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Akelius UK Three Limited

Strategic Report for the Year Ended 31 December 2018

The directors present their strategic report for the year ended 31 December 2018,

Business review

Akelius UK Three Limited (“the Company’) has had a satisfactory year, achieving value growth of 6.9 per cent
{2017: 4.6 per cent), rental growth declined 0.7 per cent (2017: 0.9 per cent). The company’s mission is to provide
current and future tenants with a better living by continuously upgrading its buildings and service. The company
takes a long-term view of all of its investments.

At the end of the year, the net assets totalled £3,967,054 (2017: £3,413,664). In the year, the company had turnover
of £307,795 (2017: £325,880) and recognised a profit for the financial year of £553,390 (2017: £317,629).

The company’s key financial and other performance indicators during the year were as follows:

Unit 2018 2017
Turnover £ 307,795 325,880
Operating profit £ 204,459 253,239
Operating profit % of tumover 66.4 77.7
Value growth % of cost 6.9% 4.6%
No. of apartments owned No. 14 14
Average rent per month f/sq ft 3.03 3.04

The directors do not consider that there are any other non-financial Key Performance Indicators.
Principal risks and uncertainties
Market risk

The company is affected by macro-economic factors and by market conditions in London in particular. Deterioration
in the wider economy could suppress demand and have a consequent impact on rental income and vacancy. Lower
rents and higher vacancy would in turn impact on property values.

By cherry-picking its investments, the company ensures that all properties acquired meet strict investment criteria.
Properties with refurbishment potential in metropolitan areas with high demand and population growth limit exposure
to market risk. The company focuses on residential property as the returns are less volatile than for commercial
property. The company also focuses its activities on London, which is a market that has proven more robust to wider
economic factors than other areas in the United Kingdom.

Impact of Brexit

Brexit continues to cause uncertainty in the UK. From a risk perspective, the main impact of Brexit is on macro-
econormic, property investment and tax and regulatory risks. The absolute impact wilt be dependent on the timing and
terms of the UK’s exit from the EU.

The company has maintained dialogue with key suppliers to understand and mitigate risks to operational and
construction supply chains.



Akelius UK Three Limited

Strategic Report for the Year Ended 31 December 2018 {Continued)

To date, the directors have not observed significant adverse factors. The company continues to monitor potential
risks. The directors believe the long-term prospects in the UK remain strong and are confident that any negative
impact of Brexit is likely to be restricted to the short-term.

Property valuations
Property valuations are inherently subjective and could lead to volatility in the company’s profit and loss account.

The Director value the properties on a quarterly basis. The group uses external valuers to value each property
over a three year cycle and consider the outcome of these when carrying out their valuations.

Interest rate risk

The immediate parent company pays interest on amounts due to other group companies based on a mix of fixed
and floating market rates, which is re-charged to the company. The majority of the group company loans are at
fixed rates. The company is still exposed to a certain extent to interest rate risk through fluctuations in base rates,
although this is considered a low risk.

and signed on their behalf by




Akelius UK Three Limited

Directors’ Report for the Year Ended 31 December 2018

The directors present their report and the audited financial statements of the company for the year ended 31 December 2018.
Principal activities

The principal activity of the company is investment in tesidential property.

Results and dividends

The profit for the financial year amounted to £553,390 (2017: £317,629}. The directors do not recommend payment of any
dividends (2017: £nil).

Directors

The following were directors throughout the year, and up to the date of reporting:
Mr L Synnes

Mr A Speller

Mr R Spann

Financial instruments

Objectives and policies

The company is supported by the treasury department of a group company, Akelius Residential Property AB, who give advice
on managing the financial risks the company is exposed to.

Price risk, credit risk, liquidity risk and cash flow risk

The company’s principal financial ingtruments comprise rents receivable, trade creditors and loans. The main purpose of
these instruments is to finance the business’s operations.

In respect of borrowings, advice on the financial risks is provided by Akelius Residential Property AB’s group treasury
department, and the company closely monitors appropriate balances and ensures all such risks are mitigated to an acceptable
level.

