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Our business 
at a glance
Hansteen Holdings PLC is a European REIT 
that invests in predominantly industrial 
properties in continental Europe and the 
UK with high yields, low financing costs and 
opportunity for value improvement.

BUSINESS OUTLOOK
There are few equivalent platforms to Hansteen’s in the high yielding 
property sector. The combination of a large high yielding portfolio 
with opportunities to add value and an improving investment market 
PHDQV�WKDW�7KH�*URXS�ORRNV�IRUZDUG�WR�WKH�IXWXUH�ZLWK�FRQȴGHQFH��

£39.4m
Normalised 
Income Profit

4.8p
Dividend 
per Share

£1.5bn
Property 
Portfolio
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Our Milestones

2007
April
Hansteen 
completes a 
successful 
secondary placing 
for an additional 
£70 million

July
Hansteen 
acquires 66 
properties in 
37 transactions 
totalling !300 
million

2008
July
Hansteen buys 
!36.2 million  
and sells 
!31.8 million

2009
July
Share issue raises 
gross proceeds of 
£200.8 million in 
successful placing 
and open offer

August
Launch of 
the Hansteen 
UK Industrial 
Property Unit 
Trust with five 
institutional 
investors

October
Hansteen moves 
from AIM to the 
Official List and 
becomes a REIT

2010
March
Hansteen 
acquires German 
industrial 
property portfolio 
for !330 million

April
Hansteen returns 
to the UK with 
acquisition 
of Kilmartin 
portfolio for  
£80.4 million

October
The addition 
of two Non-
Executive 
Directors and 
Finance Director 
strengthens the 
Board

December
Hansteen 
acquires Saltley 
Business Park 
and Treforest 
Industrial Estate
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2011
March
Hansteen 
becomes a 
member of the 
FTSE 250 and the 
EPRA Index

May
Hansteen 
announces the 
successful raising 
of £146.5 million, 
net of expenses

December
Hansteen 
acquires the 
property assets 
from the 
Spencer Group 
of companies for 
£150 million

2012
June
Full management 
platform 
established in UK, 
Germany and 
Benelux

December
Hansteen’s 
property 
portfolio under 
management 
exceeds £1 billion
Hansteen buys 
£78 million and 
sells £51 million

2013
May
Launch of Hansteen UK 
Industrial Property Unit 
Trust II in partnership 
with Aviva Investors 
Real Estate Multi-
Managers

July
Hansteen issues 
!100 million senior, 
unsecured Convertible 
Bonds due 2018

August
Hansteen acquires 27.5% 
stake in £460 million 
Ashtenne Industrial 
Fund and becomes new 
Asset Manager to the 
Fund

December
Hansteen’s property 
portfolio under 
management exceeds 
£1.5 billion
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Financial Highlights

£65.3 million
IFRS Pre-tax Profit (2012: £46.2 million)

£39.4 million
Normalised Income Profit (2012: £30.8 million)

£46.3 million
Normalised Total Profit (2012: 34.3 million)

91p
EPRA NAV  
per share

(2012: 83p)

4.8p
Annual dividends 

payable
(2012: 4.5p)

9.1p
Basic EPS (2012: 6.2p)

Diluted EPRA EPS 5.0p 
(2012: 4.7p)
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Operational Highlights
Operational highlights relate to property, owned and managed, of Hansteen and its associated funds

Investment in Ashtenne Industrial Fund 
and contract to manage the Fund

Total property value of £1.5 billion   
(2012: £1 billion)
Annualised rent roll of £134.9 million   
(2012: £84.7 million)

Property valuations increased in both Europe and UK  
Overall increase of £46.9 million
(2012: 2% or £18 million)+3.2%

£53
million

Like-for-like occupancy improvement of 104,000 sq m  
from the start of the year

22.2%
of vacancy

Acquisitions of £91.1 million

Sales of £159.6 million in 46 transactions 

10.3%
average yield

7.3%
average yield

+53% 
+59%

Property portfolio of 4.1 million sq m/44.0 million sq ft 
(2012: 2.6 million sq m/28.1 million sq ft)+56%
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Chairman’s
Review

I am pleased to present the results 
for the year ended 31 December 
2013 and the Company’s Strategic 
Report.

Results and dividend
2013 was a record year for Hansteen 
LQ�WHUPV�RI�SURȴWV�DQG�YDOXH�JURZWK��
During the year we made some 
VLJQLȴFDQW�DFTXLVLWLRQV��D�ODUJH�
QXPEHU�RI�SURȴWDEOH�VDOHV��LQFUHDVHV�
in rental income and improved 
occupancy. One of the highlights 
was the acquisition of 27.5% of 
the Ashtenne Industrial Fund at a 
discount to NAV and the transfer 
of the management to Hansteen. 
The business model and strategy 
have continued to work well and 
as a result we can report increased 
SURȴWV��JURZWK�LQ�1$9�DQG�DQ�
increased dividend. After adding back 
WKH�GLYLGHQGV��WKH�WRWDO�1$9�UHWXUQ�
for 2013 was 15.0% (2012: 7.0%) and 
the total shareholder return was 
40.8% (2012: 7.9%).

1RUPDOLVHG�7RWDO�3URȴW�IRU�WKH�\HDU�
to 31 December 2013 increased by 
35.0% to £46.3 million (2012: £34.3 
PLOOLRQ���1RUPDOLVHG�ΖQFRPH�3URȴW��
ZKLFK�H[FOXGHV�SURȴWV�RU�ORVVHV�
from the sale of properties (i.e. 
essentially the repeatable earnings 
RI�WKH�EXVLQHVV���LQFUHDVHG�E\�������
to £39.4 million (2012: £30.8 million). 
1RUPDOLVHG�ΖQFRPH�3URȴW�SHU�VKDUH�
increased by 27.6% to 6.2p (2012: 

4.8p). This is the eighth consecutive 
year in which Hansteen’s normalised 
SURȴWV�KDYH�LQFUHDVHG�

Basic earnings per share were 
9.1p (2012: 6.2p) and diluted EPRA 
earnings per share in 2013 were 
���S�����������S���3URȴW�EHIRUH�WD[�
increased by 41.4% to £65.3 million 
(2012: £46.2 million).  

The Group’s EPRA Net Asset Value 
ZDV���S�SHU�VKDUH����������S���DQ�
increase of 9%. This compares to an 
average cost per share of 86p for an 
investor who purchased shares at 
ȵRWDWLRQ�DQG�DW�HYHU\�VXEVHTXHQW�
fund raising. In addition to the NAV 
JURZWK��+DQVWHHQ�KDV�SDLG�D�WRWDO�RI�
26.5p of dividends per share since 
ȵRWDWLRQ�

Good progress was made on the 
policy of diversifying the Group’s 
funding sources. During the year 
we issued a Euro Convertible Bond 
ZLWK�D����FRXSRQ�DQG�D�ȴYH�\HDU�
maturity; and following the end of 
WKH�\HDU��ZH�DQQRXQFHG�WHUPV�IRU�
WKH�UH�ȴQDQFLQJV�RI�ERWK�RI�RXU�EDQN�
facilities in Germany with lenders 
QHZ�WR�+DQVWHHQ��2Q���0DUFK�������
WKH�FRPSOHWLRQ�RI�WZR�QHZ�ȴYH�\HDU�
loans was announced; a €235 million 
loan with a consortium of German 
banks at an average interest rate of 
3.5% and a €108 million loan from 
HSBC at an average interest rate of 
2.9%.

James Hambro
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The Board recognises the importance 
of dividends to our shareholders 
and remains committed to a 
prudently progressive dividend policy 
UHȵHFWLQJ�WKH�VWURQJ�DQG�JURZLQJ�
FDVK�ȵRZ�JHQHUDWHG�E\�WKH�EXVLQHVV��
$FFRUGLQJO\��WKH�%RDUG�LQFUHDVHG�
the interim dividend paid on 21 
November 2013 by 5.6% to 1.9p per 
share (November 2012: 1.8p per 
share) and will pay a second interim 
GLYLGHQG��LQFUHDVHG�E\������WR����S�
per share (May 2013: 2.7p). This 
dividend is payable on 21 May 2014 
to shareholders on the register at the 
close of business on 25 April 2014. A 
Property Income Distribution of 0.4p 
is included in this second interim 
dividend payment.

The total dividend of 4.8p per share 
(2012: 4.5p) is a 6.7% increase on 
2012. Hansteen has paid a covered 
GLYLGHQG�HYHU\�\HDU�VLQFH�WKH�ȴUVW�
dividend distribution in 2006 and 
GXULQJ�WKDW�SHULRG��WKH�GLYLGHQG�KDV�
increased by 60.0%.

Our business
Hansteen is a leading owner 
and asset manager of European 
LQGXVWULDO�SURSHUW\��SULPDULO\�LQ�

Germany and the UK. The Group 
EX\V�XQGHUYDOXHG�SRUWIROLRV��RIWHQ�
with high levels of vacancy or other 
WDQJLEOH�RSSRUWXQLWLHV�WR�DGG�YDOXH��
applies an intensive programme 
of improvement using its local 
management teams and sells to 
realise the value added. 

Our core mission is to provide 
LQYHVWRUV�ZLWK�FRQVLVWHQW��KLJK�DQG�
realised returns. 

Our strategy
Our strategy is achieved through the 
methodical and detailed assessment 
of investment opportunities in the 
UK and Continental Europe. We 
look for investments that will create 
a high yielding industrial property 
portfolio as well as other more 
opportunistic and management 
LQWHQVLYH�DFTXLVLWLRQV�ZKLFK��DOWKRXJK�
ORZHU�\LHOGLQJ��ZLOO�SURYLGH�JUHDWHU�
potential for capital growth. We seek 
to produce sustainable growth in 
our rental income and occupancy 
through active asset management 
initiatives which should lead to 
increased values. We aim to realise 
DQG�GLVWULEXWH�WKHVH�SURȴWV�WR�RXU�
shareholders over the property cycle.

We generate shareholder  
value by:

Disciplined investment
We pick our investments based 
on a thorough assessment of 
the opportunities in order to 
create a high yielding portfolio 
with potential to add value. Our 
balance sheet is strong and we 
UHPDLQ�FRPPLWWHG�WR�ȴQDQFLQJ�RQ�
a prudent basis.

Diverse portfolio
Our properties have a wide range 
of tenants and are in several 
(XURSHDQ�FRXQWULHV��SULPDULO\�LQ�
Germany and the UK. None of our 
������WHQDQWV�DFFRXQWV�IRU�PRUH�
than 1.5% of the annual rent roll.

Industry expertise
Our people are at the centre of 
RXU�VXFFHVV��:H�KDYH����RɝFHV�
with experienced management 
teams across the UK and our 
regions in Continental Europe. 
We work hard at creating the 
right relationships with our 
stakeholders so that we are in 
the prime position to act when 
opportunities arise.

