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ARTESIAN DEVELOPER ple

CHAIRMAN’S STATEMENT

Dear Sharcholder

Please find enclosed the report of the directors and the audited financial statements for the year ended 31 March
2014 and the Nouce of the Annual General Mceung to be held on 25 September 2014

The hey points 1n this year s report and financial statements are

* Net assct value {* NAV™)} per share £2 25 (2013 £220)

« Net assets have increased to £5 06m from £4 99m (adjusted for the 2013 buy back)
= Pre-tax gams £81 000 (2013 losses of £198,000)

While the results for this year may show only a shght increase yn NAV per share, | am pleased with the activites
of the year which have put the company in a good position to enjoy strong growth in the year o 31 March 2015,
as sel out mn last year s Business Review We have continued with the sales of commercial proporty outside
l.ondon to cnable us to focus on developments in London

I he final three tow nhouses at Crabtree Place, formerly known as Whitfield Street, were sold at ashing price early
in the financial year generating lurther profits from this very successful development At Yaldham the Manor
House, which 1s the principal “hentage * asset, 1s now complete and recently has gone on to the market At this
carly stage the Manor has obtained favourable publicity, including a two page article in the Times” “Bricks and
Mortarf supplement A prospective sale of the “new build’ sile at Yaldham, which was comphceated by the detailed
planning conditions and $106 Agreement, frustratingly fell through afier almost a year of negouation With the
passage of ume a number of the conditions attaching to the development have now been satisfied or sumphfied

and we have accepted another offer for the site, whech we are confident will proceed Unfortunately 1t has been
necessary o recognise that the likely cumulative costs to complete this complex and * planning-constramed

des elopment will not now be recoverable through sales, and so recogmution of those anticipated losses has been
made 1n the results for the year

Fhe more recent residential developments at Conduit Street London W1 and on Chatham Road, London SW11
should both beneht from the well publicised nse 1n house prices over the last twelve months Condunt Street 15
almost complete, and we are currently furmshing two show flais within the development, with full marketng
starting later this month Protracted party wall negotiations and difficult ground conditions, exacerbated by last
winter's extraordinary ranfall, have detayed the completion of the four new houses at Chatham Road but these
should be on the market before the end of the year Qur South West and South East London residential porttolios
have shown very sigmficant growth on valuation, which, after the year end, we are reahising by selhing some of
the lower value South East London flats

The sale of the non-London commercial portfolio i1s almost complete and has generated cash for new acquisitions
and, overall, achieved sale prices better than last year's valuations We have an interest in the Trebovar hotel 1n
Earl s Court Londen, for which a purchase offer has been made at a price above 11s year ¢nd valuation The
puncipal acquisiion has been an offiee on Farnngdon Street, on the west of the City of London We are very
pleased to have succeeded in obtmining planning consent to extend the butlding from 43,000 sq ft over 7 floors
to 74 000 sq ft over 11 floors This considerable increase gives us a very valuable asset which should produce a
substanual return for shareholders

[ am pleased to report that all offers to sell shares 1n the 2013 share sale facility were met tn full A share sale
facihity 15 being made avartable agam this year, priced at a 7 5% discount to the net assct value at 3] March 2014
However, n view of the prospects for an increase 1n Lhat net asset value that are currently in place, sharcholdurs
who are considering selling may decide not to take this opportunity

Detlaits of that facility which 1s an opportunity both to <sell and buy shares, are set out in the letiter enclosed with
thes report If you do not wish to scll all or part of your shareholding or do not wish to purchase further
shares you do not need to take any action 1a response to that letter. Sharcholders intending te offer to buy or
sell shares should read the accompanying letter, the ofter to sell and the application to purchase most carcfully
Whilst the directors will endeavour to answer any questions sharcholders might have regarding the company or
the procedures to be followed, we are unable to advise shareholders as to the action they should take and for such
advice sharcholders should therefore refer to their own professional or financial advisers

I am confident that the current achivities and prospects for the company will produce good returns for shareholders

MARK BREEN
Chairman

9 July 2014

6}, Webbs Road
l.ondon, SWI1 6SE




ARTESIAN DEVELOPER plc

STRATEGIC REPORT

As the company’s acuvities are carnied out through Artestan Property Partnerstup ( APP™), in which the
company 1s a partner, the directors submit the Strategic report of APP for the year to 31 March 2014 as that of
the company

The group (“APP™), which compnses Artesian Property Partnership and its wholly owned subsidiaries Artesian
20 Limited, Highfend Limited, Artesian Sehforde Linuted, Speed 6834 Limuted and Artesian Farmngdon Street
Limited, which was established during the year to hold a property 1n Farnngdon Street, London, carmes out a
wide range of property related actinities, including invesiment, development and trading Investments have
been made 10 other property related activiues, jointly with others, in CHF Trebovir LLP and Embergreen
Technology Limited where eftective control ts with APP, and the results of those activities have been included
in the APP group results

The following compantes are partners in APP Artesian Challenger ple, Artesian Compelitor ple, Artestan
Performer plc, Artesian Performer 11 ple, Artesian Select ple, Artesian Select 1T ple, Artesian Developer ple,
Artesian Developments ple and Artesian Developments 11 plc These companies have each made capital
contributions to APP equivalent to the relevant company’s consolidated net asset value 1n return for a share of
APP

Each partner company reports 1ts share of APP as an investment 1n a joint venture on the basis that, under the
partnership agreement, there are no restricttons on the distribution of profits from the partnership Partner
companies may make cash drawings on APP to meet thair own corporate expenses, buy back of shares and
taxation habilities