Rents receivable are managed by the immediate parent company, Akelius Residential Limited, a property management
company, which manages the credit risks through use of appropriate financial references, rent deposits and regular monitoring
of amounts outstanding. The amounts presented in the statement of financial position are net of allowances for doubtful
debtors.

Creditors’ liquidity risk is managed by ensuring sufficient funds are available to meet amounts due.
Future developments

The company will continue to cherry-pick suitable investment oppertunities in the forthcoming year while upgrading existing
properties to provide tenants with a better living.




Akelius UK Three Limited

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

Qualifying third-party and pension scheme indemnity provision

A qualifying third-party indemnity provision and/or qualifying pension scheme indemnity provision has not
been put in place for directors of the company at the date of approval of the directors’ report.

Going concern

The company has net current liabilities as at 31 December 2018 and is reliant on the support of its ultimate
parent company, Akelius Residential Property AB, which has provided finance to the company when required to
assist in the purchase of investment properties and to provide working capital. The parent company has
confirmed its continuing support to the company for a period of at-least twelve months from the date of
approval of these financial statements. The directors are therefore confident that the company will have
adequate resources to continue in existence for the foreseeable future and accordingly the financial statements
have been prepared on a going concern basis.

Political donations and political expenditure
The company made no political or charitable donations during the year (2017: £ail).

Provision of information to auditor
So far as the directors are aware, there is no relevant audit infomration of which the company's auditor is

unaware, and cach director has taken all the steps that they ought to have taken as a director in order to make
themselves aware of any relevant audit information and to establish that the company's auditor is aware of that

information.

Appointment of auditors

Ernst & Young LLP were appointed as auditor to the company and in accordance with section 485 of the
Companies Act 2006, a resolution proposing that they be re-appointed will be presented at a General Meeting.

and signed on their behalf by




Akelius UK Three Limited
For the Year Ended 31 December 2018

Statement of directors’ responsibilities in respect of the financial statements

The directors are responsible for preparing the Strategic Report, Directors’ Report and the financial staterments in
accordance with applicable law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting Standard applicable in the UK
and Republic of Ireland”, and applicable law). Under company law the directors must not approve the financial
statements unless they are satisfied that they give a true and fair view of the state of affairs of the company and of the
profit or loss of the company for that period. In preparing the financial statements, the directors are required to:

» select suitable accounting policies and then apply them consistently;

= state whether applicable United Kingdom Accounting Standards, comprising FRS 102, have been followed, subject to
any material departures disclosed and explained in the financial statements;

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

» prepare the financial statements on the going concern basis unless it is inappropriate to presume that the company will
continue in business.

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

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



Independent Auditor's Report to the Members of Akelius UK Three Limited

Opinion

We have audited the financial statements of Akelius UK Three Limited for the year ended 31* December 2018
which comprise the Statement of financial position, the Statement of comprehensive income, the Statement of
changes in equity and the related notes 1 to 18, including a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom Accounting
Standards including FRS 102 “The Financial Reporting Standard applicable in the UK and Republic of [reland”
(United Kingdom Generally Accepted Accounting Practice).

In our opinion, the financial statements:
+ give a true and fair view of the company’s affairs as at 31™ December 2018 and of its profit for the year then
ended;

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

* 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
taw. Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of
the financial statements section of our report below. We are independent of the company in accordance with the
ethical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s Ethical
Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which ISAs (UK) require us to report to
you where:

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

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

QOther information

The other information comprises the information included in the annual report, other than the financial statements
and our auditor’s report thereon. The directors are responsible for the other information.

Our opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in this report, we do not express any form of assurance conclusion thereon.

[ni connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the work
we have performed, we conclude that there is a material misstatement of the other information, we are required to
report that fact.



Independent Auditor's Report to the Members of Akelius UK Three Limited (Continued)

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

» the information given in the strategic report and the directors’ report for the financial year for which the financial
statements are prepared is consistent with the financial statements; and
» the strategic report and directors’ report have been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception

In the light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified material misstatements in the strategic report or directors’ report.

