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Artisan (UK) Developments Limited

Report of the directors
for the year ended 30 June 2010

The directors present their report together with the audited financial statements for the year ended 30 June 2010

Results and dividends
The profit and loss account 1s set out on page 6 and shows the loss for the year

An intenm dividend of £nil per share (2009 — £nil) was paid dunng the year The directors have not proposed a
final dwidend for the year (2009 £nil)

Principal activities, trading review and future developments

The Company 1s a wholly owned subsidiary of Artisan (UK) plc The pnncipal activity of the Company in the year
under review was that of a commercial properly development company The Company designs and develops
attractive, modem, purpose built offices and hght industnal space on its business park sites concentrated in East
Angha and Hertfordshire There were no significant changes in the Company's pnncipal activities in the year
under review The directors are not aware, at the date of this report, of any iikely major changes in the
Company’'s activities in the next year

As shown in the Company's profit and loss account on page 6, the Company's tumover for the yearis £1,472,214
(2009 - £1,533,209), a decrease of 4% compared to the previous year As in the previous year market conditions
have been very challenging and we have seen a much lower volume of sales compared to earlier years Despite
reduced overhead and interest costs the low level of sales resulted in a loss before tax of £975,399 (2009 -
£1,080,229) for the year

The balance sheet on page 7 of the financial statements shows the Company's financial position at the end of the
year Stocks have reduced by £1,328,099 to £9,638,204 as the result of the sale of fimshed units  Group funding
has remamed broadly the same compared to the previous year end despite realising cash from stock as the
Company has needed to fund the losses incurred in the year Cash balances at the year end have increased by
£415,917 1o £1,261,335 As a result of the loss the Company has net habilities at the year end of £651,521 The
year ended with future development capacity at over 17,400 square metres of net developable floor space (2009
- 18,500 square metres)

Principal risks and uncertainties

Whilst the Company has no bank borrowings, it i1s funded by loans from Artisan (UK) plc which in turn 1s funded
by significant levels of debt for which the Company provides cross guarantees to the Group’s bank 1n favour of
Artisan (UK) plc and tts group company members for all monies oming The Group ts rehant on the continued
provision of debt facilities which are provided for fixed penods of time  Itis particularly relevant to note that, in the
current economic chmate, the Group 1s dependant upon the continued wilingness and ability of the Group's bank
to provide debt funding to the Group Also, it can be expected that funders will want to reduce loan to cost and
loan to value ratios and this couid reduce the level of funding available to the Group Further information 1s set
out 1n note 1 to the financial statements on page 8 regarding the availability of future facilittes

The Company's operations are clearly affected by the economic outlook and the actions and anticipated actions
of the Monetary Policy Committee of the Bank of England, not least because the purchase of a property Is
normally a significant commitment by our purchaser This nsk 1s mitigated by having a number of business parks
in different locations and with a mixiure of offices and industnal units of varying sizes Also, the Company's
business mode! 15 weighted towards achieving forward sales as this has the advantage that we are able to build
units to meet our customers' exact requirements n terms of size and specification whiist at the same time limiting
our exposure to unsold stock However, speculative development remains essential to secure new business




Artisan (UK) Developments Limited

Report of the directors
for the year ended 30 June 2010 {Continued)

Principal risks and uncertainties (Continued)

The Company s largely funded by loans from Artisan (UK) plc which bear interest at commercial rates of interest
under group treasury arrangements The Group, and hence the Company, i1s subject to interest rate nsk as the
Group's borrowings are at floating rates of interest The Group board have considered and will continue to
consider whether any form of hedging 1s appropnate in relation to this nsk

The ability to secure land for development is key to the Company's ongoing success and expansion Senior
management time is devoted to identifying and evaluating potential sites, supplemented by close relationships
with agents, and a ngorous process for considenng and approving land purchases

The planning process Is uncertain  Where possible land acquisition terms are linked to the grant of planning
permission However, the timing of planming permission can become elongated and this can affect the delivery of
intended sales within any given accounting year

Health and safety 1s of paramount importance and a high standard of health and safety management 15 promoted
at all levels in the Company This 1s achieved through training programmes and heaith and safety rules that are
backed up by a process of extemnal auditing by suitably qualified consultants

Environment

The Company recognises the importance of ris environmental responsibilities and aims to comply with all relevant
environmental legislation In parhicular, t aims to ensure that its designs meet the latest bullding regulations and
the requirements of its customers

Employees and health and safety at work
Details of the number of employees and related costs can be found in note 3 on page 10

