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Summary of Resulls

Year ended 31 March

2011 2010

5000 X000
Profit before Taxation 84,363 61,129
Profit after Iaxation 67,833 45,655
Earmings per Share £4 16 £2 BO
Dmvidends per Share 75 Op 74 Op
Equity Shareholders’ Funds per Share £51 43 £4817

Final Dividend of 50p per share payable on 11 November 2011 to shareholders on the register
on 14 October 2011
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Chairman’s Statement

Above & right
260 West End Avenue
Manbattan, New York

Far right

Africa House, Kingsway,
London WC2
(currently undergoing
major refurbishment)

I have pleasure 1n presenting the Report and Financial Statements for the vear ended 31 March 2011

It 15 encouraging to be able to report that, notwithstanding the challenging economic environment,
total rental and related income has exceeded £100 million for the first ume 1n the Group's history

Investment Property

The table below shows a summary of the annual revatuation of our Investment Property

Valuation Percentage

March 2011 Change
Sm

Commeraial Property
UK 575 4 +4 1%
USA 363 +2 0%
Residenttal Property
UK 408 8 +7 0%
USA 2059 +10 5%
Total 1,226 4 +6 1%

The rate of growth in the value of our portfolio reflected n the mnterim statement increased
somewhat dunng the second half of the year to produce an overall annual uplft of 6 1%
(2010-2 5%)

In the UK the uphft in valuzuon has been £49 7 nullion, equivalent to 5 3% (2010-4 4%) Property
values have increased across all sectors of our portfolio with the exception of our holding of care
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homes which 1s discussed mn more detail below The strongest growth has come from our residential
porifolio, particularly in London, and from our office propertics

In the USA I am pleased to report a return to growth 1n values with an overall like-for-hke gain on
revaluauon in dollar terms of 4 9% (2010-3 3% reducuon)

The table below provides an analysis of the movement in the value of the investment property
portfolio and the impact of both revaluation and foreign exchange movements over the year

Movement in Valuation of the Total Investment Property Portfolio

2011 2010
Sm £m
Opemng Valuauon 1,155 4 1,126 7
New Acquisitzons 232 113
Addions to Exisung Properties 68 56
Disposals (09) ©2)
1,184 5 1,143 4
Revaluation Gain 520 250
Foreign Exchange Loss 117 (13 m
Closing Valuation® 1,224 8 1,155 4
This page
*In thus table and 1n the Frnancial Statements the total valuation of £1 226 4 mllion 1s stated net of £1 6 mullion of lease incenuves 77 North Washington,
as reguired by accounting standards - see Note 9 Boston, Mass
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Chairman’s Slatement towmes

Acquisitions and Funding

In the UK our primary focus has conunued 1o be the enhancement of capital values and rental
mcome withun our exisung portfolio We continue to review the market for potental acquisitions
which meet our nigorous cnitenia and 1t 1s possible that 1n the cormng year more property will come
onto the market as a consequence of owners seeking to reduce geanng and increase hqudity

We have scen some easing in the general avalability and pricing of finance 1n the UK but we take a
long term approach to the ownershup of property and there are suli too few financial mnsututons
who take a similarly long view

During the year we have continued our programme of acquisiions in the USA with the purchase of
a numbser of residential properues 1n Bronx, New York at a total cost of $35 4 million

Analysis by Property Type

Property UK Property USA

W Commercal £575 4m WM Resudental £408 8m W Commercual £36 3m W Reswdental £205 9m
Commercual Property UK Commercial Property U

M Offices £200 2m W Retadl £260 7m W ()ffices £33 9m W Retodl £2 4m

W Lesgure £23 Sm % land & Development £28 4m
[ Indusiral £31 7m T * Care Homes £30 9m

Analysis by Location

UK Valuations USA Valuations

W London & the Sowuth £732 5m W New York £119 6m W Flords £54 7m

W Mrdlands & East Angha £110 7m W Boston £26 2m W New Jersey £24 3m
Rales & West £61 [m {3 Baltmore £15 Om Peninsyleariia £2 4m
2 North & Scotland £79 3m
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Top Park West, Marble Arch, London W2

Above Oslo Court, Regents Park, London NW8

Left & opposite page
G11, West 158th Street, Manbattan, New York
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Chairman’s Statement ot

Menuon needs to be made of the mine care homes, purchased in 2008, which are leased to Southern
Cross Healthcare Group PLC whose financial difficulties have been widely reported 1n the media In
accordance with the requirements of accounung standards the care homes have been included in
the independent professional valuation at 3% March 2011 on the basis of the information which was
available on that date We are actively exploring alternauve courses of action aimed at sustaining the
value of these properuies However, it 1s hikely that,at least in the short term, the income and the value
of our care homes will be adversely affected At 31 March 2011 the combined book value of these
properties represented 2 5% of the total investment property portfolio

Development Actrvity

[ am pleased to report that work commenced on site at the beginming of January this year on our
major scheme of refurbishment and extension of Africa House WC2 Based on progress to date, the
bwulding will become available for cccupation 1n early 2013

Development projects can take several years to bnng to frutton and at any tiame we have a number
of potenual projects under consideration

The developments which we have completed in the last few years at 164 Shaftesbury Avenue WC2,
25/29 Worshup Street, EC2 and 49/50 Great Marlborough Street WC1, are now all fully let

Results for the Year

The profit before taxation for the year ended 31 March 2011 amounts to £84 4 million (2010 -
£61 1 muhon), this result includes a net valuauon gamn of £52 0 milbon ansing on investment
property (2010 - £25 0 million)

This page

The Franconia,

20 West 72nd Street,
Manbattan,

New York

Opposite page
The Square,
Broad Street,
Birmingham
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The table below shows the performance of our core rental
valuation movements

business before and after property

2011 2010

im im

Total Rental and Related Income from [nvestment Property 102 7 999
Property Operaung Expenses (60 7) G660
Net Renial and Related Income from Investment Property 420 439
Profit on Disposals of Investment Property 93 51
Administrauve Expenses (10 6) aom
Net Operaung Profit before Net Valuation Gains 407 390
Net Valuation Gains on Investment Property 520 250
Net Financing Costs (83) 29
Profit before Tax 84 4 611

The increase 1n total rental income principally arises 1n the USA whilst increases in UK residential
rents have largely been offset by an increase in commercial voids

The last year has seen a significant reducuon in UK residenual vacancy rates and the cost of the
refurbishment works necessary to achieve thus improvement has contributed to an increase in the

level of property operaung expenscs

It remains our policy not actively to seek the sale of properues from our portfolio and the surplus
on disposals of £9 3 mudlion (2010—%5 1 million) anses largely from the sale of leasehold extensions

mn the UK
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Chairman’s Statement conmes

Top & below

515 West 85th Street,

Manbattan,
New York

Below Right

Prestamex House,
Preston Road,

Brighton,
East Sussex

A decrease of £6 2 mullion 1n the accounting adjustment for the net fair value gans on financal
mstruments 1s the cause of the mncrease in net financing costs [nterest payments actually decreased
slightly year on year

Davidend

Your Beard has for some time pursued a policy of increasing dividend levels prudently in line with
the Group's conunuing progress and this year we are pleased to recommend an increase in total
dividend to 75p (2010-74p)

Balance Sheet

At 31 March 2011 shareholders’ funds stood at £838 mullion (2010--£785 mullion)} This 15 equivalent
to £51 43 per share (2010—£48 17) an increase of 6 8%

Cash deposits at 31 March were £71 6 mullion (2010-£24 6 million) with undrawn medium and long
term facilines of £30 6 milhon (2010—£41 6 milhon) Geanng, although sull relatively low, has nisen
to 18 6% (2010—16 6%) principally as a result of a short term borrowing of £41 mliion which was
repatd 1in April

Environment

We recogruse our responsibility te take all possible steps to mummuse the environmental impact
arising from our business activities Every year we undertake programmes of repair and
refurbishment which provide opportunities to improve the energy efficiency of our buildings and
the plant therein
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It continues to be our pohcy that when undertaking developments or major schemes of
refurbishment we seek 10 achieve the highest BREEAM rating consistent with the nature of the
building and the scheme being undertaken BREEAM 15 a widely used environmental assessment
method for buwldings

Wherever possible we ensure that the waste which we generate 15 recycled

Employees

The Group continues to enjoy a stable workforce with low staff turnover This ensures that the costs
of recnuitment are mumimised and that the expenence of the staff gamned over the years 15 retained
for the benefit of the Group Staff are supported by the Group in the pursuit of programmes of
approprate professional traimng

Health and Safety

It 15 important that our properties provide a safe and healthy environment for our tenants, staff and
all other users

Qur propertics arc nisk assessed on a regular basis and with the help of outside consultants
comprehensive Health and Safety policies have been estabhished The Board monitors progress i
this area on an annual basis

Sub-contractors are required t0 employ nsk management procedures of an equivalent standard

This page.
30 Kensington
Church Street,
London W8
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Chairman’s Statement commed)

Community

We continue to support community activities, focusing princaipally on educaton, donations thus year
totalled £150,000 (2010-£120,000) Some years ago shares representing 6 3% of the capual of the
Company were donated to charitable companies which, in consequence, received dividend
payments in the year of £760,000 (2010—£750,000)

Risks

Economic recovery in the UK and USA 1s slow and uneven In the UK, contimung pressure on
household consumption has led te a number of farlures 1n the retal sector and this trend may
conunue for some ume In the USA unemployment remains stubbornly lugh

Agawnst this background the Group s exposed to the risk of increasing bad debts and voids Thts nisk
will be greater 1if economuc growth falters or there 15 a return to recession

The Group depends on the availabihty of funding 1n order to finance acquisitions, developments and
major schemes of refurbishment We have seen some further easing i this area but increased
regulatory and financial pressure on lenders resulting in a reduction 1n the availabibity of finance on
acceptable terms could constrain our ability to grow

Above

43-30 48th Street,
Sunnyside, Queens,
New York With almost 20% by value of the Group's property portfoho located 1n the USA, movements 1n the

Above 677 West End Avenue,
Manbattan, New York

Right
164 Shaftesbury Avenue, London WC2
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sterhng/dollar exchange rate will produce accounting adjustments in the Group’s consolhdated
financial statements The overall impact in the current year 15 not significant but this may not always
be the case

The Group 15 exposed to general valuation movements in the UK and USA property markets

Outlook

In today’s uncertan economic conditions it 1s particularly pleasing to have been able to report
another year of progress with encouraging growth i the value of our properties

It 1s more than usually difficult at present to form a clear view of what the immediate future may hold
for us Nevertheless, our property portfolio 15 diverse and our finances are sound and this gives us
the confidence that your Group will sustain its progress through the conunued applicanon of the
prudent, long term business approach which has served us so well over the years

Loyal and hardworking staff are essential to our continued success, to them must go our sincere
thanks

| FREY. VN w"é’"’
B S E Freshwater
Chairman

This page
Swan Courtyard,
Yardley, Birmuingham
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Directors’ Report

‘The Directors have pleasure in presenung their Report together with the Financial Statements for
the year t¢ 31 March 2011

Principal Actinties of the Group

Daejan Holdings PLC 15 a holding companv whose pnncipal activity, carnied on through 1ts subsichary
undertakings, 15 property investment, with some development also being undertaken Whlst the
major part of the Group’s propertv portfolio comprises commeraial, industrial and residennal
premuses throughout the United Kingdoem, a number of subsidhary undertakings are incorporated in
the Unuted States of Amenica and carry out property investment 1n that country