Each partner company’s share 1s calculated by reference to the net asset values of all the companies of APP at
31 March 2013, reduced by the costs of the 2013 buy back of shares and costs borne directly by the companies
The share attnbutable to o partner company 1n the future may vary mn line with any fluctuation in the proportion
of entitlement that the partner companies may undergo following future amounts returned to shareholders in
partner companies

The principal rishs and uncertainuies faced are those of the timing of nvestment acquisttions (and, 1f
appropriate, planning consent and construction), interest rates, tenant covenant and the timing of disposals,
locating and acquiring sites for profitable development and obtaining planning consent and the construction,
financing and selling of developments APP seeks to mitigate these rishs by having an exposure to a vanety of
marhets, avanding a concentration on a single seclor Interest rate rish in respect of bank borrowings 1s managed
by entering into swaps or purchasing caps, as appropnate

The loss of the group for the year on ordinary activities before tax and partner companies’ drawings and
minorty nterests was £204,285 (2013 profit of £608961) The unreahised surplus on revaluaton of
investment propertics of the group was £1,553 457 (2013 deficit of £1,336,535)

APP has continued with the rationahisation of the investment portfolio and the creatnon of new development
opportunities, principally m London

APP has continued with its programme of selling commercial investment properties outstde London Six
properuis were sold for, in total, £9 5m, which was just under £1m in excess of the valuauons at 31 March
2013, before sales costs The properties were in Weybndge, Tunbridge Wells, Harpenden, Poole and two in
Peterborough Rental income has in consequence reduced by around £850,000pa, though with a reducing
recurring level as tenancies expired, and new tenancies at similar rates have been more difficult to achieve
outside London Some of the sales have been to local builders encouraged to convert these office buildings into
residential units, following the removal in most areas of the ability of councils to prohibit such “office to resi”
conversions The purpose of these sales has been to realise cash from properties where the only hkely source
of growth would be from low margin restdenual development The Committee considers developments 1n
London offer better prospects for growth and shareholder returns




ARTESIAN DEVELOPER ple

STRATEGIC REPORT (continued)

Across the whole standing portfolio, held throughout the year, there has been an tncrease m valuation for the
first time in several years 1he greatest increase was in the South West London mud-range residential portfolio,
where values rose over 25% Whle rental levels in this area have not nsen very noticeably, capital values have
increased strongly, as has been widely reported by the media APP plans to continue to hold 1ts South West
London portfolio, and, where both possible and sensible, to gradually increase its holdings The smaller South
East Londen portfolio has also risen 1n value by over 16% The smaller size of these umts, principally one
bedroomed flats 1n blocks, and the location do not support long term holding, and APP has recently put a
number of these flats on the market, and 1s negotiating sales at levels significantly higher than the March 2014
valuations The proceeds will be applied to expand the South West London portfolio

I he prospects for residential property, especially 1n London, hayve been the subject of much public discussion
APP has taken the view that capital growth, at least in London, will continue for some time yet, as there 1s a
very large demand from a mobile population

The commercial portfolio, inuch reduced by the sales during the year, overall rose by 6%, though with sharp
differences within the portfolio One of the two remainng office bulldings outside London rose by 10%,
reflecung the improving assessment of the tenant’s covenant, while the seccond fell in value by 18% as the
tenancies in the buillding expire during the current year APP 1s 1n discussions with local deselopers for a sale
of the empued bulldmg While one of the new buildings of the previous year, at Maidstone, leased to the Royal
Mail, remained at the same s alue as last year, a second purchase 1n 2013, 1n Shoreditch on the northern fringes
of the City of London, rose on valuation by over 22%

The most sigmficant acquision of the year was that of 20 Farnngdon Street, on the western border of the City
of London, which in June 2013 was acquired for some £17m including costs Funding has been provided by a
mix of APP's own resources (n part provided by the sale of the non-London office buildings) and £13 5m by
afund APP has been very active in developing plans for the extension of the building, increasing the building’s
hesght and so the floor areas, from 43,000 sq ft to 74,000 sq ft , and very recently full planming consent has
been given lor those plans There are now excellent opporturuties for APP to realise a sigmficant increase in
value, which are being actively pursued

The final three townhouses al Whtfteld Street were sold during the summer of 2013, very profitably at ashing
price APP’s only remaiming interest 1n that development 1s the freehold of the site, for which an agreement 1o
sell has been reached with a number of the purchasers of units on the site Following that sale, APP's very
successful and profitable involvement with the Whitfield Street site and 1ts subsequent development and sale
will come to an end

The conversion of an office building into five residential unmits on Condutt Street, London W1, has continued
successfully during the year, and the units are shortly to be marketed The bulding alse has a retail unit at
ground floor level, and demand for such space in the heart of the West End of London 1s cusrently very strong
The Commuttee expects that profits from the sales of the completed residential units and of the retail iny estment
should anise 1n the current year to 31 March 2015

The long running development al Yaldham Manor s appreachung completion of the “Heritage™ bulldings, being
the Manor, the Oast and the Granary The Manor 1s now complete and has just gone on Lo the market through
Savills and Strutt & Parker The Qast will be completed shortly, and the Granary by the autumn An earlier
proposed sale of that part of the estate which has planming consent for the building of 10 new build houses,
referred 10 11 the prior year’s report, did not proceed Consideration has been given to APP developing the site
iself, but that option has not been taken, and APP1s ncgotiating another sale, though at alower price That sale
may delay the sale of the Oast and the Granary, as the prospective purchasers of those bulldings will share
access via the road that the builders of the new build houses will use during their construction phase This has
been a very complex project, subject to the usual nshs assouiated with working on old buildings and to
considerable imput by, and requirements for approval from, the relevant council’s planming department, with
consequential effects on both the costs and the time taken to complete After a close review of the costs incurred
to date, those remaining to complete the “Henitage” works, and of the likely sales prices for the “Henitage”
buldings and the sale of the new bwld land, the Commuttee has concluded that the net sales values will be less
than the costs, and has thercfore made a charge of £1 063m to the profit and loss to recognise the shortfall