“Our people are at the centre of our success. We have 14 o!ces 
with experienced management teams across the UK and our 
regions in Continental Europe. We work hard at creating the 

right relationships with our stakeholders so that we are in the 
prime position to act when opportunities arise.”
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Board changes
$W�WKH�HQG�RI�������6WHSKHQ�*HH�
gave notice of his intention to retire 
as a Non-Executive Director in 2014. 
Stephen has been a member of the 
Board since Hansteen was formed 
in 2005 and on behalf of the Board 
and the whole Company I would 
like to thank him for his substantial 
contribution and commitment to 
Hansteen’s growth and success. The 
VHOHFWLRQ�SURFHVV�WR�ȴQG�6WHSKHQȇV�
replacement and one additional Non-
Executive Director to join the Board 
has commenced and is ongoing.

Outlook
6LQFH�ȵRWDWLRQ�LQ�1RYHPEHU�
������+DQVWHHQ�KDV�DVVHPEOHG�D�
SURSHUW\�SRUWIROLR�RI�e����ELOOLRQ��WKH�
majority of which was purchased 
from forced sellers in a distressed 
market. Although the downturn 
in the property market has been 
deeper and more prolonged 
than could reasonably have been 
IRUHVHHQ��ZH�KDYH�HQVXUHG�WKDW�RXU�
acquisitions represent good value 
DQG�DUH�SUXGHQWO\�ȴQDQFHG��7KH�
strategy of building the portfolio at 
the bottom of the cycle is starting 
to show clear signs of success as 
the market is improving and higher 
income properties are gaining in 
YDOXH���2XU�ΖQWHULP�5HSRUW�FRQȴUPHG�
that improvement was gathering 
momentum and the pace and 

strength of the recovery in the UK 
industrial investment market in the 
fourth quarter of 2013 has in fact 
exceeded most projections. 

The Board believes that the property 
investment market in 2014 is likely 
to exhibit two strong themes that 
ZLOO�EHQHȴW�+DQVWHHQ�DFURVV�DOO�
the European regions in which the 
*URXS�RSHUDWHV��)LUVWO\��UHFRJQLWLRQ�
by investors that higher yielding 
regional industrial property should 
produce superior returns over the 
QH[W�FRXSOH�RI�\HDUV�DQG��VHFRQGO\��
that in order to achieve those returns 
industrial property requires specialist 
management.

There are few equivalent platforms in 
the high-yielding property sector. The 
FRPELQDWLRQ�RI�WKDW�SODWIRUP��D�ODUJH��
high-yielding portfolio with value-
add opportunities and an improving 
investment market means that the 
Board looks forward to 2014 with 
FRQȴGHQFH��

James Hambro
Chairman

10 March 2014
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Joint Chief Executives’
Review and Finance Report

Ian WatsonMorgan Jones Richard Lowes

Our business model remains 
unchanged and is based on two 
key strengths: an entrepreneurial 
and opportunistic approach 
WR�EX\LQJ�DQG�VHOOLQJ�SURSHUW\��
funding and deal structuring; and 
D�IRFXVVHG��GLVFLSOLQHG�DQG�VNLOOHG�
asset management and marketing 
platform. We believe that acquiring 
the right property at the right price 
is key to the success of the business 
and that high yielding industrial 
properties with opportunities to add 
value have historically performed 
strongly. Whilst selling has been 
OLPLWHG�LQ�UHFHQW�\HDUV�������KDV�
provided improved selling conditions 

ZLWK�LQFUHDVHG�OLTXLGLW\�LQ�WKH�PDUNHW��
particularly in the UK. Typically we 
sell after the business plan for each 
property has been implemented in 
order to crystallise the value that 
has been added. The £159.6 million 
of sales have realised £10.0 million 
RI�SURȴW�DQG�UHOHDVHG�FDSLWDO�IRU�
reinvestment elsewhere.

Key Performance Indicators 
(“KPIs”)

Financial KPIs
In our view returns are best 
measured by looking at realised 
SURȴWV�DQG�YDOXDWLRQ�JURZWK��:H�

believe these measures are best 
UHȵHFWHG�E\�WKH�IROORZLQJ�

1RUPDOLVHG�7RWDO�3URȴW�IRU�WKH�\HDU�
to 31 December 2013 increased by 
35.0% to £46.3 million (2012: £34.3 
PLOOLRQ���1RUPDOLVHG�ΖQFRPH�3URȴW��
ZKLFK�H[FOXGHV�SURȴWV�RU�ORVVHV�
from the sale of properties (i.e. 
essentially the repeatable earnings 
RI�WKH�EXVLQHVV���LQFUHDVHG�E\�������
to £39.4 million (2012: £30.8 million). 
This is the eighth consecutive year in 
which Hansteen’s Normalised Income 
3URȴW�KDV�LQFUHDVHG��1RUPDOLVHG�
ΖQFRPH�3URȴW�SHU�VKDUH�LQFUHDVHG�E\�
27.6% to 6.2p (2012: 4.8p). 
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7KH�WDEOH�EHORZ�VHWV�RXW�WKH�UHVXOWV�IRU�1RUPDOLVHG�ΖQFRPH�3URȴW�DQG�1RUPDOLVHG�7RWDO�3URȴW�LQFOXGLQJ�RXU�VKDUH�RI�
associates.

 2013 2012 
 £’000 £’000

Investment property rental income 86,844� ������

Direct operating expenses  (13,754)� ��������

Property management fees 3,179� �����

Administrative expenses (17,939)� ��������

Net interest payable (18,978)� ��������

1RUPDOLVHG�ΖQFRPH�3URȴW� 39,352� ������

3URȴW�RQ�VDOH�RI�LQYHVWPHQW�SURSHUWLHV�� 5,631� �����

3URȴW�RQ�VDOH�RI�WUDGLQJ�SURSHUWLHV� 26 610

3URȴW�RQ�VDOH�RI�VXEVLGLDU\� 1,308 56

Direct costs relating to trading properties (45) (50)

7RWDO�SURȴWV�RQ�VDOH�RI�LQYHVWPHQW�DQG�WUDGLQJ�SURSHUWLHV� 6,920� �����

Other operating income  61� �����

1RUPDOLVHG�7RWDO�3URȴW� 46,333� ������

 
Dividends payable relating to the year 30,712� ������

The Group’s EPRA Net Asset Value 
ZDV���S�SHU�VKDUH����������S���DQ�
increase of 9%. Dividend per share 
���S�����������S���DQ�LQFUHDVH�RI������

Property KPIs
On our wholly owned portfolio the 
annualised rental income at 31 
December 2013 increased to £73.5 
million (2012: £71.8 million). Despite 
the fact that on a like-for-like basis 
the portfolio showed a valuation 
increase of £12.6 million the yield of 
the wholly owned portfolio increased 
to 8.6% (2012: 8.5%). Occupancy of 
the wholly owned portfolio increased 
to 84.6% (2012: 82.3%).

As the business has more fully 
GHSOR\HG�LWV�EDODQFH�VKHHW��QHW�GHEW�
to value has increased to 49.3% 
(2012: 38.6%). There is further 
analysis of some of these numbers 
on a like-for-like basis later in this 
review.

6LJQLȴFDQW�WUDQVDFWLRQV

Ashtenne Industrial Fund (“AIF”)
2QH�RI�WKH�PRVW�VLJQLȴFDQW�
transactions during the year was 
announced in August 2013 with the 
£53 million acquisition of a 27.5% 
stake in the Ashtenne Industrial 
Fund. This was the culmination of a 
complex series of moves including 

the subscription of £42.5 million of 
new units and the acquisition of the 
6.9% stake held by Warner Estate 
Holdings PLC and controlled by 
Warner’s banks. This resulted overall 
in a purchase at a 22% discount 
to AIF’s September 2013 NAV. This 
acquisition discount contributed 
£16.1 million of immediate value 
to Hansteen. From an earnings 
SHUVSHFWLYH��WKH�e���PLOOLRQ�
investment is expected to generate 
DQ�LQLWLDO�DQQXDO�SURȴW�FRQWULEXWLRQ�RI�
around 10%.  

ΖQ�DGGLWLRQ�WR�LWV�LQYHVWPHQW�UHWXUQ��
Hansteen has become the asset 
manager of AIF and will receive asset 
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management fees of approximately 
£3.0 million per annum as well 
as a potential performance fee 
following the signing of a new asset 
management contract.  

During the period since Hansteen has 
WDNHQ�PDQDJHPHQW�UHVSRQVLELOLW\��
there have been a number of 
successful initiatives resulting in 
increased rent of £0.7 million per 
annum and a valuation increase 
RI�e�����PLOOLRQ�RU�������WKH�ȴUVW�
valuation uplift in AIF in 13 quarters. 

HPUT II
ΖQ�0D\�������ZH�DQQRXQFHG�WKH�
launch of a second UK industrial 
SURSHUW\�IXQG��+DQVWHHQ�8.�
Industrial Property Unit Trust II 
(‘HPUT II’ or the ‘Fund’). The Fund 
was launched with £107 million 
RI�HTXLW\��RQH�WKLUG�SURYLGHG�E\�
Hansteen and two thirds from clients 
of Aviva Investors Real Estate Multi-
managers (REMM). HPUT II has the 
capacity to invest up to £200 million 
in UK industrial property and at 31 
December 2013 had invested £75.6 
million. The life of the Fund will be six 
years and with initial targeted returns 
RI����WR�����SHU�DQQXP��KDV�KDG�
a good start with a 2013 return of 
approximately 15%. 

$V�IRXQGHU��FRUH�LQYHVWRU�DQG�DVVHW�
PDQDJHU�RI�+387�ΖΖ��ZH�ZLOO�UHFHLYH�

DQ�DVVHW�PDQDJHPHQW�IHH��D�SRWHQWLDO�
performance fee and the return on 
our investment.   

HBI loan acquisition
The most recent transaction of 2013 
was announced in late December 
with the purchase from UniCredit 
Bank AG of 50% of a loan secured 
against a portfolio of mainly multi-
let light industrial property in the 
Netherlands. The other 50% of the 
loan is held by ING. The €41.7 million 
paid to UniCredit represents a 51% 
discount to the face value of the loan 
DQG�ZDV�VDWLVȴHG�IURP�H[LVWLQJ�FDVK�
UHVRXUFHV��7KH�FXUUHQW�ERUURZHU��
/DQFHORW�/DQG�%9��LV�LQ�EUHDFK�RI�WKH�
loan and it is our intention to work 
with ING over time to crystallise the 
value inherent in the loans. 

7KH�ZKROH�SRUWIROLR��DJDLQVW�ZKLFK�
WKH�ORDQ�LV�VHFXUHG��H[WHQGV�WR�PRUH�
WKDQ���������VT�P�DFURVV����JRRG�
TXDOLW\�LQGXVWULDO�HVWDWHV��ZLWK�WKH�
majority in the core Randstad area 
of the Netherlands. The gross annual 
rental income of the portfolio is more 
than €15.0 million and the current 
vacancy rate is approximately 20%. 
:H�EHOLHYH�WKDW�WKHUH�LV�D�VLJQLȴFDQW�
opportunity to add value as the 
purchase price is at a discount to 
both the value of the loan and the 
underlying properties.

We believe that this acquisition will 
prove to have taken place at around 
the low point in the Netherlands 
property cycle.

