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Strategic report

The directors of UD Europe Limited (“the Company ’) present their strategic report for the year ended 31 December
2018.

Principal activities

The principal activity of the Company is to devefop, buy, lease and sell real estate.

Business review )
The Company is a wholly-owned subsidiary of NTT Urban Development Corporation, incorporated in Japan.’

During the year, the Company capitalised £5.1 million (2017: £1.9 million) to develop the leasehold property at 20
Finsbury Circus. The Company sold their freehold property at 265 Strand, London on 18 April 2018 for net
consideration of £80.5 million, which resulted in the profit on disposal of £2.0 million. As a result, the Company owns
two properties in central London - the properties at 1 King Williams Street and the leasehold property at 20 Finsbury
Circus at the balance sheet date. '

At the balance sheet date, the Company held net assets' of £147.30 million (2017: £137.0 million).

Although the Company has net current liabilities of £29.6 million (2017: £107.6 million), the directors continue to
prepare the financial statements on a going concern basis. The committed. line with the NTT group is expected to
satisfy its funding requirements over the next twelve months from the approval date. of the financial statements. The
committed line in place at the approval date of the financial statements is £150 million. Brexit risks against rental
income and constructions are covered by long-term lease contracts, a pre-let agreement or a fixed price construction
contract. The directors have a reasonable expectation that the Company has adequate resources to continue in
operational existence for the foreseeable future. Accordmgly, they will continue to adopt the going concern basis in
preparing the annual report and accounts.

Key performénce’ indicator

The Company’s key financial indicator was a profit before taxation, disposa!l of investment property and revaluation
of investment property which was £3.8 million (2017: £7.6 million). The decrease in profit before taxation, disposal
of investment property and revaluation of investment property resulted from decreases in rental income from the
property at 20 Finsbury Circus being under refurbishment throughout the year and the property at 265 Strand being
sold durmg the year.

Principal risks and uncertainties facing the business

The principal financial risk to which the Company is exposed is valuation risk. The propertles at-1 King Wllhams
. Street and 20 Finsbury Circus are subject to annual revaluations.

As the valuations at which these assets are shown in the Company’s balance sheet reflect current conditions in the
London property market, the Directors do not consider the Company to be exposed to any significant valuation risk.

!

‘By order of the board ‘ .

Seiji Okinaga.
Director

1st Floor, 1 King William
Street, London EC4N 7AR

126 June 2019



Directors’ report
The directors of UD Europe Limited present their director’s report for the year ended 31 December 2018.

Directors )

The Directors who held office during the year were as follows:
Seiji Okinaga -

Toshiaki Tanaka

Yoko Okubo

Dividends .
The directors do not recommend the payment of a dividend for the year (2017: Nil).

Political contributions

The Company made-no political cbntributiqns during the year (2017: Nil).

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are aware,

there is no relevant audit information of which the Company’s auditor is unaware; and the directors have taken all the

steps that they ought to have taken as directors to make themselves aware of any relevant audit information and to-
establish that the Company’s auditor is aware of that information.

Post balance sheet eveﬁts

None

Auditor

KPMG LLP will be deemed reappointed for the next financial year in accordance with Section 487 (2) of the
Companies Act 2006 and, unless the company receives notice under Section 488 (1) of the Act.

" By order of the board

Seiji Okinaga ' o ‘
Director
1st Floor, 1 King William
Street, London EC4N 7AR
26 June 2019



Statement of ‘directors’ responsibilities in respect of the Strategic Report, the
Directors’ Report and the financial statements '

The directors are responsible for preparing the Strategic Report and 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 102, The Financial Reporting Standard applicable in the
UK and Republic of Ireland. ’ :

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;

o 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.



Independent Auditor’s report to the members of UD Europe Limited

Opinion N

We have audlted the financial statements of UD Europe Limited for the year ended 31 December 2018 which comprise
the Statement of Income and Retained Earnings, the Balance Sheet and related notes, mcludmg the accounting policies
in note 1. .

