no statement of total recognised gains or losses is presented

All results are denved from continuing operations

Reconciliation of movements in shareholders' funds

for the year ended 31 December 2013

2013 2012

Note £000 £'000
Profit for the financial year 1,420 1,037
Dividends 6 (1,050) {1,225)

Net change in shareholders’ funds 370 (188)
Opening shareholders' funds 3,221 3,409

Closing shareholders’ funds 3,591 3,221
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Balance sheet
as at 31 December 2013
2013 2012
Note £'000 £000
Current assets
Debtors 7 1,705 515
Cash at bank and in hand 12 2,633 3,555
4,338 4,070
Creditors - amounts falling due within one year 8 (747) (849)
(747) (849)
Total assets less current liabilities 3,591 3,221
Net assets 3,591 3,221
Capital and reserves
Called up share capital 9 1,750 1,750
Profit and loss account 10 1,841 1,471
Total shareholders’ funds 3,591 3,221

The financial statements on pages 7 to 16 were approved by the Board of Directors on 19 March 2014 and were

stgned on its behalf by

Shin Ma
Director
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Cash flow statement

for the year ended 31 December 2013

2013 2012
Note £000 £'000
Net cash flow from operating activities 1" 511 1,551
Returns on investment and servicing of finance
Interest receved 14 13
Taxation (397) (146)
Equity dividends paid to shareholders {1,050) {1,225)
{Decrease) / increase in net cash 12 (922) 193

Cash has fallen by £922,000 i the year as £1,209,000 of sub-management fees should have been
received from Schroder Investment Management Limited duning December 2013 but were only received on
2 January 2014
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Notes to the financial statements

for the year ended 31 December 2013
1. Accounting policies

Unless otherwise stated, the accounting policies have been consistently applied The policies have been
set out within the relevant note

Accounting convention

The financial statements have been prepared under the historical cost convention and in accordance with
the Companies Act 2006 and apphcable United Kingdom accounting standards The financial statements
are prepared on the going concern basis as descrnibed in the Directors’ report

2. Profit on ordinary activities before taxation

Turnover represents management fees, comnmissions and other inceme receivable, exclusive of Value
Added Tax

Management fee income 1s recognised to the extent that it 1s probable that the economic benefits will flow
to the Company and the turnover can be reliably measured Management fee income I1s accrued over the
penod for which the service I1s provided

Foreign currency financial assets and liabities are translated at the rates of exchange ruling at the balance
sheet date and any exchange differences ansing are taken to the profit and loss account within
‘Administrative expenses’

Profit on ordinary activities before taxation i1s stated after charging

2013 2012
£'000 £'000
Salaries and other remuneration 427 428

The average monthly number of employees during the year were made up as follows

2013 2012
Investment managers and support staff 6 6
3. Auditors’ remuneration

2013 2012

£'000 £'000
Fees payable for the audit of the company 15 15
Fees payable for audit-related assurance services 3 3

18 18
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Notes to the financial statements

for the yea;' ended 31 December 2013

4, Tax on profit on ordinary activities

Current tax, including United Kingdom corporation tax and foreign tax, 1s provided at amounts expected to
be paid (or recovered) using tax rates and laws that have been enacted or substantively enacted by the
balance sheet date

Deferred taxation 1s provided on tirming differences that result 1n an obligation at the balance sheet date to
pay more tax, or a right to pay less tax, at a future date, at rates expected to apply when they crystallise
based on current tax rates and law Timing differences anse from the inclusion of items of iIncome and
expenditure in taxation computations in periods different from those in which they are included in financial
statements Deferred tax assets are recognised to the extent that it is regarded as more likely than not that
they will be recovered Deferred tax assets and liabilities are not discounted

{a} Analysis of charge In year

2013 2012

£'000 £'000
Current tax:
Corporation tax charge 431 338
Adjustments in respect of previous years (1) -
Total current tax 430 338
Ongination and reversal of iming differences 1 -
Total deferred tax 1 -
Tax on profit on ordinary activities 431 338

{b) Factors affecting current and future tax charges

The United Kingdom standard rate of corporation tax reduced from 24 per cent to 23 per cent on 1 Apni
2013 resulting 1n @ United Kingdom effective tax rate for the year of 23 25 per cent (2012 24 5 per cent )
The current tax for the year 1s higher (2012 higher) than that computed using the effective rate of
corporation tax in the United Kingdom of 23 25 per cent (2012 24 5 per cent) The differences are
explained below

2013 2012
£'000 £000
Profit before tax 1,851 1,375
Profit before tax multiphed by corpoeration tax at the United Kingdom 431 337
effective rate of 23 25 per cent (2012 24 5 per cent )
Adjustments in respect of previous periods (1) -

Total current tax charge for the year 430 338
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Notes to the financial statements

for the year ended 31 December 2013

4. Tax on profit on ordinary activities (continued)

(c) Deferred tax asset

Capital allowances

2013 2012

£°000 £'000
At 1 January 1 1
Current year movement (1) -
At 31 December - 1

5 Directors' emoluments

The emoluments set out below are i respect of 2 (2012 1) Directors whose emoluments were charged In
full to the Company during the year The Directors received no remuneration in respect of their services as
Directors, but received the foilowing remuneration in connection with the management of the affarrs of the
Company The other 7 (2012 7) Directors received no emaluments for their services to the Company

2013 2012
£'000 £'000
Aggregate emoluments 137 134

6. Dividends

Dividends unpaid at the balance sheet date are only recognised as a liability at that date to the extent that
they are appropriately authonsed and are no longer at the discretion of the company Unpaid dividends
that do not meet these cnteria are disclosed in the notes to the financial statements