Investment Property

A professional valuation of all the Group’s properties was carned out at 31 March 2011 The resultant
figures are included in the Financial Statements now presented and the net increase of £52 0 mullion
(2010 - £25 0 million) over previous book values has been included 1n the Income Statement The
Group’s UK properues were valued by Colhers CRE, Chartered Surveyors and produced a revaluation
surplus of £44 6 mulhon (2010 - £38 8 mullion) The Group's USA properties were valued by Colhers,
Meredith & Grew, Joseph J Blake and Associates Inc and Metropohtan Valuauen Services Inc All the
USA firms are General Cerufied appraisers The revaluation surplus ansing on the USA properties was
£7 4 mulhon (2010 - £13 8 nullion deficit)

Busmess Review

The Group’s Business Review 1s iiteluded 1n the Charrman’s Statement set out on pages 2 to 11 and
15 included 1n this report by reference

Results and Dindend

The profit for the year amounted to £67 8 mullion (2010 - £45 7 mulion) An Interim Dividend of 25p
per share was paid on 4 March 2011 and the Directors now recommend the payment of a Final
Dnvidend of 50p per share, making a total for the year of 75p per share (2010 - 74p per share)

Fmancial Objectiwes and Policies and Exposure to Financial Risk

The Group operates a cauuous financial policy within clear authorities on a non-speculauve and long
term basis in order to enable the Group to carry on 1ts business in confidence and with strength The
Group aims to ensure that the cost of capital ts kept t0 a mummum through the maintenance of its
many long standing relat:onships with leading banks and other financial institutons The Group seeks
to mumsmuse the nisk of sudden and unexpected nses mn finance costs by way of fixed rate debt and
financial denvative instruments whilst retaining some flexibiity 1n relation to short term mterest
rates

There 15 no obligation or present intention to repay the Group's borrowings other than at matunty

Payment Policy

It 1s the Group's policy to settle the terms of payment with suppliers when agreeing the terms of
each transacuon, to ensure that those suppliers are aware of those terms and to abide by the agreed
terms of payment, providing that it 1s sausfied that the suppher has provided the goods or services
in accordance with the agreed terms and condiuons The Group does not, however, follow any
formal code or statement on payment practice
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Drrectors

The Directors who served throughout the year, and who are still in office, are
Mr B S E Freshwater

Mr D Davis

Mr S I Freshwater

Mr R E Freshwater (appointed 6 July 2010)

Mr A M Freshwater (USA) (appownted 6 July 2010)

Brief biographies of the Directors are as follows

Mr B $ E Freshwater Aged 63 - Jowmned the Board :n December 1971 with pnmary responsibility for
the Group’s finances In July 1976 he was appounted Managing Director and, addinonally, became
Chairman 1n July 1980

Mr D Davis Aged 76 - A Chartered Accountant and member of the Insutute of Taxauon, was
previously a partner 1n Cohen Arncld, the Group's consulung accountants He rehnqushed his
partnershup tn 1971 1n order to devote more ume to his numercus business and other interests He
has been a non-execuuve Director of the Company since December 1971

Mr § I Freshwater Aged G0 - Durects the Group’s operations in the USA and also has responsibility
for the Group's UK sales division He has been a Director of the Company since January 1986

Mr R E Freshwater Aged 41 - He 1 currently pursuing an academic career and lectures to graduate
students He 1s an actual and a potential beneficiary of trusts with substantial holdings of the
Company’s equity

Mr A M Freshwater Aged 40 - He 15 restdent 1in the UK and sits as an Arbitrator in complex
commercial disputes He 1s a potential beneficiary of trusts and a trustee of certaun other trusts with
substantial holdings of the Company’s equuty

The rules govermng the elecuon and re<clecuon of Directors are set out in the Corporate

Governance section on page 18 The powers of Directors of the Company are as set out in the
Company's articles of association

Direclors’ Inferests in Transactions

Day-to-day management of the Group’s properties in the United Kingdom s matnlv carrited out by
Highdorn Co Limuted and by Freshwater Property Management Limited Mr B § E Freshwater and
Mr § I Freshwater are Directors of both companies They have no beneficial interest in the share
capntal of Highdorn Co Limited Mr B S E Freshwater, Mr § 1 Freshwater and Mr I Davis are also
Directors of the parent company of Freshwater Property Management Lirmited but have no beneficial
interest m either company Mr R E Freshwater has a beneficial interest 1n a trust holding interesis in
shares in Highdorn Co Limuted

Details of the amounts paid for the provision of these services are set out 1n Note 18 to the Financial
Statements
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Directors’ Report onimued)

Share Capital and Substantial Directors’ and other Shareholdings

The structure of the Company’s Share Capital, mcluding the rights and obliganons attaching to the
shares, 15 given 1in Note 14 to the Financial Statements

Duirectors’ interests in the Share Caprtal of the Company are as follows

Dacjan Holdmgs PLC

Ordinary Shares

31 March 31 March

2011 2010

D Dawis (Notes 2 & 3) 763 763

B § E Freshwater (Notes 1,2,3 & 4) 340,033 340,033

S I Freshwater (Notes 2,3 & 4) 89,270 89,270

R E Freshwater (Notes 2 & 3) - -

A M Freshwater (Notes 2 & 3) - -
Notes

1 All the above holdings were beneficially owned Mr B § E Freshwater s sharcholding represents 2 1% of the
Issued Share Caprtal of the Company

2 A further 2,908,116 shares (2010 - 2,908,116) represenung 17 8% of the Issued Share Capital of the
Company were held by Freshwater fanuly trusts and by chantable comparues in which Mr B § E Freshwater,
Mr § I Freshwater, Mr D Davis and Mr A M Freshwater have no beneficial interest Mr D Davis and MrA M
Freshwater are trustees of a trust which owas 250,000 shares represenung 1 5% of the Issued Share Capatal
of the Company Mr R E Freshwater has a beneficial interest in certun trusts referred to in this Note 2 wiuch
together hold 326,294 shares, representing 2 (% of the Issued Share Capital of the Company

3  In addition to the holdings shown 1n the table and 1n Note 2 above, compames owned and controlled by
Mr B S E Freshwater, Mr 5 1 Freshwater, their farmihes and famly trusts, held at 31 March 2011 a total of
7,876,431 shares (2010 - 7,876,431 representing 48 3% of the Issued Share Caprtal of the Company
Mr D Davis and Mr A M Freshwater have a non-beneficial interest in some of these shares, either as a Director
of the companies concerned, or as a trustee Mr R E Freshwater has a beneficial mterest in certamn trusts
mncluded tn this Note 3 which indirectly have interests 1in 3,774,853 shares, representung 23 2% of the Issued
Share Capital of the Company

4 Of these shares 89,270 are held by a company owned jointly by Mr B S E Freshwater and Mr S I Freshwater

Included 1n Notes 2 and 3 are the following holdings at 31 March 2011, each amounting to 3% or more of the
Company's Issued Share Capial

Shares %
Henry Davies (Holborn) Limated 1,934,090 119
Trustees of the 5 1 Freshwater Settlement 1,560,000 96
Disuncuve Investments Limited 1,464,550 90
Quoted Securities Limuted 1,305,631 80
Centremanor Limuted 1,000,000 61
Mayfar Chartties Lumated 565,000 35
Tabard Property Investment Company Lumted 500,000 31

In addiuon, the Company has been noufied of the foilowing substanual interests n 1ts Share Caputal
at 31 March 2011

Shares %
Valand Investments Limited 1,000,000 61
Silda 2 Limuted 705,000 43

The Company 1s ntot aware of any changes to any of the above interests from 31 March 2011 up to
the date of signing this report
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Signaficant Agreements

Part 6 of Schedule 7 of the large and Medium-sized Companies and Groups (Accounts and Reports)
Regulations 2008 requires the Company to identufy those sigmificant agreements o which the
Company is party that take effect, alter or termunate upon a change of control of the Company
following a takeover ind and the effects of any such agreements

The Group has five bank loan and mortgage facilities which contain change-of-control clauses Three
of these facilmes require the prior written consent of the lender to a change of control over the
parent company, without which such change of control would consutute an event of default A
change of control under the remaiming two faciiies would similarly constitute an event of default
but no provision 1» made for the prior wnitten consent of the {ender At 31 March 2011, these
faciliies represented £112 3 mulhion (2010 - £72 2 mullon) of the loans and beorrowings in the
financial statements and alt of the undrawn facilines (£30 6 million, 2010 - £41 6 malhon)

Charitable Donations

Charttable Donations made by the Group amounted to £150,000 (2010 - £120,000) There were no
poliical contribuuons (2010 - £Nil)

Auditors

The Company’s auditors, KPMG Audit Plc, have expressed their willingness to continue 1n office In
accordance with Secuon 489 of the Companies Act 2006, resolutions for the reappointment of
KPMG Audit Plc as auditors of the Company, and to authonse the Directors to determune thar
remuneratton, are to be proposed at the forthcomng Annual General Meeung

Statement of Disclosure of Information fo Auditors

The Directors who held office at the date of approval of thus Directors’ Report confirm that, so far
as they each are aware there 1s no relevant audit information of which the Company’s auditors are
unaware, and each Director has taken all the steps he ought to have taken as a Director to make
himself aware of any relevant audit information and tc establish that the Company’s auditors are
aware of that information

ek of rd,

M R M Jenner
Secretary

22 July 2011
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Directors’ Remuneration Report

Audited Information

Remuneration
Details of each mndividual Director’s remuneration are set out below on an accruals basis

Salary Fees Total

2011 £ ) 5
Mr B § E Freshwater 720,000 20,000 740,000
Mr D Davis - 20,000 20,000
Mr S [ Freshwater 651,000 20,000 671,000
Mr R E Freshwater - 15,000 15,000
Mr A M Freshwater - 15,000 15,000

1,371,000 90,000 1,461,000
2010
Mr B § E Freshwater 700,000 20,000 720,000
Mr D Davis - 20,000 20,000
Mr S [ Freshwater 638,000 20,000 658,000

1,338,000 60,000 1,398,000
Unaudited Information
Compliance

The Company's compliance with the requirements of The Combined Code on Corporate
Governance 1ssued by the Financial Reporting Council 1n June 2008 (the “Combined Code™) 15 set
out under Corperate Governance on page 20

Policy

The remuneration policy adopted by the Board 1s designed to ensure that the Directors’ interests are
alhied to the long-term growth of the Group and therefere to the interests of the sharehofders as a
whole The Group does not operate any form of bonus scheme or share option scheme since the
Execuuve Directors’ salanes for the year are deterrmned by the Board once the results for the year
are known, with any salary increase calculated and paid with effect from the beginming of the
financial year

Remuneration of Non Executive Directors

The fees of the non-execunve Directors are reviewed pertodically by the Executve Directors who
make recommendations to the Board The current level of £20,000 has been fixed for a number of
years

Service Contracts
No Director has a service contract
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Total Shareholder Return

The followmng graph shows the total shareholder returns for the Company (rebased as at 1 Apnl
2006) for each of the last five financial years compared to the FTSE All Share Real Estate Investment
and Services Index and the FTSE 350 Index The Company 15 a consutuent of both these indices and
the Board considers these to be the most appropniate broad market equity indices for dlustraung the
Company’s performance

Total Sharebholder Return Performance Graph

pprpyed py th ard Wn 22 Julv 2011 and signed on 1ts behalf by

M R M Jenner
Company Secretary
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Corporale Governarice

Corporate Governance

The Board 1s required by the Financial Services Authonity to report on the extent of its application
of the principles and of its compliance with the provisions contained in the Combined Code

Your Board fully supports the goal of better Corporate Governance and we comply with the majornity
of the principles of the Combined Code