In our opinion the financial statements:

e giveatrueand fair view of the state of the company’s affairs as at 31 December 2018 and of its profit for the year
- then ended; 2
e have been properly prepared in accordance with UK accounting standards, including FRS 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland, and
e have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opfnion
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.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate the
‘company or to cease its operations, and as they have concluded that the company’s financial position means that this
is realistic. They have also concluded that there are no material uncertainties that could have cast significant doubt
over its ability to continue as a going concern for at least a year from the date of approval of the financial statements
(“the going concern period”).

We are required to report to you if we have concluded that the use of the going concern basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis
for a period of at least a year from the date of approval of the financial statements. In our evaluation of the directors’
conclusions, we considered the inherent risks to the company’s business model, including the impact of Brexit, and
analysed how those risks might affect the company’s financial resources or ability to continue operations over the
going concern period. We have nothing to report in these respects. :

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that
_are inconsistent with judgements that were reasonable at the time they were made, the absence of reference to a
material uncertainty in this auditor's report is not a guarantee that the company will continue in operation.

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 direciors’ 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 ﬁnanmal
statements; and .

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



Independent Auditor’s report to .the‘members of UD Europe Limited (continued)

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:

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

o the financial statements are not in agreement with the accounting records and returns; or
o 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; or

¢ the directors were not entitled to take advantage of the small compames exemptlon from the reqmrement to
prepare a strategic report.

We have nothing to report in these respects. ' ;

Directors’ responsibilities , J

N

As explained more fully in their statement set out on page 6, 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 preparatlon 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.fre.org.uk/auditscopeukprivate.

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 fo opinions we have formed.

26 June 2019

artered Accountants ‘
15 Canada Square )
London EI14 5GL



UD Europe Limited
for the year ended 31 December 2018

Statement of Income and Retained Earnings
for the year ended 31 December 2018

Note N 2018 2017
. ' £ £
Turnover 3 - 6,497,918 10,996,614
Cost of sales . . (318,481) (412,414) .
Gross profit . ' 6,179,437 10,584,200
Operating expenses y ’ ) . ) (1,359,908)  (1,199,705)
Disposal gain of Investment property ) 10 2,012,053 -
Revaluation gdin (loss) of investment property 10 8,681,854 (6,778,900)
Operating profit ' . ‘ 15,513,436 2,605,595
O.thcr interest receivable and similar income 4 -31 ' 20
Interest payable and similar expenses 5. . (1,056,731)  (1,813,890)
Profit before taxation ) 6 14,456,736 791,725
Tax on profit . - 8 ) ' (4,166,742) 1,124,867
Profit for the financial year i ’ 10,289,994 1,916,592
Retained earnings at the beginning of the year . . ' 55,225,924 53,309,332
Retained earnings at the end of the year 65,515,918 55,225,924

The notes on page 11 to 22 form part of these financial statements.



Balance Sheet
as at 31 December 2018

Fixed assets.

Tangible fixed assets
Investment property

Current assets

Debtors
Cash at bank and in hand

Creditors: amounts falling due within one year

Net current liabilities

Total assets less current liabilities

Creditors: amounts falling due after more than one
year

Provisions for liabilities

Net assets

Capital and reserves

Called up share capital
Share premium account
Profit and loss account

Shareholder’s fﬁnd

The notes on page 11 to 22 form part of these financial statemerits.

Note

11

12

13

14

15

UD Europe Limited

Jor the year ended 31 December 2018

4
2018

£

42,999
185,421,488

185,464,487

10,113,579
595,207

10,708,786

(40,317,253)

(29,608,467)

. 155,856,020

(4,518,588)

(4,021,514)

147,315,918

200
81,799,800
65,515,918

147,315,918

2017

55,879
249,273,245

249,329,124

4,354,947
1,922,583

6,277,530

(113,918,134)

(107,640,604)

141,688,520

(4,518,868)

(143,728)

137,025,924

200
81,799,800
55,225,924

137,025,924

These financial statements were approved by the Directors of the UD Europe Limited on 26 June 2019-and were

signed on its behalf by:

7

Seiji Okinaga

Director

Company registered number: 7056967

,
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UD Europe Limited
t for the year ended 31 December 2018

Notes to the financial statements
for the year ended 31 December 2018

’

1 Accounting policies

UD Europe Ltd ‘is a company limited by shares and incorporated and domiciled in the UK. The registered office is 1st
Floor, 1 King William Street, London, EC4N 7AR.