A high standard of health and safety management 1s promoted at all levels within the Company The Company
maintains training programmes, health and safety rules, montonng and audiing procedures in order to promote a
high level of awareness and commiment This 1s reflected in the quarterly reports prepared by our extemnal
health and safety auditor that show our accident record for minor injunes i1s better than the industry benchmark
The Board are pleased to report that there were no major accidents in the year under review

Directors
The directors of the Company dunng the year were

M J Eyres

D J Raiton
Artisan (UK) plc
G J Lawler




Artisan (UK) Developments Limited

Report of the directors
for the year ended 30 June 2010 (Continued)

Directors’ responsibilities

The directors are responsible for prepanng the annual report and the financial statements in accordance with the
Companies Act 2006 and for being satisfied that the financial statements give a true and fair view The directors
are also responsible for prepanng the financial statements in accordance with United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice)

Company law requires the directors to prepare financial statements for each financial year which give a frue and
far view of the state of affairs of the Company and of the profit or loss of the Company for that penod In
prepanng these financial statements, the directors are required to

+ select suitable accounting policies and then apply them consistently,

s make judgments and estimates that are reasonable and prudent,

« state whether applicable accounting standards have been followed, subject to any matenal departures
disclosed and explained n the financial statements, and

« prepare the financia! statements on the going concern basis unless it 1s inappropnate to presume that the
Company will continue 1n business

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

They are also responsible for safeguarding the assets of the Company and hence for taking reasonable steps for
the prevention and detectton of fraud and other irregulanties

Indemnification of directors

Qualifying third party indemnity provisions (as defined in Section 234 of the Companies Act 2006) are in force for
directors who held office dunng the year

Auditors

All of the current directors have taken all the steps that they ought to have taken to make themselves aware of
any information needed by the Company's auditors for the purposes of their audit and to establish that the
auditors are aware of that information  The directors are not aware of any relevant audit information of which the
audrtors are unaware

BDO LLP have expressed their willingness to continue n office and a resolution to re-appomt them will be
proposed at the annual general meeting

By order of the Board

Artisan (UK) plc

Secretary

D'a}q q November 2010 J



Artisan (UK) Developments Limited

Independent auditors’ report

TO THE MEMBERS OF ARTISAN {UK) DEVELOPMENTS LIMITED

We have audited the financial statements of Arisan (UK) Developments Liumited for the year ended 30 June 2010
which compnse the profit and foss account, the balance sheet and the related notes The financial reporiing
framework that has been applied in their preparation 1s apphicable law and United Kingdom Accounting Standards
{Unted Kingdom Generally Accepted Accounting Praclice)

This report is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so thai we might state to the Company’s members
those matters we are required to state to them in an auditor's report and for no other purpose To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the
Company's members as a body, for our audit work, for this repont, or for the opinions we have formed

Respective responsibilities of directors and auditors

As explained more fully in the statement of directors’ responsibiities, the directors are responsible for the
preparation of the financial statements and for being satsfied that they give a true and fair view OQur
responsibility 1s to audit the financial statements in accordance with applicable law and Intemational Standards
on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's (APB's)
Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures i the financial statements sufficient to
give reasonable assurance that the financial statements are free from matenal misstatement, whether caused by
fraud or ermor This includes an assessment of whether the accounting policies are appropnate to the
Company's circumstances and have been consistently applied and adequately disclosed, the reasonableness of
significant accounting estimates made by the directors, and the overall presentation of the financial statements

Opinion on financial statements
In our opinion the financial statements

* give a true and fair view of the state of the Company's affars as at 30 June 2010 and of ts loss for the year
then ended,

» have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice,
and

+ have been prepared in accordance with the requirements of the Companies Act 2006

Emphasis of matter — going concern

in forming our opinion on the financial statements, which is not qualified, we have considered the adequacy of the
disclosures made in note 1 concerming the Company's ability to continue as a going concem The Company Is
dependent upon the ongoing financial support provided by its parent undertaking Arisan (UK) plc to enable 1t to
continue to operate as a going concem for the foreseeable future This support 1s dependent upon Artisan (UK)
plc being a going concern which in turn s dependent on the ongoing availabiity of funding from its extemal
lenders which are due to expire on 1 July 2011

These conditions indicate the existence of a matenal uncertainty which may cast significant doubt over the ability
of the Company to be able to continue as a going concem The financial statements do not include the
adjustments that would be necessary If the Company was unable to continue as a going concemn




Artisan (UK) Developments Limited

Independent auditors’ report (Continued)

Opinion on other matter prescribed by the Companies Act 2006

In our opimon the Information given in the directors' report for the financial year for which the financial statements
are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

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

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

« the financial statements are not in agreement with the accounting records and returns, or
» certain disclosures of directors' remuneration specified by law are not made, or