Convertible Bond
ΖQ�-XO\��+DQVWHHQ�LVVXHG�Ȝ����PLOOLRQ�
ȴYH�\HDU�&RQYHUWLEOH�%RQGV��WKH�
“Bonds”). These are loan instruments 
VHFXUHG�RQ�WKH�ȴQDQFLDO�VWUHQJWK�
of the Company rather than on 
SURSHUWLHV��OLNH�RXU�EDQN�GHEW��
Embedded in the Bonds is an option 
for the Bond holders to convert their 
Bonds into Hansteen ordinary shares 
in the future at a premium to the 
share price at the date of the Bond 
issue.  

7KH�EHQHȴW�WR�+DQVWHHQ�RI�VXFK�
an arrangement is that the Group 
KDV�D�ȵH[LEOH��XQVHFXUHG�ORDQ�DW�D�
competitive interest rate (4% per 
annum). If the shares perform well 
the Bonds will not have to be repaid 
and will convert into Hansteen 
shares.  Whether or not the Bonds 
FRQYHUW��WKH\�ZLOO�KDYH�SURYLGHG�
ȴQDQFH�RQ�EHWWHU�WHUPV�WKDQ�FRXOG�
have been secured by way of an 
equity issue or bank debt at the time. 

The initial conversion price was set 
DW���S�SHU�VKDUH��ZKLFK�UHSUHVHQWHG�
a premium of 22.5% above the then 
share price. The conversion price 

7UHIRUHVW�ΖQGXVWULDO�(VWDWH��&DUGL��6RXWK�:DOHV
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LV�H[SHFWHG�WR�UHGXFH�RYHU�WKH�ȴYH�
years depending on the level of 
dividends.

Under IFRS the Bonds are accounted 
for by making a charge to the income 
VWDWHPHQW�WR�UHȵHFW�WKH�FXUUHQW�
market price of the Bonds. At 31 
December 2013 this mark-to-market 
adjustment included in the income 
statement and the balance sheet was 
e�����PLOOLRQ��(35$�HDUQLQJV��(35$�
NAV and our net debt ratio exclude 
the mark-to-market adjustment.

*HUPDQ�UHȴQDQFLQJ
'XULQJ�������ZH�PDGH�VLJQLȴFDQW�
SURJUHVV�WRZDUGV�UHȴQDQFLQJ�WKH�
existing €310.6 million bank loans 
secured on the German portfolio. In 
)HEUXDU\�������ERWK�WKH�+%26�IDFLOLW\�
which was due to expire in October 
2014 and the UniCredit facility which 
ZDV�GXH�WR�H[SLUH�LQ�)HEUXDU\�������
ZHUH�UHȴQDQFHG�IRU�ȴYH�\HDU�WHUPV�
with lenders new to Hansteen. HSBC 
Bank plc has provided a €108 million 
facility. A €235 million facility (the 
“Helaba” loan) has been provided by 
a consortium of lenders including 
Landesbank Hessen-Thüringen 
*LUR]HQWUDOH��+HODED���1DWL[LV�
3IDQGEULHIEDQN�$*��6(%�$*�DQG�

various entities managed or advised 
by AXA REIM SGP. The combined 
terms equate to less than 4% per 
DQQXP�JURVV�LQWHUHVW�FRVWV��LQFOXGLQJ�
amortised fees. The Board believes 
that in addition to these facilities 
providing well priced and secure 
ERUURZLQJV�IRU�WKH�PHGLXP�WHUP��
the banks involved are likely to be 
enduring and growing partners for 
Hansteen’s continental European 
business.

Asset management 
achievements

Asset management platform
Our asset management team now 
H[WHQGV�WR����RɝFHV�DFURVV�WKH�
UK and continental Europe. The 
team has performed strongly in 
2013 delivering 850 new leases 
and renewals (2012: 704 leases 
DQG�UHQHZDOV���JHQHUDWLQJ�DQQXDO�
rent of £24.6 million (2012: £22.4 
million). The team has the skills 
and experience to meet occupier 
requirements and the detailed and 
HHFWLYH�SURSHUW\�PDQDJHPHQW�
approach has enabled us to 
successfully absorb new acquisitions 
DQG�PDQDJH�WKHP�HHFWLYHO\�IURP�
day one.

As we have developed the asset 
PDQDJHPHQW�LQIUDVWUXFWXUH��RQH�RI�
our objectives has been to take the 
marketing of our properties in-house 
to improve occupational take up 
using the knowledge and experience 
of our asset managers. An additional 
EHQHȴW�DVVRFLDWHG�ZLWK�WKLV�GHFLVLRQ�
has been the decrease in fees paid to 
third party marketing agents relative 
to rent generated from new lettings 
DQG�OHDVH�UHQHZDOV��ΖQ�������OHWWLQJ�
fees paid were £1.0 million on new 
lettings and renewals of £24.6 million 
compared to letting fees of £1.2 
million on new lettings and renewals 
of £22.4 million in 2012.

The team in the UK has grown 
VLJQLȴFDQWO\�GXH�WR�WKH�$Ζ)�
transaction and we have opened 
D�QHZ�RɝFH�LQ�WKH�1RUWK�(DVW�RI�
England. We now have teams in 
/RQGRQ��*ODVJRZ��/HHGV��:DUULQJWRQ��
%LUPLQJKDP��&DUGL�DQG�*DWHVKHDG��
We are delighted that after 
purchasing the asset management 
business of Warner a number of 
key individuals transferred over to 
Hansteen and the continuity in the 
tenant relationships and marketing 
of the vacant units coupled with 
the existing Hansteen management 
approach has started to show some 
excellent early results. 

Occupancy
Like-for-like net occupancy (measured 
by taking the vacant area at the 
VWDUW�RI�WKH�\HDU��DGGLQJ�YDFDQF\�RQ�
purchases and then comparing with 
the vacancy at the end of the year) 
KDV�LPSURYHG�E\���������VT�P�DFURVV�
the portfolio under management. 
This represents 2.5% of the total 
portfolio under management at 
31 December 2013 or 22.2% of the 
vacant area at the start of the year. 

Haddonbrook Business Centre, Peterborough, UK
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Hansteen’s wholly owned properties 
KDYH�FRQWULEXWHG�VLJQLȴFDQWO\�WR�WKLV�
excellent performance by improving 
WKH�OLNH�IRU�OLNH�RFFXSDQF\�E\��������
sq m (3.4% of the portfolio at 31 
December 2013 or 18.6% of the 
vacant area the start of the year). It is 
pleasing to note that for the second 
\HDU�UXQQLQJ��DOO�WKUHH�RI�RXU�FRUH�
regions have contributed to this 
increase in occupancy.

Property valuation
The value of the total portfolio 
increased by £46.9 million or 3.2% 
from December 2012. £12.6 million 
of this increase came from the wholly 
owned portfolio and Hansteen’s 
share of the valuation gain in the 
three UK funds was £8.3 million. 
ΖQWHUHVWLQJO\��DW�WKH�KDOI�\HDU�YDOXHV�
marginally declined underlining just 
how dramatic the improvement in 
values in the second half of 2013 has 
been.

The value of the German portfolio 
increased by €19.0 million or 2.8% 
with the UK wholly owned portfolio 
also increasing by £2.5 million 
or 2.1%. The Benelux portfolio 
valuation decreased by €7.2 million 
or 3.9% with a decrease in the 
1HWKHUODQGV�DQG�%HOJLXP�RVHWWLQJ�
slightly increased values in France. 
HPUT values have increased by 

£4.6 million or 3.6% with HPUT II 
values increasing by £3.2 million or 
������6LQFH�6HSWHPEHU��$Ζ)�YDOXHV�
LPSURYHG�E\�e�����PLOOLRQ�RU�������
WKH�ȴUVW�YDOXDWLRQ�XSOLIW�LQ�$Ζ)�LQ����
quarters. 

Property acquisitions and sales
The Group has made a number 
RI�VLJQLȴFDQW�SXUFKDVHV�LQ������
which we believe will produce 
strong returns in the coming years. 
Excluding the acquisition of the stake 
LQ�$VKWHQQH�ΖQGXVWULDO�)XQG��Ȇ$Ζ)ȇ���
£91.1 million of properties have been 
acquired in the year at an average 
initial yield of 10.3%. £62.9 million 
of these purchases were wholly 
owned properties at an average 
\LHOG�RI��������WKH�PDMRULW\�RI�ZKLFK�
were subsequently transferred to 
VHHG�+387�ΖΖ��WKH�EDODQFH�ZHUH�
acquisitions by HPUT II.

2013 has been our busiest year yet 
in terms of property sales with 46 
transactions totalling £159.6 million 
at an aggregate 9.3% premium to 
'HFHPEHU������ERRN�YDOXHV��DQ�
average exit yield of 7.3% and an 
RYHUDOO�SURȴW�RI�e�����PLOOLRQ�RYHU�
December 2012 book value. £110.9 
million of these sales were wholly 
owned properties producing a 
SURȴW�RI�e����PLOOLRQ��7KH�UHPDLQLQJ�
£48.7 million were co-investment 

SURSHUWLHV�SURGXFLQJ�D�SURȴW�RI�e����
million of which Hansteen’s share 
was £1.3 million.

Eleven sales were completed in 
Germany for a total consideration 
RI�Ȝ�����PLOOLRQ��JHQHUDWLQJ�D�SURȴW�
of €2.1 million. In the second half of 
WKH�\HDU�ZH�VROG�D�YDFDQW��������VT�
m property at Venlo in south-eastern 
Netherlands for €0.8 million and 
the property at Lyon in east-central 
)UDQFH�IRU�Ȝ����PLOOLRQ��ERWK�VOLJKWO\�
below valuation.

$�VLJQLȴFDQW�DPRXQW�RI�SURSHUW\�KDV�
been both purchased and sold from 
the wholly owned UK portfolio during 
������ΖQ�-DQXDU\��ZH�SXUFKDVHG����
SURSHUWLHV�ORFDWHG�DFURVV�(QJODQG��
Wales and Scotland from The 
Industrial Trust for £60.0 million. The 
SRUWIROLR�FRPSULVHG���������VT�P�
ZLWK�D�YDFDQF\�UDWH�RI�������E\�ȵRRU�
area with a rent of £6.1 million per 
DQQXP�UHȵHFWLQJ�DQ�LQLWLDO�\LHOG�RI�
10.1%. Over the year we sold £82.8 
PLOOLRQ�JHQHUDWLQJ�D�SURȴW�RI�e����
PLOOLRQ��ΖQ�0D\�������DSSUR[LPDWHO\�
£49.0 million of the properties in The 
Industrial Trust portfolio were used to 
VHHG�WKH�ODXQFK�RI�+387�ΖΖ��$GGLWLRQDOO\��
£33.9 million of property was sold in 
���GLHUHQW�WUDQVDFWLRQV�DW�e����PLOOLRQ�
above December 2012 valuation and at 
an average yield of 5.2%. 