These financial statements were prepared in accordance with Financial Reporting Standard 102 The Financial
Reporting Standard applicable in the UK and Republic of Ireland (“FRS 102”). The presentation currency of these
financial statements is sterling. ‘ ’

The Company’s ultimate parent, undertaking, Nippon Telegraph. and Telephone Company (NTT) includes the
. Company in its consolidated financial statements. The consolidated financial statements of Nippon Telegraph and
Telephone Company (NTT) are prepared in accordance with the. International Financial Reporting Standards and are
available to the public and may be obtained from their registered address. In these financial statements, the company
is considered to be a qualifying entity (for the purposes of this FRS) and has applied the exemptions available under
FRS 102 in respect of the following disclosures:

+ Reconciliation of the number of shares outstanding from the beginning to end of the period,
e Cash Flow Statement and related notes; and

e Key Management Personnel compensation.

As the consolidated financial statements; of ultimate parent undertaking include the equivalent disclosures,lthe
Company has also taken the exemptions under FRS.102 available in respect of the following disclosures:

e Certain disclosures required by FRS 102.26 Share Based Payments; and, -

e The disclosures required by FRS 102.11 Basic Fingncial Instruments and FRS 102.12 Other Financial
Instruments Issues in respect of financial instruments not falling within the fair value accounting rules of
Paragraph 36(4) of Schedule 1.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented
in these financial statements. : :

Judgements made by the directors, in the application of these accounting policies that have significant effect on the
financial statements and estimates with a significant risk of material adjustment in the next year are discussed in note
2. :

1
1.1 Measurement convention

. The financial statements are prepared on the historical cost basis except that the following assets and liabilities are
stated at their fair value: derivative financial instruments, financial instruments classified at fair value through the
profit or loss and investment property measured in accordance with the revaluation model.



UD Europe Limited
for the year ended 31 December 2018

Notes (continued)

1 Accounting policies (continued)
1.2 . Going concern

The Company’s business activities, together with the factors likely to affect further development, performance and
position are set out in the Strategic Report on page 4. The Strategic Report on page 4 describes the Company’s
objectives, policies and exposure to market risk. ,

Although the Company has net current liabilities of £29.6 million, the directors continue to prepare the financial
statements on a going concern basis. The committed line with the NTT group is expected to satisfy its funding
requirements over the next twelve months from the approval date of the financial statements. The committed line in
place at the approval date of the financial statements is £150 million. The directors have considered the cash
requirements ofthe Company for the foreseeable future and have a reasonable expectation that sufficient funding will
remain available to continue in operational existence for the foreseeable future. Accordingly, they will continue to
adopt the going concern basis in preparing the annual report and accounts. )

1.3 ‘Foreign currency

Transactions in foreign currencies are translated to the Company’s functional currency at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the forelgn exchange rate ruling at that date. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange
rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated
at fair value are retranslated to the functional currency at foreign exchange rates ruling at the dates the fair value was
determined. Foreign exchange differences arising on trans]atlon are recognised in the profit and loss account.

1.4 Basic financial instruments
Trade and other debtors / creditors

Trade and other debtors are recognised initially at transaction price plus attributable transaction costs. Trade and other
creditors are recognised initially at transaction price less attributable transaction costs. Subsequent to initial
recognition they are measured at amortised cost using the effective interest method, less any 1mpa1rment losses in the
case of trade debtors.

Interest-bearing borrowings classified as basic financial instruments

Interest-bearing borrowings are recognised initially at the pfesent value of future payments discounted at a market rate
of interest. Subsequent to initial recognition, mterest-bearmg borrowings are stated at amortised cost using the
effective interest method.