« we have not receved all the information and explanation we require for our audt

Boo 1LP

Geraint Jones, (semor statutory auditor)

For and on behaif of BDO LLP, statutory audrtor
London

United Kingdon

Date 9 November 2010

BDO LLP 1s a hmited hability partnership registered in England and Wales (with registered number OC305127)




Artisan (UK) Developments Limited

Profit and loss account
for the year ended 30 June 2010

Note 2010 2009

£ £

Tumover 2 1,472,214 1,533,209
Cost of sales (1,559,077) {1,497,842)
Gross (loss)/profit {86,863) 35,367
Administrative expenses (948,502) (1,006,201)
Other operating income 280,200 299,167
Operating loss 4 (755,165) (671,667)
Interest receivable 2,404 3,695
Interest payable and similar charges 5 {222,638) (392,257)
L_oss on ordinary activities before taxation (975,399) (1,060,229)
Taxation 6 26,592 15,000
Loss for the year 14 (948,807) (1,045,229)

All amounts shown relate to continuing activities
The Company has no recognised gamns or losses other than the results for the current and previous year

-. — _ The notes_on pages 8 to 14 form p:_m of these financial statements
Y - S - - - - _




Artisan (UK) Developments Limited

Balance sheet
at 30 June 2010

Company number 2975041 Note 2010 2010 2009 2009
£ £ £ £
Fixed assets
Tangible assets 8 11,280 21,555
Current assets
Stocks 9 9,638,204 10,966,303
Debtors 10 77,875 352,549
Cash at bank and in hand 1,261,335 845,418
10,977,414 12,164,270
Creditors: amounts falling due
within one year 1" 11,640,215 11,888,539
Net current assets {662,801) 275,731
Net (liabilities)assets {651,521) 297,286

Capital and reserves

Called up share capital 13 800,000 800,000
Profit and loss account 14 {1,451,521) (502,714)
Shareholders’ (deficit)funds 15 {651,521) 297,286

The financial statements were approved by the Board of Directors and authonised for 1ssue on 9 November 2010

M J Eyres
Director

“The notes on pages 8 to-14 form part of these financial statements _
7




Artisan {(UK) Developments Limited

Notes forming part of the financial statements
for the year ended 30 June 2010

Accounting policies

The financial statements have been prepared under the histoncal cost convention and are in accordance
with applicable accounting standards The following pnncipal accounting policies have been applied

Basis of preparation

The Directors have prepared the financial statements of the Company on the going concem basis This
assumes that the Company will continue to be able to meet its habities when they fall due for the
foreseeable future

The Company is dependent upon the ongoing financial support provided by ts parent undertaking, Artisan
(UK) plc, to enable it to continue to operate as a going concem for the foreseeable future. This support IS
dependent upon Artisan (UK) pic being a going concem which i turn s dependent on the ongoing
availability of funding from extemnal lenders

Artisan (UK) pic’s borrowings are due for repayment n full on 1 July 2011 when the current loan facility
agreement comes to an end The Directors of Artisan UK plc are in the process of renegotiating the banking
facilities to ensure that facities remain in place after 1 July 2011  Negotiations have been ongoing for some
time Whilst the Artisan (UK) plc Directors believe that faciiies will be available beyond 1 July 2011 they
recognise that the bank I1s seeking to reduce loan to value ratios and restructure the faclity towards a
development by development basis of lending whilst at the same time increasing the costs associated with
borrowing and moving away from speculative commercial property lending Our bank s also very keen to
see new equity introduced into the Group  If appropnate termns cannot be agreed the Group would need 1o
secure altemative facilities elsewhere Because of uncertainties in the banking market, the lessening in the
loan to value multiples available and anticipated increased borrowing costs, there i1s no certainty that
acceptable altemative faciliies would be readily available

Given the above factors the Directors recogmise that without a binding agreement to extend the Group’'s
facilities on acceptable terms that a matenal uncertainty exists that may cast significant doubt over the
Group’s ability to continue as a going concem

The Directors however consider it appropnate to prepare the Company's financial statements on the going
concem basts given their behef that sufficient funding will be made available beyond 1 July 2011 and that
based upon their current forecasts an adequate level of headroom will be achieved over the minimum
covenant levels throughout the penod of the current facility

Cash flow statement

The Company has taken advantage of the exempton not to prepare a cashflow statement on the basis that
a consolidated cashflow statement 1s published in the parent company's consohdated financial statements