£1.5bn
2013

(2012: £1 billion)

Portfolio Value*

£134.9m
2013

(2012: £85 million)

Rent Roll*

*Includes 100% 
of HPUT, HPUT II 

and AIF.
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HPUT had a particularly active year 
completing a total of 14 sales for 
£41.9 million at an average yield 
RI������DQG�JHQHUDWLQJ�D�SURȴW�
to the fund of £3.5 million. Since 
WDNLQJ�FRQWURO�RI�WKH�$Ζ)�SRUWIROLR��
three sales have completed for a 
total consideration of £4.1 million 
JHQHUDWLQJ�SURȴWV�RI�e����PLOOLRQ�RYHU�
valuation. 

HPUT II exchanged contracts at the 
end of January for the acquisition of 
a portfolio comprising 17 industrial 
estates from Industrial Property 
Investment Fund (‘IPIF’). 16 of 
these completed on 28 February 
2014 (£41.2 million) and one of the 
properties (£1.1 million) will complete 
once an outstanding purchase 
FRQGLWLRQ�KDV�EHHQ�VDWLVȴHG�E\�WKH�
YHQGRU��7KH�WRWDO�SRUWIROLR�UHȵHFWV�
a net initial yield of 7.7% rising to 
8.25% on contracted rents. The 
void rate is 4.7% and we believe the 
application of our rigorous asset 
management model together with 

the improvement in the occupational 
market described later will enable us 
to deliver rental performance.

Sales are an integral part of the 
+DQVWHHQ�EXVLQHVV�PRGHO��UHDOLVLQJ�
SURȴWV�DIWHU�LQWHQVLYH�DVVHW�
management and value growth. The 
Board expects this to continue in 
2014 with selective sales in both the 
UK and Continental Europe.

Property portfolio
ΖQ�WRWDO��WKH�SRUWIROLR�WKDW�LV�RZQHG�
RU�FR�RZQHG�LV�YDOXHG�DW�e����ELOOLRQ��
has a rent roll of £134.9 million per 
DQQXP��DQG�D�YDFDQF\�RI��������ΖW�
comprises 4.1 million sq m with a 
yield of 8.8% generated from 592 
HVWDWHV�ZLWK�������WHQDQWV�LQ�ȴYH�
GLHUHQW�FRXQWULHV��ΖI�WKH�SRUWIROLR�
was fully occupied at market rents 
the rent roll would be £169.7 million 
per annum with a yield of 11.0 %.  
7KLV�LV�WKH�ȴUVW�WLPH�WKDW�RXU�ZKROO\�
owned properties together with 
our shares of the three UK funds 

properties (“Hansteen’s share of 
attributable property investments”) 
has exceeded £1 billion in value. 

The Group’s wholly owned property 
portfolio at 31 December 2013 
FRQVLVWHG�RI�����PLOOLRQ�VT�P��D�
decrease from 2.3 million sq m at 
the start of the year due to sales. 
The portfolio is valued at £849.5 
million (2012: £843.1 million) and 
has a yield of 8.6% (2012: 8.5%). 
The performance of the portfolio 
RQ�D�OLNH�IRU�OLNH�EDVLV��DOORZLQJ�IRU�
DFTXLVLWLRQV��VDOHV�DQG�FXUUHQF\�
movement has been very positive. 
Rent has improved by £2.8 million 
per annum. The passing rent at the 
start of the year was £71.8 million 
SHU�DQQXP��WKH�QHW�HHFW�RI�VDOHV�
and acquisitions was a rent reduction 
RI�e����PLOOLRQ�SHU�DQQXP��WKH�JDLQ�
due to exchange rate movements 
was £1.3 million per annum and 
the closing rent was £73.5 million 
SHU�DQQXP��D�QHW�OLNH�IRU�OLNH�
improvement of 4.0%.

The total value of property owned by 
the three Funds in which Hansteen 
had an interest at 31 December 2013 
ZDV�e������PLOOLRQ��DQ�LQFUHDVH�RI�
£525.7 million. The portfolio’s now 
extend to 1.9 million sq m with a rent 
roll of £61.5 million per annum and a 
vacancy of 17.5%.

Louvain La Neuve, Belgium
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Within the REIT sector Hansteen’s portfolio is unique both in terms of its yield and diversity. The analysis of the 
portfolio at 31 December 2013 is set out in the table below:

 No.  Built Vacant Passing Value Yield 
 props area area rent
    Euros Sterling Euros Sterling  
  sq m % €m £m €m £m %

*HUPDQ\�� ��� ���������� ������� ������ ������ ������� ������� �����

8.�� ��� �������� ������� ������ ������ ������� ������� �����

1HWKHUODQGV��%HOJLXP�	�)UDQFH�� ��� �������� ������� ������ ������ ������� ������� �����

7RWDO�ZKROO\�RZQHG� ���� ���������� ������� ������ ������ ��������� ������� �����

+387�� ��� �������� ������� ������ ������ ������� ������� �����

+387�ΖΖ� ��� �������� ������� ����� ����� ������ ������ �����

$Ζ)� ���� ���������� ������� ������ ������ ������� ������� �����

7RWDO�XQGHU�PDQDJHPHQW� ���� ���������� ������� ������� ������� ��������� ��������� �����

�)LJXUHV�LQFOXGH������RI�WKH�IXQGVȇ�SRUWIROLR��+DQVWHHQ�KDV�DQ�LQYHVWPHQW�RI�������LQ�+387�� 
33.3% in HPUT II and 27.5% in AIF.

:H�VHW�RXW�EHORZ��D�EULHI�VWDWXV�
report on each of our core regions.

Germany
*HUPDQ\��ZKLFK�DFFRXQWV�IRU�
approximately 55% of Hansteen’s 
share of attributable property 
LQYHVWPHQWV��KDV�KDG�DQRWKHU�
VXFFHVVIXO�\HDU�ZLWK�LQFRPH��
RFFXSDQF\�DQG�YDOXH��DOO�VKRZLQJ�
positive movements. The passing 
rent in 2012 was €60.5 million per 
DQQXP�DQG�WKH�QHW�HHFW�RI�VDOHV�DQG�
acquisitions during 2013 was a rent 
reduction of €1.3 million per annum. 
The closing rent at 31 December 
�����ZDV�Ȝ�����PLOOLRQ�SHU�DQQXP��D�
net improvement of €2.9 million per 
annum or a 4.9% improvement in 
the like-for-like rent roll. The like-for-
like occupancy movement has been 
equally impressive with the 2013 
LPSURYHPHQW�WRWDOOLQJ��������VT�P��

Occupancy in the second half of 2013 
KDV�JURZQ�E\��������VT�P�DV�OLNH�
for-like occupancy in Germany had 
IDOOHQ�E\��������VT�P�LQ�+��������7KH�
SRUWIROLR�HQGHG�WKH�\HDU�ZLWK���������
VT�P�YDFDQW��UHSUHVHQWLQJ�������RI�
WKH�WRWDO�ȵRRU�DUHD�������YDFDQF\��
13.9%).

UK
The UK portfolio owned or co-owned 
KDV�LQFUHDVHG�VLJQLȴFDQWO\�GXULQJ�
the year due to formation of the 
second HPUT fund (HPUT II) and the 
acquisition of the stake in AIF. These 
two transactions have added over 1.6 
million sq m of property with a rent 
of almost £51.0 million per annum. 
The total UK portfolio comprises 
2.1 million sq m with a rent roll of 
e�����PLOOLRQ�SHU�DQQXP��D�YDFDQF\�
of 17.5% and a value of £813.4 
million. Hansteen’s proportion of 

that portfolio is £326.3 million which 
accounts for 31.1% of Hansteen’s 
share of attributable property 
investments.

UK wholly owned 
$W����'HFHPEHU�������WKH�ZKROO\�
owned portfolio has a rent roll of 
£10.2 million per annum and a value 
RI�e������PLOOLRQ��UHSUHVHQWLQJ�D�
yield of 8.2% with a vacancy rate of 
�������LPSURYHG�IURP�������DW����
December 2012. Included within 
WKLV�YDOXH�DUH�ȴYH�GHYHORSPHQW�VLWHV�
totalling 78.8 hectares valued at £10.1 
million.

The passing rent at the start of 
the year was £10.3 million per 
DQQXP��WKH�QHW�HHFW�RI�VDOHV�DQG�
acquisitions was a rent reduction 
RI�e����PLOOLRQ�SHU�DQQXP��DQG�
the closing rent was £10.3 million 
SHU�DQQXP��D�QHW�OLNH�IRU�OLNH�



18

HANSTEEN HOLDINGS PLC

Section 1
Strategic Report

improvement of £1.1 million 
or 11.6%. The improvement in 
occupancy is the most impressive 
statistic with a like-for-like 
LPSURYHPHQW�RI��������VT�P�RU�
54.2% of the vacancy at 31 December 
2012. 

HPUT
In addition to its wholly owned 
SURSHUWLHV��+DQVWHHQ�KDV�D�RQH�
third stake in the Hansteen Property 
Unit Trust (HPUT). At 31 December 
������+387�RZQHG���������VT�P�RI�
SURSHUW\�ZLWK�D�UHQW�UROO�RI�e����P��D�
YDFDQF\�RI��������D�YDOXH�RI�e������
million and a yield on the passing 
rent of 8.0%. 

Performance in terms of both 
occupancy and rental income 
has also been good. Like-for-like 
RFFXSDQF\�KDV�LQFUHDVHG�E\��������
sq m with like-for-like rent improving 
by £0.15 million per annum. At the 
HQG�RI�������WKH�+387�KDG�D�1$9�
RI�e�����SHU�XQLW��e��SDU���KDYLQJ�
produced a distribution of 7.0%. The 
total return for 2013 was 15.8%.

HPUT II
ΖQ�0D\�������ZH�DQQRXQFHG�WKH�
launch of the Hansteen UK Industrial 
Property Unit Trust II in which 
Hansteen has a one third stake. The 
Fund was seeded with approximately 
£49.0 million of property from the 
Hansteen wholly owned portfolio 
and has the capacity to invest up 
to approximately £200 million in 
UK industrial property. 22 further 
properties have been added to 
the portfolio throughout the year 
EULQJLQJ�LWV�SRUWIROLR�WR���������VT�P�
with a value at 31 December 13 of 
e�����PLOOLRQ��D�YDFDQF\�RI��������D�
rent roll of £7.0 million per annum and 
a yield on the passing rent of 9.2%.

Like-for-like occupancy has decreased 
VLQFH�DFTXLVLWLRQ�E\�������VT�P�ZLWK�
like-for-like rent also falling by £0.3 
million per annum. This decrease 
is due to three large lease expiries 
LQGHQWLȴHG�ZKHQ�WKH�SURSHUWLHV�ZHUH�
purchased from The Industrial Trust 
and the UK asset management team 
are focussing their attention on these 
new vacancies to improve both the 
occupancy and the rent roll.

AIF
)ROORZLQJ�WKH�DQQRXQFHPHQW��DW�
WKH�HQG�RI�$XJXVW��WKDW�ZH�ZHUH�WR�
SXUFKDVH�D�VLJQLȴFDQW�VWDNH�LQ�WKH�
$Ζ)��WKH�SRUWIROLR�KDV�SHUIRUPHG�YHU\�
well under Hansteen management. 
At the start of the new asset 
PDQDJHPHQW�FRQWUDFW��WKH�����PLOOLRQ�
sq m of multi let industrial properties 
LQ�WKH�8.�KDG�RYHU�������XQLWV��RQ�
����LQGLYLGXDO�HVWDWHV��ZLWK�DQ�DQQXDO�
rent roll of £43.5 million and vacancy 
UDWH�RI������$W����-XQH�������WKH�
gross asset value of the properties 
was £460 million.

