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ARTESIAN DEVELOPER plc

CHAIRMAN’S STATEMENT

Dear Sharcholder

Please find enclosed the report of the directors and the audited financial statements for the year ended 31 March
2012 and the Notice of the Annual General Meeting to be held on 4 October 2012

The hey points in this year’s report and accounts are

* Net asset value (“NAV™) per share £2 25 (2011 £2 16}
+ Net assets have increased to £5 94m from £5 68m

* Pre-tax gains £354,000 (2011 £138,000}

I am glad to report another year of NAV growth The increase has been generated from realised profits, by
contrast with the 2011 year where the growth was more a reflection of movement in capital values

Profits have ansen from the sales achieved at Whitfield Street, known as Crabtree Place for markeling purposes
The penthouse, three townhouses and the commercial unit were sold during the year, at prices close to
expectation It 15 satisfying that this project, for so long dependant on planning and construction to come to
frntion, has now generated substantial profits for shareholders That three townhouses remain to be sold, out
of the twelve buldings ongnally available to the market, 1s a disappointment, but 1s a reflection of the
prevalent sense of uncertainty regarding economic prospects, and the well publicised increase in the stamp duty
levels on houses in the Crabtree Place price range

APP s financing has been a major acuvity during the year, as the banks have sought to reduce significantly their
property lending levels I am glad to report that APP has now paid off, in full and on time, two facilities which
matured in the financial year, and has renegonated its remaimming loan for a further three years The very
substantial cash amounts required to repay the loans were generated by sales at Crabtree Place and from the
sale of our bulding on Sekforde Street, operated as a business centre, to an institutional property fund The
Sekforde Street sale generated both cash and a significant profit, though at the cost of a reduction 1n APP’s
rental income

There 1s much other activity underway at present concerned with restoring the rental income and creating future
profits and increases n capital values Buwlding work 1s underway at the Yaldham Manor Estate and at
Maidstone, where APP 1s bulding a delivery and sorting centre for lease by the Royal Mail, and we are
negotiating new tenancies on buldings which currently have vacant umts APP has been actively assessing and
making offers on builldings in London, and, since the year end, has made two acquisiions A commercial
bulding in South-West London will be demolished and redeveloped into four town houses, which will be ready
for sale by the end of 2013 Very recently, the second, an office on Conduit Street, London W1, following
obtaining planning consent, will also be converted into five residential units by 2014 Consideration 1s being
given to making further acquisiions funded by joint-venture partners, in the absence of significant bank
financing We are maintaining an active approach to property, as uncertainty about the current economic
posttion poses rnisk but also offers opportunities

The report and accounts are being sent out to shareholders slightly later than usual, refiecting completion of the
renewal of APP's major banking facility In consequence, | am pleased to report that the Board has concluded
that APP s funding position 1s now secured, and that a share sale facility will be offered this year 1 thank all
sharcholders for therr patience and understanding of the reasons that necessitated the long interval since the
previous facility was made available in 2008

Details of that offer, which 1s an opportumty to both sell and buy shares, are set out in the letter enclosed with
this report If you do not wish to sell all or part of your shareholding or do not wish to purchase further
shares you do not need to take any action 1n response 1o that letter, Sharehaolders intending to offer to buy
or sell shares should read the accompanying letter, the offer to sell and the apphcation to purchase most
carefully Whlst the directors will endeavour to answer any questtons shareholders might have regarding the
company or the procedures 1o be followed, we are unable to advise shareholders as to the action they should
tahe and for such advice shareholders should therefore refer to their own professional or financial advisers

1 look forward to reporting further progress to you next year

MARK BREEN
Chairman
15 August 2012

60, Webbs Road,
London, SW11 6SE




ARTESIAN DEVELOPER ple

REPORT OF THE DIRECTORS

The directors submil their report and the audited financial statements of Artesian Developer plc (“the
company”) for the year ended 31 March 2012

BUSINESS REVIEW
The company

In order to share opportumties and financial resource, especially where the scale of investment 15 sigmficant,
the company 1s a partner in Artesian Property Partnership (“APP ), i which the net assets of the company are
nvested The results reflect the company’s 15 49% (2011 15 49%) share of the results of APP The basis of
preparation of the financial statements 15 set out 1n note | and financial informaton relatng to APP 15 set out
n note 2

The company’s profit for the year before taxation was £403,708 (2011 loss of £8,184) from which has been
deducted a corporation tax charge of £93,.834 (2011 recovery of £3,573) to give a profit for the year on
ordinary acuvities after taxation of £309,874 (2011 loss of £4,611) Ihe company’s share of the revaluation
deficit on mvestment properties before taxation was £49.115 {2011 surplus of £146,502) The company’s net
asset value per share was £2 23 (2011 £216)

Artesian Property Partnership (“APP”)

APP carnies out a wide range of property related activities, including investment, deselopment and trading
Investments have been made in other property related activities, jowntly with others, in CHF Trebovir LLP and
Embergreen Technology Limited where effective control s with APP, and the results of those activities have
been included 1n the APP group results