ARTESIAN DEVELOPER plc

STRATEGIC REPORT (continued)

The development of the former garage in Chatham Road, 1n South West London, although behind schedule, 1s
well underway, and the resulting four houses (gated and with off street parking) should be complete so that they
can be put on the market towards the end of the year House prices in South West London have been nising
sharply, so, although the houses are a new style in the area, it 1s expected that profits will be generated 1n the
current year to 31 March 2015

I he property on the Crown Estate, Oxshott, developed through Oxted Propertics Limuted, 1s completed and 1s
on the market An carly offer accepted at ashing price frustratingly tailed to proceed to exchange, but there 1s
continued interest at the ashing price, so APP’s share of the expected profits should now be reported in the
current yecar ta 31 March 2015

T'he Embergreen project has, as anticipated, been scaled back and should not have an any further impact on the
results of APP

The Irebovir hotel 1n Earl’s Court, in which APP has a 75% holding, has continued to trade at high room rates
and occupancy levels The Jenkins, near King’s Cross, has proved both very popular with customers and
profitable, and has now almost fully recovered 1ts start up losses T'here has been much market interest in hotels
in London, and several offers have been received to sell the hotels Currently offers have been accepted for both
hotels, with the detall now being negotiated w hich should lead to an exchange of contracts In both cases the
prospective sales price 15 1n excess of the values at which both hotel interests are carried

Financing generally has proved more available dunng the year, an improvement on recent years |he major
new finance facility was that of £13 5m for the acquisition of Farnngdon Street, where the funders will recenve
a fixed rate of interest and a share of profits The lacility terms are for expiry at the end of December 2014,
unless planning consent has been achieved, 1n which case the facihty can extend out to June 2016 As planming
consent was obtained after year end, the habihty is shown 1n APP’s balance sheet at 31 March 2014 under
“Creditors amounts falling due within one year” as part of “Bank loans and overdrafts” In addition, after the
year end, drawings have been made under the development faciliies for Conduit Street and Chatham Road,
where the matunity dates of those facilities extend beyond the currently expected sales dates The rebovir hotel
has a loan facility which expires towards the end of the year, for which a replacement facility with another bank
is already under advanced negotiation

The APP partner companies again offered a share sale facility last autumn, and over £2 3m was returned to
shareholders 1n those companies, representing between 6 and 9% of the existing share capital of the partner
companies After careful review of APP’s cashflow and banking lacilities, the Commitiee has decided that
further funds can be made available to the companies to enable a further share sale facility o be offered

By order of the Board

13J T MacDonald
Joint Company Secretary

9 July 2014
60 Webbs Road
London SW1l1 6SE




ARTESIAN DEVELOPER plc

REPORT OF THE DIRECTORS

The directors submul their annual report and the audited financial statements of Artesian Developer ple (the
“company”} for the year ended 31 March 2014

DIRECTORS

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

A P Cunningham

N J L Welch

A directors” and officers” indemmnity pohicy wasin force during the year

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

I he directors are responsible for preparing the report of the directors and the financial statements 1n accordance
with applicable law and regulauons

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have prepared the financral statements n accordance with United Kingdom Generally Accepted
Accounung Practice (United Kingdom Accounting Standards and apphcable law) Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and farr view
of the state of affarrs of the company and of the profit or loss of the company for that peried In preparing these
financial statements, the directors are required to

* select suitable accounting policies and then apply them consistently,
* mahke judgements and accounting estimates that are reasonable and prudent,

= state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explained 1n the financial statements,

* prepare the financial statements on the going concern basis unless 1t 1s inappropnate to presume that the
company will continue in business

‘The directors are responsible for keeping adequate accounting records that are sufficient to show and explain
the company’s transactions and disclose with reascnable accuracy at any ume the financial position of the
company and enabie them to ensure that the finaneial statements comply with the Compames Act 2006 They
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prexention and detection of fraud and other irregularitics

PURCHASE OF OWN SHARES

During the year, the company purchased for cancellation 156,546 of its ordinary shares of 50p each, which
represented 6 49% of the called up share capital The purchase price was £2 06 per share, and the total
constderation together with costs was £324 860 The purchase was made following approval from the
shareholdcrs

INDEPENDENT AUDITORS AND DISCLOSURE OF INFORMATION TO AUDITORS

So far as the directors are aware, there 1s no relevant audit information of which the company’s auditors are
unaware Each director has taken all steps that they ought to have tahen as a director 1n order 10 make
themsel es 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, PricewaterhouscCoopers LLP, will expire at the forthcoming Annual General
Meeting, and a resolution to re-appoint them as auditors of the company will be proposed at that Annual

General Meeting
By order of the Board
D J T MacDonald

Joint Company Secretary
9 July 2014

60 Webbs Road

London SW11 6SE




ARTESIAN DEVELOPER plc

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
ARTESIAN DEVELOPER plc

Report on the financial statements

Our opmion
In our opiion the financial statements, defined below

* give atrue and fair view of the state of the company’s affairs as at 31 March 2014 and of 1ts loss and cash
flows for the year then ended,

* have been properly prepared tn accordance with Umted Kingdom Generally Accepted Accounting
Practice, and

« have been prepared in accordance with the requirements of the Compames Act 2006

This opinion 1s to be read 1 the conteat of what we say in the remainder of this report

What we have audited

The financial statements, which are prepared by Artestan Developer Plc, comprise

* the balance sheet as at 31 March 2014,

+  the profit and loss account and statement of total recogmised gains and |osses for the year then ended,
« the cash flow statement for the year then ended,