8QGHU�+DQVWHHQ�PDQDJHPHQW��ZH�
have managed to grow the income 
and increase the occupancy. Like-for-
OLNH�RFFXSDQF\�KDV�JURZQ�E\�������
sq m with the like-for-like rent roll 

improving by £0.7 million per annum. 
The like-for-like valuation uplift from 
30 September 2013 to 31 December 
2013 is £26.5 million or 5.8%. At 31 
'HFHPEHU�������WKH�SRUWIROLR�ZDV�
YDOXHG�DW�e������PLOOLRQ��KDG�D�UHQW�
roll of £43.9 million per annum and 
KDG�D�YDFDQF\�UDWH�RI��������D�\LHOG�
on the passing rent of 9.1%. As the 
regional asset management teams 
become more familiar with the AIF 
SURSHUWLHV��LW�LV�H[SHFWHG�WKDW�WKH�UHQW�
UROO�ZLOO�JURZ�IXUWKHU��RFFXSDQF\�ZLOO�
continue to improve and values will 
keep on rising during 2014.

Netherlands, Belgium  
and France
$W����'HFHPEHU�������%HQHOX[�
accounted for approximately 14.0% 
of Hansteen’s share of attributable 
SURSHUW\�LQYHVWPHQWV��ΖQ�JHQHUDO��
2013 has been a successful year with 
like-for-like net occupancy improving 
E\�������VT�P��7KH�SDVVLQJ�UHQW�DW�
31 December 2012 was €14.9 million 
DQG�WKH�QHW�HHFW�RI�VDOHV�DQG�
acquisitions was a rent reduction of 
€0.3 million. The closing rent was 
Ȝ�����PLOOLRQ�SHU�DQQXP��D�OLNH�IRU�
like decrease of €0.8 million per 
annum. 

March Place Industrial Estate, Aylesbury, UK
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This reduction is all due to the 
1HWKHUODQGV�ZKHUH�VRPH�VLJQLȴFDQW�
tenants have vacated their units at 
lease expiry. Like-for-like occupancy 
KDV�GHFUHDVHG�E\�������VT�P��/LNH�
for-like rent has remained broadly 
ȵDW�LQ�%HOJLXP�EXW�ZLWK�D�������
sq m improvement in like-for-like 
RFFXSDQF\��WKH�UHQW�UROO�ZLOO�LPSURYH�
in early 2014 when various rent 
concessions due to a number of new 
lettings come to an end.

$IWHU�WKH�VDOH�RI�WKH�SURSHUW\�LQ�/\RQ��
the French portfolio comprises two 
SURSHUWLHV�WRWDOOLQJ��������VT�P�ZLWK�
an annual rent roll of €1.54 million.

Finance 

NAV
Net assets attributable to the equity 
shareholders at 31 December 2013 
were £554.7 million (2012: £515.4 
million). The increase of £39.3 million 
in the year arises principally from 
e�����PLOOLRQ�SURȴW�IRU�WKH�\HDU�DQG�
£8.2 million gain on foreign currency 
movements on overseas net assets 
less the dividends paid of £29.4 
million. 

There were 641.4 million shares in 
issue at 31 December 2013 (2012: 
638.8 million) with a further 9.9 
million shares under option at 
exercise prices below the market 
price at that time giving 651.3 million 
shares for dilutive measures (2012: 
639.8 million). As at 31 December 
2013 IFRS Diluted NAV per share was 
85p (2012: 81p) and EPRA NAV per 
share was 91p (2012: 83p).

Gearing
Net debt increased by £110.2 
million during the year to £432.2 
million at 31 December 2013 (2012: 
£325.0 million). The increase of 

£110.2 million included £16.2 
million attributable to the mark-
to-market of the Convertible Bond 
with the balance being primarily 
due to increased net investments in 
investment properties and associates 
and the acquisition of the HBI 
Netherlands loan.

Excluding the mark-to-market 
DGMXVWPHQW�RI�WKH�&RQYHUWLEOH�%RQG��
net debt to property value at 31 
December 2013 was 49.3% (2012: 
38.6%) and net debt to shareholders 
equity at 31 December 2013 was 
��������������������UHȵHFWLQJ�RXU�
continued policy of maintaining 
gearing at a prudent level.

As at 31 December 2013 the Group 
had borrowings of £492.9 million of 
which £290.0 million was swapped at 
an average rate of 2.007% and £98.5 
million was capped at an average 
rate of 4.633%. The average all-in 
borrowing rate for the Group at 31 
December 2013 was 3.7% (2012: 3.1%).

The aggregate net assets of the 
associates of the Group at 31 
December 2013 were £420.3 million 
and aggregate bank loans of £346.0 
million which are non-recourse to 
the Group. The committed undrawn 
facilities available to the Associates 
amount to £8.9 million. The funds 
drawn under the facilities bear an 
average all-in interest rate of 4.4%.

Funding
During the year the Group secured 
new bank loan facilities of £21.3 
PLOOLRQ�IURP�5%6�WR�ȴQDQFH�
various UK properties. The Group 
subsequently repaid £10.3 million of 
the bank loans from property sales 
proceeds leaving the facility at £11 
PLOOLRQ��DOO�RI�ZKLFK�ZDV�IXOO\�GUDZQ�DW�
31 December 2013.  

ΖQ�6HSWHPEHU�������WKH�*URXS�
acquired part of the existing 
UniCredit loan to Hansteen for €54.0 
million representing a discount of 
€2.5 million to the face value of the 
loan. This achieved two objectives; 
ȴUVWO\�WR�UHGXFH�WKH�QHW�DPRXQW�
owing to UniCredit which we believed 
ZDV�QHFHVVDU\�SULRU�WR�LWV�UHȴQDQFLQJ�
and secondly to create value for 
Hansteen when the loan was repaid.

$W����'HFHPEHU�������WKH�*URXS�
had total bank facilities of £391.8 
PLOOLRQ��DOO�RI�ZKLFK�ZHUH�IXOO\�GUDZQ��
Borrowings are in the same currency 
as the assets against which they are 
secured. Cash resources at the year-
end were £57.8 million.

6XEVHTXHQW�WR�WKH�\HDU�HQG��ERWK�
WKH�+%26�IDFLOLW\��ZKLFK�ZDV�GXH�
WR�H[SLUH�LQ�2FWREHU�������DQG�WKH�
8QL&UHGLW�IDFLOLW\��ZKLFK�ZDV�GXH�WR�
H[SLUH�LQ�)HEUXDU\�������DPRXQWLQJ�
to €310.6 million in aggregate were 
UHȴQDQFHG�IRU�ȴYH�\HDU�WHUPV�ZLWK�
HSBC and Helaba. The new facilities 
amounting to €343.0 million in total 
were fully drawn in February 2014 
and together with the issue of the 
€100 million Convertible Bond in 
�����KDV�VLJQLȴFDQWO\�H[WHQGHG�
DQG�GLYHUVLȴHG�WKH�*URXSȇV�IXQGLQJ�
facilities.  

Of the Group’s £391.8 million bank 
ERUURZLQJV�DW����'HFHPEHU�������
73% was swapped at an average 
rate of 2.007% with a further 25% 
capped at an average of 4.6% giving 
an all in average rate of 3.6%. The 
weighted average debt maturity at 
31 December 2013 was 1.8 years and 
the weighted average maturity of 
hedging was 1.1 years.

▸
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)ROORZLQJ�WKH�UHFHQW�UHȴQDQFLQJ��DV�
at 28 February 2014 the Group has 
£407.5 million of bank borrowings. 
45.7% was swapped at an average 
rate of 1.0% with a further 14.8% 

capped at an average of 2.6% giving 
an all in average rate of 3.7%. The 
weighted average debt maturity 
has been extended to 4.4 years and 
the weighted average maturity of 

hedging has been extended to 4.2 
years. Analysis of the Group’s bank 
loan facilities is set out below:

Bank loan facilities as at 31 December 2013

Lender Facility Amount Unexpired All-in- Loan to Interest 
   undrawn term interest value cover  
 millions millions years rate covenant covenant

Lloyds Banking Group €140.0 - 0.8 3.2% 75% 1.75:1

FGH €87.7 - 3.3 3.4% 78% 1.55:1

UniCredit * €170.6 - 1.1 3.0% 85% 1.44:1

BNP Paribas Fortis €12.5 - 8.8 1.7% - -

ING €0.9 - 8.2 3.4% - -

DG Hyp €2.7 - 3.5 3.5% 70% 1.25:1

Total Euro facilities €414.4 -    

Total Euro facilities in GBP £345.1 -    

      

Lloyds Banking Group £35.7 - 2.0 4.6% 65% 1.60:1

Royal Bank of Scotland £7.0 - 4.1 4.4% 45% 3.00:1

Royal Bank of Scotland £4.0 - 4.1 7.7% 60% 2.00:1

Total facilities £391.8 - 1.8 3.6%  

* Net of Hansteen’s share of UniCredit bank loan

Kings Court Industrial Estate, Tyneside, UK
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Bank loan facilities as at 28 February 2014

Lender Facility Amount Unexpired All-in- Loan to Interest 
   undrawn term interest value cover  
 millions millions years rate covenant covenant

HSBC €108.0 - 5.0 3.3% 65% 2.00:1

FGH €87.3 - 3.1 3.4% 78% 1.55:1

Helaba €235.0 - 5.0 4.0% 65% 1.55:1

BNP Paribas Fortis €12.3 - 8.6 1.7% - -

ING €0.9 - 8.0 3.4% - -

DG Hyp €2.7 - 3.3 3.5% 70% 1.25:1

Total Euro facilities €446.2 -    

Total Euro facilities in GBP £367.7 -    

      

Lloyds Banking Group £29.0 - 1.8 4.6% 65% 1.60:1

Royal Bank of Scotland £6.8 - 3.9 4.4% 45% 3.00:1

Royal Bank of Scotland £4.0 - 3.9 7.7% 60% 2.00:1

Total facilities £407.5 - 4.4 3.7%  

In addition to the above bank 
ORDQ�IDFLOLWLHV��WKH�*URXS�KDV�D�
Ȝ���PLOOLRQ�ȴQDQFH�OHDVH�LQ�SODFH�WR�
fund a property in Belgium. As at 31 
'HFHPEHU�������WKH�OHDVH�KDV�DQ�
unexpired term of 10 years and an 
interest rate implicit in the lease of 
������ΖQ�DGGLWLRQ��WKH�*URXS�LVVXHG�
€100.0 million Convertible Bonds 
GXULQJ�WKH�\HDU��H[SLULQJ�������ZLWK�D�
coupon rate of 4.0%. 

Currency
Hansteen reports its results in 
6WHUOLQJ�DOWKRXJK��DW�SUHVHQW��
approximately 57.5% (£319.0 
million or €383.0 million) of its net 
assets at 31 December 2013 were 
denominated in Euros. 