APP has nine companies as partners Artesian Challenger ple, Artesian Compettor plc, Artesian Performer ple,
Artesian Petformer I plc, Artesian Select plc, Artesian Select IT plc, Artesian Developer plc, Artesian
Developments plc and Artesian Developments IT ple These compames have each made caprtal contnbutions
to APP equivalent to the relevant company’s consolidated net asset value in return for a share of APP Financial
information relating to APP, and the basts of preparation of the APP financial statements, 1s set out in note 2

Each partner company reports 1ts share of APP as an investment 1n a joint venture on the basis that, under the
Partnershup agreement, there are no restrictions on the distnbution of profits from the Partnership Partner
companies may make cash drawings on APP to meet their own corporate expenses and taxation liabilities

Each partner company’s share 1s calculated by reference to the net asset values of all the companies of APP at
1 April 2011, reduced by costs bomme directly by the compamies The share attnbutable to a partner company n
the future may vary 1n line with any fluctuation 1n the proportion of entitlement that the partner companies may
undergo following future amounts returned to shareholders in partier compames

The principal nsks and uncertainties faced are those of the tming of mvestment acquisitions (and, if
appropnate, planning consent and construction), interest rates, tenant covenant and the timing of disposals,
locating and acquinng sites for profitable development and oblaimng planmng consent and the construction,
financing and selling of developments APP seeks to mitigate these risks by having an exposure to a vanety of
markets, avoiding a concentration on a single sector Interest rate nisk in respect of bank borrowings 15 managed
by entering into swaps or purchasing caps, as appropnate

"I he profit of the APP group for the year on ordinary activities before tax and partner companies’ drawings and
munonty interests was £3,028802 (2011 £586,402) TI'he unrealised surplus on revaluation of investment
propertes of the group was £317,002 (2011 surplus of £945,590)

The major acuvities of the year have been sales at Whitfield Street and Sekforde Street, both 1n central London,
and management of APP’s cash resources and facilitics

Three of the twelve units available to the market at Whitfield Street had been sold at the start of the financial
year, and dunng the year the commerctal umit, the penthouse and three of the seven townhouse were sold at
prices matching expectauons The sales value of the five umts sold in the year totalled some £14 2m, bnnging
total sates at Whitfield Street, known for marketing purposes as Crabtree Place, to £19 4m Four townhouses
remained to be sold at year end, of which one has subsequently been sold at the same price of £2 6m as the




ARTESIAN DEVELOPER plc

REPORT OF THE DIRECTORS (continued)

three earlier sales The sales proceeds have been substantially used to form part of the repayment of the
des elopment facility provided by LLloyds Bank 1n 2008, which was repaid 1n full, and on time, dunng the year
The remaining units are bemng actively marketed and are attracuing interest The rate of sales has certainly
slowed down, and has not matched expectation, though 1115 perhaps not yet fully evident what effect the recent
Budget measures increasing stamp duty on residential property for sale at over £2m has already, or will have,
on demand for the unsold Whatfield Street houses

APP acquired Sekforde Sireet 1n 2005 and has since then operated the building, which 1s 1n Clerkenwell close
to the City of London, as a business centre [t was considered that that a steady operational income stream from
that business would be attractive, and that, in addition, the building could offer, subject to planmng consent,
opportumty for residenttal development As the current economic conditions of the last few years have
conunued, interest in the butlding has increased, and in August 2011, APP sold the building 1o a major property
fund The price agreed represented a very satisfactory uplift on the capital cost paid to acquire the building, and
has contributed sigmficantly to the APP profits thus year The decision to sell was not straghtiorward, as the
income stream will be difficult to replace However, the sale generated much of the cash required to repay a
bank which wished to have its facility repard on matunty

At Yaldham Manor, work to meet the demanding conservation and planning requirements has continued
throughout the year, though again the full effects of the recent Budget on VAT 1n rclation to l1sted buildings are
not wholly clear, as the government has only recently completed 1ts review of the responses to consultation
There appears to be slight encouragement that APP will suffer less from the Budget than was at first feared

The Embergreen project carned out successful tnals duning the year, and the process 1s now demonstrated This
1s sausfying progress and enables the next stage of development and environmental approval to be planned
The rate at which the pyrolosis occurs 1s, however, not yet sufficient to meet the most profitable potential
commercial demands, though a review of the market for destruction of commercial confidenttal waste 15
underway The next stage will require either more capital from APP or the introduction of a partner, and APP
will not commut to that capital expenditure until both a market 15 established and the avalability of funding is
clear Accounting standards require thal fixed assets, such as the carboniser plant of Embergreen, be able to
demonstrate a value “in use”, and, as 1t 1s not probable that the carbomser will actually be “in use” within the
current financial year, the directors of Embergeen have concluded that the carrying value of the carbomiser plant
should be reduced to nil by making an impairment charge of £643,055

The second house at the development 1n Kingston, carnied out through Oxted Properties Limited, the company
which operates APP’s joint venture with Avicam, sold profitably dunng the year APP makes management
charges to Oxted, which are recogmsed 1n APP’s profit and loss account A further development, this time
returning to the Crown Estate, Oxshott, the scene of a successful development three years ago, has been agreed
with Avicam, and bullding 1s underway for which we have been able to arrange bank funding