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006 requires
us to report to you if, in our opinton:

+ adequate accounting records have not been kept 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; or
« certain disclosures of directors’ remuneration specified by law are not made; or

* we have not received all the information and explanations we require for our audit.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 8, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal contro] as the directors determine is necessary to enable the preparation of financial statements that are free
from material misstatement, whether due to fraud or error.

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

Auditor's responsibilities for the audit of the financial statements

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

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



Independent Auditor's Report to the Members of Akelius UK Three Limited (Continued)

Use of our report

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.

(,(/7@
P, Statutory Audj

for and on behalf of Ernst & You
London

2 2 AUG 2013



Akelius UK Three Limited
Statement of Comprehensive Income

For the Year Ended 31 December 2018

Turnover
Cost of sales

Gross profit

Administrative cxpenses

Operating Profit

Revaluation gain on investment property

Interest payable and similar expenses
Profit before taxation

Taxation

Profit for the financial year

Total comprehensive income for the year

All amounts relate to continuing operations

Note

12

10

Year Ended 31 Year Ended 31
December 2018 December 2017
£ £

307,795 325,880
(83,708) (66,714)
224,087 259,166
(19,628) (5,927)
204,459 253,239
614,693 391,628
(139,664) (319,635)
679,488 325,232
(126,098) (7,603)
553,390 317,629
553,390 317,629

The notes on pages 15 to 24 are an integral part of these financial statements.

12




Akelius UK Three Limited
Statement of Financial Position

As at 31 December 2018

Fixed assets
Tangible assets
Investment properties

Current Assets
Debtors
Cash at bank and in hand

Creditors: Amounts falling due within one
year

Net current liabilities
Total assets less current liabilities
Provision for deferred tax

NET ASSETS

Capital and reserves
Called up share capital
Retained earnings

Total Equity

Note

11
12

13

14

15

16

The notes on pages 15 to 24 are an integral part of these financial statements.

Approval

Year Ended 31 Year Ended 31
December 2018 December 2017
£ £
9,859 8,123
9,485,208 8,867,959
9,495,067 8,876,082
845,522 837,326
845,522 837,326
(6,042,296) (6,073,003)
(5,196,774) (5,235,677)
4,298,293 3,640,405
(331,239 (226,741)
3,967,054 3,413,664
1,400,001 1,400,001
2,567,053 2,013,663
3,967,054 3,413,664

|7 l Ql (1

The financial statements on pages 12 to 24 were authorised for issue by the board of directors on ..UV LTS

and were signed on its behalf.

Akelius UK Three Limited
8932809



Akelius UK Three Limited
Statement of Changes in Equity

Year Ended 31 December 2018

As at 1 January 2018

Comprehensive income for the year

Balance as at 31 December 2018

As at 1 January 2017

Comprehensive income for the year

Balance as at 31 December 2017

Called-up share Retained
capital Earnings Total equity
£ £ £
1,400,001 2,013,663 3,413,664
553,390 553,390
1,400.001 2,567,053 3,967,054
Called-up share Retained Total
capital Earnings equity
£ £ £
1,400,001 1,696,034 3,096,035
- 317,629 317,629
1,400,001 2,013,063 3,413,664

14




Akelius UK Three Limited
Notes to Finrancial Statements

For the Year Ended 31 December 2018

1.  General information
Akelius UK Three Limited is a private company limited by shares and is incorporated in the United Kingdom and
registered in England. Its registered office is 10 Bloomsbury Way, London, WCTA 25L.

The company's principal activity is invest rnt lrl1 %nd letting of residential property. The financial statements were

algha

approved by the Board of Directors on Ry

The financial statements are prepared in sterling which is the functional currency of the Company. Monetary
amounts in these financial statements are rounded to the nearest £.