The Board reviews its currency 
hedging policy on a regular basis. The 
current policy can be summarised as:

ȏɄ�+HGJLQJ�LQVWUXPHQWV�DUH�XVHG�
to cover a substantial proportion 
of Group Euro net assets and 
estimated net Euro income for 
the short-term.

ȏɄ�+HGJHV�DUH�LPSOHPHQWHG�DW�OHYHOV�
which the Board believe are cost 
HHFWLYH�

Hedging is employed as an insurance 
policy against the impact of a 
VLJQLȴFDQW�IDOO�LQ�WKH�YDOXH�RI�WKH�(XUR�
against Sterling rather than a means 
WR�VSHFXODWH�IRU�SURȴW��7KH�*URXSȇV�
investments in Europe are partly 
matched with Euro borrowings and to 

that extent there is a natural currency 
hedge. To mitigate the risk of a 
VLJQLȴFDQW�IDOO�LQ�WKH�6WHUOLQJ�YDOXH�RI�
the portfolio and the resulting fall in 
WKH�1$9�FDXVHG�E\�D�ZHDNHQLQJ�(XUR��
the Group has €200 million currency 
options at an average exchange rate 
of €1.2372 representing 52.2% of the 
current Euro denominated net assets. 
These options expire in June 2014.

$V�FRYHU�IRU�(XUR�LQFRPH��WKH�*URXS�
has hedged €70 million net Euro 
income with four options expiring at 
sixth monthly intervals on 30 June 
���������'HFHPEHU����������-XQH�
2015 and 31 December 2015. Each 
option is to put €17.5 million and 
call for GBP at an exchange rate of 
€1.3/£1. The options expiring on 30 
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June 2015 and 31 December 2015 
were entered into during the year. 
The aggregate premiums for these 
options were £0.4 million.

The markets
ΖQ�HDFK�UHJLRQ�LQ�ZKLFK�ZH�RSHUDWH��
two types of market demand are 
UHOHYDQW��ȴUVWO\�WHQDQW�GHPDQG�
as this governs the strength and 
sustainability of our rent rolls and 
secondly investor demand as this 
provides the backdrop to our buying 
and selling activity.

'XULQJ�WKH�VXPPHU�RI�������ZH�
recorded an improvement in investor 
sentiment particularly in the UK 
and therefore prepared a number 
of properties for sale during the 
second half of the year. This sales 
programme culminated in £76.4 
million of assets being sold in the 
ȴQDO�TXDUWHU�RI������SUHGRPLQDQWO\�
to UK Institutions and in nearly all 
cases at prices materially above the 
most recent valuation. Early evidence 
in 2014 suggests that UK appetite 
for regional industrial property 
remains high both from Institutional 
purchasers as well as national and 
local property companies who are 
buoyed by the improvement in 
RFFXSLHU�FRQȴGHQFH�DQG�DFFHVV�WR�
liquidity. 

Whilst it appears that this investor 
demand is driven to some extent by 
ZHLJKW�RI�PRQH\��DOO�WKH�+DQVWHHQ�
8.�RɝFHV�DUH�UHSRUWLQJ�LQFUHDVHG�
occupier enquiries and take-up which 
in previous cycles would be the 
precursor to rental growth.

In Germany the occupier market 
has been strong since the end of 
�����EXW�RXU�RɝFHV�LQ�*HUPDQ\�DUH�
reporting increased enquiries and 
further improving demand. Given 

Dusseldorf, Germany
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that in Germany the gulf between 
current light industrial rents and that 
which would be necessary to justify 
development is even larger than 
LQ�WKH�8.��LW�LV�OLNHO\�WKDW�FRQWLQXHG�
occupational strength will feed 
through into increasing rents at some 
stage. Investment demand for light 
industrial property in Germany has 
not yet shown the dramatic pick up 
we have seen in the UK but there are 
signs that it is on a similar trajectory 
albeit 6 to 12 months behind.  

ΖQ�WKH�%HQHOX[��WKHUH�DUH�HDUO\�VLJQV�
of investor activity and new bank 
lending in the light industrial sector 
after several years of almost total 
investor inactivity. It remains to be 
seen whether this improvement in 
sentiment will be sustained. To some 
extent this will depend on whether 
the occupational market also starts to 
materially improve. Whilst there are 
very early indications that this may be 
WKH�FDVH��SDUWLFXODUO\�LQ�%HOJLXP��ZH�
have yet to see a sustained increase 
in occupational demand in the 
Netherlands.

Outlook
During the last few years we 
have focused on buying well and 
consistently growing our earnings 
and dividends. Throughout that 
SHULRG�KRZHYHU��ZH�KDYH�DOZD\V�
believed that there would come a 
time in the cycle where our approach 
would produce value growth to 
enhance those income returns.

2013 has been a year in which we 
have seen the Hansteen business 
model prove its value. We have 
KLJKOLJKWHG�WKH�VLJQLȴFDQW�QXPEHU�
of properties purchased at a low 
SRLQW��LQ�WHUPV�RI�RFFXSDQF\��YDOXH�
and management) as well as the 
intensive management approach that 
we employ through a well establish 
regional network of asset managers. 
Both of these factors are key to the 
business model and have enabled us 
to sustainably increase rental yield 
and grow values. We have also been 
able to realise some of this added 
value in 2013 with opportunistic sales 
across all of our regions.

The second half of 2013 saw the 
investment and funding markets 
FKDQJH�VLJQLȴFDQWO\�IRU�WKH�EHWWHU�
IROORZLQJ�ȴYH�\HDUV�RI�GHFOLQH�DQG�
poor liquidity. This is particularly true 
in the UK with growing signs that 
the investment market in Germany 
will follow a similar path in time. At 
WKH�VDPH�WLPH��WR�D�OHVVHU�RU�JUHDWHU�
H[WHQW��LQ�HDFK�RI�RXU�UHJLRQV�WKH�
occupational market is improving. 
Having focused on buying properties 
with vacancies the combination of 
our successful asset management 
and the improving markets means 
that despite showing value growth 
in 2013 the yield of our portfolio was 
higher in December 2013 than it was 
LQ�'HFHPEHU�������)XUWKHUPRUH��
although we have materially 
LPSURYHG�RFFXSDQF\�OHYHOV��WKHUH�LV�
VWLOO�D�VLJQLȴFDQW�YDFDQW�HOHPHQW�ZLWK�
the potential to add both income 
DQG�YDOXH���$FFRUGLQJO\��ZH�DUH�ZHOO�
SRVLWLRQHG�WR�EHQHȴW�IURP�LPSURYLQJ�
market backdrop and expect 2014 to 
be a very active and successful one 
for Hansteen.

Morgan Jones
Joint Chief Executive

10 March 2014

Ian Watson
Joint Chief Executive

Richard Lowes
Finance Director



24

HANSTEEN HOLDINGS PLC

Section 1
Strategic Report

The Board recognises that risk 
management is essential for the 
Group to achieve its objectives. Whilst 
our principal risks have remained 
unchanged over the course of the 
\HDU��VHQLRU�PDQDJHPHQW�VWD�DQG�
the Board regularly consider the 
VLJQLȴFDQW�ULVNV��ZKLFK�LW�EHOLHYHV�DUH�
IDFLQJ�WKH�*URXS��LGHQWLI\�DSSURSULDWH�
controls and if necessary instigate 
action to improve those controls. 

There will always be some risk when 
undertaking property investments 
but the control process is aimed 
at mitigating and minimising these 
risks where possible. The key risks 
LGHQWLȴHG�E\�WKH�%RDUG��WKH�VWHSV�
taken to mitigate them and additional 
commentary is as follows:

Changes in the general economic 
environment expose the Group 
to a number of risks including 
falls in the value of its property 
LQYHVWPHQWV��ORVV�RI�UHQWDO�LQFRPH�
and increased vacant property 
costs due to the failure of tenants 
to renew or extend leases as well as 
the potential for tenants to become 
bankrupt. The Board believes these 
risks are reduced due to its policy of 
assembling a portfolio with a wide 
VSUHDG�RI�GLHUHQW�WHQDQFLHV�LQ�
WHUPV�RI�DFWXDO�WHQDQWV��LQGXVWU\�W\SH�
and geographical location as well as 
undertaking thorough due diligence 
on acquisitions. The level of exposure 
to individual tenants is regularly 
monitored to ensure they are within 
manageable limits. Rent deposits 
or bank guarantees are requested 

where appropriate to mitigate against 
WKH�HHFW�RI�WHQDQW�GHIDXOWV��:KHUH�
SRVVLEOH��SXUFKDVHV�DUH�DFKLHYHG�
at low capital values and with due 
LQYHVWLJDWLRQ�RI�WHQDQW�ȴQDQFHV�

Over-borrowing by the Group 
with inability to meet repayment 
UHTXLUHPHQWV��LQVXɝFLHQW�FUHGLW�
IDFLOLWLHV��VLJQLȴFDQW�LQWHUHVW�UDWH�
increases or facility covenant 
breaches represents a risk to the 
Group. In response to these risks 
Hansteen maintains a prudent 
approach to its borrowing levels 
by seeking to maintain headroom 
within its debt facility covenants 
and have cash resources that 
exceed immediate loan repayment 
requirements. The Board actively 
monitors current debt and equity 
levels as well as considering the 
future levels of debt and equity 
required to sustain the business. 
Current and projected compliance 
with loan covenants are monitored 
DQG�FRPSOLDQFH�FHUWLȴFDWHV�DUH�
prepared on a regular basis. For all 
money borrowed consideration is 
given to procuring the appropriate 
hedging instruments to protect 
against increases in interest rates.

By investing in property in mainland 
Europe the Group is exposed to 
a foreign currency exchange rate 
risk. In response to this risk the 
Group’s borrowings in Europe are 
in Euro denominated loan facilities 
DQG�WKHUHIRUH��WR�WKH�H[WHQW�WKDW�
LQYHVWPHQWV�DUH�ȴQDQFHG�E\�GHEW��D�
self hedging mechanism is in place. In 

relation to the equity element of the 
Group’s Euro investments the Board 
monitors the level of exposure on a 
regular basis and considers the level 
and timing of when to take out the 
appropriate hedging instruments to 
cover this exposure. There is also a 
risk that one or more of the countries 
that the Group operates in could 
OHDYH�WKH�(XUR�ZKLFK�PD\�DHFW�
the nature of the Group’s loans and 
derivatives or introduce new volatility 
and currency exposures for the 
Group to manage.

In addition to the need to act as a 
UHVSRQVLEOH�ODQGORUG��WKHUH�PD\�EH�
occasions when pollution on a site 
owned by a property investment 
company becomes its responsibility 
and risk of non compliance with laws 
and regulations is apparent. Each 
acquisition undertaken by the Group 
includes an environmental report 
from a specialist consultancy. These 
reports may highlight the need for 
further investigation and in some 
cases remediation. The Group’s 
policy is then to either undertake 
such investigations or remediation or 
potentially reject the purchase as no 
longer viable.