Work 15 also undenwvay at APP’s site in Maidstone (reported as “assets n the course of construction”}, where
during the year a settlement was negotiated and recerved from the departing tenant, which has generated cash
to fund the redevelopment of part of the site An agreement has been entered into with the Royal Mail to lease
a delivery and sorting centre on the site, and buillding work 1s currently underway On completion of that work,
due later this summer, APP will have replaced an unwilling tenant approaching the end of their lease with a
tenant of better covenant on a longer lease APP’s rental income will, however, suffer during the build and
imtial occupancy penod

The Trebovir hotel has continued to achieve good occupancy levels and room rates, and has generated cash for
APP The valuation of the hotel rose only shightly this year, perhaps reflecing the uncertainty of the rmpact of
the Qlympic Games

The value of the South-West London mid-range residenual portfolio rose overall by under 3% Duning the year
one property was sold for 3 5% above the value in March 2011, after costs A further two properties were sold
in the lower range South East London portfolio, where lease enfranchisement costs were mmpending, and that
portfolio rose on valuation, posstbly shghtly against expectation, by 5 6%

Financing has conunued to be a major priority for APP dunng the year, so significant effort and ume has been
expended to ensure that APP has met all its banking obligations and loan matunties The current position on
APP loans 1s as follows




ARTESIAN DEVELOPER pl¢

REPORT OF THE DIRECTORS (continued)

« the corperate revolving facility of £15m with Lloyds due to mature m August 2012 has been replaced,
subsequently to the year end, by a three year revolving property loan facihity of £25m Properties formerly
secured with other banks, where loans have been repaid, have been offered as secunty

* the facihity with Lloyds to acquire and develop the Whitfield Street site has been fully repaid within the
financial year within the matunty of that facility, from a combimation of Crabiree Place sales proceeds and
other APP cash resources The rematning townhouses have been offered as security for the new three year
£25m facility

* the facility with Bank of Treland which was due to mature in December 2011 was repaid within the financial
year 1n full in advance of the due date, principally from the sale proceeds of Sekforde Street, and from
APP’s cash resources

In consequence of these repayments and renegotiations, APP, at the date of this report, now has no debt due to
mature within the ume 1t will take for APP to develop out existing projects such as Yaldham and Maidstone
The Commuttee 15 satisfied, and pleased, that the use of the “going concern” assumption in prepanng the
financial statements. on which the Commattee was last year obhiged to note a “matenal uncertainty’, 1s once
agawn considered appropriate

APP has recently completed the acquisition of a commercial building 1n South West London for demolition and
redevelopment into four townhouses A further office bulding on Condwit Street, London W1, very recently
has been acquired which, following planning consent, will be converted into five residential units Further
potental acquisiions in Central London are being assessed, very possibly for development with joint venture
partners which would supply the cash required The Comnuttee 1s confident that these acquisitions should
generate profits from 2014 onwards

Prospects for the current financial year depend on the completion of sales of the remaining townhouses at
Crabtree Place and continued progress on Yaldham and Oxshott The trend in commercial and residential
property valuations, as with many businesses, will depend on factors such as the economic and political
conditions, including markel reaction to the recent Budget proposals for residenual housing

After review and consideration of APP’s cash resources and current projects and profitability, the Committee
considers that funds can be made available to enable a share sale factlity to be offered this year

DIRECTORS

The directors duning the year and up to the date of the signing of these financial statements were
M R Breen

A P Cunmngham

N J L Welch

A directors’ and officers’ indemnity policy was in force during the year




ARTESIAN DEVELOPER ple

REPORT OF THE DIRECTORS (continued)

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The directors are responsible for preparing the report of the directors 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
directors have prepared the financial statements m accordance with Umted Kingdom Generally Accepted
Accounting Practice (Umted Kingdom Accounting Standards 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 and loss of the company for that penod 1n prepanng
these financial statements, the directors are required to

s select suitable accounting policies and then apply them consistently,

« make judgements and accounung estimates that are reasonable and prudent,

+  state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements,

= prepare the financial statements on the gong concern basis unless 1t 1s inappropnate to presume that the
company will continue tn business

The directors are responsible for keeping adequate accounting records that are sufficient o show and explam
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 also responsible for safeguarding the assets of the company and hence for tahing reasonable steps for the
prevention and detection of fraud and other irregulantes

PURCHASE OF OWN SHARES AND DIVIDENDS

Dunng the year, the company did not purchase ordinary shares for cancellation

In accordance with shareholders’ votes, no dividend has been paid, or 1s proposed {2011 £ml)

CREDITOR PAYMENT POLICY

While no formal code 15 adopted, the company’s current policy concerming the payment of its trade creditors
15, where possible, to settle the terms of payment when agreeing the terms of each transaction, ensure that
suppliers are aware of the terms of payment, and pay n accordance with its contractual and other obligations
The company’s average creditor payment peniod at 31 March 2012 was m:l days (2011 ml days)

INDEPENDENT AUDITORS AND DISCLOSURE OF INFORMATION TO AUDITORS

So far as the directors are aware, there 15 no relevant audit information of which the company’s auditors are
unaware FEach director has taken all steps that they ought to have taken as a director in order to mahe
themselves aware of any relevant audit information and to establish that the company's auditors are aware of
that information

The term of office of the auditors, PncewaterhouseCoopers LLP, will expire at the forthcoming Annual General
Meeting, and a resolution to ge-appoint themn as auditors of the company will be proposed at that Annual