»  the note of historical cost profits and losses, and

= the notes to the financial statements, which include a summary of significant accounting polictes and other
explanatory information

The financial reporting framew orh that has been applied in thetr preparation 1s applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

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

What an aundst of financial statements 1nvolves

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) (“ISAs (UK
& Ireland)”) 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 error This includes an assessment of

» whether the accounting policies are appropnate io 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 additon we read all the finaneial and non-financial information in the Annual Report to :denufy material

inconsistencics with the audited financial statements and to identify any information that 1s apparently

matenally incorrect based on, or matenally inconsistent with, the knowledge acquired by us in the coursc of

performing the audit If we become aware of any apparent material misstalements or mnconsistencies we
constder the implicatrons for our report

Opinion on other matter preseribed by the Companies Act 2006

In our opimion the information given 1n the Report of the Directors and Strategts Report for the financial year
for which the financial statements are prepared 1s consistent with the financial statements




ARTESIAN DEVELOPER plc

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
ARTESIAN DEVELOPER plc {continued)

Other matters on which we are requred to report by exception

Adeguacy of accounting records and \nformation and explanations receved
Under the Companies Act 2006 we are required to report to you if, 1n our optnion
* we have not recerved all the information and explanations we require for our audit, or

* adequate accounting records have not been hept, or returns adequate for our audit have not been received
from branches not visited by us, or

= the financial stalements are not 1n agreement with the accounting records and returns
We have no exceptions to report ansing from this responsitbility

Drrectors’ remuneration

Under the Compames Act 2006 we are required to report o you if, 1n our opimien, certarn disclosures of
directors’ remuneration specified by law are not made We have no exceptions to report ansing from this
responsibility

Responsibilities for the financial statements and the audit

Our responsibiliies and those of the directors

As cxplamned more fully in the Statement of Directors” Responsibilities 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 farr
VICW

Our responsibility 1s to audit and express an opimion on the financial statements in accordance with apphcable
law and ISAs (UK & Ireland) Those standards require us to comply with the Audiung Practices Board’s Ethical
Standards for Auditors

This report, including the opinions, has been prepared for and only for the company’s members us a body 1n
accordance with Chapter 3 of Part 16 of the Compames Act 2006 and for no other purpose We do not, 1n giving
these opinions, 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

&,p,o_)__l_

Soma Copeland (Semor Statutory Auditor)

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

9 July 2014




ARTESIAN DEVELOPER plc

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 MARCH 2014

Note
Administrative expenses
Operating loss 3
Income from fixed asset investment
APP joint venture 2
Loss on disposal of 1nyestments
{Loss)/profit on ordmary activities before taxation
Tax on (loss)/profit on ordinary activities 5

{Loss)/profit for the financial year 11

All results denive from continuing operations (2013 continuing)

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

FOR THE YEAR ENDED 31 MARCH 2014

(Loss)/profit for the financial year

Other recogmised gains and losses durning the year

Share of unrealised surplus/{(deficit) on revaluation of investment
properties held in APP joint venture

lotal recognised gains and losses relating to the year

NOTE OF HISTORICAL COST PROFITS AND LOSSES
FOR FHE YEAR ENDED 31 MARCH 2014

Reported (loss)/profit on ordinary activities before taxation

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

Hrstoncal cost loss on ordinary activities before taxation

Historical cost loss for the year retained after taxation

(1,440,969)

2014 2013

£ £
(60.185) (59.690)
(60,185) (59,690)
(99,078) 67,071

{100) -
(159,363) 7381

943 33.974

(158 420) 41 353
2014 2013

£ £

(158 420) 41355
240,997 (205 699)
82,577 (164344)
2014 2013

£ £

(159,363 7,381
(1,282.549) (297.921)
(1:441912) (290,540)
(256,566)




ARTESIAN DEVELOPER plc

BALANCE SHEET
AT 31 MARCH 2014
Note 2014 2013
£ £
FIXED ASSETS
Investment 1n APP joint venture 2
Share of gross assets 11.851311 10,799,298
Share of gross Liabilities (6,864,636) (5,603,529)
4,986,675 5,195,769
Investments 6 48,029 74,365
5,034,704 5,270,134
CURRENT ASSETS
Debtors 7 14,896 36,034
CREDITORS amounts falling
due within one year 8 (1 815) -
NET CURRENT ASSETS 33,081 39934
TOIAL ASSETS LESS CURRENT LIABILITIES
AND NE1 ASSETS 5,067,785 5310068
CAPITAL AND RESERVES
Called up share capital 10 1,128,534 1,206,807
Share premium account 1 2,244,705 2,244.705
Capital redemption reserve H 1,395,768 1317495
Revaluauon reserve 11 (67,240) (1,590,786}
Profit and loss reserve 11 366,018 2,131.847
TOTAL SHAREHOLDERS’ FUNDS 12 5,067,785 5310068

The financial statements on pages 9 to 21 were approved by the board of directors on 9 July 2014 and were
signed on 1ts behalf by -

WA /8 Lo

M R Breen
Director

Registered number 2793529




ARTESIAN DEVELOPER plc

CASH FLOW STATEMENT

FOR THE YEAR ENDED 31 MARCH 2014

OPERATING ACTIVITIES

Net cash flow from operating
activities

RETURNS ON INVESTMENTS

AND SERVICING OF FINANCE
Drawings from APP joint venture

Nei cash flow {rom returns

on investments and servicing of finance

TAXATION
Corporation Lax recovered

CAPITAL EXPENDITURE
AND FINANCIAL INVESTMENT

Purchase of fixed asset investments

Dusposal of fixed assct investments

Net cash flow from capital
expenditure and {inancial investment

INCREASE IN CASH
BEFORE FINANCING

FINANCING

Purchase of own shares

Net cash flow from financing

INCREASE IN CASH

2014 2013
£ £
(60,185)
357.866
357.866
943
(375.000)
401,236
26,236
324,860
(324,860)
(324 860)