Loss of REIT status and payment 
of additional corporation tax 
would arise from a breach of REIT 
compliance requirements. The risk of 
a breach of certain limits imposed by 
REIT legislation is mitigated through 
regular review of the Group’s actual 
and forecast performance against 
REIT regime requirements. 

Principal Risks 
and Uncertainties
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Corporate
and Social Responsibility

Hansteen is committed to being 
socially and environmentally 
responsible. It is Hansteen’s policy 
to comply with environmental 
legislation and relevant codes of 
practice. Hansteen seeks to reduce 
HPLVVLRQV�DQG�SROOXWLRQ��ZKHUH�
possible. Details of our Greenhouse 
Gas emissions are detailed in the 
Directors’ Report on page 85. 

Hansteen supports local and national 
charities and regular events are held 
LQ�HDFK�RɝFH�WR�VXSSRUW�FKDULWDEOH�
FDXVHV��:H�KDYH�VXSSRUWHG�VWD�
who voluntarily gave up their time 
to teach children from local schools 
GXULQJ�ZRUNLQJ�KRXUV��$GGLWLRQDOO\��
a work experience programme has 
been established with a local school 
in London. 

Human rights 
Hansteen respects human rights and 
aims to provide assurance to internal 
and external stakeholders that we 
are committed to human rights 

and the principles of the Universal 
Declaration of Human Rights.

We are committed to creating 
and maintaining a positive and 
professional work environment that 
UHȵHFWV�DQG�UHVSHFWV�WKH�EDVLF�ULJKWV�
RI�IUHHGRP�WR�OHDG�D�GLJQLȴHG�OLIH��
IUHH�IURP�IHDU�RU�ZDQW��DQG�ZKHUH�
stakeholders are free to express 
their independent beliefs. Our 
employment policies and practices 
UHȵHFW�D�FXOWXUH�ZKHUH�GHFLVLRQV�DUH�
made solely on the basis of individual 
capability and potential in relation to 
the needs of the business.

Equality and diversity 
Hansteen is a company where every 
HPSOR\HH��FXUUHQW�DQG�SRWHQWLDO�
candidate has the opportunity to 
DFKLHYH�WKHLU�IXOO�SRWHQWLDO��DQG�ZKHUH�
people treat each other with dignity 
and respect. In our increasingly 
competitive business environment 
we understand that the performance 
and engagement of our employees is 

central to our business success. Our 
employment policies and practices 
UHȵHFW�D�FXOWXUH�ZKHUH�GHFLVLRQV�DUH�
made solely on the basis of individual 
capability and potential in relation to 
the needs of the business.

We recognise the value of a diverse 
workforce in helping us understand 
the needs of our large and diverse 
tenant base and that this can 
help ensure we tailor our services 
DFFRUGLQJO\��VXSSRUW�UHQWDO�JURZWK�
and tenant retention. We operate 
in increasingly diverse communities 
both in the UK and in the other 
territories; our diversity is evident 
LQ�RXU�ZRUNIRUFH�DQG�RXU�WHQDQWV��
suppliers and other stakeholders.

The Board is keen to ensure that 
+DQVWHHQ�EHQHȴWV�IURP�WKH�KLJKHVW�
quality Board comprising individuals 
with an appropriate balance of skills 
and experience. We are proud to be a 
diverse business at all levels. 

$V�DW����'HFHPEHU�������WKH�FRPSRVLWLRQ�RI�+DQVWHHQȇV�HPSOR\HHV��LQFOXGLQJ�ERWK�([HFXWLYH�DQG�1RQ�([HFXWLYH�
'LUHFWRUV��ZDV�DV�IROORZV�
 Male Female

Directors – Group (including Non-Executive Directors) 8 -

Senior managers and Company Secretary (excluding Directors) 4 2

$OO�VWD��H[FOXGLQJ�'LUHFWRUV�DQG�VHQLRU�PDQDJHUV�DQG�&RPSDQ\�6HFUHWDU\�� ��� ��

Board statement
7KH�$QQXDO�5HSRUW��WDNHQ�DV�D�ZKROH��
LV�IDLU��EDODQFHG�DQG�XQGHUVWDQGDEOH�
and provides the information 

necessary to assess the business 
PRGHO��VWUDWHJ\�DQG�SHUIRUPDQFH�
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Consolidated Income Statement
for the year ended 31 December 2013

  Group Group 
  2013 2012 
 Note £’000 £’000

Revenue 5 82,961� ������

Cost of sales 5 (13,801)� ��������

*URVV�SURȴW� �� 69,160� ������

Other operating income  -� �����

Administrative expenses  (19,768)� ��������

Share of results of associates 19 32,402� �����

2SHUDWLQJ�SURȴW�EHIRUH�JDLQV�RQ�LQYHVWPHQW�SURSHUWLHV�DQG�VDOH�RI�VXEVLGLDULHV� � 81,794� ������

3URȴW�RQ�VDOH�RI�LQYHVWPHQW�SURSHUWLHV� � 4,883 855

3URȴW�RQ�VDOH�RI�VXEVLGLDU\� � 1,308 56

Fair value gains on investment properties  12,556� ������

2SHUDWLQJ�SURȴW� � 100,541� ������

Finance income 11 6,616� �����

Finance costs 11 (41,817)� ��������

3URȴW�EHIRUH�WD[� � 65,340� ������

Tax 12 (7,290)� �������

3URȴW�IRU�WKH�\HDU 8 58,050� ������

Attributable to:   

Equity holders of the parent  58,001� ������

Non-controlling interests  49 178

  58,050� ������

Earnings per share   

Basic 14 9.1p 6.2p

Diluted 14 9.0p 6.2p

All results derive from continuing operations.
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Consolidated Statement
of Comprehensive Income
for the year ended 31 December 2013

  Group Group 
  2013 2012 
  £’000 £’000

3URȴW�IRU�WKH�\HDU�DIWHU�WD[� � 58,050� ������

Other comprehensive income/(expense):

([FKDQJH�GLHUHQFHV�DULVLQJ�RQ�WUDQVODWLQJ�IRUHLJQ�RSHUDWLRQV� � 8,233� �������

([FKDQJH�GLHUHQFHV�UHF\FOHG�WR�LQFRPH�VWDWHPHQW�RQ�GLVSRVDO�RI�VXEVLGLDU\� � - (171)

7RWDO�RWKHU�FRPSUHKHQVLYH�LQFRPH��H[SHQVH��IRU�WKH�\HDU��QHW�RI�LQFRPH�WD[� � 8,233� �������

Total comprehensive income for the year  66,283� ������

Attributable to:   

Equity holders of the parent  66,215� ������

Non-controlling interests  68 158

  66,283� ������

$OO�FRPSRQHQWV�RI�RWKHU�FRPSUHKHQVLYH�LQFRPH��H[SHQVH��ZLOO�EH�UHF\FOHG�WR�SURȴW�DQG�ORVV�
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Balance Sheets  as at 31 December 2013

  Group Group Company Company 
  2013 2012 2013 2012 
 Note £’000 £’000 £’000 £’000

Non-current assets

Goodwill 15 2,261� ������ - -

3URSHUW\��SODQW�DQG�HTXLSPHQW� ��� 291 208 - -

Investment property 17 834,863� �������� - -

Investment in subsidiary undertakings 18 - - 372,422� �������

Investment in associates 19 124,742� ������� - -

Deferred tax asset 20 1,673� ������ 1,583� �����

'HULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV� ��� 372� ������ 350� �����

  964,202� �������� 374,355� �������

Current assets

Investment properties held for sale 17 4,605� ������� - -

Trading properties 22 10,068� ������� - -

Trade and other receivables 23 63,279� ������� 169,726� �������

'HULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV� ��� 1,641 176 1,641 176

Cash and cash equivalents 24 57,779� �������� 28,534� ������

   137,372� �������� 199,901� �������

Total assets  1,101,574� ���������� 574,256� �������

Current liabilities

Trade and other payables 25 (31,255)� ��������� (132,487)� ���������

Current tax liabilities  (2,144)� �������� (426) -

'HULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV� ��� (471) - (471) -

Borrowings 26 (125,457)� �������� - -

2EOLJDWLRQV�XQGHU�ȴQDQFH�OHDVHV� ��� (178) (165) - -

  (159,505)� ��������� (133,384)� ���������
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  Group Group Company Company 
  2013 2012 2013 2012 
 Note £’000 £’000 £’000 £’000

Non-current liabilities     

Borrowings 26 (364,438)� ���������� - -

2EOLJDWLRQV�XQGHU�ȴQDQFH�OHDVHV� ��� (2,864)� �������� - -

'HULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV� ��� (4,470)� ��������� (20,277)� �������

Deferred tax liabilities 20 (15,298)� ��������� - -

   (387,070)� ���������� (20,277)� �������

Total liabilities  (546,575)� ���������� (153,661)� ���������

Net assets  554,999� �������� 420,595� �������

Equity     

Share capital 28 64,050� ������� 64,050� ������

Share premium  114,157� �������� 114,157� �������

Other reserves  327 - - -

Translation reserves  32,119� ������� - -

Retained earnings  344,004� �������� 242,388� �������

Equity attributable to equity holders of the parent  554,657� �������� 420,595� �������

Non-controlling interest  342 976 - -

Total equity  554,999� �������� 420,595� �������

7KH�ȴQDQFLDO�VWDWHPHQWV�RI�+DQVWHHQ�+ROGLQJV�3/&��UHJLVWHUHG�QXPEHU�����������ZHUH�DSSURYHG�E\�WKH�%RDUG�RI�'LUHFWRUV�DQG�
authorised for issue on 10 March 2014. Signed on behalf of the Board of Directors

Morgan Jones and Ian Watson 
Joint Chief Executives 
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Statements of Changes
in Equity
for the year ended 31 December 2013

Group       Non- 
 Share Share Translation Other Retained  Controlling 
 capital premium reserves reserves earnings Total interest Total 
 £’000 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Balance at 1 January 2012 ������� �������� ������� �� �������� �������� ���� �������

'LYLGHQGV� �� �� �� �� ��������� ��������� �� ��������

Share-based payments - - - - 431 431 - 431

3URȴW�IRU�WKH�\HDU� �� �� �� �� ������� ������� ���� ������

2WKHU�FRPSUHKHQVLYH�H[SHQVH�IRU�WKH�\HDU� �� �� �������� �� �� �������� ����� �������

Balance at 31 December 2012 ������� �������� ������� �� �������� �������� ���� �������

Dividends - - - - (29,385) (29,385) - (29,385)

Share-based payments - - - - 780 780 - 780

Share options exercised 130 1,088 - - (254) 964 - 964

Shares issued as consideration  
for minority interest 37 338 - 327 - 702 (702) -

3URȴW�IRU�WKH�\HDU - - - - 58,001 58,001 49 58,050

Other comprehensive income for the year - - 8,214 - - 8,214 19 8,233

Balance at 31 December 2013 64,050 114,157 32,119 327 344,004 554,657 342 554,999
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Company     
 Share Share Retained  
 capital premium earnings Total 
 £’000 £’000 £’000 £’000