We do not comply with the provisions of the Combined Code 1n connection with non-executive
representauon on the Board, as we are doubtful that further extending independent non-executive
parucipation at present would benefit our sharcholders We consider it vital that the principles of a
umtary Board of Directors sharing responsibility for all facets of the Company’s business should not
be undermuned by reserving areas of decision making solely for non-execuuve Directors For thas
reason the matters which the Combined Code recommends should be reserved for audit, nomunation
and remuneration commuttees are dealt with by the entre Board and 1t 1s mntended to connnue this
pracuce In view of the fact that the Board comprises only five Directors 1t 1s also not considered
necessary to split the roles of Chairman and Chuef Execunve Executive remuneration 15 not directly
related to performance, but a link 1s established by the fact that remuneration 15 not agreed upon
unul after the results for the year are known

Changes should be made when they are approprnate and i the best interests of the Company, rather
than for the sake of change 1tself This Company has a successful track record and whulst the Board
will conunue to keep under review any proposals which may improve the efficiency of s
operations, the current structure has stood the Company in good stead over many years and shoutd
continue to do so in the future

The Board

The Group s controlled through its Board of Directors The Board's main roles are to create value for
shareholders, to provide entreprencunal leadership of the Group, to approve the Group’s strategic
objecuves and o ensure that the necessary financial and other resources are made avaslable 1o
enable those objectives to be met

The Board meets regularly throughout the year on both a formal and informal basis Comprehensive
management informauon covering all aspects of the Company’s business 1s supplied to the Board 1n
a umely manner and 1n a form and quality to enable 1t to discharge its duties The Board'’s principal
focus, 1n accordance with the formal schedule of matters referred to it for decision, 15 on the
formauon of strategy and the monitoring and control of operations and financial performance All
Directors have access to the Company Secretary who 1s responsible for ensuning that the Board
procedures are comphed with The Board has agreed a procedure for Directors in the furtherance of
their duties to take independent professional advice if necessary, at the Company’s expense

The Board consults on a regular basis with the Group’s external auditors and are charged with
ensuning that their objecuvity and independence 1s safeguarded

The enure Board 15 responsible for the selecuen and approval of candidates for appomntment to the
Board All Directors retire bv rotatnon and submut themselves to shareholders at Annual General
Meeungs at regular intervals and at least every three years

Dunng the year there were two full, formal Board Meeungs attended by all Mirectors and three
further formal execuuve Board Meetings attended by both executuve Directors
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Drectors and Drrectors’ Independence

The Board currently compnses the Charrman, one executive Director and three non-executve
Directors The names of the Directors together with their biographical details are set out on page 13
Mr R E Freshwater and Mr A M Freshwater are not independent by virtue of theirr membership of the
Freshwater famuly The Board acknowledges that in view of his length of service, D Davis 15 not
technically independent

Directors’ Remuneration

Details of the Directors’ remuneration are contamned in the Directors’ Remuneration Report on
page 16

Internal Controls

The Board 1s ulumately responsible for the Group's system of internal control and for reviewing us
effecuveness However, such a system 1s designed to manage rather than eliminate the nisk of faillure
to achieve business objecuves, and can provide only reasonable and not absolute assurance against
matenal musstatement or loss

The Combined Code requires that the Directors review the effectiveness of the Group’s system of
internal controls, covening financial, operational and comphance controls and nisk management

The Board confirms that there 1s an ongoing process for identifying, evaluating and managing the
significant business nisks faced by the Group and that this process has been 1n place for the year
under review and up to the date of approval of the Annual Report and Accounts This process ts
reviewed by the Board at regular intervals and accords wiath the Turnbull gwdance

The Board has considered the benefits likely to anse from the appomtment of an mternal audit
funcuon and has concluded that this 1s not currently necessary having regard to other controls
which operate within the Group

Key elements of the Group's system of internal controls are as follows

Controls entironment The Group 1s commuited to the highest standards of business conduct and
secks to mantain these standards across all its operauons The Group has a clear organusational
structure for plannming, executing and montonng business operatuens 1n order to achieve the Group's
objectives Lines of responsibility and delegation of authornity are well defined

Risk identification and evaluation Management 15 responsible for the idenuficanon and
evaluanuen of key nisks apphicable to the areas of the property market which impact 1its objecuves
These nisks are assessed on a continual basis and may be associated with a vanety of internal and
external sources The Board considers the risk implications of business decisions including those
affecung afl major transacuons

Information and communication Penodic strategic reviews are carried out which include the
considerauon of long term financial projections Financial performance s acuvely momtored at
Board level Through these mechamsms group performance 1s monitored, nsks identified 1n a umely
manner, thewr inplicauons assessed, contrel procedures re-evaluated and corrective actions agreed
and implemented

Corttrol procedures The Group has implemented control procedures designed to ensure complete
and accurate accounung for financial transacttons and to it the potenual exposure to loss of assets
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Corporate Governance onmmued)

or fraud Measures nclude physical controls, segregation of dunes, reviews by management and
reviews by external audit 1o the extent necessary to arrive at their audit opinion

Monitoning and corrective action The Board meets regularly, formally and informally, throughout
the year to review the internal controls This includes an annual review of the significant business
nisks, formally considening the scope and effectiveness of the Group's system of internal control In
additron, the executive Durectors and semor management staff have a close involvement an the day
to day operations of the Group and as such the controfs are subject to ongoing monitoring

Investor Relations

The Board values commurmcation with private and insticutional shareholders and with analysts The
Annual General Meeung 1s used as an opportunity to meet private shareholders Other opportumties
are taken during the year to discuss the strategic and other 1ssues with institutional shareholders and
analysts

The Board continues to support the concept of individual resolutions on separate 1ssues at Annual
General Meetings Details of proxy voung on each resolution are disclosed to the meeting after it has
been dealt with by a show of hands In accordance with the Combined Code, notice of the Annual
General Meeung and the Report and Financial Statements will be sent to shareholders at least twenty
working days before the meeung

Fancual Reporting

The Board 15 responsible for the preparauoen of the Report and Financial Statements within whach 1t
secks to present a balanced and understandable assessment of the Group’s business Further details
are given 1n the Chairman’s Statement

Comphance Statement

The Board considers the Company has complied throughout the year ended 31 March 2011 with
the provistons of the Combined Code with the exception of the following paragraphs

Paragraph Subject

A21-2 sphit of Chairman and CEO roles

A32-3 strong independent non-executive element

Ad1-4.A46 appomntment of nomunauon commuttee and their proceedings
Al13,A6 performance evaluation of the Board

AT2 length of service of non-execuuve directors

Bll performance related remuneration for executsve directors
B21-2 appointment of remuneration commuttee and their proceedings
C31-6 appomntment of audit commuttee and therr proceedings

Gomg Concern

The Group's business actwvities, together with the factors hkely to affect s future development,
performance and posiuon are set out 1n the Chairman'’s Statement on pages 2 to 1t, which also refers
to the financial position of the Group, its cash flows, hquidity posiuon and borrowing facihties In
addition, Note 17 to the financial statements includes the Group's objectives, pohicies and processes
for managing its financial nisks, together with details of 1ts financial instruments, hedging acuvities
and exposures 10 credit, hqudity and market risks
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As shown in the Consohdated Statement of Cash Flows, the Group generated net cash from operating
actuvities of £26 1 miilion during the year (2010 - £17 0 muliion) Gearing, on the basis of gross debt
to total assets, was 18 6% (2010 - 16 6%, as restated) Net debt (total loans and borrowings less cash
and cash equvalents) has remained broadly unchanged at £174 5 milhon (2010 - £176 0 rmullion, as
restated) Furthermore, the Group has undrawn comnutted facihies of £30 6 millton at the balance
sheet date The Group therefore has considerable financial resources and very low geanng As a
consequence, the Directors consider that the Group 1s well placed to manage its business risks
successfully despite the continued uncertain economuc outlook Consequently, the Directors have a
reasonable expectation that the Group has adequate resources to continue 1in operational existence
for the foreseeable furure Thus they continue to adopt the going concern basis of accounting in
prepanng the financal statements
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Directors’ Responsibilities

Statement of Directors’ Responsibilities in respect of the Annual Report and the
Fnancial Statements

The Directors are responsible for preparing the Annual Report and the group and parent company
financial staternents 1n accordance with apphcable law and regulations

Company law requires the Directors 1o prepare group and parent company financial statements for
cach financial year Under that law they are required to prepare the group financial statements n
accordance with Internatuonal Financial Reporung Standards as adopted by the EU (“IFRS™) and
applicable law and have elected to prepare the parent company financial statements in accordance
with UK Accounting Standards and apphlicable law (UK Generally Accepted Accounting Practice)

Under company law the Directors must not approve the financial statements unless they are satsfied
that they give a true and fair view of the state of affairs of the group and parent company and of their
profit or loss for that period In prepanng each of the group and parent company financial
statements, the Directors are requured to

@ select suitable accountng policies and then apply them consistently,
[ make judgements and estmates that are reasonable and prudent,

e for the group financial statements, state whether they have been prepared in accordance with
IFRS,

® for the parent company financial statements, state whether applicable UK Accountung
Standards have been followed, subject to any materal departures disclosed and explamed n
the parent company financial statements, and

® prepare the financial statements on the gomg concern basis unless 1t 15 mappropriate to
presume that the group and the parent company will continue 1n business

The Directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the parent company’s transactions and disclose wath reasonable accuracy at any ttme the
financial positon of the parent company and enable them to ensure that its financial statements
comply with the Compames Act 2006 They have general responsibility for taking such steps as are
rcasonably open to them to safeguard the assets of the group and to prevent and detect fraud and
other irregulantces

Under apphcable law and regulauons, the Directors are also responsible for prepaning a Directors'
Report, Directors’ Remuneration Report and Corporate Governance Statement that comply with that
law and those regulations

The Directors are responsible for the maintenance and mtegrity of the corporate and financial
informaton included on the company’s website Legislation in the UK governing the preparatton and
dissemination of financial statements may differ from legislation 1n other junsdicuons

By order of the Board,

DJwv mla

B 5 E Freshwater
Director

N

22 July 2011
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Independent Audifor’s Report

Independent auditor’s report lo the members of Daejan Holdings PLC

We have audited the financial statements of Dacjan Holdings PLC for the year ended 31 March 2011
set out on pages 25 to 53 The financial reporting framework that has been applied in the
preparation of the group financial statements 15 applhicable law and International Financial Reporung
Standards (IFRS) as adopted by the EU The financial reporting framework that has been applied in
the preparation of the parent company financial statements 15 applicable law and UK Accountng
Standards (UK Generally Accepted Accounung Pracuce)

This report 15 made solely to the company's members, as 2 body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006 Our audit work has been undertaken so that we mught state to
the company’s members those matters we are required to state to thert in an auditor’s report and
for no other purpose To the fullest extent permutted by law, we do not accept or assumc
responsitnlity to anyone other than the company and the company’s members, as a body, for our
audit work, for this report, or for the opiruons we have formed

Respective responsibiisties of directors and auditors

As exptained more fuily in the Directors' Responsibilities Statement set out on page 22, the directors
are responsible for the preparation of the financial statements and for being sausfied that they give
a true and far view Qur responsibility 15 to audit and express an opiuon on the financial statements
in accordance with applicable law and Internauonal Standards on Audiung (UK and Ireland) Those
standards require us to comply with the Auditing Practices Board's (APB’s) Ethucal Standards for
Auditors

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements 1s provided on the APB’s web-site at
www frc org uk/apb/scope/private cfm

Opiuon on financial stalements

[n our opinton

L ] the financial statements give a true and farr view of the state of the group’s and of the parent
company's affaurs as at 31 March 2011 and of the group’s profit for the year then ended,

L the group financal statements have been properly prepared in accordance with IFRS as
adopted by the EU,

® the parent company financial statements have been properly prepared in accordance with UK
Generally Accepted Accountng Pracuce,