Io ompany Secretary
15 August 2012

40, Queen Anne Street,
London, W1G 9EL




ARTESIAN DEVELOPER ple

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
ARTESIAN DEVELOPER ple

We have audited the financial statements of Artesian Developer ple for the year ended 31 March 2012 which
comprise the Profit and Loss Account, the Balance Sheet, the Cash Flow Statement, the Statement of Total
Recogmsed Gains and Losses, the Note of Histoneal Cost Profits and Losses and the related notes The
financial reporting framework that has been applied in their preparation 1s applicable law and United Kingdom
Accounting Standards (Umted Kingdom Generally Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Directors” Responsibulities Statement on page 6 the directors are responstble for
the preparation of the financial statements and for being satisfied that they give a true and fair view Our
responsibility 1s to audit and express an opinion on the financial statements in accordance with applicable taw
and International Standards on Auditing (UK and 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 Compames Act 2006 and for no other purpose We do not, in giving
these opintons, accept or assume responsibility for any other purpose or to any other person to whom this report
1s shown or into whose hands 1t may come save where expressly agreed by our prior consent 1n writing

Scope of the audit of the financial statements

An audit mvolves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to give reasonable assurance that the financial statements are free from material misstatement, whether caused
by fraud or emor This includes an assessment of whether the accounling policies are appropnate 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 addrtion, we read all the financial and non-financial information 1n the Report of the Directors to 1dentfy
material inconsistencies with the audited financial statements If we become aware of any apparent material
misstatements or inconsistencies we consider the imphcations for our report

Opwnton on financial statements

In our opimion the financial statements

+ give a true and fair view of the company’s affars as at 31 March 2012 and of 1ts profit and cash flows for
the year then ended,

e have been properly prepared m accordance with Umited Kingdom Generally Accepted Accounting
Practice, and

» have been prepared 1n accordance with the requirements of the Companies Act 2006

Opimon on other matters prescribed by the Companies Act 2006

In our opinion the information given 1n the Report of the Dircctors for the financial year which the financial
statements are prepared 15 consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to
report to you if, in our opinion

»  adequate accounting records have not been kept, or returns adequate for our audit have not been recerved
from branches not visited by us, or

» the financial slatements are not 1n agreement with the accounting records and retumns, or
» certamn disclosures of directors’ remuneration specified by law are not made, or
* we have not recerved all the information and explanations we require for our audit

Soma Copelahd (Semor Statutory Auditor)

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

15 August 2012




ARTESIAN DEVELOPER plc

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2012

2012 2011
Note £ £
Tornover - -
Cost of sales - -
Gross profit - -
Administrative expenses (59,184) (58,313)
Operating loss 3 (59,184) (58.313)
Income from fixed asset investment
APP joint venture 2 462 892 50,129
Profit/(loss) on ordinary activities before taxation 403,708 (8,184)
Tax on profit/(loss) on ordinary activities 5 (93.834) 3573
Profit/(loss) for the financial year 11 309,874 4.611)

All results derive from continuing operations




ARTESIAN DEVELOPER plc

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

FOR THE YEAR ENDED 31 MARCH 2012

Profit/{loss) for the financial year

Other recogmsed gains and losses dunng the year

Share of unreahised (defieit)/surplus on revaluauon of investment
properties held in APP Joint venture

Total other recogmised gains and losses relating to the year

Total recognised gains and losses relating to the year

NOTE OF HISTORICAL COST PROFITS AND LOSSES
FOR THE YEAR ENDED 31 MARCH 2012

Reported profit/(loss) on ordinary activities before taxation

Realisation of surplus on revaluation of investment properties
held in APP joint venture

Histoncal cost profit on ordinary activities before taxation

Histoncal cost profit for the year retained after taxation

2012
£

309874

(49,115)

(49,115)

260,759

2011
£

(4,611}

146,502

146,502

141,891

2011

(8,184)

26,142

17,958

21,531




ARTESIAN DEVELOPER plc

BALANCE SHEET
AT 31 MARCH 2012
Note 2012 2011
£ £
FIXED ASSETS
Investment 1n APP joint venture 2
Share of gross assets 9,758,105 13,572,801
Share of gross liabilities (3,786 .295) (7,957 ,600)
5971810 5,615,201
Investments 6 74,753 74,733
6,046,563 5,689,954
CURRENT ASSETS
Debtors 7 - 3,573
CREDITORS amounts falling
due within one year 8 (100,457) (8,180)
NET CURRENT LIABILITIES (100457) (4,607)
TOTAL ASSETS LLESS CURRENT LIABILITIES
AND NET ASSE1S 5,946,106 5,685,347
CAPITAL AND RESERVES
Called up share capital 10 1,318,356 1,318,556
Share premium account I1 2,244 705 2,244 705
Capital redemption reserve It 1,205,746 1,205,746
Revaluation reserve It (1,683,008) (1,281 877)
Profit and loss reserve 1t 2,860,107 2,198.217
TOTAL SHAREHOLDERS’ FUNDS 12