Tumover

Tumover represents the value of work done and properties sold, excluding VAT Profit 1s recognised on
iong term work in progress contracts If the final outcome can be assessed with reascnable certainty, by
including 1n the profit and loss account tumover and related costs as contract activity progresses Tumover
is calculated as that proportion of total contract value which costs to date bear to total expected costs for
that contract Tumover anses solely in the UK In respect of sales of property, tumover and profit are
recognised upon legal completion of the legal transfer of title to the customer




Artisan (UK) Developments Limited

Notes forming part of the financial statements
for the year ended 30 June 2010 {Continued)}

Accounting policies (Continued)
Depreciation

Depreciation 1s provided to wnte off the cost or valuation, less estmated residual values, of all fixed assets,
except freehold land, evenly over their expected useful lives it 1s calculated at the following rates

Plant and machinery - 33% on cost
Fixtures and fithngs and
office equipment - 25% on cost

Stocks and work in progress

Stocks and work in progress are valued at the lower of cost including reievant overheads and net realisable
value Work in progress includes matenals, labour and an appropnate proportion of relevant overhead costs
incurred on incomplete contracts and developments at the year end Profit 1s recognised on long term
contracts as stated above

Deferred faxation

Deferred tax balances are recogmised in respect of all trming differences that have oniginated but not
reversed by the balance sheet date except that

» deferred tax 1s not recognised on timing differences ansing on revalued properties unless the Company
has entered into a binding sale agreement and 1s not proposing to take advantage of rollover rehef, and

e the recognition of deferred tax assets 1s imited to the extent that the Company anticipates to make
sufficient taxable profits in the future to absorb the reversal of the underlying timing differences

Deferred tax balances are not discounted
Leased assets

Where assets are financed by leasing agreements that give nghts approxmating to ownership (finance
leases'), the assets are treated as If they had been purchased outnght The amount capitalised 15 the
present value of the minimum lease payments payable dunng the lease term The corresponding leasing
commitments are shown as amounts payable to the lessor Depreciation on the relevant assets 1s charged
to the profit and loss account

Lease payments are analysed between capital and interest corponents so that the interest element of the
payment Is charged to the profit and loss account over the penod of the lease and represents a constant
proportion of the balance of capttal repayments outstanding The capital parl reduces the amounts payable
to the lessor

All other leases are treated as operating leases Their annual rentals are charged to the profit and loss
account on a straight-ine basis over the term of the lease

Pensions

The Company operates a defined contnbution pension scheme Contnbutions payable for the year are
charged In the profit and loss account The cost for the year is shown in note 3 to the accounts

Dividends

Equity dividends are recognised when they become legally payable Final equity dividends are recognised
when approved by the shareholders at an annual general meeting

'g" e - - _




Artisan (UK) Developments Limited

Notes forming part of the financial statements
for the year ended 30 June 2010 (Continued)

Turnover

Turnover is wholly atinbutable to the pnncipal activity of the Company and anses wholly within the UK

Employees
2010 2009
£ £
Staff costs consist of
Wages and salanes 205,242 394,492
Social secunty costs 24,099 44 407
Other pension costs 17,532 25,889
246,873 464,788
The average number of employees, including directors, Number Number
dunng the year were as follows
Administration 1 2
Operations 2 5
3 7
Operating loss
2010 2009
£ £
This has been amved at after charging/(crediting)
Exceptionat costs charged to cost of sales
Aborted costs following withdrawal from land purchase contract - 80,172
Exceptional costs charged to administrative expenses
Redundancy costs - 23,095
Depreciation - owned assets 10,389 15,664
Hire of piant and machinery - 797
Other operating lease rentals - vehicles 6,121 9,239
- land and buildings 272,039 289,879
Rent receivable (280,200) (299,167)
Auditors' remuneration 20,000 21,000

Dunng the year overhead costs totaling £2,454 (2009 - £14,680) were allocated from administrative
expenses to work in progress

2010 2009

£ £

Directors' emoluments 191,716 211,297
Directors' pension contnbutions to money purchase schemes 16,177 18,352
207,893 229,649

_Pension coninbutions were ['na_de on behalf of 3 directors {2008 - 3)
e Lo e R SO




Artisan (UK) Developments Limited

Notes forming part of the financial statements
for the year ended 30 June 2010 (Continued)

Interest payable and similar charges

2010 2009
£ £
Inter group interest 222,638 392,257
Taxation
2010 2009
£ £
Current tax
UK corporation tax on loss for the year (26,592) {15,000}
Taxation on loss on ordinary activities (26,592) (15,000)

The tax assessed for the year differs from the standard rate of corporation tax in the UK. The differences
are explained below