L5 Other financial instruments
Financial instruments not considered to be Basic financial instruments (i Other financial instruments)

Other financial instruments not meeting the definition of Basic Financial Instruments are recognised initially at fair
value. Subsequent to initial recognition other financial instruments are measured at fair value with changes recognised
in profit or loss. :

‘



UD Europe Limited
. * for the year ended 31 December 2018

Notes (continued)

1 Accounting policies (continued)
1.6 Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses. Tangible
fixed assets include investment property whose fair value cannot be measured reliably without undue cost or effort.

Where parts of an item of tangible fixed assets have different useful lives, they are accounted for as separate items of
tangible fixed assets, for example land is treated separately from buildings. :

The Company assesses at each reporting date whether tangible fixed are impaired.

Depreciation is charged to the prdﬁt and loss account on a straight-line basis over the estimated useful lives of each
part of an item of tangible fixed assets. Leased assets are depreciated over the shorter of the lease term and their useful
lives. Land is not depreciated. The estimated useful lives are as follows:

e Equipment 3 years

e  Fumniture & fixtures 7 years

Depreciation methods, useful lives and residual values are reviewed if there is an indication of a significant change
since the last annual reporting date in the pattern by which the company expects to consume an asset’s future economic
benefits.

1.7 Investment prope}ty

Investment properties are propertiés which are held either to earn rental income or for capital appreciation or for both.
Investment properties are recognised initially at cost.

Leases in which the Company assumes substantially all the risks and rewards of ownership of the leased asset are
classified as finance leases. All other leases are classified as operating leases. Leased assets acquired by way of finance
lease are stated on initial recognition at an amount equal to the lower of their fair value and the present value of the
" minimum lease payments at inception of the lease, including any incremental costs directly attributable to negotiating
and arranging the lease. At initial recognition a finance lease liability is recognised equal to the fair value of the leased
asset or, if lower, the present value of the minimum lease payments. The present value of the minimum lease payments
is calculated using the interest rate implicit in the lease. Lease payments are accounted for as described at 1.10 below.

Subsequent to initial recognition, investment properties whose fair value can be measured reliably without undue cost
or effort are held at fair value and any gains or losses arising from changes in the fair value are recognised in profit or
loss in the period that they arise. No depreciation is prov1ded in respect of investment properties applying the fair
value model. .

If a reliable measure is not available without undue cost or effort for an item of investment property, this item is
thereafter accounted for as tangible fixed assets in accordance with section 17 of FRS102 until a reliable measure of

fair value becomes available.

1.8 Impairment excluding investment properties and deferred tax assets
Financial assets (including trade and other debtors) ‘

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine whether
there is objective-evidence that it is impaired. A financial asset is impaired if objective evidence indicates that a loss
event has occurred after the initial recognition of the asset, and that the loss event had a negative effect on the estimated
future cash flows of that asset that can be estimated reliably.



UD Europe Limited
Jfor the year ended 31 December 2018

‘

. Notes (continued)

1 * Accounting-policies (continued)
1.8 Impairment excluding investment properties and deferred tax assets (continued)

An impairment loss in respect of a financial asset measured at amortiséd cost is calculated as the difference between
its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original effective
interest rate. For financial instruments measured at cost less impairment an impairment is calculated as the difference
between its carrying amount and the best estimate of the amount that the Company would receive for the asset if it
were to be sold at the reporting date. Interest on the impaired asset continues to be recognised through the unwinding
of the discount. Impairment losses are recognised in profit or loss. When a subsequent event causes the amount of
impairment loss to decrease, the decrease in impairment loss is reversed through profit or loss.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, other than investment property and deferred tax assets,
are reviewed at each reporting date to determine whether there is any indication of impairment. If any such indication
exists, then the asset’s recoverable amount is estimated. The recoverable amount of an asset or cash-generating unit
is the greater of its value in use and its fair value less costs to sell. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset. For the purpose of impairment testing, assets that cannot be
tested individually are grouped together into the smallest group of assets that generates cash inflows from continuing
use that are largely independent of the cash inflows of other assets or groups of assets (the “cash-generating unit”).
The goodwill acquired in a business combination, for the purpose of impairment testing is allocated to cash-generating
units, or (“CGU”) that are expected to benefit from the synergies of the combination. For the purpose of goodwill
impairment testing, if goodwill cannot be allocated to individual CGUs or groups of CGUs on a non-arbitrary basis,
the impairment of goodwill is determined using the recoverable amount of the acquired entity in its entirety, or if it
has been integrated then the entire entity into which it has been integrated.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable
amount. Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are
allocated first to reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying
- amounts of the other assets in the unit (group of units) on a pro rata basis.