5,946,106

5685347

The financial statements on pages 8 to 21 were approved by the board of directors on 15 August 2012 and were

signed on 1ts behalf by -

Duirector

Registered number 2793529




ARTESIAN DEVELOPER plc

CASH FLOW STATEMENT
FOR THE YEAR ENDED 31 MARCH 2012

2012 2012 2011 2011

OPERATING ACTIVITIES

Net cash flow from operating
activities (58313 (58313)

RETURNS ON INVESTMENTS
AND SERVICING OF FINANCE

Drawings from APP joint venture 54,740 58313

Net cash flow from returns
on mvestments and servicing of finance 54,740 58313

TAXATION

Corporation tax recovered 3573 -

INCREASE IN CASH - -

11




ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MARCH 2012

1 PRINCIPAL ACCOUNTING POLICIES

These financial statements are prepared on the gomng concern basis, under the listoncal cost convention as
modified by the revaluation of certain fixed assets, and tn accordance with the Companies Act 2006 and
applicable accounting standards 1n the Unted Kingdom The principal accounting policies, which have been
apphed consistently throughout the year, are set out below

BASIS OF PREPARATION OF FINANCIAL STATEMENTS

In accordance with Financial Reporting Standard 9 “Associates, joint ventures and other arrangements”, the
company’s share of APP 1s reported as a “joint venture” on the basis that, under the Partnership agreement,
there are no restrictions on the distribution of profits from the Partnership This requires the company to report
in 1ts own financial statements that share of APP’s gross assets less gross liabilities, and recognise 1n its profit
and loss account, as a single item, its share of APP’s income The item 1n the Profit and Loss account described
as “Income from fixed asset investment APP jomnt venture” represents the company's share of APP’s pre-tax
income, less the taxation of APP’s subsidiary companies, less the share of post — tax income attnbutable to
munority interests The company’s share of the unrealised surplus or deficit on revaluation of investment
properties held in the APP joint venture 1s reported m the Statement of Total Recognised Gains and Losses and
15 taken to the Revaluation Reserve except where the deficit 1s considered to be permanent

The share of APP’s consoltdated results that has been recognised by the company 1s 15 49% (2011 15 49%)
That share 1s calculated by reference to the net asset values of all the partners of APP at 1 Apnl 2011, reduced
by the costs borne directly by the company The share attributable to the company in the future may vary in
line with any fluctuation 1n the proportion of entitlement that the company may undergo following future
amounts returned to shareholders 1n the company and to the other APP partner companies Advantage has been
taken of the exemptton conferred by regulation 7 of SI 1993/1820 from the requirements of regulations 4 to 6
of 51 1993/1820

INVESTMENTS

Fixed asset investments represent the cost of acquisittons, less any impairment Impairment reviews are
performed where there has been an indication of potential impairment and any required provision 1s charged to
the profit and [oss account

CURRENT AND DEFERRED TAXATION

The tax expense recognised 1n the profit and loss account comprises current and, where approprate, deferred
tax, and anses prncipally on the company’s share of profits and gains of APP, excluding taxation of APP
subsidianies which 1s reported in “Income from fixes asset investment APP joint venture” The current
corporation tax charge 1s calculated on the basis of the UK tax laws enacted at the balance sheet date

Deferred tax 1s recognised in respect of all tming differences that have onginated but not reversed at the
balance sheet date, where transactions or events that result in an obligation to pay more tax 1n the future or a
right to pay less tax 1n the future have occurred at the balance sheet date A net deferred tax asset 1s recognised
as recoverable and therefore recognised only when, on the basis of all available evidence, 1t can be regarded as
more likely than not that there will be suitable taxable profits against which to recover cammed forward tax
losses and from which the future reversal of underlying tmng differences can be deducted Deferred tax 1s
measured at the average tax rates that are expected to apply in the peniods in which the timing differences are
expected to reverse, based on tax rates and laws that have been enacted or substanuvely enacted by the balance
sheet date Deferred tax 1s measured on an undiscounted basis

During the year, as a result of the change 1 the UK corporation tax rate to 24% effective from | Apnl 2012
that was substantively enacted on 5 July 2011, the relevant deferred tax balances have been re-measured at
24%




ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2012

2,  ARTESIAN PROPERTY PARTNERSHIP

{continued)

21 With effect from I April 1998, the company became a partner 1n Artesian Property Partnershup (“APP”)
The other partners are Artesian Challenger ple, Artesian Competiter ple, Artesian Performer plc, Artestan
Performer II ple, Artesian Select plc, Artesian Select II plc, Artesian Developments ple and Artestan
Developments Il ple M R Breen, A P Cunningham and N J L Welch are directors of each of the
partner companies The pnncipal place of business of APP 1s 60 Webbs Road, London, SW11 6SE

22 The audited profit and loss accounts of APP for the years ended 31 March are set out below

Turnover:

Continutng operations

Costs of sales

Gross profit:
Impairment of fixed asset

Administrative expenses

Operating profit: Continmng operations
Profit/(loss) on sale of investments
Interest recervable and similar income

Interest payable and simitlar charges

Profit on ordinary activities before taxation
Tax on profit on ordinary activities