® the financial statements have been prepared in accordance with the requrements of the
Companies Act 2006, and, as regards the group financial statements, Article 4 of the IAS
Regulation

Page 23




Daejan Holdings PLC Report & Financial Statemenis 201 1

Independent Auditor's Report womues

Opimon on other matters prescribed by the Companies Act 2006

In our oparuon
®  the part of the Directors’ Remunerauon Report to be audited has been properly prepared 1n

accordance with the Companies Act 2006,

® the information given m the Directors’ Report for the financial year for whuch the financial
statements are prepared is consistent with the financial statements, and

[ J the informauon given n the Corporate Governance Statement set out on pages 18 to 21 with

respect to internal control and nsk management systems n relation 1o financal reporung
processes and about share capital structures 1s consistent with the financial statements

Matters on which we are reguired to report by exception

We have nothung to report in respect of the following

Under the Comparues Act 2006 we are required to report 1o you if, in our opimuon

®  adequate accounung records have not been kept by the parent company, or returns adequate
for our audit have not been recerved from branches not visited by us, or

@®  the parent company financial statements and the part of the Directors’ Remunerauon Report
to be audited are not 1n agreement with the accounting records and returns, or

®  certain disclosures of directors’ remuneration specified by law are not made, or
@®  we have not recerved all the information and explanations we requre for our audit, or
@®  a Corporate Governance Statement has not been prepared by the company

Under the Lisung Rules we are required to review
® the directors’ statement, set out on pages 20 and 21,1n relatron to going concern,
® the part of the Corporate Governance Statement on page 20 relating to the company's

comphance with the une provisions of the June 2008 Combmed Code specified for our
review, and

@®  certain elements of the repert o Shareholders by the Board on directors’ remuneration

—
ALT Hs

W E J Holland ( r Statutory Auditor)

for and on behalf of KPMG Audit Plc, Statutory Auditor

Chartered Accountants

15 Canada Square

London, Ei4 5GL

22 July 2011
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Year ended  Year ended
31 March 31 March
Sfor the year ended 31 March 2011 Notes 2011 2010
(as restaied*)
2000 000
Gross Rental Income 88,613 85,878
Service Charge Income 14,079 14,035
Total Rental and Related Income from Iaovestment
Property 102,692 99,913
Property Operating Expenses 3 (60,743) (55,983
Net Rental and Related Income from Investment
Property 41,949 43,930
Profit on Disposal of Investment Property 9,257 5,073
Net Valuation Gains on Investment Property 9 52,024 24,997
Administrative Expenses 4 (10,558) (10,013
Net Operaung Profit before Net Financing Costs 92,672 63,987
Fair Value Gains on Fixed Rate Loans and Borrowings 1,495 6,265
Fair Value Gatns on Denvauve Financial Instruments 556 1,981
Fair Value (Losses)/Gains on Current Investments (16) 16
Other Financial Income 5 512 571
Financial Expenses 5 {10,856) (11,691
Net Financing Costs (8,309) (2,858)
Profit before Taxation 84,363 61,129
Income Tax G (16,530) (15,474
Profit for the Year 67,833 45,655
Attributable to
Equity Holders of the Parent 67,823 45,636
Minonty Interest 1¢ 19
Profit for the Year 67,833 45,655
Basic and Diluted Earnings per Share 7 £4 16 £2 80

*See Mhote 1(1)
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Consolidated Statement of Comprebensive Income

Year ended  Year ended
31 March 31 March
Jor the year ended 31 March 2011 2011 2010
£000 £000
Profit for the Year 67,833 45,655
Foreign Exchange Translaucon Differences (2,648) (8,063)
Total Comprehensive Income for the Year 65,185 37,592
Attributable to
Equity Holders of the Parent 65,183 37,580
Minornity Interest 2 12
Total Comprehensive Income for the Year 65,185 37,592
Consolidated Statement of Changes in Equity
Issued Share  Translaton Retained Equity Mmonty Total
Jfor the year ended “hare Premmium Reserve Eartungs Sharcholders Interest Equity
31 March 2011 Capual Account Funds
£000 £000 £000 2000 2000 £000 £000
Balance at 1 Apnl 2009 4,074 555 29,112 725 552 759,293 135 759,428
Profit for the Year - - - 45,636 45,636 19 45 655
Foreign Exchange
Translation Differences - - (8 056} - (8,056) (@) (8B,063)
Movements n Minotity Intorest - - - - - 4 ()]
Dividends to Equitv Shareholders - - - (11,897 (11,897) - (11897
Balance at 1 Apnl 2010 4074 555 21,056 759,291 784,976 143 785119
Profit for the Year - - - 67,823 7 823 10 67,833
Foreign Exchange
Translation Differences - - (2 6400 - (2,640) [€)] (2 648)
Movements tin Minonty Interest - - - - - 17 17
Dividends to Equity Shareholders - - - (12,059 (12,059 - (12,059
Balance at 31 March 2011 4,074 555 18 416 815,055 838,100 162 838,262
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31 March 31 March
as at 31 March 2011 Notes 2011 2010
(as resiated™)
%000 £000
Assets
Investment Property 9 1,224,800 1,155,384
Deferred Tax Assets 10 4,378 5,533
Total Non-Current Assets 1,229,178 1,160,917
Trade and Other Receivables 11 41,221 40,274
Current Investments 12 246 256
Cash and Cash Equivalents 13 75,296 28,268
Total Current Assets 116,763 68,798
Total Assets 1,345,941 1,229,715
Equiry
Share Capital 14 4,074 4,074
Share Premmuum 555 555
Translauon Reserve 18,416 21,056
Retained Earnings 815,055 759,291
Total Equuty Attnibutable to Equity Holders of the Parent 838,100 784,976
Minority Interest 162 143
Total Equity 838,262 785,119
Liabilities
Loans and Borrowings 16 194,577 200,519
Deferred Tax Liabiliues 10 196,204 191,048
Total Non-Current Liabilities 390,781 391,567
Loans and Borrowings 16 55,248 3,734
Trade and Other Payables 15 40,821 38,141
Current Taxation 20,829 11,154
Total Current Liabilities 116,898 53,029
Total Liabilities 507,679 444,596
Total Equity and Liabilities 1,345,941 1,229,715

The Financial $tatements on pages 25 to 49 were approved by the Board of Directors on 22 July 2011

and were signed on 1ts behalf by

""‘bwhu%

B S E Freshwater Director

D Dauvis

*See Note 1(1)

Director U M
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Consolidated Statement of Cash Flows

Year ended Year ended
31 March 31 March
for the year ended 31 March 2011 2011 2010
£000 £000 £000 £000
Cash Flows from Operating
Activities
Cash Receipts - Rent and Service Charges 113,164 106,252
Cash Paid 1o Suppliers and Employees (77,568) (76,796)
Cash Generated from Operations 35,596 29,456
Interest Received 519 565
Interest Patd (10,942) (15,541)
Rece:pts from/(Distnbutiens to)
Minonity Interest 17 4)
UK Corporauon Tax Recovered/(Paid) 1,523 (1,249
Overseas Tax Paud (575) (260)
Net Cash from Operaung Activities 26,138 16,967
Cash Flows from Investing Activities
Acquisition and Pevelopment of
Investment Property (29,990) (16,932)
Proceeds from Sale of Investment
Property 10,163 5,255
Net Cash from Investing Activities {19,827) (11,677
Cash Flows from Financing
Activities
Repayment of Bank Loans (1,375) (11,375)
New Bank Loans 41,000 -
Repayment of Mortgages (2,171) (1,678)
New Mortgages 16,089 22,549
Dividends Paid (12,059) (11,897
Net Cash from Financing Activities 41,484 (2,401)
Net Increase 11 Cash and Cash Equivalents 47,795 2,889
Cash and Cash Equivalents Brought Forward 28,058 26,174
Effect of Exchange Rate Fluctuations on
Cash Held (557) (1,005)
Cash and Cash Equivalents
(Note 13) 75,296 28,058

Page 28




Daejan Holdings PLC Report & Financial Statements 201 1

Notes o the Consolidated Financial Statements

1 Sgrficant accounting policies

Paejan Holdings PLC 1s a companyv domuciled 1n the United Kingdom The Consohdated Financial
Statements of the Company for the year ended 31 March 2011 compnse the Company and its
subsidianes (together referred to as the “Group™)

The Consohdated Financial Statements were authonised for 1ssuance on 22 July 2011

(1) Statement of comphance

The Consohdated Financial Statements have been prepared in accordance with International
Financial Reporung Standards as adopted by the EU (“1FRS"™) and those parts of the Companies Act
2006 applicable to compames reporting under IFRS

The Company has elected to prepare its parent Company Financial Statements in accordance with
UK GAAP and these are presented on pages 50 to 53

(b)  Basis of preparation

The Consohdated Financial Statements are presented in sterling, the Company’s functional currency,
rounded to the nearest thousand They are prepared on the historical cost basis except that the
following assets and habihues are stated at theur fair value investment property, dersvauve financial
mstruments, fixed rate loans and borrowings and current asset investments

Except as noted below, the accounting policies set out in this Note 1 have been applied consistently
throughout the Group to all periods presented 1in the Consohdated Financial Statements

During the financial year the following revised standards were adopted by the Company
[ IFRS 3 Business Combunations (revised)
[ ] 1AS 27 Consclidated and Separate Financial Statements (revised)

The adopuon of these revised standards did not have a matenal impact on the Consolidated Financial
Satements

The foliowing revised standard has been endorsed but 15 not effective for the financial year and has
not been adopted early

®  IAS 24 Related Party Disclosures (revised)

The Company does not expect the adoption of the above revised standard to have a material impact
on the Consohdated Financial Statements

The financial statements have been prepared on a going concern basis as explaned i the Corpornate
Governance secuon on pages 20 and 21

The preparation of financial statements 1n conformmty with IFRS requires management to make
judgements, estimates and assumpuons that affect the apphicanon of policies and reported amounts
of assets and habilities, income and expenses Although these estimnates are based on management's
best knowledge of the events or amounits involved, actual results ultimately may duffer from those
esurnates The areas mnvolving a higher degree of complexaty, judgement or esiimation are set out in
Note 1(u) below

(c) Subsidianes

Subsidianes are those enuties controlled by the Company Control exists when the Company has the
power, directly or indirectly, to govern the financial and operating policies of an entity so as to obtain
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Notes to the Consolidated Financial Statements coninued

benefits from 1its acuvitics In assessing control, potential voung rights that presently are exercisable
are taken nto account

(d) Transactions ¢hminated on consolidation

Intra-group balances and any unreahsed gans and losses ansing from mtra-group transacuons are
ehmnated in prepanng the consolidated financial statements

(e) Income available for distmbutien

Under the Articles of Association of certain Group investment undertakings, realised capital surpluses
are not available for distnbution as dividends

(f) Foreign currency transkation

The asscts and habilities of foreign operations are translated to sterhng 2t the foreign exchange rate
ruling at the balance sheet date The revenues and expenses of foreign operations are translated te
sterling at rates approximating to the foreign exchange rates ruling at the dates of the transactions
Foreign exchange differences ansing on re-translanon are recogmused directly m a separate
componcent of equity The cumulative transtation difference for all foreign operanons was deemed to
be zero as at the date of transition to IFRS The year end and average rates used for these purposes
were as follows

Year erd Average
2011 2010 2011 2010

US Dollar 160 152 156 160

® Denvauve financial nstruments

The Group uses denvauve financial instruments to hedge its exposure to interest rate risk arising
from operational and financing activittes As these denvatives do not quahfy for hedge accounung,
they are accounted for as trading mstruments Denvatve financial wmstruments are mtally
recogrused, and subsequently recorded, at fair value The far value of interest rate swaps 1s the
esumated amount that the Group would recover or pay to termunate the swap at the balance sheet
date, taking into account current wnterest rates and the credit worthiness of the swap counterpartues
The gain or loss on re-measurement to fair value 15 recognised immedhately 1n the Income Statement