An impairment loss is reversed if and only. if the reasons for the impairment have ceased to apply.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed only to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment
. loss had been recognised.

19 Turnover

Turnover mainly represents rental income under operating leases. Income (excluding costs for services and insurance)
made under operating leasés are recognised in the profit and loss account on a straight-line basis over the term of the
lease unless the payments to the lessor are structured to increase in line with expected general inflation; in which case
the payments related to the structured increases are recognised as incurred. Costs of lease incentives are recognised in
profit and loss over the term of the lease as a reduction to the rental income.

14



UD Europe Limited
for the year ended 31 December 2018

" Notes (continued) ‘ ' .

1 Accounting policies (continued)
110 Expenses
Operating lease

Payments (excluding costs for services and insurance) made under operating leases are recognised in the profit and
loss account on a straight-line basis over the term of the lease unless the payments to the lessor are structured to
increase in line with expected general inflation; in which case the payments related to the structured increases are
recognised as incurred. Lease incentives received are recognised in profit and loss over the term of the lease as an
integral part of the total lease expense.

Finance lease ;

Minimum lease payments are apportioned between the finance charge and the reduction of the outstanding liability
using the rate implicit in the lease. The finance charge is allocated to each period during the lease term so as to produce
a constant periodic rate of interest on the remaining balance of the liability. Contingent rents are charged as expenses
in the periods in which they are incurred.

Interest receivable and Interest payable

Interest payable and similar charges include interest payable, finance charges on shares classified as liabilities and
finance leases recognised in profit or loss using the effective interest method, unwinding of the discount on provisions,
and net foreign exchange losses that are recognised in the profit and loss account. Borrowing costs that are directly
attributable to the acquisition, construction or production of an asset that takes a substantial time to be prepared for
use, are expensed as incurred.

-Other interest receivable and similar income include interest receivable on funds invested and net foreign exchange
gains.

Interest income and interest payable are recognised in profit or loss as they accrue, using the effective interest method.
Dividend income is recognised in the profit and loss account on the date the company’s nght to receive payments is
established. Foreign currency gains and losses are reported on a net basis.

1.11 Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive income, in
which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted
or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax assessments
in periods different from those in which they are recognised in the financial statements. The following timing differences
are not provided for: differences between accumulated depreciation and tax allowances for the cost of a fixed asset if and
when all conditions for retaining the tax allowances have been met. Deferred tax is not recognised on permanent
differences arising because certain types of income or expense are non-taxable or are disallowable for tax or because
certain tax charges or allowances are greater or smaller than the corresponding income or expense.

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related difference, using tax rates
enacted or substantively enacted at the balance sheet date. For investment property that is measured at fair value, deferred
tax is provided at the rates and allowances applicable to the sale of the property. Deferred tax balances are not discounted.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits.

15



Notes (continued)

2 - Accounting estimates and judgements

Key sources of estimation uncertainty

UD Europe Limited

for the year ended 31 December 2018

The Company makes estimates and assumptiéns concerning the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing
a material adjustment to the carrymg amounts of assets and liabilities w1th1n the next financial year are addressed

below.

Revaluation of investment properties

The fair value of investment properties involve the use of valuation techniques and the estimation of future cash flows
to be generated over a number of years. The estimation of the fair values requires the combination of assumptlons

- including rent growth and development costs.

2

3 Turnover

Rental income

Other income

4  Other interest receivable and similar income

i

Interest receivable on bank deposits

!

5 Interest payable and similar expenses

Loan interest
Finance lease interest

 Loan interest was payable to group undertakings.