Profit on ordinary activities after taxation
Minonty interests

Profit for the financial year

Pro-forma  Pro-forma
share share
attributable  attnbutable
to the lo the
company company
APP APP 15 49% 15 49%
2012 2011 2012 2011
£ £ £ £
20,007,159 29.237,000 3,009750 4,529.747
(14246,183) (25338,322)
5,760976 3898478
(643,055 -
(1,864366) (1,640499)
3,253,555 2257979
977 548 (107,114)
82573 115,161
(1284874) (1,679,624)
3,028.802 586 402 469258 90,852
(79.906) {101,122) (12,380) (15.,667)
2,948 896 485,280 456,878 75,185
38812 (161,728) 6014 (25,076)
2,987,708 323552 462,892 50,129




ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2012

2, ARTESIAN PROPERTY PARTNERSHIP (continued)

23 The audited balance sheets of APP at 31 March are set out below
Pro-forma  Pro-forma

share share

attnbutable atinbutable

to the to the

company company

APP APP 15 49% 15 49%

2012 2011 2012 2011

Fixed assets £ £ £ £
Tangible fixed assets 747058 841,731
Investment property 40,322,500 49,095,000
Investments 184,685 156

41254243 49,936,887 6391603 7,737,052

Current assets

Stock property 13393818 24463975
Debtors 2,181,171 4,836,604
Cash 6,153,906 8,388,906

21,728,895 37,689,575 3366,502 5839322

Creditors amounts falling due withun one year (16972,651) (29,196988)  (2,632,013) (4,523547)

Net current assets 4,756,244 8,492 587

Total assets less current habilies 46010487 58429474

Creditors amounts falling due after more

than one year (6,938,855) (21,103881) (1.075,051) (3,269,667)
Provisions for habilines (229,709) - (35,589) -
Net assets 38,341 923 37,325,593 6015452 5,783,160
Minonty interest (887.20%) (1.061011) (137.46%) {164,386)
Partners’ caputal 37934639 36264582 5877987 5618774

Reported in the company’s balance sheet as
Gross assets 9,758,105 13,572,801
Gross Liabilities (3.786,295)  (7,957,600)

5971810 561520t
Corporation tax (93.823) 35N

5877987 5618774




ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 3| MARCH 2012

2 ARTESIAN PROPERTY PARTNERSHIP

2 4 lhe analysis of turnover, operating profit and net assets of APP 1s as follows

Class of business
Continuing operations
Rental
Stock properties

Turnover
2012 2011
£ £

5713920 6,374,531
14293239 22862469

20,007,159 29,237,000

Operating profit

Borrowings due after more than one year

Other fixed asset investment
Debt falling due within one year (2011 after more than one year)

2 5 Invesiment Property held by APP

At 1 April 2011
Reclassification
Additions

Transfer from stock

Transfer to asset in course
of construction

Disposals

Freehold

property
at cost
£

50331589
4463679
229,652
1.350,000

(4,463.679)
(7.599,683)

Decrease in valuation 1n the year -

At 31 March 2012

{continued)

(continued)

Net assets
2012 2011
£ £

31055217 41,209,940
13393818 15,536,930

44449035 56,746,870

(6.938,855)(21,103,881)
931,743 782,604
400,000 900,000

38841923 37,325,593

Valuation Total at
deficit valuation
£ £

(8,026,247) 49 095,000

- 237,162
- 1,350,000

1,763,679  (2,700,000)

(7,727.933) (2272067) (10,000,000)

(359.662)  (359,662)

44311558

(8,894,297) 37,622,300

The investment properties of the group and the partnership have been stated at Marhet Value at 31 March 2012
of £37,622,500 (partnership £23,447,500) as valued by

* Dnvers lonas Deloitte LILP, Chartered Sunveyors acung as External Valuers, for properties of the group
vatued 1n total at £26,572,500, and of the partnershup valued mn total at £23 447 500

*  Sawills LLP, Chartered Surveyors acting as External Valuers, for a properly of the group, valued at
£11,050,000 (partnership £ ml)

The valuattons have been carned out 1n accordance with the RICS Valuation Standards - Professional Standards

8th ediion




ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2012

2. ARTESIAN PROPERTY PARTNERSHIP (continued)
2 6 Pnncipal accounting policies of APP
1) BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The “group” figures reflected 1n the financial statements include the results of the Partnershup and 1ts
wholly owned subsidiary compames, Artesian 20 Lumuted, Highfend Limited, Artesian Sekforde
Limited and Speed 6834 Limited Envestments have been made 1n property developments, jomntly with
others, in CHF Trebovir LLP and Embergreen Technology Limited where effective control 1s with
APP, and the results of those activities have been included 1n the APP group results

The Commuttee of Management has reviewed the cash flows and banking facilittes of APP, details of
which are set out 1n the Business Review, and notes that

* the corporate revolving facility of £15m with Lloyds due to mature in August 2012 has been
replaced, subsequently to the year end, by a three year revolving property loan facility of £25m
Properties formerly secured with other banks, where loans have been repaid, have been offered as
security

¢ the facihity with Lloyds to acquire and develop the Whitfield Street site has been fully repaxd
within the financial year within the matunty of that facility, from a combination of Crabtree Place
sales proceeds and other APP cash resources The remaining townhouses have been offered as
security for the new three year £25m facility

+  the facthty with Bank of Ireland which was due to mature in December 2011 was repatd within
the financial year in full in advance of the due date, principally from the sale proceeds of Sekforde
Street, and from APP’s cash resources