2010 2009
£ £

Loss on ordinary activities before tax {975,399) (1,060,229)
Loss on ordinary activiies at the standard rate
of corporation tax in the UK of 28% (2009 - 28%) {273,112) {296,864)
Effects of
Expenses not deductible for tax purposes 5,406 9,972
Depreciation for the year in excess of capital allowances 2,909 1,802
Unrelieved losses camed forward 239,205 272,826
Other {1,000) (2,736)
Current tax credit for the year (26,592) (15,000)

No deferred tax credit has been recognised in respect of losses camed forward due to the unpredictability of
future profit streams against which these losses could be offset Under present legislation these losses may
be camed forward indefinitely

Dividends

No final dnvidend has been proposed (2009 - £Nil)




Artisan (UK) Developments Limited

Notes forming part of the financial statements
for the year ended 30 June 2010 (Continued)

10

Tangible assets

Fixtures,
fittings
Piant and and office
machinery equipment Total
£ £ £
Cost or valuation
At 1 Juty 2009 16,540 59,854 76,394
Additions - 114 114
At 30 June 2010 16,540 59,068 76,508
Depreciation
At 1 July 2009 15,617 39,222 54,839
Charge for the year 923 9,466 10,389
At 30 June 2010 16,540 48,688 65,228
Net book value
At 30 June 2010 - 11,280 11,280
At 30 June 2009 923 20,632 21,555
Stocks
2010 2009
E £
Work in progress 9,638,204 10,966,303
Debtors
2010 2009
£ £
Trade debtors 2,058 10,563
Amounts owed by group undertakings 13,358 93,726
Corporation tax recoverable 15,000 62,963
Prepayments and accrued income 47.459 185,297
77,875 352,549




Artisan (UK) Developments Limited

Notes forming part of the financial statements
for the year ended 30 June 2010 (Continued)

11

12

13

14

Creditors: amounts falling due within one year

Trade creditors

Other taxes and social secunty
Amounts owed to parent company
Accruals and deferred income

Commitments under operating leases

At 30 June 2010, the Company had annual commitments under non-cancellable operating leases as set out

2010 2009

£ £

80,330 231,103
41,026 113,840
11,396,094 11,391,891
122,765 151,705
11,640,215 11,888,539

below
Land and buildings Other
2010 2009 2010 2009
£ £ £ £
Expinng within one year - - 1,917 4,443
Expinng within two to five years - - - 4,553
Expinng after more than five years 213,350 213,350 - -
213,350 213,350 1,917 9,001
Share capital
2010 2009
£ £
Authorised, allotted, issued and fully paid
800,000 ordinary shares of £1 800,000 800,000
Reserves
Profit
and loss
account
£
At 1 July 2009 (502,714)
Loss for the year (948,807)
At 30 June 2010 (1,451,521)




Artisan (UK) Developments Limited

Notes forming part of the financial statements
for the year ended 30 June 2010 (Continued)

15

16

17

18

Reconciliation of movements in shareholders’ funds/(deficit)

2010 2009

£ £
Loss for the financial year (948,807) (1,045,229)
Total movements dunng the year {948,807) (1,045,228)
Opening shareholders’ funds 297,286 1,342,515
Closing sharehoiders' {deficit)/funds {651,521) 297,286

Contingent liabilities

A cross corporate guarantee held by the bank in favour of Artisan (UK) plc and its group company members
has been given by the Company for all momes owing. At 30 June 2010, bank borrowings of other group
company members covered by the cross guarantee amounted to £20,181,626 (2009 - £21,620,960)

Related party disclosures

The Company has taken advantage of the exemption conferred by Financial Reporting Standard 8 “Related
Party Disclosures” not to disclose transactions with members of the group headed by Artisan (UK) plc on the
grounds that 100% of the voting nghts in the Company are controlied within that Group and the Company 1s
included in the consolidated financial statements

Ultimate parent company

The Company 1s a 100% subsichary of Artisan (UK) plc, a company registered in England and Wales
Artisan (UK) plc 1s the holding company for the Artisan Group The financial statements of Arisan (UK) plc
are avallable from Vantage House, Vantage Park, Washingley Road, Huntingdon, Cambndgeshire,
PE29 6SR

At 30 June 2010 Aspen Finance Limited (“Aspen”) owned 69 5% of the share capral of Arisan (UK) plc
Aspen Is a prnivate mited company whose pnncipal activity 1s to act as a holding company for an investment
in Artisan  Aspen 1s wholly owned by Aspen Group Inc which in turn 1s owned by the Brownis Trust The
Brownis Trust was declared for the benefit of Mr Stevens, the non-executive Chairman of Artisan (UK) plc,
and his family The Board understand that the Brownis Trust 1s the uthimate controling party