2. Basis of preparation and statement of compliance

The individual financial statements of Akelius UK Three Limited have been prepared in compliance with United
Kingdom Accounting Standards, including Financial Reporting Standard 102, “The Financial Reporting Standard
applicable in the United Kingdom and the Republic of Ireland™ ("FRS 102™), and the Companies Act 2006, under
the provision of the Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations 2008 (5]
2008/410).

Exemptions for qualifying entities under FRS 102
The company has taken advantage of certain disclosure exemptions under FRS 102 on the basis that it is a qualifying
entity. The sharcholders have been notified and did not object to the use of the disclosure exemptions. These

exemptions are:

(i) the requirement to prepare a statement of cash flows. The company’s cash flows are included in the
consolidated statement of cash flows prepared by its parcnt company; and
{ii) the non-disclosure of key management personnel compensation in total.

Going concern

The company has net current liabilities as at 31 December 2018 and is reliant on the support of its ultimate parent
company, Akelius Residential Property AB, which has provided finance to the company when required to assist in
the purchase of investment properties and to provide working capital. The parent company has confirmed its
continuing support to the company for a period of at-least twelve months from the date of approval of these financial
statements. The directors are thercfore confident that the company will have adequate resources to continue in
existence for the foreseeable future and accordingly the financial statements have been prepared on a going concern

basis.

3.  Accounting policies

Revenue recognition

Turnover, which consists of gross rental income from tenants residing in the company’s investment properties
arising in the period, is measured at the fair valug of the consideration received or receivable, net of amounts written
off relating to rents considered to be irrecoverable. Rents are recognized as income in the period in which they are
earned. Rents received in advance are deferred to the appropriate period to which they relate — such deferred rents at
the balance sheet date are included within creditors.

The company recognises revenue when the amount of revenue can be measured reliably, when it is probable that
future economic benefits will flow to the entity and when specific criteria have been met for each of the company’s
activities described above,



Akelius UK Three Limited
Notes to Financial Statements (Continued)

For the Year Ended 31 December 2018

3. Accounting policies (continued)

Revenue recognition (continued)

Rental income from operating leases is recognized on a straight-line basis over the term of the relevant lease unless
the lease payments are structured o increase in line with expected general inflation in which case the income is
recognised as revenue in accordance with the expected payments.

Tangible assets

Tangible assets are stated at cost (or deemed cost) less accumulated depreciation and accumulated impairment
losses. Cost includes the original purchase price, costs directly attributable to bringing the asset to its working
condition for its intended use, dismantling and restoration costs and borrowing costs capitalised.

Fixtures and Fittings
Fixtures and fittings are stated at cost less accumulated depreciation and accumulated impairment losses.

Depreciation on fixtures and fittings is calculated so as to write off the cost or valuation of an asset, less its residual
value, over their estimated useful lives as follows:

Fixtures and fittings - 4 years

On disposal, the difference between the net disposal proceeds and the carrying amount of the item sold is recognised
in profit or loss.

Financial instruments

{1) Financial assets

Basic financial assets, including trade and other receivables, and cash and bank balances are initially recognised at
transaction price, unless the arrangement constitutes a financing transaction, where the transaction is measured at the
present value of the future receipts discounted at a market rate of interest.

Such assets are subsequently carried at amortised cost using the effective interest method.

At the end of each reporting period financial assets measured at amortised cost are assessed for objective evidence of
impairment. If an asset is impaired the impairment loss is the difference between the carrying amount and the
present value of the estimated cash flows discounted at the asset’s original effective interest rate. The impairment
loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment was recognised the
impairment is reversed. The reversal is such that the current carrying amount does not exceed what the carrying
amount would have been had the impairment not previously been recognised. The impairment reversal is recognised
in profit or loss.

Financial assets are derecognised when (a) the contractual rights to the cash flows from the asset expire or are
settled, or (b) substantially all the risks and rewards of the ownership of the asset are transferred to another party or
(¢) control of the asset has been transferred to another party who has the practical ability to unilaterally sell the asset
to an unrelated third party without imposing additional restrictions.