In consequence of these repayments and renegotiations, APP, at the date of this report, now has no debt
due to mature within the time 1t will take for APP to develop out existing projects such as Yaldham and
Maidstone The Commuttee 1s satisfied, and pleased, that the use of the “going concern™ assumption mn
preparing the financial statements, on which the Comrmittee was last year obliged to note a “matenal
uncertainty”, 1s once agatn considered appropriate

1} INVESTMENT PROPERTY

In accordance with SSAP 19, the investment property portfolio 1s revalued annually on a market value
basis by appropnately qualified external valuers Any revaluation surplus or deficit ansing 1s reported
in the Statement of Total Recogmsed Gains and Losses and 15 taken to the revaluation reserve except
where the deficit ts considered to be permanent Permanent deficus are taken to the profit and loss
account

No depreciation or amortisation 1s provided n respect of freehold or leaseholds of over 50 years held as
mvestment properties The requirement of the Companies Act 2000 15 to depreciate all properties, but that
requirement conflicts with the generally accepied accounting principle set out in SSAP 19 The Commiltee
of Management believes that as these properties arc not held for consumption but mvestment, te
depreciate them would not give a true and fair view, and that 1t 1s necessary to adopt SSAP 19 1n order to
give a true and fair view Depreciation 1s only one of the many factors refiected 1n the annual valuation,
and the amount which might otherwise have been shown cannot be separately identified or quantified

Investment properties are reported as acquired at their full cost at the date of exchange of a purchase
contract, or, where later when all matenal conditions relevant to that exchanged purchase contract have
been sausfied

Investment properties are reported as sold at the date of exchange of a sale contract, or, where later,
when all material conditions relevant to that exchanged sale contract have been satisfied

Assets in the course of construction are carmed at cost which includes financing costs and oswvn labour
costs where relevant, and are reclassified as investment properties as soon as they are available for
letting All subsequent costs, including financing costs and own labour costs, are wntten off as they are
incurred

Assets on which substantial development 1s taking place are transferred to *Assets 1n the course of
construction” at the carrying value at the date of transfer

16




ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS (continued)

FOR THE YEAR ENDED 31 MARCH 2012

2 ARTESIAN PROPERTY PARTNERSHIP {continued)
) TURNOVER

Turnover compnses gross rental and service charge income, receivable during the year, the sale of
stock properties and hotel income, and was all dertved from UK activities Stock properhes are
reported as sold at the date of exchange of a sale contract, or, where later, when all material conditions
relevant to that exchanged sale contract have been satisfied Rental and hotel income 1s recognised on
an accruals basis as the rent due under the relevant lease for the financial year or part thercof

1v) STOCK PROPERTY
Properties carned as stock are valued at the lower of cost and net realisable value Cost includes the
purchase cost and associated acquisition costs and for development properties building costs, financing
costs and own labour costs

When disposal occurs of property which forms part of a larger development, the costs allocated to the
disposed stock 1tem reflect both direct costs and a proportion of overall project costs and overheads

v) CURRENT AND DEFERRED TAXATION — Partner companies

Taxation on each partner company’s share of profits and gans of the Partnership 1s the responsibility
of each of those partner companies The taxation habilities of APP’s subsidiary companies are
recogmsed within the financial statements of APP Partner compames have their own lability to
taxation, both current and deferred, based on their share of the APP results As the partner compames
will draw from APP to meet these liabilities as and when they fall due, a hiabihity to the partner
companies for those amounts has been recogmsed as “Partners’ corporation tax” and 15 shown both as
a drawing by the partners, and as a creditor falling due within one year

CURRENT AND DEFERRED TAXATION — Subsidiary companies

The taxation habihities of APP’s subsidiary compames are recogmsed within the financial statements
of APP The tax expense for the penod comprises current and deferred tax Tax 1s recogmsed 1n the
ncome statement The current income tax charge 1s calculated on the basis of the UK tax laws enacted
at the balance sheet date

Deferred taxation in subsidiary companies 1s provided at the current rate on uming differences that
have onginated but not reversed by the balance sheet date Deferred taxation 1s not provided on
unrealised revaluation gains on investment properties, unless, by the balance sheet date, the company
has entered 1nto a binding agreement to sell the revalued property and has recognised the gains and
losses expected to anse from the sale Deferred tax assets are recogmsed to the extent that 1t 15 more
likely than not that the assets will be recovered Deferred tax assets and habilities are not discounted
During the year, as a result of the change in the UK corporation tax rate to 24% effective from 1 April
2012 that was substantively enacted on 5 July 2011, the relevant deferred tax balances have been re-
measured at 24%

3 OPERATING LOSS
2012 201

Thus 13 stated after charging - £ £
Auditors’ remuneration -
Audit services - -

Auditors” remuneration 15 borne by APP The company’s share of the audit of APP, excluding APP subsidiaries,
was £3423 (2011 £5423)
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ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2012

4 EMPLOYEE INFORMATION

41 Drrectors’ remuneration of £59,184 (2011 £58.313) compnse fees charged directly to the company by
third parties for the servicesof M R Breenand N J L Weich

The remuneration of A P Cunningham 1s reported 1n the accounts of APP
42 Other than directors, the company has no employees