2018 2017
£ £
5,708,418 10,996,614
789,500 -
6,497,918 10,996,614

2018 2017

£ £

31 20

31 20

2018 2017

£ £

657,011 L 1,414,146

399,720 399,744

1,056,731 1,813,890

16



Notes (continued)

6 Profit before taxation

Operating profit is calculated after charging the following items:

Operating lease rentals
 Office premises

. ‘Auditor’s Remuneration

Audit of these financial statements

7 Staff numbers and costs

UD Europe Limited

Jfor the year ended 31 December 2018

2018 2017
£ £
32,949 34,982 .
32,949 34,982
2018 2017
£ £.
36,700 36,800
36,700 36,800

The average number of persons employed by the Company (including directors) during the year, analysed by category,

was as follows:

Administration
Architecture

The aggregate payroll costs of these persons were as follows:

Directors’ remuneration
Wages and salaries

N

. Remuneration of the highest paid director was £282,082 (2017: £259_,736). )

Number of employees

2018

1
1

~

2018

282,082
290,312

572,394

2017
1

[\S]

w-

2017

259,736
181,992

441,728

17



Notes (continued)

8 Taxation

Analysis of charge in period

UK corporation tax
Current tax on income for the period
Adjustments in respect of prior years

Total current tax

Deferred tax
Originating and reversal of timing differences

Adjustment in respect of prior years
Effect of rate changes i

Total deferred tax

Tax on profit

- Reconciliation of effective tax rate

Net profit before taxation

Current tax at 19.00 % (2017: 19.25%)

Effects of:

" Expenses not deductible for tax purposes
Non-taxable income’
Indexation allowance for investment properties
Effects of rate changes
Prior year adjustment
Others

Tax on profit . .

Factors that may affect future, current and total tax charges

t.

UD Europe Limited
for the year ended 31 December 2018

‘

2018 2017
£ £
239,009 1,016,682
41,361 (141,260)
280,370 , 875,422
3,918,655 ‘ (2,254,372)
(32,283) 226,676
. . 27,407
3,886,372 (2,000,289)
4,166,742 (1,124,867)
2018 2017
£ £
14,456,736 791,725
2,746,780 152,407
~ 23,466 , (73,705)
(150,005) -
2,352,578 (1,316,892)
(456,211) 27,408
36,888 85,976
(386,754) ‘ (61)
4,166,742 (1,124,867)

The main rate of UK corporation tax reduced from 19% to 17% from 1 April 2020 was substantlve]y enacted on 6

September 2016..
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UD Europe Limited
_ for the year ended 31 December 2018

Notes (continued)

9  Tangible fixed assets

Equipment Furniture & Total
Fixtures
£ £ L 3
Cost . .
Balance at 1 January 2018’ ’ 2,820 64,281 67,101
Other ' _ . - (978) (978)
Balance at 31 December 2018 - 2,820 63,303 66,123
Depreciation ,
Balance at 1.January 2018 : 2,188 9,034 11,222
Depreciation charge for the year ) 446 11,456 11,902
Balance at 31 December 2018 ' . 2,634 20,490 23,124
Net boék value ) .
At 1 January 2018 632 55,247 55,879
At 31 December 2018 - ' 186 42,813 42,999
10 Investment property
2018
£
Balance at 1 January ’ . 249,273,245
Additions 5,966,389
Disposals (78,500,000)
Net revaluation gain ; ] 8,681,854
Balance at 31 December 185,421,488
Historical cost net book value at 31 December A 164,537,431

At the balance sheet'date the net carrying amount of investment property of which ground is leased under a finance
lease was £ 59,075,199 (2017: £48,518,611). The leased equipment secures lease obligations (see note 13).

During the year, the Company disposed of 265 Strand for consideration of £80,512,053 which resulted in the profit
on disposal of £2,012,053.

Investment property fair value is based on a valuation by an external, independent valuer, having an appropriate
recognised professional qualification and recent experience in the location and class of property being valued.