2014 2013
£ £
(59.690)
497018
497018
33.974
(480,697)
481,089
392
471,694
(471,694)
(471.694)




ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS
FOR FHE YEAR ENDED 31 MARCH 2014

1 PRINCIPAL ACCOUNTING POLICIES

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

BASIS OF PREPARAIION OF FINANCIAL STATEMENTS

In accordance with Financial Reporting Standard 9 “Associates, joint venlures and other arrangements”, the
company’s share of Artesian Property Partnership (“APP ’ or “partnership™) 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 its own financial statements that share of APP’s gross assets
less gross liabilites, and recogmise 1n 1ts profit and loss account, as a single item, its share of APP’s income
‘I he item 10 the Profit and foss account desenbed as “Income from fixed asset investment APP joint 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 minonty inlerests The company’s share of the unrealised surplus
or deficit on revaluation of investment properties held in the APP joint venlure is reported 1n the Statement of
‘Total Recognised Gains and Losses and 1s taken to the Revaluation Reserve except where the deficit s
considered to be permanent

The share of APP's consolidated results that has been recognised by the company 1s 15 58% (2013 15 45%)
That share 1s calculated by reference to the net asset values of all the partners of APP at 31 March 2013, reduced
by the costs to the company of the 2013 buy back of shares and the costs borne directly by the company The
sharc attributable to the company 1n the future may vary in line with any fluctuation in the proportion of
entitlement that the company may undergo following future amounts returned to shareholders in the company
and to the other APP partner companies Advantage has been taken of the exemptton conferred by regulation 7
of SI 1993/1820 frem the requirements of regulations 4 to 6 of SI 1993/1820

INVESTMENTS

Fixed asset investments represent the cost of acquisitions, less any imparrment Impairment reviews are
performed where there has becn an indication of potential imparrment and any required provision is charged to
the profit and loss account

CURRENT AND DEFERRED TAXATION

The tax expensc recogmised 1n the profit and loss account compnises current and, where appropnate, deferred
tax, and anses principally on the company’s share of profits and gains of APP, excluding taxation of APP
subsidiartes which 15 reported 1in “Income from fixed asset imvestment APP joint venture” lhe current
corporation tax charge is calculated on the basis of the UK tax laws enacted at the balance sheet date

Deterred tax 1s recognised in respect of all tming differences that have originated but not reversed at the
balance sheet date, where transactions or events that result in an obligation to pay more tax in the future or a
right to pay less tax in the future have occurred at the balance shect 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 aganst which to recover carred forward tax
losses and from which the future reversal of underlying tming differences can be deducted Deferred Lax 1s
measured at the average tax rates that are expected to apply in the peniods in which the timing differences are
cxpected 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
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ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS (continued) ,
FOR THE YEAR ENDED 31 MARCH 2014 |
\

2 ARTESIAN PROPERTY PARTNERSHIP

21 Witheffect from ! Aprl 1998, the company became a partner 1n Artesian Property Partnershup (“APP”)
The other partners are Artesian Challenger plc, Artesian Competitor ple, Artesian Performer plc, Artesian
Performer 1l plc, Artesian Select ple, Artestan Sclect II ple, Artesian Developments ple and Artesian
Developments Il ple M R Breen, A P Cunmingham and N J L Welch are directors of each of the
partner companies 1he principal place of bustness of APP 1s 60 Webbs Road, London, SW11 6SE

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

Pro-forma  Pro-forma

share share
attributable  attributable
1o the to the
company company
APP APP 1558% 15 45%
2014 2013 2014 2013
£ £ £ £
Turnover.
Continuing operations 11,147 547 9,296,088 1,736,330 1,436,024
Costs of sales (B815935) (6 864.420)
Gross profit: 2,331,612 24%1,668
Impatrment of fixed assets - (267 .,966)
Administrative expenses (1,9714277y  (2,053,074) ;
Operating profit: Continuing operations 357335 110,628
Loss on disposal of fixed asscts (52,604) -
Profit on sale of Investment properties 723,951 1572279
Interest receivable and similar income 12316 15961
Interest payable and stmilar charges (1,265283)y  (1,089,907)
(Loss)/profit on ordinary actrsvities
before taxation (204.285) 608,961 31,819 94,069
Tax on (loss)/profit on ordinary activities (2606 428) (171,504) {41 .,499) (26493)
(Loss)/profit on ordinary activities
after taxation 470,713 435 457 (73,318) 67,576
Minonty intercsts (165,383) (3,270} (25,760) (505)

(Loss)/profit for the financial year (636,096) 434,187 (99.,078) 67,071
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ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MARCH 2014

2. ARTESIAN PROPERTY PARTNERSHIP

{continued)

(continued)

23 [ he audited balance sheets of APP at 3] March are set out below
Pro-forma  Pro-forma
share share
attributable  aunbutable
to the to the
company company
APP APP 15 58% 15 45%
2014 2013 2014 2013
Fixed assets £ £ £ £
Iangible assets 321,190 384,798
Investment property 45018974 30 865,000
Investments 184,845 184,845
45525009 31434643 7.090.925 4,855,904
Current assets
Stock property 22,933,345 23,947,600
Debtors 5,451,740 5,202,040
Cash at bank and in hand 2,393,143 9,533,559
30,778,228 38,683,(99 4795282 5077368
Creditors amounts falling due within one year (26.644.080) (11,513,925) (4,150,053) (1,778,627)
Net current assets 4,134,148 27,169,274
Total assets less current habilities 49 659,157 58,603 917
Creditors amounts falling due after more
than one year (16226,465) (23587839 (2.527416) (3,643.759)
Provision for habihities (161,839 (241.,036) (25.207) 37.23)
Net assets 33270857 34,775,042 5,183,531 5,373,652
Minonity interest (1,039.810) (971,589} {161,960) (143 .909)
Partners’ capital 32231.047 3388345 5021571 5229743
Reported 1n the company’s balance sheet as
(Gross assets 11,851.311 10,799.298
Gross liabilities (6 864,636) (5,603.,529)
4,986,675 5,195,769
Corporation tax 34,896 33974
5,021,571 5229743
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ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 3{ MARCH 2014