43 The average number of employees of APP including the company’s directors during the year was 12
(2011 11)

5  TAX ON PROFIT/LOSS) ON ORDINARY ACTIVITIES

2012 2011
£ £
Current tax
UK corporation tax on profits/(losses) of the penod 93,823 -
Adjustment 1n respect of prior periods 11 (3.573)
Total current tax and tax on profit/(loss) on ordinary activities 93,834 (3,577)

The tax assessed for the year 1s lower (2011 lower) than the standard effective rate of corporation tax 1n the
UK for the year ended 31 March 2012 of 26% (2011 small profits rate of 21%) The differences are explained
below

Factors affecting the tax charge for the year:
Profit/(loss) on ordinary activities before taxation 403,708 (8,184)

Profit/(loss) on ordinary activities before taxation
multiphed by UK corporation tax of 26% (2011 small profits rate of 21%) 104,964 (1,719}

Increased by

Share of post tax losses of APP subsidianes 40,763 -
Adjustments 1n respect of pnor penods 11 -
Losses not utilised - 1.719

and reduced by

Group relief (25,143) -
Marginal tax rates (16,155) -
Utilisation of tax losses (6,946) -
Other 1tems (3,660) -
Adjustments 1n respect of prior penods - 3573
Current tax charge/{credit) for the year 93,834 (3.573)

Factors affecting current and future tax charges:

The UK corporation tax rate effective from 1 Apnl 2011 was reduced to 26%, and will be 24% effecuve from
1 Apnl 2012
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ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS {continued)
FOR THE YEAR ENDED 31 MARCH 20612

6 INVESTMENTS

2012 2011
£ £
Other mvestments, ordinary shares at cost
At | Apnl and 31 March 74,753 74,733
The directors consider that the investments are worth not less than their carrying value
7  DEBTORS 2012 2011
£ £
Amounts falling due within one vear
Corporation tax recovery - 3,573
- 3573
8 CREDITORS: amounts falling due within one year
2012 2011
£ £
Amounts due to APP partners 6,634 8,180
Corporation tax 93,823 -
Tota! creditors 100,457 8,180

9  PROVISION FOR LIABILITIES AND CHARGES
DEFERRED TAX

In accordance with FRS 19, no deferred tax has been provided on the unrealised revaluation gains on imvestment
properties The company’s share of taxation that would arnse if the revalued properties held in the APP joint
venture were sold at their revalued amounts would be £ml (2011 £ml)
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ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2012

10 CALLED UP SHARE CAPITAL

Authonsed -
100 Founders™ shares of 50p each
5.999,900 Ordinary shares of 30p each

Allotted and fully paid -
Founders’ shares of 50p each

Ordinary shares of 50p each
At 1 Apnland 31 March

Total share capital

(continued)

The benefits of the Founder Shares rank parn-passu with the Ordinary Shares

11 RESERVES

At ! Apnl 2011
Transfer of realised revaluation surplus

Revaluation deficit on mvestment propertics
in APP joint venture

Profit for the financial year

At 31 March 2012

2012 2011

£ £

50 50

2999950 2999950

3,000,000 3,000,000

2012 2011 2012 2011
Number of shares £ £

100 100 50 50
2,637.017 2637017 1318506 1318506
2,637,117 2,637.117 1318556 1318356
Share Capital Profit
premium  redemption  Revaluation and loss
account reserve reserve reserve

£ £ £ £
2,244.705 1205746  (1281,877)  2,198.217
- - (352,016} 352016

- - (49,115) -

- - - 309.874
2,244,705 1,205,746  (1,683,008) 2,860,107
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ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2012

12 RECONCILIATION OF MOVYEMENT IN SHAREHOLDERS’ FUNDS
2012 2011
£ £
Shareholders’ funds at | April 5,685,347 5,543 456
Profit/(loss) for the financial year 309874 “611)
Other recognised gains and losses relating to the year (49,115) 146.502
Shareholders’ funds at 31 March 5,946,106 5,685,347
13 RELATED PARTY TRANSACTIONS
a) TRANSACTIONS WITH APP JOINT VENTURE
The company has drawn £54,740 from the APP joint venture for corporate expenses and taxation
payments, and at 31 March 2012 there was a balance of £6,634 due to APP
b)  DIRECTORS’ INTEREST IN APP CONTRACTS

1) M R Breen has an interest mm Epiework Laimited which provided property services to the value of
£360,000 (2011 £310,000) to APP At 31 March 2012 the balance due to that company was £356
(2011 £72,764)

(n) N I L. Welch has an interest in Crescent Projects Lunited, which provided project management and
surveying services of £42 586 (2011 £39.396) to APP At 31 March 2012 there was no balance due to
that company (2011 £ml}

¢}  APP RELATED PARTY TRANSACTIONS

(1} Dunng the year,] § S (London Residential} Limited, a company w hose directors include R C Breen,
paid interest 10 APP of £41,518 and repaid £450,000 of the principal of the loan of which as further
£50,000 was discounted At 31 March 2012 the balance of the loan due from that company was
£400,000

(1) During the year, APP advanced £624,804 to Embergreen Technology Limited, a company in which
M R Breenand A P Cunmngham have mimonty interesls

(11} During the year, APP received £187.500 from CHF Trebovir LLP

21