(h) Investment property

IFRS defines investment properties as those which are held either to earn rental income or for capital
appreciation or both All of the Group's property portfolio falls wathin this defimuon Investment
property 1s imtally recognsed at cost and subsequently recorded at fair value

External, independent valuation firms having appropnate recogmsed professionat qualifications and
recent relevant expernience in the location and category of property being valued, value the portfoho
annually at the Company’s year end The fair values are based on market values, being the esumated
amount for whuch a property could be exchanged on the date of valuauon between a willing buyer
and a willing seller in an arm'’s length transacuon after proper marketing wherein the parues had
each acted knowledgeably, prudently and without compulsion The valuations are prepared esther by
considering the aggregate of the net annual rent recervable from the properues using a market yield
which reflects the nsks inherent in the net cash flow which 1s then applied to the net annual rents,
or on a sales comparison basis Any pains or losses anising from a change in fair value are recogrused
in the Income Statement
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When the Group begins to redevelop an existing mvestment property for continued future use as an
investment property, the property remans an wnvestment property, and 15 measured based on the far
value model Interest 1s not capialised on such developments as the property 1s held at fair value

A property interest under an operating lease 15 classified and accounted for as an mvestment
property on a property-by-property basis when the Group holds it to earn rentals or for capital
appreciauion or both Any such property interest under an operaung lease classified as an investment
property 1s carnied at fair value Where matenal, the present value of mummum future lease payments
under such leases 1s recognised as a liabiity

When the Group uses only part of a property it owns and retans the remainder to generate rental
mcome or capial appreciaton, the extent of the Group'’s uulisation 1s considered to determine the
classification of the property If the Group’s utthsation 1s less than five per cent , this 1s regarded as
mmmaterial such that the whole property 15 classified as an investment property and stated at far
value

Acqusitions and disposals are recogrused on the date that the sigmificant rnisks and rewards of
ownership have been transferred It s Group policy to sell, as individual umts, flats 1n residental
blocks which have been held as investment properties but which are now considered uneconomic
to retain Occasionally there are sales of residential and commeraial mvestment blocks Any resulung
gain or loss based on the difference between sale proceeds and valuation 15 included 1n the Income
Statement and taxauon apphcable thereto 1s shown as part of the taxation charge

(6)] Current [nvestments

Investments compnise equity secunties held for trading and classified as current assets stated at fawr
value, with any resultant gain or loss recogmsed in the Income Statement

()  Trade and other receivables

Trade and other receivables are imtially stated at fair value and subsequently carried at cost less an
allowance for impairment These assets are not discounted as 1t 1s deemed immateral

(k) Cash and cash equivalents

Cash and cash equivalents comprnse cash balances and short term deposits These short term
deposits are highly hqud investments that are readily converuble to known amounts of cash and
which are subject to an insignificant risk of changes 1n value Bank overdrafts are repayable on
demand and form an wntegral part of the Group’s cash management Bank overdrafts have therefore
been included as a component of cash and cash equivalents for the purpose of the Statement of Cash
Flows

(1) Dividends

Dividends are recogmsed as a habibity 1n the peniod 1n which they are approved

(m) Trade and other payables

Trade and other payables are stated at thewr amortsed cost

(n) Net rental income

Net rental income comprises rent and service charges recervable less applicable provisions and costs
associated with the properties Rental income from investment property leased out under operaung
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Notes to the Consolidated Financial Statemenis conmued

leascs 1s recogrused 1n the Income Statement on a straight-hine basis over the term of the lease Lease
incenuves granted are recogmsed as an integral part of the total rental income Service charge
ncome 1s recogrused as the services are provided Net rental income 1s stated net of recoverable VAT

The cost of repairs 15 wnitten off to the Income Statement 1n the year in which the expenditure
occurred Lease payments under operating leases are recogmsed in the Income Statement on a
straight-line basis over the term of the lease

(0) Divadend income

Dividend income 1s recogmised 1n the Income Statement on the date the entity’s night to receive
payments 1s estabhished which, in the case of quoted securnties, 1s the ex-dividend date

(p) Taxaton

Income tax on the profit or loss for the year compnises current and deferred tax Income tax 15
recogrsed 1n the Income Statement except to the extent that it relates to items recognised directly
n equuty, 1n which case 1t 15 recognised in equuty

Curtent tax 15 the expected tax payable on the taxable income for the year, using tax rates enacted
or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of
previous years

Deferred tax 1s provided using the balance sheet habiity method, providing for temporary
differences between the carrymng amounts of assets and habihiies for financial reporung purposes
and the amounts used for taxation purposes The amount of deferred tax provided 15 based on the
expected manner of reahsation or settlement of the carrying amount of assets and habilities, using
tax rates enacted or substantively enacted at the balance sheet date

A deferred tax asset 15 recognised only to the extent that 1t 1s probable that future taxable profits wall
be available against which the asset can be utibised

(Q) Segmental reporung

The Company has wdentified its operating segments on the basis of those components of the Group
which are engaging in bustness activiues from which they may earn revenues and mcur expenses
and for which discrete financial informanon 1s avadable and regularly reviewed by the Cluef
Operaung Decision Maker 1n order to allocate resources and assess performance The Company has
determuned the Chuef Operating Decision Maker to be the Board of Directors

() Imparment

The carrying amounts of the Group's assets, other than investment property (see Note 1 (h)) and
deferred tax assets (see Note 1 (p)), are reviewed at cach balance sheet date to determune whether
there is anv indication of impairment If any such indication exusts the asset’s recoverable amount 1s
esumated and an imparrment loss recogmsed whenever the carrying amount of the asset exceeds its
recoverable amount Empairment losses are recogrused 1n the Income Statement

The recoverable amount of an asset 1s the greater of its fair value less costs to sell and its value-in-use
The valuen-use 15 determined as the net present value of the future cashflows expected to be
derived from the asset, discounted using a pre-tax discount rate that reflects current market
assessments of the ime value of money and the nsks specific to the asset
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{s) Provisions

A provision 15 recognised in the balance sheet when the Group has a legal or constructive obligation
as a result of a past event, and it 15 probable that an outflow of economuc benefits will be required
to settle the oblhgation If the effect 18 matenal, provisions are determuned by discounting the
expected future cash flows at a pre-tax rate that reflects current market assessments of the time
vatue of meney and, where appropnate, the risks specific to the hability

{) Loans and borrowings

Floating rate loans and borrowings are tunally recogrused at fair value and are subsequently recorded
at amorused cost Fixed rate loans and borrowings are mmtally recogmsed, and subsequently
recorded, at farr value In the case of floating rate loans and borrowings, transaction costs are
deducted from the fair value at recogmtion and any differences between the amount imtially
recognised and the redempuon value 1s recognised 1n the Income Statement over the period of the
borrowings on an effective interest rate basis

Previously, the adjustment required to re-measure fixed rate loans and borrowings at far value at
each balance sheet date has been included within Fair Value Gains and Losses on Financizl
Instruments in the Income Statement and as part of Denvanve Francial Instruments within Trade
and Other Payables n the Balance Sheet In order to show the carrying value of fixed rate loans and
borrowings more clearly, the required adjustment 1s now shown separately in the Income Statement
and within the carrying value of the fixed rate component of Loans and Borrowings in the Balance
Sheet Comparative amounts have been reclassified accordingly by transfernng an amount of
£15,224,000 from Dernvauve Financia! Instrumenis 10 Loans and Borrowings, £211,000 against
Current Liabilhities and £15,013,000 agamnst Noen-current Liabilites

() Signuficant judgements, key assumpuons and esumates

The Group’s significant accounung policies are set out above Not all of these pohcies require
management to make subjecuve or complex judgements or esumates The following 15 intended to
provide further detaif relaung to theose accounung policies that management consider particularly
significant because of the level of complexity, judgement or esumation invoived in their applicauon
and their impact on the Consolidated Financial Statements

(1)  Property valuations

The valuation of the Group’s property portfolto 15 inherently subjective, depending on
many factors, including the individual nature of each property, its locauon and expected
future rental values, market yields and comparable market transactions Therefore the
valuations are subject to a degree of uncertaimty and are made on the basis of
assumptions which may not prove to be accurate, parucularly tn periods of market
volatility or low transacuon volumes, as 15 the case 1in current economic conditions As
noted in Note 1 (h) above, all the Group's properties are valued by external valuers with
appropnate qualifications and expenence

(n) Income taxes

The tax weatment of some transactions and calculations cannot be deternuned unul a
formal resoluuon has been reached with the relevant tax authonues In such cases, the
Group’s policy 1s to be prudent in uts assessment of the tax benefit which may accrue in
accordance with the contingent asset rules tn IAS 37 Where the final outcome of such
matters 15 different from the amounts inttially recorded, those differences wall be
reflected 1n the income and deferred taxes amounts at the tune of formal resolution
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(i)

v

™

Additionally, judgement has been exercised in refation to the recogmuion of deferred tax
assets where the utihisation of the underlying tax losses 1s uncertain

The Group's operaticnal policy 1s generally to hold its investment property for the long
term Consequently, the revalued carrying amount of its properties will be recovered
through use and thus the deferred tax relaung to the revaluauon is calculated
accordingly,1 e without taking account of indexation

Fixed interest rate loans and borrowings

The treatment of fixed rate debt as at far value through profit and loss reflects the
Group’s overall management, on a fair value basis, of 1ts investment property portfoho
together with the large majonty of the debt which finances it Thus treatment also 15 1n
order to provide consistency of accounung measurement between fixed rate debt and
floaung rate debt which has been fixed through the use of mterest rate swaps, these two
categonies of debt compmnse the large majonity of the Group's total loans and borrowings

Valuauon of hedging instruments

The fair value of hedging instuments that are not traded 1n an acuve market 15
determined by using valuauon techruques Management, based on independent advice,
uses 1ts Judgement to select appropnate methods and assumptions which are based
marnly on market conditions existng at the balance sheet date

Trade receivables

Management uses details of the age of trade recemvables and the status of any disputes
together with external evidence of the credit status of the counterparty in making
judgements concermng any need to imparr the carrying values
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2 Segmental Analysis

The Group 15 managed through rwo discrete gecgraphical divisions and has only one product or
service, being investment in property for the generatton of rental income and/or capnal
appreciation This 1s reflected 1n the Group's structure and 1n the segment informauon reviewed by

the Board

UK USA Eliminations Total
SJor the year ended 31 March 2011 £000 £000 5000 £000
Rentat and related income 74,542 28,150 - 102,692
Property operating expenses (41,746) (18,997 - (60,743)
Profit on disposal of property 9,257 - - 9,257
Net valuation movements on property 44,643 7,381 - 52,024
Administrauve expenses (10,107) 51 - (10,558)
Profit before finance costs 76,589 16,083 - 92,672
Fair value (losses)/guns (384) 2,419 - 2,035
Other financial income 421 622 (33D 512
Financial expenses (4,266) (7,121) 531 (10,856)
Profit before taxation 72,360 12,003 - 84,363
Income tax charge (9,616) (6,914 - (16,530)
Profit for the year 62,744 5,089 - 67,833
Capital expenditure 4,488 25,502 - 29,990
as at 31 March 20171
Investment property 982,653 242,147 - 1,224,800
Other assets 102,269 23,772 (4,900) 121,141
Total segment assets 1,084,922 265,919 (4,900) 1,345,941
Total segment habilhities (337,509 (175,070) 4,900 (507,679
Caputal employed 747,413 90,849 - 838,262