Diwvidends have been paid in proportion to the percentage of called up share capital of the Company

2013 2012
Pence per Pence per
£'000 share £'000 share
Intenm dividend 1,050 60 0 1,225 700
7. Debtors
2013 2012
£'000 £'000
Trade debtors 1,572 293
Other debtors 132 221
Prepayments 1 1
1,705 515

Trade debtors includes £1,209,000 of sub-management fees due from Schroder Investment Management
Limited that were received on 2 January 2014
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Notes to the financial statements

for the year ended 31 December 2013

8. Creditors - amounts falling due within one year

2013 2012
£'000 £'000
Corporation tax 217 185
Other creditors 530 664
747 849
9. Calied up share capital
2013 2012
Allotted and fully paid:
"A' Shares of £1 each 1,172,500 1,172,500
'B' Shares of £1 each 577,500 577,500

1,750,000 1,750,000

Nippon Life Insurance Company holds 1,172,500 ‘A’ shares representing 67 per cent of the called up
share capital of the Company

Schroder International Holdings Limited holds 577,500 ‘B’ shares representing 33 per cent of the called up
share capital of the Company

All of the ‘A’ and ‘B’ shares held have full and equal voting and dividend rights

10. Combined statement of movements in shareholders’ funds and statement of movements on
reserve

Called up Profit and

share loss
capital account Total 2013 Total 2012
£'000 £'000 £'000 £000
At the beginning of the year 1,750 1,471 3,221 3,409
Prefit for the financial year - 1,420 1,420 1,037
Dividends - {1,050) (1,050) {1,225)

At the end of the year 1,750 1,841 3,591 3,221




Nissay Schroders Asset Management Europe Limited
Annual Report and Accounts
Year Ended 31 December 2013 14

Notes to the financial statements

for the year ended 31 December 2013

11. Net cash flow from operating activities

Reconciiation of operating profit to net cashflows from operating activities

2013 2012

£'000 £000
Operating profit 1,837 1,362
(Increase) / decrease in debtors (1.191) 26
{Decrease) / increase in creditors (135) 163
Net cash inflow from operating activities 511 1,551

Trade debtors have rnisen by £1,191,000 in the year with £1,209,000 of sub-management fees due from
Schroder Investment Management Limited outstanding at year-end that were received on 2 January 2014

12. Movements in cash

2013 2012
£000 £000
Balance at 1 January 3,555 3,362
Net cash (outflow) / inflow (922) 193
At 31 December 2,633 3,555
Analysis of balances
Cash at bank 2,633 3,555

Cash has fallen by £922,000 in the year as £1,209,000 of sub-management fees should have been
received from Schroder Investment Management Limited dunng December 2013 but were only received on
2 January 2014

13. Related party transactions

(a) Transactions between related parties

As disclosed in note 9, ownership of the Company 1s spht between Nippon Life Insurance Company and
Schroder International Holdings Limited

Schroder Investment Management Limited (SIM), a related party of Schroder International Holdings
Limited, provided accounting, secretanal and administrative services to the Company during the year SIM
also paid the Company sub-management fees in the year

The balance due from SIM as at 31 December 2013 (see note 7 trade debtors) includes £1,208,000 of sub-
management fees that were received on 2 January 2014

2013 2012
£'000 £'000
Fees payable to SIM 1,426 1,266
Fees receivable from SIM 3,987 3,347
Balance due to SiM at 31 December 281 315

Balance due from SIM at 31 December 1,572 405
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Notes to the financial statements

for the year ended 31 December 2013

13. Related party transactions
{a) Transactions between related parties

Nippon Life Insurance Company {NLI) seconded staff to the Company and was reimbursed under the
secondment agreement

2013 2012
£'000 £'000
Fees payable to NLI 412 347

Balance due to NLI at 31 December - -

NLI International Plc (NIP), a subsidiary of Nippon Life Insurance Company, provides adminisirative
services

2013 2012
£000 £'000
Fees payable to NIP 28 182
Balance due to NIP at 31 December 7 8

Nissay Asset Management Corporation (NAMCQO), a subsidiary of Nippon Life Insurance Company,
seconded staff to the Company, reimbursed an admiristration fee and paid the Company an investment
advisory fee

2013 2012
£'000 £'000
Fees payable to NAMCO 44 222
Fees receivable from NAMCO 86 103
Balance due to NAMCO at 31 December - 23
Balance due from NAMCO at 31 December 22 67

Transactions with related parties were made at market rates The amounts outstanding are unsecured and
will be settled in cash No guarantees have been given or received No expense for bad or doubtful debts
has been recogrised In the year in respect of the amounts owed by related parties
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Notes to the financial statements

for the year ended 31 December 2013

13. Related party transactions

(b) Key management personnel compensation

The Company has determined that the Board of Directors of the Company are the key management
personnel of the Company

The remuneration of key management personnel during the year was as follows

2013 2012
£'000 £'000
Short-term individual benefits 137 134

14. Ultimate parent undertaking

As stated in the Directors’ report, ownership of the Company ts split 67 33 between Nippon Life Insurance
Company, a company Incorporated in Japan and Schroder International Holdings Limited, a company
incorporated in England and Wales The ulhmate parent company of Schroder International Holdings
Limited is Schroders plc, a company incorporated in England and Wales

Although Nippon Life Insurance Company holds the majority of issued capital and has the rnight to appont
four out of six Board Directors, control of the Company is effectively split between the two shareholders