16




Akelius UK Three Limited
Notes to Financial Statements (Continued)

For the Year Ended 31 December 2018

3. Accounting policies (continued)

Financial instruments (continued)

(ii) Financial liabilities

Basic financial liabilities, including trade and other payables, bank loans, and loans from fellow group companies
are initially recognised at transaction price, unless the arrangement constitutes a financing transaction, where the
debt instrument is measured at the present value of the future receipts discounted at a market rate of interest.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method. Fees paid on
the establishment of loan facilities are recognised as transaction costs of the loan to the extent that it is probable that
some or all of the facility will be drawn down. In this case, the fee is deferred until the draw-down occurs, To the
extent there is no evidence that it is probable that some or all of the facility will be drawn down, the fee is
capitalised as a pre-payment for liquidity services and amortised over the period of the facility to which it relates.

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of
business from suppliers. Accounts payable are classified as current liabilities if payment is due within one year or
less. If not, they are presented as non-current liabilities. Trade payables are recognised initially at transaction price
and subsequently measured at amortised cost using the effective interest method.

Financial habilities are derecognised when the liability is extinguished, that is when the contractual obligation is

discharged, cancelled or expires.

Investment properties

Investment properties are properties held to earn rentals and/or for capital appreciation. Investment properties are
initially measured at cost, including transaction costs. Subsequently investment properties whose fair value can be
measured reliably without undue cost or effort on an on-going basis are measured at fair value. Gains and losses
arising from changes in the fair value of investment properties are included in profit or loss in the period in which

they arise.

Cash and cash equivalents
Cash and cash equivalents includes cash in hand, deposits held at call with banks and other short-term highly liquid
investments with original maturities of three months or less.

Taxation
Taxation expense represents the aggregate amount of current tax and deferred tax recognised in the reporting period.

Current or deferred taxation assets and liabilities are not discounted.

Current tax is the amount of income tax payable in respect of the taxable profit for the period. Tax is calculated on
the basis of tax rates and laws that have been enacted or substantively enacted by the period end.

Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax
regulation is subject to interpretation. It establishes provisions where appropriate on the basis of amounts expected to
be paid to the tax authorities.

17



Akelius UK Three Limited
Notes to Financial Statements (Continued)

For the Year Ended 31 December 2018

3. Accounting policies (continued)

Taxation (continued)
A deferred tax asset or liability is recognised for tax recoverable or payable in future perieds in respect of
transactions and events recognised in the financial statements of current periods.

Deferred tax arises from timing differences that are differences between taxable profits and total comprehensive
income as stated in the financial statements. Timing differences result from the inclusion of income and expenses in
tax assessments in perieds different from those in which they are recognised in the financial statements.

Deferred tax is recognised on all timing differences at the reporting dat¢ apart from certain exceptions. Unrelieved
tax losses and other deferred tax assets are only recognised to the extent that it is probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits.

Deferred tax is measured using the tax rates and laws that have been enacted or substantively enacted by the
reporting date and that are expected to apply to the reversal of the timing differences. Deferred tax relating to land
and investment properties that is measured at fair value is measured using the tax rates and allowances that apply to
the sale of the asset.

Called up share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new ordinary shares or
options are shown in equity as a deduction, net of tax, from the proceeds.

Related party transactions

The company discloses transactions with related parties which are not wholly owned with the same group. It does
not disclose transactions with members of the same group that are wholly owned utilising the exemption under FRS
102 paragraph 33.1A.

4, Judgements and key sources of estimation uncertainty
Estimates and judgements are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances.

The directors have made key assumptions in the determination of the fair values of investment properties in respect
of the state of the property market in the location where the properties are situated and in respect of the range of
reasonable fair value estimates of the assets. The valuation method is further described in Note 12 together with the
valuation of the properties at the reporting date.