No single lessee accounted for more than 5% of the Group's rental and related income 1in the year
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UK USA Eliminations Total
for the year ended 31 March 2010 £000 %000 £000 5000
Rental and related income 73,986 25,927 - 99,913
Property operaung expenses (38,548) (17.435) - (55,983)
Profit on disposal of properues 5,073 - - 5,073
Net valuation movements on properties 38,811 (13,814) - 24,997
Admunstrauve expenses (9,623) (G50 - (10,013
Profit/(Loss) before financing costs 69,699 5,712) - 63,987
Fair value gains 2,652 5,610 - 8,262
Other financial income 378 765 (572 571
Financial expenses (5,323) (6,940) 572 (11,691)
Profit/(Loss) before taxauon 67,406 6,277) - 61,129
Income tax (charge)/credit (17,496) 2,022 - (15,474)
Profit/(Loss) for the year 49,910 4,255) - 45,655
Capntal expenditure 3,461 13,471 - 16,932
as at 31 March 2010
Investment properties 933,352 222,032 - 1,155,384
Other assets 48,225 34,576 (8,470) 74,331
Total segment assets 981,577 256,608 (8,470) 1,229,715
Total segment Liabiliues (288,231) (164,835 8,470 (444,596)
Caputal employed 693,346 91,773 - 785,119

No single lessee accounted for more than 5% of the Group's rental and related income n the year

3 Property Operating Expenses

2011 2010

£000 000

Porterage, Cleaming and Repairs 31,445 27,447
Insurance 3,917 3,761
Building Services 15,248 15,739
Other Management Costs 10,133 9,036
60,743 55,983

Of the property operating expenses shown above, an amount of 1,704,000 (2010 - £1,823,000)
related to properties which generated no income duning the year
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4 Admnstratie Expenses

2011 2010

£000 £000

Salanes 5,855 5,230
Directors' Remuncration 1,497 1,439
Audnt and Accountancy 779 725
Legal and Other Administrauve Expenses 2,427 2,619
10,558 10,013

Auditors’ Remuneration

Dunng the year the Group pard KPMG Audit Plc £20,000 (2010 - £20,000), excluding VAT, for the
audit of the Company and £331,000 (2010 - £322,500), excluding VAT, for the audit of the Group's

subsicharies

The Group jountly employed an average of 141 persons dunng the year (2010 - 143) The aggregate

payroll costs were

2011 2010
£000 £000
Wages 5,028 4,427
NI Contnbutions 446 390
Pensions 381 413
5,855 5,230
Details of Directors’ Remuneration are as set out tn the Directors’ Remunerat:on Report
5 Fmancial Income and Expenses
2011 2010
£000 X000
Financial income i
Bank interest recervable 200 198 ;
Other financil ncome 312 373 |
512 571
Financial expenses
Interest payable on bank loans 2,328 3,990
Interest payable on mortgages 8,505 7.679
Other interest payable 23 22
10,856 11,691
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6  Taxaton

Taxauon based on the profit for the year of the Company and its subsidiaries

2011 2010

£000 X000
UK Corporation Tax 7,734 7,395
UK Pnior Year Adjustment 577 (1,518)

8,311 5877

Overseas Taxation 416 274
Total Current Tax 8,727 6,151
Deferred Tax 5,888 9,323
Deferred Tax Pnior Year Adjustment 1,915 -

7,803 9,523

Total Tax Charge 16,530 15,474

Reconciliation of Tax Expense

Profit before Taxation 84,363 61,129

Corporauon Tax at the Standard Rate of 28% (2010 - 28%) 23,622 17,116

Reducuon n Future Tax Rate (12,152) -

Higher Tax Rate on Overseas Operations 1,837 48

Prior Year Adjustments 2,492 (1,518)
Other 731 Qa72)
Total Tax Charge 16,530 15,474

The Finance (No 2) Act 2010 enacted a reduction in the UK Corporation Tax rate from 28% to 27%
with effect from Apni 2011 On 23 March 2011 the UK Government announced that the Corporaton
Tax rate would reduce to 26% from April 2011, with three further annual 1% cuts to 23% by Apnl
2014 Other than the change to 26%, wiich became substanuvely enacted on 29 March 2011, the
cffects of the announced changes are not reflected 1n these financial statements as they were esther
substantively enacted after the balance sheet date or they have not yet been enacted and, in each
case, the impact has not yet been esumated

7 Earmngs per Share

Earmings per share ts calculated on the earmngs, after taxation and minonty mnterests, of £67,823,000
(2010 - £45,636,000) and the weighted average shares wn 1ssue dunng the year of 16,295,357
(2010 - 16,295,357
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&  Durdends

2011 2010
£000 £000

Amounts recogmused as distnbutions to equity holders 1n the year

Final dividend for the year to 31 March 2009

Paid 6 November 2009 @ 48p per share 7,823
Intenm divadend for the year to 31 March 2010

Paid 5 March 2010 @ 25p per share 4,074
Final Dividend for the year to 31 March 2010

Paid 12 November 2010 @ 49p per share 7,985

Interim Dividend for the year to 31 March 2011

Paid 4 March 2011 @ 25p per share 4,074

12,059 11,897

The Board has recommended a Final Dividend for the year to 31 March 2011 of £8,148,000,
represenung 50p per share The dividend has not been included as a hability 1n these financial
statemernts

9 Investment Property

Long Short Total Total

Freebold Leasebold Leasebold 2011 2010

000 2000 £000 £000 000

Balance at 1 Apnl 919,300 223,656 12,428 1,155,384 1,126,694
Disposals (905) (¢)] - (906) (182)

New Acquisitions 23,068 108 - 23,176 11,294

Additions to Exisuing Properues 6,698 116 - 6,814 5,638

Revaluation 30,586 24,088 (2,650) 52,024 24,997
Foreign Exchange Movements (9,564) (2,128) - (1,692) (13,057

Balance at 31 March 969,183 245839 9,778 1,224,800 1,155,384

Professional valuauons of all the Group’s UK investment properties were carnied out at 31 March
2011 by Colliers CRE, Chartered Surveyors The revalued figures of £984 2 mudlion are based on open
market values in accordance with the Practice Statements in the RICS Appraisal and Valuawon
Manual The Group's USA mnvestment propertics were also professionally valued at 31 March 2011 by
Colliers, Meredith & Grew, Joseph J Blake and Associates, Inc and Metropolitan Valuatuon Services
Inc, USA General Cerufied Appraisers The revalued figures of £242 2 mullion are based cn open
market values Professional valuations included in the above table have been stated net of
£1 6 milhon of lease incentives which are included in‘Trade and Other Receivables

The present value of future mummum lease payments i relauon to the leasehold investment
properties 1s not matenal

Contractual obligations not yet invoiced or paid, for the purchase, construction, development or
enhancement of investment properttes, amounted to £32 1 milhon at 31 March 2011 (2010 - £0 8
mllion) In 2011, these related pnncipally to the refurmshment and extension of Africa House, WC2
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10 Deferred Tax Assets and Liabiiities

2011 2010
Assets Liabilities Net Assets Liabilities Net
£000 2000 £000 £000 £000 2000
Investment Property - (179,100)(179,100) - {179,870) (179,870)
Accelerated Tax Depreciation - (17,104) (17,104) - (11,178 (11,178
Financial Instruments 4,378 - 4,378 5,533 - 5,533

4,378 (196,204)(191,826)

5,533 (191,048) (185,515)

Movement 1n Deferred Tax

Accelerated
Tax Financial
Investment Depreci- nstru- Total
Property ation ments 2011
£000 £000 £000 £000

Total
2016
X000

Balance at 1 Apnil
Recogmsed 1in Income
Foreign Exchange Movements

(179,870) (11,178)

(485) (6,390)

1,255 464

5,533 (185,515)
928) (7,803)
(227) 1,492

(176,192
9,323

Balance at 31 March

(179,100) (17,104)

4,378 (191,826)

(185,515)

At the balance sheet date, the Group had unutilised tax losses of £6,569,000 (2010 - £5,782,000)
available for offset aganst certain future profits, on which no deferred tax asset has been recogrused
due to uncertainty over the future recoverabihity of those losses

11 Trade and Other Recetvables

2011 2010
£000 £000
Rent and Service Charges 20,972 20,527
Other Debtors and Prepayments 19,602 19,005
Mortgages granted repayable withun one year 647 742
41,221 40,274
The ageing of rent and service charge recewvables was as follows

2011 2010

Impair- Impair
Gross ment Net Gross mernt Net
%000 £000 £000 X000 2000 X000
Not past due 9,365 - 9,365 7,162 - 7.162
Past due by less than one month 6,708 (969) 5,739 7,631 (912) 6,719
Past due bv one to three months 3,792 (547) 3,245 3,829 458y 3,371
Past due by three to six months 1,849 (267) 1,582 2,123 (254) 1,869
Past due by more than six months 10,884 (9,843) 1,041 10,657 (9,251) 1,406
32,598 (11,626) 20,972 31,402 (10,875 20,527
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The movement in the allowance for impairment 1n respect of trade and other recerwvables dunng the
year was as follows

2011 2010

£000 £000
Balance at 1 Apnl 10,875 9,749
Amounts written off (808) 721)
Movement in allowance for imparrment 1,559 1,847
Balance at 31 March 11,626 10,875
12 Current Investments

2011 2010

£000 £000
Listed Secuntes 246 256
13 Cash and Cash Equivalents

2011 2010

£000 £000
Bank Balances 67,237 16,510
Shott Term Deposits 8,059 11,758
Cash and Cash Equivalents 1n the Balance Sheet 75,296 28,268
Bank Overdrafts - 210y
Cash and Cash Equuvalents in the Cash Flow Statement 75,296 28,058

Included within Bank Balances are tenants’ deposits of £2,035,000 (2010 - £2,043,000) 1n the UK
and £1,693,000 (2010 - £1,626,000} 1n the USA, which cannot be used in the ordinary course of
business

14 Share Capital

2011 2010
Number £000 £000

Allotted, Called Up and Fully Paid
Ordinary Shares of 25 pence per share 16,295,357 4,074 4,074

The Company has one class of share, which carries no special nghts or nghts to fixed incorme There
are no restricuons on the transfer of these shares or restncuons on voting rnights
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15 Trade and Other Payables

2011 2010

{as restared™)

£000 2000

Rent and Service Charges charged in advance 14,495 12,980
Other Creditors and Accruals 22,344 20,623
Denvatve Financial Instruments 3,982 4,538

40,821 38,141

16 Loans and Borrowngs

2011 2010
(as restated*)
£000 2000
Non-current Liabilities
Mortgages 148,296 152,863
Bank Loans 46,281 47,656

194,577 200,519

Current Liabilities

Bank Overdrafts - 210
Mortgages 12,873 2,149
Bank Loans 42,375 1,375

55,248 3,734

Total Loans and Borrowings

Bank Overdrafts - 210
Mortgages 161,169 155,012
Bank Loans 88,656 49,031

249,825 204,253

All mortgages and bank loans are secured on specific investment properties owned by subsidiary
undertakings

The matunty profile of the Group’s loans and borrowings was as follows

20171 2010

Bank loans
and overdrafts Mortgages Total Total
{as restated*®)
5000 %000 5000 £000
Due within one year 42,375 12,873 55,248 3,734
Due within one to two years 1,375 13,851 15,226 14,515
Due within two to five years 4,125 49,105 53,230 53,326
Due after more than five years 40,781 85,340 126,121 132,678
88,656 161,169 249,825 204,253

* See Note 1)
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The risk profile of the Group’s lcans and borrowings, after taking account of mterest rate swaps, was

as follows
2011 2010
(as restated”)
Fixed Floating Total Fixed  Floating Toial
£000 £000 5000 £000 X000 £000
Sterhing 48,665 63,656 112,321 48,240 24,241 72,481
US Dollar 137,504 - 137,504 131,772 - 131,772
186,169 63,656 249,825 180,012 24,241 204,253