2. ARTESIAN PROPERTY PARTNERSHIP
24 lhe analysis of turnover, operating profit and net asscts of APPis as follows

{continued)

(continued)

Turnover Operaung profit Net assets
2014 2013 2014 2013 2014 2013
£ £ £ £ £ £
Class of business
Continuing operations
Rental 3.473,580 6,696,088
Stock properues 7,673,967 2,600,000
11,147 547 9,296,088 357,335 110,628 49,176,132 57,793 238
Borrowings due after more than one year (16,226 ,465)(23 587 ,8319)
Other fixed asset investment 321,190 569,643
33,270,857 34,775,042
2 5 Investment Property held by APP
Freehold Leasehold
property property "total Valuation Total at
at cost at cost at cost deficit valuation
£ £ £ £ £
At 1 Apnl 2013 (as restated) 38,958,532 1972378 40930910 (10,065,210) 30,865,000
Additions 2,408,013 1,997 2410012 - 2410012
Disposals (16,757.662) — (16,737 .662) 8.234,193 (8,523.469)
Increase 1n valuation in the year - - - 1,553,457 1,553,457
AL31 March 2014 24,608 885 1974375 26,583,260 (278.260) 26,305,000
Assets in the course of construction - at cost
At 1 Apnt 2013 -
Additions 18,713.974
At 31 March 2014 18,713,974
TOTAL
At 31 March 2014 45018974
At 31 March 2013 30,865,000




ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2014

2. ARTESIAN PROPERTY PARTNERSHIP (continued)
2 5 Investment Property held by APP {continued)

The investment properties of the group have been stated at Marhet Value at 31 March 2014 of £26,303,000 as

valued by

¢  Dnvers Jonas Deloitte LLP, Chartered Surveyors acting as External Valuers, for properties of the group
valued in total at £14,730,000,

+ Savills LLP, Chartered Surveyors acting as External Valuers, for a property of the group, valued at
£11,075,000, and

+ Commuittee of Management for a property of the group, valued at £500,000

The external valuations have been camed out 1n accordance with the RICS Valuation Standards - Professional

Standards

26 Pnnapal accounting policies of APP
1) BASIS OF PREPARATION OF FINANCIAL STATEMENTS

The “group” figures reflected in the financial statements include the results of the partnership and its
wholly owned subsidiary companies, Artesian 20 Limited, Highfend Limited, Artesian Sehforde
Linuted, Speed 6834 Linuted and Artesian Farringdon Street Limited Investments have been made in
property developments, jomntly with others, in CHF Trebovir LLP and Embergreen Technology
Limited where effective control 1s with APP, and the results of those activitics have been consolidated
in the APP group results

The Committee of Management has reviewed the cash flows and banking facihibies of APP, details of
which are set out in the Strategic report, and considers that the use of the “going concern™ assumption
in preparing the financial statements 15 appropniate

n) INVESTMENT PROPERILY
In accordance with SSAP 19, the investment property portfolio 1s revalued annually on a market value
basis by appropriately qualified external valuers or by the Commuttee of Management Any revaluation
surplus or deficit ansing 1s reported 1n the Statement of Total Recognised Gains and Losses and 1s taken
to the revaluation reserve except where the deficit 1s considered to be permanent Permanent deficits
are taken Lo the profit and loss account

No depreciation or amortisation 1s provided 1n respect of frechold or leaseholds of over 50 years held
as mvestmenl properiies The requirement of the Companies Act 2006 1s to depreciate all properties,
but that requirement conflicts with the generally accepted accounting principle set out in SSAP 19 The
Committee of Management beheves that, as these properties are not held for consumption but
investment, to depreciate them would not give a true and fair view, and that 1t 1s necessary (o adopt
SSAP 19.1n order to give a true and faur view Depreciauon 1s only one of the many factors reflected 1n
the annual valuation, and the amount which right otherwise have been shown cannot be separately
identified or quantfied

Investment properues are reported as acquired at their full cost at the date of exchange of a purchase
contract, or, w here 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 matenial conditions relevant to that exchanged sale contract have been satisfied

Assets 11 the course of construction are carried at cost which includes financing costs and own labour
costs where relevant, and are reclassified as investment properties as soon as they are available for
letting All subsequent costs, including finaneing costs and own labour costs, are written off as they arc
incurred

Assets on which substantial development 1s taking place are transferred to ‘Assets in the course of
construction’ at the carrymg value at the date of transfer




ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2014

2. ARTESIAN PROPERTY PARTNERSHIP (continued)
26 Pnncipal accounting policies of APP (continued)

i) TURNOVER
Turnover comprises gross rental and service charge income, recervable during the year, the sale of
stock properties and hotel income, and was all derved from UK activities Stoch properties are
reported as sold at the date of exchange of a sale contract, or, where later, when all matenal cond:tions
relevant to that exchanged sale contract have been satisfied Rental and hotel income 15 recognised on
an accruals basis as the rent due under the relevant lease for the financial year or part thereof