5. Turnover
Year Ended 31 Year Ended 31
December 2018 December 2017
£ £
Rental income - UK 307,795 325,880




Akelius UK Three Limited
Notes to Financial Statements (Continued)

For the Year Ended 31 December 2018

6.  Operating Profit
Operating profit ts stated after charging

Year Ended 31 Year Ended 31

December 2018 December 2017

£ £

Audit fees payable to the company’s auditors 8,281 12,774
Depreciation of fixtures and fittings 4.715 4,279
12,996 17,053

7. Employees
The company does not have any employees apart from its directors.

8. Director's remuneration

The dircetors of the company are also directors of the wider Akelius Group. During the year, they were remunerated
by the immediate parent, Akelius Residential Limited. The directors do not believe that it is practicable to
apportionment of their emoluments between their services as directors of the company and their services as directors
of the holding and fellow subsidiary companies.

9.  Imterest payable and similar expenses

Year Ended 31 Year Ended 31

December 2018 December 2017

£ £

Bank loan interest payable - 114,213
Interest payabie to group undertakings 139,664 205,422
139,664 319,635




Akelius UK Three Limited
Notes to Financial Statements (Continued)

For the Year Ended 31 December 2018

10. Taxation

Current tax:

UK tax on profit for the year
Payment/(receipt) for group relief
Adjustment in respect of previous years

Total tax on current profit

Deferred tax:
Origination and reversal of timing differences

Total tax charge

Year Ended 31 Year Ended 31
December 2018 December 2017
£ £

21,600 -

21,600 -

104,498 7,603

126,098 7,603

The taxation presented for the year is lower (2017: lower) than the standard applicable rate of tax in the UK for the

year ended 31 December 2018 of 19% (2017: 19.25%). The differences are explained below:

Profit beforc taxation

Profit multiplied by the standard rate of tax
in the UK of 19% (2017: 19.25%)

Eftects of:

Expenses not deductible for tax purposes
Indexation

Difference in deferred tax rate
Utilisation of group relief

Corporate interest restriction
Payment/(receipt) for group relief

Total tax charge

Tax rate changes

Year Ended 31

Year Ended 31

December 2018 December 2017
£ £
679,488 325,232
129,103 62,607
- 1,083

- (58,973)
(11,398) (8,812)
(21,600) (34,660)
8,393 46,358
21,600 R
126,098 7,603

The Finance (No.2) Act 2015 was enacted on 18 November 2015, which introduced a reduction in the headline rate
of corporation tax from 20% to 19% from 1 April 2017. The Finance Act 2016 was enacted on 15 September 2016,
and introduced a further reduction of the headline rate of corporation tax to 17% from 1 April 2020. The deferred

tax assets and liabilities reflect these rates.



Akelius UK Three Limited
Notes to Financial Statements (Continued)

For the Year Ended 31 December 2018

11. Tangible assets

Cost

At 1 January 2018
Additions
Disposals

At 31 December 2018

Accumulated depreciation
At 1 January 2018
Disposals

Charge for the year

At 31 December 2018

Net book amount
At 31 December 2018

Net book amount
At 31 December 2017

12. Investment properties

Valuation

At | January 2018
Capital expenditure
Revaluation

At 31 December 2018

Fixtures and Fittings Total
£ £

18,856 18,856
6,451 6,451
(6,729) (6,729)
18,578 18,578
10,733 10,733
(6,729} (6,729)
4,715 4,715
8,719 8,719
9,859 9,859
8,123 8,123
Property Total
£ £
8,867,959 8,867,959
2,556 2,556
614,693 614,693
9,485,208 9,485,208

The investment properties were purchased in 2014, The fair value of the properties at 31 December 2018 has been
arrived at on the basis of a valuation carried out at that date by the directors of the company who are not
professionally qualified valuers but have extensive experience in carrying out internal valuations of properties in the

wider Akelius Group and accordingly are considered to be competent valuers for this purpese.