Floating rate bank loans bear rates based on LIBOR The Group's interest rate swaps are set out n

Note 17 The interest rate profile of the Group’s fixed rate morigages was as follows

2011 2010
£000 £000

Per cent
4045 16,956 6,813
4550 2,435 2,692
5055 26,378 23,466
5560 41,887 42,736
6065 46,020 48,906
6570 11,494 12,265
7580 2,193 18,134
95100 13,806 -
161,169 155,012

The weighted average rate (after taking account of wterest raie swaps) and the weighted average

term of the Group's fixed rate loans and borrowings were as follows

2011 2010 2011 2010

Per cent Per cent Years Years

Sterling 617 617 130 140
US Dollar 6 04 608 57 68

*Sec Note 1)
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17 Fmancial Assets and Liabilities

The Group’s financal instruments are analysed into category as follows

2011 2010
Financing
Carrying Income/f Carrying mcome/
amount (expense) amount (expense)
£000 £000 £000 4000
Current Assct Investments 246 (16) 256 16
Current Assets at Fair Value 246 (16) 256 16
Denvatuve Financial Insttuments (3,982) 556 (4,538) 1,981
Fixed Rate Loans and Borrowings (161,169} (7,010) (155,012) {1,414}
Current and Non-current Liabilities
at Far Value (165,151) (6,454) (159,550) 567
Trade and Other Receivables 41,221 312 40,274 373
Cash and Cash Equvalents 75,296 200 28,268 198
Current Asscts at Amorused Cost 116,517 512 68,542 571
Trade and Other Payables (36,839) 23) (33,603 22)
Floatung Rate Loans and Botrowings (88,656) (2,328) (49,241) (3,990)
Current and Non-current Liabilities at
Amortsed Cost (125,495) (2,351) (82,844) (4,012)
Total Financial Instruments (173,883) (8,309) (173,596) (2,858)

In common with all businesses, the Group s exposed to the following types of risk which anse from
its use of financal instnmments

Credit nsk
Liguidity nisk
Market nsk

This note presents information about the nature of the Group's exposure to such nsks,its objectives,
policies and processes for measuring and managing nsk and the Group’s management of capital
Reference to disclosures given elsewhere 1n the financial statements 15 inciuded as appropriate

The Board has overall responsibility for determunung the Group’s nsk manzgement objectives and
policies and, whalst retaining ultimate responsibtlity for them, have delegated to the finance funcuon
the authority for designing and operating processes that ensure the effective implementation of
those objectives The overall objecuives of the Board are to set policies that seek to reduce nisk as far
as possible wathout unduly affectng the Group’s competiuveness and flexabilicy

Credit Risk

The Group's exposure to credit nisk anses from the potential financial loss if a tenant or counterparty
to a financial mmstrument fals to meet s contractual obligations and anses pnncipally from the
Group’s trade receivables from tenants
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Trade recetvables

The majonty of the Group's rental income 15 demanded quarterly 1n advance and demands are sent
out prior {0 the due date Management mornutors arrears continually and prompt action 1s taken o
address potenual sigmificant defaults as appropnate The credit worthiness of each tenant 1s assessed
prior to the agreement of the lease Collateral 1s generally required by the Group to support lease
obligations In many cases ths takes the form of a tenant secunty deposit but also includes parent
company guarantees or bank guarantees where appropriate Provision 15 made on a shiding scale
aganst any rental arrears where recovery 1s in doubt or where solicitors have been mnstructed to
recover the debt, with full provision for imparrment usually being made where a tenant 1s 10 arrears
for more than a year Details of the Group's trade recervables and the extent of impairment provisions
agawnst them are set out in Note 11

Due to the large number of tenants across vanous sectors and geographical locatons, the Board does
not consider there te be a significant concentration of credit nsk

Cash and derivative financial instruments

The credit rating of counterparues to financial instruments 1s kept under review, particularly n the
current economuc condiions The Group’s interest rate swaps are currently sigmficantly out-of-the-
money, consequently, counterparty risk on swaps does not represent a major risk at the current ime
The counterparty nisk on cash and shorttermm deposits 13 managed by lmiting the aggregate
exposure to any institution by reference to their credit rating Such balances are generally placed
with major financial institutions where credit nisk 1s not considered significant

Maximum exposure

The aggregate carrying amounts of the Group's financial assets, which are stated net of impairment
provisions, represents the Group’s maximum exposure to credit risk, before taking into account the
value of the tenant securny deposits held and other collateral

Liguidity Risk

Liquidiity risk 1s the nsk that the Group will encounter difficulty 1in meetng its financial obligations
as they fall due and anses from the Group’s management of 1ts working capital and the finance
charges and amortisation of its loans and borrowings

The Group's policy 15 to seek to¢ maintain cash balances to meet all short and medum term
requrements The Group has a low level of geaning relative to the property investment sector as a
whole and has long standing relauonships with many leading banks and financial insututions from
which the Board expect to be able to raise further funds of requured At 31 March 2011, geanng was
18 6 per cent (2010 - 16 6 per cent , as restaied) on the basis of gross debt 1o gross assets In Apnl
2011,&41 0 mulhion of bank leans, which had only been drawn down for a short period, were repaid,
excluding this repayment, £14 2 rullion of loans and borrowing were repayable withun one year Cash
and short term deposits at 31 March 201§, excluding the cash being held for the loan repayment of
£41 0 mulion and tenants deposits, were £30 6 mllion (2010 - £24 6 mullilon) In addition, at the same
date, the Group had undrawn commutted facihtes of £306 mulhon (2010 - £41 6 mullien) or
£71 6 mulbon after the loan repayment 11 Apnl 2011 Of this, £61 6 mulhon expires 1n 2015 and
£10 0 mulhon 1n 2018
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The matunity analysss of the undiscounted cash flows ansing from the Group’s financial habilities at
31 March 2011 was as follows

Aggregate Due Due Due Due after

Carrying undiscounted withn within within more than

amount cash flows one year 1-2years 2-5years 5 years

£000 £000 £000 £000 £000 5000

Bank loans 88,656 88,656 42,375 1,375 4,125 40,781
Mortgages 161,169 147,440 11,784 12,690 45,002 77,964
Interest - 69,786 9,017 8,337 19,931 32,501
Interest rate swaps 3,982 9,230 1,207 1,207 3,622 3,194
Trade and other payables 36,839 36,839 36,839 - - -
290,646 351,951 101,222 23,609 72,680 154,440

Market Risk

Market nsk anses manly from the impact that changes in interest rates mught have on the cost of
Group borrowing and the impact that changes 1n the US$/£ exchange rate might have on the Group’s
USA net assets

Interest rates

The Group secks to reduce the interest rate risk by fixing rates on a majonty of its loans and
borrewings, whilst mamntaining some loans at floating rates in order to retain flexibility in relation to
short term interest rates Interest rates are fixed either through the use of fixed rate mortgage finance
or through nterest rate swaps The Group does not speculate 1n treasury products but uses these
only to it exposure to potenual interest rate fluctuauons The interest rate profile of the Group's
loans and borrowings 15 set out 1n Note 16

It 15 estimated that a general increase of one percentage point 1n wnterest rates would decrease the
Group's profit before taxauon by approximately £0 2 mulhon, after taking account of the interest
swaps n place

There also exists a risk to the Income Statement ansing from the recognition and re-measurement of
fixed rate debt and interest rate swaps at fair value It 15 estimated that a general increase of one
percentage point 1n interest rates would give nise to a reduction 1n far value of fixed rate debt and
interest rate swaps of £7 7 million

Interest rate swaps

The interest rate swaps held by the Group at the year end were as follows

Contracted rate

(excluding margin) Notional principal Farr value
2011 2010 2011 2010 2011 2010
Per cent Per cetit £000 L2000 £000 £000
Mawnng i less than one year - 78 - 26,61t - 318
Matuning in more than five years 56 56 25,000 25,000 3,982 4,220

25,000 51,611 3,982 4,538

Foretgn exchange rates

The Group seeks to reduce 1ts exposure to foreign currency risk in relation to its USA net assets by
funding 1ts USA investment property with US Dollar denominated loans and borrowings As the
Group’s investment 1n USA assets are held for the long term and funds are not usually returned to
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the UK, the Group’s pohcy 15 not to hedge 1ts residual exposure Management momors exchange
rates on a regular basis and elects to transfer funds only when the rate 15 favourable to do so

It 1s estimated that 2 10 per cent movement in the US$/% exchange rate would cause a movement 1n
the sterling value of the Group’s USA net assets of £8 3 mulhon

Capital Management

The capital structure of the Group consists of equuty attributable to equuty holders of the parent
together with net debt Thus 1s kept under constant review to ensure the Group has sufficient capatal
to fund i1ts operations and that the Group's strategy of low geanng 15 maintained The Group seeks to
maintain a balance between longerterm finance apprepnate to fund its long-term investment
property holding strategy and cost effectiveness, given availlabihty of debt 1n the market Equuty
comprises 1ssued share capatal, reserves and retamned earmings as set out i the Consohdated
Statement of Changes in Equity Net debt compnses a mix of fixed rate mortgages and shorter-term
bank loans as set out 1n Note 16 and cash and short term deposits as set out tn Note 13 All loans and
borrowings are secured against investment property and the bank leans are drawn aganst
commmtted facihties

Fair Values of Financial Instruments

With the excepuon of floating rate loans and borrowings whach have not been fixed through the use
of interest rate swaps, the Group's financial instruments are either recorded at fair value or their fair
values are not matenally different from thetr carrying amounts The fair value of the Group’s floating
rate loans and borrowings 1s as follows

2011 2010

L0000 L0600
Floating rate loans and borrowings at carrying amount 63,656 24,241
Adjustment to fair value (1,911) (2,083
Floaung raie loans and borrowings at fatr value 61,745 22,158

The fair values of fixed rate koans and borrowings and denvauve financial instruments recorded 1n
the financial statements, together with the fair values of floaung rate loans and borrowings shown
above, have been determined by discounting the differences berween cash flows based on
contractual principal and interest amounts and cash flows based on forecast market rates As such
these measurements are classified as Level 2 as defined by IFRS 7 The amount of the change in the
fair value of the Group's fixed rate loans and borrowings, both dunng the penod and cumulativety,
which 1s attnbutable to changes in the c¢redit nsk of the hability 1s immatenal This has been
determined by assessing the amount of change that 1s not due o changes 1n market conditions

18  Related party transactions

Day-to-day management of the Group’s propertes nt the United Kingdom 15 mainly carned out by
Highdorn Co Lumuted and by Freshwater Property Management Limuted Mr B § E Freshwater and
Mr S [ Freshwater are Directors of both compares They have no beneficial interest in the share
capual of Highdorn Co Limited Mr B S E Freshwater, Mr § 1 Freshwater and Mr D Dawvis are Directors
of the parent company of Freshwater Property Management Lumted but have no beneficial interest
1n either company Mr R E Freshwater has a beneficial mterest 1n a trust holding interests i shares
n Highdorn Co Limited

In their capacity as property managing agents, Highdorn Co Limuted and Freshwater Property
Management Limited collect rents and incur direct property expenses on behalf of the Group At
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31 March 2011, the aggregate net amounts due to the Group from Highdorn Co Limuted and
Freshwater Property Management Limited in relation to such agency receipts and payments was
£3 0 mulion (2010 - £5 2 mullion) These amounts are not secured and are payable on demand No
guarantees have been given or recewved and the amounts are settfed in cash

The amounts pad bv the Group for the provision of property and other management services by
Highdorn Co Limted and Freshwater Property Management Limited, not included above, were as
follows