The valuations, which are supportéd by market evidence, are prepared by considering the aggregate of the net annual
rents receivable from the properties and where relevant, associated costs. A yield which reflects the specific risks,
inherent in the net cash flows is then applied to the net annual rentals to arrive at the property valuation. The range of
yields and estimated rental value applied for each type of property are 4.3% - 5.0% (2017: 4.4% - 4.8%) and £61 -
£68 square feet (2017: £58 - £64 square feet) respectlvely

Any gain or loss arising from a change in fair value is recognised in profit or loss.
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Notes (continued)

11 Debtors

Trade debtors

Amounts owed by group undertakings
Other debtors o
Prepayments and accrued income

12 Creditors: amounts félling due within one year

Trade creditors
Accruals and deferred income
Corporation tax
. Other creditors
Loans

UD Europe Limited

Jor the year ended 31 December 2018

2018

£

728,126

796,408
1,758,974
6,830,071

10,113,579

2018
£

933,557
2,138,907
139,176
20,616
37,084,997

40,317,253

2017
£

41,478

12,498
4,300,971

4,354,947

2017
£

1,271,670
2,531,257
335,219
36,695
109,743,293

113,918,134

The loans were payable to group undertakings with respect to NTT Group Gldbal Cash Management Service and were
withdrawn within the credit line. The interest rate of the loans is floating and calculated based on the relevant market

rate and a specific spread.

13 Creditors: amounts falling due after more than one year

- Finance lease liabilities

Finance lease liabilities

The future minimum finance lease payments are as follows;

Less than one year
Between one and five years
More than five years

Total gross~ payments
Less: finance charges

N

2018

4,518,588

4,518,588

2018
£
400,000

1,600,000 -

55,500,000

57,500,000

52,981,412

4,518,588

2017

4,518,868

4,518,868

2019

. £
400,000
1,600,000
55,900,000

57,900,000
53,381,132

4,518,868
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UD Europe Limited
for the year ended 31 December 2018

Notes (continued)

14 Provision for liabilities — Deferred Tax '
2018 2017

£ £
At beginning of year o ’ 143,728 2,144,017
Profit and loss account ' P 3,877,786 (2,000,289)
‘At the end of year ’ 4,021,514 143,728
The deférrea' tax consists of: o
2018 2017
' £ . £
Deferred tax liabilities “
Accelerated capital allowance , T 1,346,957 1,389,154
Revaluation of investment properties : : 2,650,590 (1,273,387)
Interest rate swaps . 23,967 . 27,961
Net deferred tax ' ; . 4,021,514 143,728
15 Called up share capital : - . ~
2018 t2017
. : £ £
Allotted, called up and fully paid .
200 ordinary shares of £1 each D 200 : 200
200 200

-
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UD Europe Limited
Jor the year ended 31 December 2018

Notes (continued)

16 Operating leases
Leases as lessor .

The investment properties are let under operating leases. The future minimum lease payments receivable under non-
cancellable leases are as follows:

2018 2017

_ £ ’ £

Less than one year . ) : 5,032,033 8,473,129
Between one and five years : 20,128,131 27,724,127
More than five years i ’ ' 36,490,807 24,096,871
61,650,971 60,294,127

17 Related party disclosures

UD Europe Limited, being a wholly owned subsidiary undertaking, has taken advantage of the exemptions available
to it under FRS 102 section 33.1A, with respect to the disclosure of related party transactions with entities which are
wholly owned by NTT Urban Development Corporation, the immediate parent company.

During the period the Company had the followmg transactions in the normal course of business with partly owned
group undertakings:

2018 2017

£ £
Net loan redemptions . (72,658,296) (3,033,547)
Interest payable and similar expenses © 657,011 1,414,146

At the end of period the balances outstanding were: ' ‘

2018 2017

£ ‘ £

Loans ) , . 37,084,997 109,743,293

-18. Ultimate parent company

The Company’s ultimate controlling entity, ultimate parent company and parent company of the largest group of
which the Company is a member and for which group financial statements are prepared is Nippon Telegraph and
Telephone Corporation (NTT), a company incorporated in Japan. Copies of the group financial statements of Nippon
Telegraph and Telephone Corporation are available from Otemachi First Square, East Tower, 5-1, 1-chome, Otemachi,
Chiyoda-ku, Tokyo, 100-8116. ' :

The company’s 1mmed1ate controllmg entity is NTT Urban Development Corporation, a company mcorporated in -
Japan.
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