1v) S10CK PROPERTY
Properties carnied as stock are valued at the lower of cost and net realisable valee Cost includes the

purchase cost and associated acquisiion 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
dispased stock 1tem reflect both direct costs and a proportion of overall project costs

v) CURRENT AND DEFERRED TAXATION - Partner companies

Taxauon on each partner company's share of profits and gans of the partnership 1s the responsibility
of each of those partner compames The taxation habihties of APP’s subsidiary compantes are
recognised within the financial statements of APP Partner companies have their own hability to
taxation, both current and deferred, based on their share of the APP results As the partner companies
will draw from APP to meet these liabilities as and when they fall due, a hability to the partner
compamnes for those amounts has been recogntsed as “Partners’ corporation tax™ and 1s shown both as
a drawing by the partners, and as a creditor falling due within one year

CURRENT AND DEFERRED TAXATION ~ Subsidiary compames

The taxation liablities of APP’s subsidiary companies are recognised within the financial statements
of APP The tax expense for the penod compnises current and deferred tax Tax 1s recogmised in the
income statement The current income tax charge s calculated on the basis of the UK tax laws enacted
at the balance shect date

Deferred taxation 1n subsidiary companies 15 provided at the current rate on trmng differences that
have onginated but not reversed by the balance sheet date Deferred taxauon 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 recogmsed the gains and
losses expected to anse from the sale Deferred tax assets are recognised to the extent that 1t 1s more
likely than not that the assets will be recovered Deferred tax assets and liabilities are not discounted

3  OPERATING LOSS

2014 2013
[his 1s stated after charging - £ £
Auditors’ remuneration -

Audit services - -

Audttors’ remuneration 1s borne by APP The company’s share of the audit of APP, excluding APP subsidianes,
was £5452 (2013 £5408)
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ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2014

4 EMPLOYEE INFORMATION

41 Drirectors’ remuneration of £60,185 (2013 £39,690) comprises fees charged directly to the company by
third parties for the services of M R Breenand N 1 L. Welch
The remuneration of A P Cunningham 15 reported in the finanoial statements of APP

472 Other than directors, the company has no employees (2013 nil)

43 The average monthly number of employees of APP including the company’s directors dunng the year was
12 (20117 12)

5  TAX ON (LOSSYPROFIT ON ORDINARY ACTIVITIES

2014 2013
£ £

Currenl tax
UK corporation tax on (loss)/profit of the financial year - -
Adjustments 1n respect of prior pernods (943) (33.974)

Total current tax and tax on (loss)/profit on ordinary activities (943) (33974

The tax assessed for the ycar 1s higher (2013 lower) than the standard effective rate of corporation tax n the
UK for the year ended 31 March 2014 of 23% (2013 24%) 'The differences are explained below

Factors affecting the tax charge for the year:
{Loss)/profit on ordinary activities before taxation (159,363) 7.381

(Loss)/profit on ordinary activities before taxation
muluplied by UK corporauon tax of 23% (2013 24%) (36,653) 1,778

Increased by

Tax losses not uulised 42 484 25872
Share of post-tax losses of APP subsidiaries 19,994 20,562
Depreciation and impairment non-deductible 5,670 13,999
Other non-deductible costs - 211

and reduced by

Muarginal 1ax rates (159) (2.664)
'lax recovery from tax losses carried back to prior periods - (33.974)
Capital allowances (5,401) {1.460)
Indexation on disposals (25,935) (58.291)
Adjustments 1n respect of prior penods (543) -
Current tax credut for the year (543) (3397

Factors affecting current and future tax charges

The UK corporation tax rate effective from 1 April 2013 was reduced to 23%, will be 21% effective from
| April 2013 and will be 20% eftective from 1 April 2015




ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE YEAR ENDED 31 MARCH 2014

6  INVESTMENTS

2014 2013
£ £
Other investments, ordinary shares at cost
At | Apnl 74363 74,753
Additions 1n the year 375,000 480,697
Disposal 1n the year (401,336) (481.083)
At 31 March 48,029 74365
The directors consider that the investments are worth not less than their carrying value
7  DEBTORS 2014 2013
£ £
Amounts falling due within one year
Corporation tax recovery 34896 33,974
Amounts due from APP partners - 5,960
34 896 39,934
8 CREDITORS: amounts faling due within one year
2014 2013
£ £
Amounts due to APP partners 1815 -
Total creditors 1815 -

The amounts due to APP partners are 1nterest free and repayable on demand

9  PROYVISION FOR L1ABILITIES AND CHARGES
DEFERRED TAX

In accordance with FRS 19, no deferred tax has been provided on the unrealised revaluation gains on
investment propertics | he company’s share of taxation that would anse if the revalued properties held in the
APP joint venture were sold at their revalued amounts would be £ml (2013 £aul)




ARTESIAN DEVELOPER ple

NOTES TO THE FINANCIAL STATEMENTS
FOR 1HE YEAR ENDED 31 MARCH 2014

10 CALLED UPSHARE CAPITAL

{continued)

2014 2013
£ £
Authorised -
100 Founders’ shares of 50p each 50 50
5 999,900 Ordinary shares of 50p each 2999950 2999950
3,000,000 3,000,000
2014 2013 2014 2013
Number of shares £ £
Allotted and fully paid -
Founders’ shares of 30p each 100 100 50 50
Ordinary shares of 30p cach
At 1 Apnl 2413520 2637017 1,206,757 1,318,306
Cancelled on share buy back durning the year (156,546) (223.497) (7827%) (111,749
At 31 March 2,256,974 2,413,520 1,128,484 1,206,757
Total share capital 2257,074 2,413,620 1,128,534  1,206.807
The benefits of the Founder Shares rank pan-passu with the Ordinary Shares
1T RESERVES
Share Capital Profit
premium  redempltion  Revaluation and loss
account reserve reserve rescrve
£ £ £ £
At 1 Apnl 2013 2,244,705 1,317,495 (1.590,786) 2,131.847
Cancellation ot shares on buy back and costs - 78,273 - (324.8360)
Transfer of realised revaluation deficit - - 1282 549 {1.282.549)
Revaluation surplus on inavestment properties
m APP joint venture - - 240,997 -
Retained loss for the year - - - (158,420)
At 31 March 2014 2.,244.705 1,395,768 366,018