2011 2010

£000 £000

Balance due to related party managing agents at 1 Apnl 843 701
Charged duning the year 3,668 3,259
Paid duning the year (3,839 G111
Balance due to related party managing agents at 31 March 672 843

The Directors’ interests in the Company and the principal shareholders are described on page 14

The Board considers that the Directors are the key management personnel of the Group and therr
remuneration 15 disclosed on page 16

19 Contingent habilihes

The Group 15 from tume to time party to legal acthions ansing in the ordinary course of business The
Directors are not aware of any current acuons which could have a matenal adverse effect on the
financial position of the Group

20 Operating lease agreements

The Group earns rental income by leasing its investment properues to tenants under operatng teases
which vary in terms and provisions between type of property and type of tenure Leases providing
for contingent rents are rare within the Group’s property portfolio and no amounts for contingent
rents are included m rental income for the year (2010 - £ml)

At the balance sheet date, futitre minimum {ease payments receivable by the Group under such leases
were as follows

2011 2010
5000 £000
Due within one year 81,429 77,987
Due within one to two vears 49,236 49,442
Due within two to five years 103,644 106,288
Due after more than five years 301,871 316,387

536,180 350,104

Many of the Group's restdential propertues are let under assured shorthold tenancies which typically
are for imual terms of 12 months or less whereafier they are cancellable at short notice The Group’s
expenence 15 that a sigmficant proportion of such tenancies are held over after the expiry of their
mmtial term
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21 Principal Subsidhary Undertakings

Except where indicated the following are indirect subsidranes of the Company All are wholly owned
property investment companies and are included 1in the Consolidated Financial Statements

Incorporated in Great Britain and registered in England and Wales

Astral Estates (London) Limited
Bampten Holdings Limuted
Bampton (B&B) Lumted

Bampton (Redbndge) Limited
Brnickfield Properues Lumted

City and Country Properties Lirmited

City and Country Properues (Birmungham)
Limited

City and Country Properties (Camberley)
Limited

City and Country Propertes (Midlands) Limted
Comsun Limted

Daejan (Brighton) Limuted

Daejan (Cambridge) Limited

Daejan (Cardiff) Limited

Daejan (Care Homes) Lumnted®

Daejan Commercial Properties Limited
Daejan (Dartford) Limited

Daejan Developments Limited

Daejan (Durham) Limuted

Daejan Enterprises Limited

Daejan Estates Limited

Daejan (FH 1998) Limted

Daejan (FHNV 1998) Limuted

Daejan (High Wycombe) Limited
Baejan Investments Limited

Daejan Investments (Grove Hall) Limited
Daejan Investments (Harrow) Limited
Daejan Investments (Park) Limited
Daejan (Kingston) Limited

Daejan (Lauderdale) Limuted

* Directly owned

Note Minonty interests anse on investments tn 2 US subsichary

Daeyan (Norwich) Limited

Daejan (NUV) Limuted

Daejan Properties Limited

Daejan (Reading) Limuted

Daejan Retal Properties Limited
Daejan (Taunton) Limited

Daejan Traders Lirmited®

Daejan (UK) Limuted*

Daejan (US) Lunuted*

Daejan (Warwick) Limited

Daejan (Watford) Lumted

Daejan (Worcester) Lumited
Hampstead Way Investments Limited
Inputstock Limited

Inpustnipe Lumited

Lawnstamp Limmted

Limebnidge Co Limited

Pegasus Investment Company Limited
Rosebel Holdings Lirmted

Seaglen Investments Lumited

St Leonards Properues Limited

The Bampton Property Group Limited
The Cromlech Property Co Limited
The Halliard Property Co Lumited

Incorporated in the USA (see note)
Daejan Holdings (US) Inc

Dagjan (NY) Lumited

Daejan Enterprises Inc
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Company Balance Sheet

as at 31 March 2011

Notes 2011 2010
2000 £000 £000 £000
Fixed Assets
Investment 1n Subsidiary
Undertakings 3 1,016,886 856,719
Current Assets
Cash at Bank 58,118 4,808
58,118 4,808
Creditors Amounts falling due
within one year 4 (190,623) (28,895)
Net Current Liabilitres (132,505) (24,087)
Total Assets Less Current
Liatilites 884,381 832,632
Creditors Amounts falling due
after more than one year 5 (46,281) (47,656)
Net Assets 838,100 784,976
Capital and Reserves
Called up Share Capitat 6 4,074 4,074
Share Premium Account 7 555 555
Other Reserves 7 893 893
Profit and Loss Account 7 832,578 779,454
838,100 784,976

The Financial Statements on pages 50 to 53 were approved by the Board of Directors on 22 July 2011

and were signed on 1ts behalf by

k’-’\c nvvlw"&v'

B S E Freshwater Director

D Dauvis Dmct@ @¥
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Notes to the Company Financial Statements

I Accounting Policies

The following accounung policies have been applied consistently in deahing with items which are
considered material in relation to the Company’s financial statements

(@) Basis of Preparation

The financial statements have been prepared under the historical cost convention, modified to
include the revaluanon of investments in subsidianies, and 1n accordance with applicable UK
a2ccounting standards and applicable law As permutted by section 408 of the Compames Act 2006, a
separate profit and loss account deahng with the results of the Company has not been presented
The Company’s profit for the year after taxation 1s £67,667,000 (2010 - £40,854,000)

{b) Investments in Subsidiary Undertakings

[nvestments 1n subsidhary undertakings comprise shares n, and loans to, those undertakings and are
stated at fair value in order better to reflect the underlying vaiue of those assets Fair value has been
assessed by the Directors having regard to the underlying net assets of the subsidiary undertakings
and the fair values of the investment properties held by those undertakings where such fair value 15
not included 1n the net assets

(c) Foreign Currencies

Transactions i1 foreign currencies are recorded using the rate of exchange ruling at the date of the
transactien and gains and losses on translation are included 1n the profit and loss account

2. Profit on ordmary actitties before laxation

The company has no staff other than 1ts Dircctors and their remuneration 1s set out on page 16 of
the Group accounts The Parent Company audut fee 15 disclosed on page 37 of the Group accounts

3 Investmenis in Subsidhary Underiakings

Shares at
Valuation Loans Total
£000 £000 £000
At 1 Aprad 2010 - 856,719 856,719
Loans - (10,526) (10,526)
Additional Investments 115,930 - 115,930
Revaluation (102,246) 159,914 57,668
Effect of Foreign Exchange Dufferences (2,905) - (2,905)
At 31 March 2011 10,779 1,006,107 1,016,886

The historical cost of shares in subsidiary undertakings 1s £241 0 nulhon (2010 - £125 1 mullion)
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4 Credilors Amounts falling due urthim one year

2011 2010

£000 £000

Bank loans and overdrafts 10,875 1,375
Other creditors and aceruals 169,898 23,323
Taxauon 9,850 4,197
190,623 28,895

5 Creditors Amounts falling due after more than one year

2011 2010
£000 £000
Secured bank loans 46,281 47,656
6  Share Capital
2011 2010
Number £000 £000
Allotted, called up and fully paid
Ordinarv Shares of 25 pence per share 16,295,357 4,074 4,074
7 Reserves
&000
Share Prermuum Account
At 1 Apnl 2010 and 31 March 2011 555
Other Non-Distnibutable Reserves
At 1 April 2010 and 31 March 2011 893
Profit and Loss Account
At L April 2010 779,454
Foreign Exchange Movements (2,484)
Profit after Tax for the Year 67,667
Dividend Paid n the Year (12,059)
At 31 March 2011 832,578

In the year to 31 March 2009, the Company transferred its shareholdings 1n certaun of us wholly
owned subsicharv undertakings to three intermedmte holding comparues for a consideration of
£832 9 milhon As a result of that transaction, the parent companv transferred £645 1 million of
revaluation gains relating to these investments to the profit and loss reserve As the transfer of these
revaluation gains arose as a result of a sale of assets within the Group, 1t 15 unlikely that the Company
will seek to treat the profit and loss reserve thus arising as distnibutable

Under the Arucles of Associauon of certain Group investment undertakings, realised capital surpluses
are not avatable for distnbution as dividends
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8  Reconcibation of Movements i Sharebolders’ Funds

2011 2010

£000 £000
Profit afier Tax for the Year 67,667 40,854
Foreign Exchange Movements (2,484) (3,274)
Dhvidend Pard 1in the Year (12,059) (11,897)
Net Movement in Shareholders’ Funds 53,124 25,683
Sharehotders’ Funds at 1 Apnl 784,976 759,293
Shareholders’ Funds at 31 March 838,100 784,976
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Five-Year Record

2007 2008 2009 2010 2011
£000 £000 £000 £000 £000

Total Rental and Related Income
Property Operaung Expenses

90,176 86,952 95973 99,913 102,692
(49,808 (46,464) (53,470) (55,983) (60,743)

Net Rental and Related Income
Profit on Disposal of Investment
Properues

Net Valuat:on Gains/(Losses) on
Investment Properues
Admnistraunve Expenses

40,368 40,488 42,503 43,930 41,949
17,169 6,578 6,758 5,073 9,257

153,872 20,664 (261,603) 24,997 52,024
7630 (8,629 (12,039) (10,013) (10,558)

Net Operating Profit/(Loss) Before
Financing Costs

203,779 59,101 (224,381 63,987 92,672

Profit/{Loss) before Taxation
Income Tax (Expense)/Credit

198,316 47,067 (248,037) 61,129 84,363
(56,487) 7,040 69,341  (15,474) (16,530)

Profit/(Loss) for the Year

141,829 54,107 (178,696) 45,655 67,833

Earnings/(Loss) per Share
Total Assets
Equity Shareholders Funds

Equuty Sharehelders Funds & per Share

8686Gp 3318p(L0966)p 2801p 416 2p
1,302,420 1,328,297 1,196,660 1,229,715 1,345,941
861,727 902,778 759,293 784,976 838,100
5288 55 40 46 60 4817 51 43
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B S E Freshwater
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§ I Freshwater

A M Freshwater {non-executive)
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Notice of Meeting

Netice 15 hereby given that the Seventy Sixth Annua! General Meeung of Daejan Holdings PLC wrll
be held at The Methven Room, CBI, 1st Floor, Centre Point, New Oxford Street, London WC1, on
Tuesday 20 September 2011 at 2 00 p m for the following purposes

Ordinary Business
To consider and if thought fit, pass the following Ordinary Resolutions

1 To recerve the Financial Statements for the year ended 31 March 2011 together with the
Reports of the Directors and the Auditors (Resolution 1)

2 To approve the Remuneration Report for the year ended 31 March 2011 (Resolution 2)
3 To declare a final diidend (Resolution 3 )
4 To reelect B § E Freshwater as a Director, who retires by rotation (Resotution 4 )

5 To re-appoint KPMG Audit Plc as Auditors, and to authonise the Directors to agree their
remuneration (Resolution 5)

By Order of the Board,

M R M Jenner
Secretary

22 July 2011

A member entitled to attend and vote at the Meeung may appont ancther person(s) to exercise all
or any of his nghts to aitend, speak and vote at the meeting A proxy need not be a member of the
Company but must attend the meeting for the member's vote to be counted A member can appomnt
more than one proxy in relation to the Meeung, provided that each proxy 1s appomnted to exercise
the nghts attaching to different shares held by hum

As at 22 July 2011 (being the fatest business day prior to the publcation of this Notice), the
Cempany’s 1ssued share capital consists of 16,295,357 ordinary shares, carrying one vote each
Therefore the total voting nights 1n the Company are 16,295,357

The recommended final dividend will, if approved, be paid on 11 November 2011 to Shareholders
registered at the close of business on 14 October 2011
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