All properties have been valued using the yield method, meaning each property is valued by discounting the
estimated future cash flows. The estimated future cash flows are based on existing rental income and estimated
operating and maintenance costs adjusted for expected changes in rental and vacancy levels. The property’s fair

value comprises the sum of the discounted cash flows during the calculation period and the residual value.
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12. Investment properties (continued)

Future rental levels are based on actual rent, adjusted for potential rental growth, calculated from investments made
in the properties as well as inflation. Vacancies are considered on the basis of the current vacancy situatien for each
individual property, adjusted to a market vacancy level taking into account the property’s individual characteristics.

Operating and maintenance expenses are based on the estimations of the market level per the calculation period,
adjusted for inflation. Property administration costs are assessed based on the average cost level.

The required yield is determined by adding the interest rates to risk premiums. The risk premium covers the market
risk and the property-related risk based on the building’s location and the prevailing supply and demand. The
required yield is assessed, as far as possible, with reference to similar property transactions that have been completed
on the market, as well with comparable properties.

It is the policy of the group that one third of the group’s property portfolio is independently valued each year as

check-and-balance against internal valuation. Allsop LLLP were engaged to conduct these valuations. The valuation
refelcted in the financial statements are per the directors’ valuations.

The historical cost of investment property held is £6,811,405 (2017: £6,808,850).

The company leases out all of its investment properties under operating leases. The future aggregate minimum
rentals receivable under non-cancellable operating leases are as follows:

2018 2017
£ £
Less than one year 231,305 172,995
Between one and five years 11,195 -
13. Debtors
2018 2017
£ £
Trade debtors 1,650 1,999
Less.: provision for impairment of (449) i
receivables

1,201 1,999

Am i
ounts owed by group undertakings 832,520 832.529
Other debtors 2,195 -
Prepayments and accrued income 9,597 2,798
845,522 837,326

Amounts owed by group undertakings are unsecured and have no fixed date of repayment. No interest is charged on
group intercompany balances payable on demand.
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14. Creditors: Amounts falling due within one year

2018 2017

£ 3

Trade creditors 14,242 397
A t dt dertaki

mounts owed to group undertakings 6,000,421 6.052.057

Other creditors 218 218

Corporation tax - -

Accruals and deferred income 27,415 20,331

6,042 296 6,073,003

Amounts owed to group undertakings includes intercompany loans repayable on demand. The immediate parent
company pays interest on amounts due to other group companies based on a mix of fixed and floating market rates
ranging from 2.5% to 4.8%, which is re-charged to the company. All amounts are unsecured.

15. Provision for deferred taxation

2018 2017

£ £

Provision brought forward 226,741 219,138
Increase/(decrease) in provision 104,498 7,603
Provision carried forward 331,239 226,741

The amount for provisions for liabilities includes the following deferred tax liability by type of timing difference:

2018 2017
£ £
Pcfened tax hablh'ty on revaluation of 331.239 226,741
nvestment properties

Deferred tax on accelerated capital
allowances i
331,239 226,741

16. Called up share capital

2018 2017
£ £
1,400,001 {(2017: 1,400,001) ordinary shares of £1 1,400,001 1,400,001

Each share is entitled to one vote in any circumstances and each share is also entitled pari passu to dividend
payments or any other distribution, including a distribution arising from a winding up of the company.

23



Akelius UK Three Limited
Notes to Financial Statements (Continued)

For the Year Ended 31 December 2018

17. Related party transactions
The company is exempt from disclosing other related party transactions under FRS 102 para 33.1A as they are with
other companies that are wholly owned within the group.

18. Controlling parties
The immediate parent undertaking is Akelius Residential Limited. This company heads the smallest group to

consolidate these financial statements.

The uitimate parent undertaking and the largest group to consolidate these financial statements is Akelius
Apartments Limited, incorperated in Cyprus. Copies of the financial statements of this company can be obtained
from the Company Secretary, kelius Apartments Limited, 101 Acropolecs Avenue 4th Floor, CY-2012 Strovolos,
Nicosia, Cyprus.

The ultimate controlling party is The Akelius Foundation registered in the Bahamas.
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