(67.240)
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ARTESIAN DEVELOPER plc

NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR I'HE YEAR ENDED 31 MARCH 2014

12  RECONCILIATION OF MOVEMENT IN SHAREHOLDERS’ FUNDS

2014 2013

£ £

Shareholders’ funds at 1 Apnl 5310068 5,946,106
Cancellation of shares on buy back (324, 860) (471.694)
(LLoss)/profit for the financial year (158,420) 41.355
Other recogmsed gains and losses relating to the year 240,997 (205.,699)
Shareholders’ funds at 31 March 5,067,785 5310,068

13 RELATED PARTY TRANSACTIONS
a)  TRANSACIIONS WITH APP JOINT VENTURE

The company has drawn £357,866 from the APP joint venture for corporate expenses and taxation
payments, and at 31 March 2014 there was a balance of £1 815 due to APP
by DIRECTORS’ INTEREST IN APP CON1TRACTS

(1) M R Breen has an nterest 1n Epicwork Limited which provided property services to the value of
£230,000 (2013 £220,000) to APP At 31 March 2014 the balance due to that company was £52,000
(2013 £33,043)

(11) N J L Welch has an interest 1n Crescent Projects Limuted, which provided project management and
surveying services of £3.200 (2013 £38,400) to APP At 31 March 2014 there was no balance due to
that company (2013 £mil)

¢)  APP RELATED PARTY TRANSACITIONS

(1) Dunng the year, APP advanced £91,585 to Embergreen Technology Limited, a company in which
M R Breenand A P Cunmingham have minority interests

(1) Duning the year, APP received £187 500 from CHF Trebovir LLP
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ARTESIAN DEVELOPER plc

NOTICE OF ANNUAL GENERAL MEETING

Notice 15 hereby given that the Annual General Meeting of Artesian Developer ple (the Company) will be held
at -

I he East India Club,

16,5t James Square,

London, SW1

at 11 00 am on 25 September 2014, for the transaction of the following bustness -

To read the notice convening the meeting

I'o note the presentation of proxies

To approv ¢ the following resolutions, all of which will be proposed as Ordinary Resolutions -

I Toreceive and adopt the directors’ report and financial statements for the year ended 31 March 2014

2  Tore-elect A P Cunmingham as a director of the Company

3 That PricewaterhouseCoopers LLP be reappointed auditors of the Company, to hold office unul the
conclusion of the next annual general meeting at which financial statements are laid before the
Company and that their remuneration be fixed by the direclors

o approve the following Tesolution, which will be proposed as a Special Resolution

4 That the proposed subscription by the Company of up to £405,000 for up to 405,000 ordinary shares
of £1 each in Artesian Buy Back 2014 Limited (as described in the letter to sharcholders dated
9 July 2014 (the Letter)) be and hereby 1s approved and that the directors of the Company
(or a duly constituted committee thereof) be and are hercby authorised to do all such things as they
may consider to be necessary or desirable to implement the subscription on the terms descnibed in
the Letter and on such amended terms (not being amendments of a matenal nature) as they may

approve

A member enutied (o attend and vote at the meeung 1s entitled to appoint one or more proxies to attend and on
a poll vote instead of him/her A proxy need not be a member of the Company A Form of Proxy 1s enclosed

The Register of directors’ sharcholdings will be available for inspection duning the meeting

By order of the board,

Dated 9 July 2014

D J T MacDonald
Joint Company Secretary

Registered Office
40, Quecn Anne Street,
London, WI1G 9EL



ARTESIAN DEVELOPER ple

For use by the holders of ordinary shares

FORM OF PROXY
I
(IN BLOCK CAFITALS PLEASE)
of
being a member of Artesian Deyeloper plc hereby appoint M R Breen or, failling im, A P Cunningham both
directors of the Company, or as my proxy to vote for me and

on my behalf at the Annual General Meetng of the Company to be held on 25 September 2014, and at every
adjourmment thereof

Dated 2014 Signature

ORDINARY RESOLUTIONS IFOR AGAINST

I Adoption of the report of the directors, report of the auditors and the
financial statements for the year ended 31 March 2014

2 Tore-clect A P Cunningham as a director of the Company

3 That PricewaterhouseCoopers LLP be reappointed auditors of the
Company, to hold office until the conclusion of the next annual
gencral meeting at which financial statements are laid before the
Company and that their remuneration be fixed by the directors

SPECIAL RESOLUTION FOR AGAINST

4 That the proposed subscription by the Company of up to £405,000
for up to 405 000 ordinary shares of £1 each i Artesian Buy Back
2014 Lamuted {(as described 1n the letter to sharcholders dated
9 July 2014 (the Letter)) be and hereby 1s approved and that the
directors of the Company (or a duly constituted commuttee thereof)
be and are hereby authonised to do all such things as they may
consider to be necessary or desirable to implement the subscription
on the terms described 1n the Letter and on such amended terms (not
being amendments of a matenal nature) as they may approve

Notes

1 o be valid this proxy form, duly completed, must be lodged at 60 Webbs Road, London SW11 6SE not
later than 48 hours before the Meeting

2 In the case of joint holders the signature of the semor holder will be accepted

3 If any other proxy be preferred sinhe out the names above and substitute the name(s) of the proxy or
proxies in the space provided

4 A proxy holder need not be a member of the company

The completion and return of the form of proxy will not preclude ordinary sharcholders attending and
voting at the Meeung should they decide to do so