Balance at 1 January 2012 ������� �������� �������� �������

'LYLGHQGV� �� �� ��������� ��������

Share-based payments - - 431 431

3URȴW�IRU�WKH�\HDU� �� �� ������ �����

Balance at 31 December 2012 ������� �������� �������� �������

Dividends - - (29,385) (29,385)

Share-based payments - - 780 780

Share options exercised 130 1,088 (254) 964

Shares issued  37 338 - 375

3URȴW�IRU�WKH�\HDU� - - -34,179 34,179

Balance at 31 December 2013 64,050 114,157 242,388 420,595

$V�SHUPLWWHG�E\�VHFWLRQ�����RI�WKH�&RPSDQLHV�$FW�������WKH�ΖQFRPH�6WDWHPHQW�RI�WKH�&RPSDQ\�LV�QRW�SUHVHQWHG�DV�SDUW�RI�
WKHVH�DFFRXQWV��7KH�&RPSDQ\ȇV�SURȴW�IRU�WKH�ȴQDQFLDO�\HDU�DPRXQWHG�WR�e������������������e�����������
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Cash Flow Statements
for the year ended 31 December 2013

  Group Group Company Company 
  2013 2012 2013 2012 
 Note £’000 £’000 £’000 £’000

1HW�FDVK�LQȵRZ��RXWȵRZ�IURP�RSHUDWLQJ�DFWLYLWLHV 29 33,476� ������� (53,676)� ������

Investing activities     

Interest received  1,192� ������ 3,093� �����

Dividends received  - - 128,726� ������

Investments in subsidiaries  - - (113,125)� ��������

Investments in associates  (65,219) - - -

Acquisition of business  (267) - - -

Sale of subsidiary  23,494 979 - -

$GGLWLRQV�WR�SURSHUW\��SODQW�DQG�HTXLSPHQW� � (209) (80) - -

Additions to investment properties  (99,535)� ��������� - -

Proceeds from sale of investment properties  63,165� ������� - -

Loan acquired  (36,563) - - -

Distributions received from associates  3,481� ������ - -

1HW�FDVK��XVHG�LQ��JHQHUDWHG�E\�LQYHVWLQJ�DFWLYLWLHV  (110,461)� ��������� 18,694� ��������

Financing activities     

Dividends paid  (28,961)� ��������� (28,961)� ��������

Proceeds from issue of shares at a premium net of expenses  963 - 963 -

5HSD\PHQWV�RI�REOLJDWLRQV�XQGHU�ȴQDQFH�OHDVHV� � (176) (158) - -

New borrowings raised (net of expenses)  189,463� ������ (1,639) -

Bank loans repaid (net of expenses)  (144,368)� ��������� - -

$GGLWLRQV�WR�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV� � (389)� ��������� (389)� ��������

3URFHHGV�RQ�GLVSRVDO�RI�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV� � -� ������ -� �����

6HWWOHPHQW�RI�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV� � -� �������� - -

1HW�FDVK�JHQHUDWHG�E\��XVHG�LQ��ȴQDQFLQJ�DFWLYLWLHV  16,532� ��������� (30,026)� ��������

Net decrease in cash and cash equivalents  (60,453)� ��������� (65,008)� ��������

Cash and cash equivalents at beginning of year  118,916� �������� 95,660� �������

(HFW�RI�FKDQJHV�LQ�IRUHLJQ�H[FKDQJH�UDWHV� � (684) (824) (2,118) (206)

Cash and cash equivalents at end of year 24 57,779� �������� 28,534� ������



35

ANNUAL REPORT AND ACCOUNTS 2013

Notes
to the Financial Statements

1. General information
Hansteen Holdings PLC is a company which was incorporated in the United Kingdom and registered in England and 
Wales on 27 October 2005. The Company is required to comply with the provisions of the Companies Act 2006. The 
DGGUHVV�RI�WKH�UHJLVWHUHG�RɝFH�LV��WK�)ORRU��&ODUHQGRQ�+RXVH�����&OLRUG�6WUHHW��/RQGRQ�:�6��//�

The Group’s principal activity is investing in mainly industrial properties in Continental Europe and the United 
.LQJGRP��7KHVH�ȴQDQFLDO�VWDWHPHQWV�DUH�SUHVHQWHG�LQ�3RXQGV�6WHUOLQJ�EHFDXVH�WKDW�LV�WKH�FXUUHQF\�RI�WKH�SULPDU\�
economic environment in which the Company operates. Foreign operations are included in accordance with the 
policies set out in note 3.

2. Adoption of new and revised standards
The following new and revised Standards and Interpretations have been adopted in the current year. Their 
DGRSWLRQ�KDV�QRW�KDG�DQ\�VLJQLȴFDQW�LPSDFW�RQ�WKH�DPRXQWV�UHSRUWHG�LQ�WKHVH�ȴQDQFLDO�VWDWHPHQWV�

� ȏɄ�$QQXDO�ΖPSURYHPHQWV�WR�Ζ)56V��� ȏɄ$QQXDO�ΖPSURYHPHQWV�WR�Ζ)56V 
2009-2011 Cycle (May 2012)

� ȏɄ�$PHQGPHQWV�WR�Ζ)56����0DUFK������� ȏɄ*RYHUQPHQW�/RDQV
� ȏɄ�$PHQGPHQWV�WR�Ζ)56����'HF������� ȏɄ�'LVFORVXUHV�Ȃ�2VHWWLQJ�)LQDQFLDO�$VVHWV�DQG�)LQDQFLDO�

Liabilities
� ȏɄ�Ζ$6�����UHYLVHG�-XQH������� ȏɄ(PSOR\HH�%HQHȴWV
� ȏɄ�Ζ)56���� ȏɄ)DLU�9DOXH�0HDVXUHPHQW
� ȏɄ�Ζ)5Ζ&���� ȏɄ�6WULSSLQJ�&RVWV�LQ�WKH�3URGXFWLRQ�3KDVH�RI�D�6XUIDFH�0LQH�

6WDQGDUGV��DPHQGPHQWV�DQG�LQWHUSUHWDWLRQV�WR�H[LVWLQJ�VWDQGDUGV�WKDW�DUH�QRW�\HW�HHFWLYH�DQG�KDYH�QRW�EHHQ�
adopted early by the Group:

� ȏɄ�$PHQGPHQWV�WR�Ζ$6�����-XQ������� ȏɄ�1RYDWLRQ�RI�'HULYDWLYHV�DQG�&RQWLQXDWLRQ�RI�+HGJH�
Accounting

� ȏɄ�$PHQGPHQWV�WR�Ζ$6�����0D\������� ȏɄ�5HFRYHUDEOH�$PRXQW�'LVFORVXUHV�IRU�1RQ�)LQDQFLDO�$VVHWV
� ȏɄ�$PHQGPHQWV�WR�Ζ)56�����Ζ)56����� ȏɄΖQYHVWPHQW�(QWLWLHV 

and IAS 27 (Oct 2012)
� ȏɄ�$PHQGPHQWV�WR�Ζ$6�����'HF������� ȏɄ�2VHWWLQJ�)LQDQFLDO�$VVHWV�DQG�)LQDQFLDO�/LDELOLWLHV
� ȏɄ�Ζ)56��� ȏɄ)LQDQFLDO�ΖQVWUXPHQWV
� ȏɄ�Ζ)56���� ȏɄ'LVFORVXUH�RI�ΖQWHUHVWV�LQ�2WKHU�(QWLWLHV
� ȏɄ�Ζ)56���� ȏɄ-RLQW�$UUDQJHPHQWV
� ȏɄ�Ζ)56���� ȏɄ&RQVROLGDWHG�)LQDQFLDO�6WDWHPHQWV
� ȏɄ�Ζ$6�����UHYLVHG�0D\������� ȏɄΖQYHVWPHQWV�LQ�$VVRFLDWHV�DQG�-RLQW�9HQWXUHV
� ȏɄ�Ζ$6�����UHYLVHG�0D\������� ȏɄ6HSDUDWH�)LQDQFLDO�6WDWHPHQWV
� ȏɄ�Ζ)5Ζ&���� ȏɄ/HYLHV

The Directors are currently evaluating the impact of the adoption of the above standards and interpretations in 
IXWXUH�SHULRGV�RQ�WKH�ȴQDQFLDO�VWDWHPHQWV�RI�WKH�*URXS�
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3. Significant accounting policies 

Basis of accounting
7KH�ȴQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�RQ�D�JRLQJ�FRQFHUQ�EDVLV��DV�GHWDLOHG�LQ�WKH�'LUHFWRUVȇ�5HSRUW�RQ�SDJH�
82 and in accordance with International Financial Reporting Standards (‘IFRSs’) adopted by the European Union and 
WKHUHIRUH�WKH�*URXS�ȴQDQFLDO�VWDWHPHQWV�FRPSO\�ZLWK�$UWLFOH���RI�WKH�(8�Ζ$6�5HJXODWLRQ�

7KH�ȴQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�RQ�WKH�KLVWRULFDO�FRVW�EDVLV��H[FHSW�IRU�WKH�UHYDOXDWLRQ�RI�LQYHVWPHQW�
SURSHUWLHV�DQG�FHUWDLQ�ȴQDQFLDO�LQVWUXPHQWV��

Certain comparative amounts have been adjusted where relevant to ensure comparability with the current year’s 
SUHVHQWDWLRQ��7KH�SUHSDUDWLRQ�RI�ȴQDQFLDO�VWDWHPHQWV�LQ�FRQIRUPLW\�ZLWK�JHQHUDOO\�DFFHSWHG�DFFRXQWLQJ�SULQFLSOHV�
UHTXLUHV�WKH�XVH�RI�HVWLPDWHV�DQG�DVVXPSWLRQV�WKDW�DHFW�WKH�UHSRUWHG�DPRXQWV�RI�DVVHWV�DQG�OLDELOLWLHV�DW�WKH�
GDWH�RI�WKH�ȴQDQFLDO�VWDWHPHQWV�DQG�WKH�UHSRUWHG�DPRXQWV�RI�UHYHQXHV�DQG�H[SHQVHV�GXULQJ�WKH�UHSRUWLQJ�SHULRG��
$OWKRXJK�WKHVH�HVWLPDWHV�DUH�EDVHG�RQ�PDQDJHPHQWȇV�EHVW�NQRZOHGJH�RI�WKH�DPRXQW��HYHQW�RU�DFWLRQV��DFWXDO�
UHVXOWV�PD\�GLHU�IURP�WKRVH�HVWLPDWHV��

Basis of consolidation
7KH�FRQVROLGDWHG�ȴQDQFLDO�VWDWHPHQWV�LQFRUSRUDWH�WKH�ȴQDQFLDO�VWDWHPHQWV�RI�WKH�&RPSDQ\�DQG�HQWLWLHV�FRQWUROOHG�
by the Company (its subsidiaries) made up to 31 December. Control is achieved where the Company has the power 
WR�JRYHUQ�WKH�ȴQDQFLDO�DQG�RSHUDWLQJ�SROLFLHV�RI�DQ�LQYHVWHH�HQWLW\�VR�DV�WR�REWDLQ�EHQHȴWV�IURP�LWV�DFWLYLWLHV�

1RQ�FRQWUROOLQJ�LQWHUHVWV�LQ�WKH�QHW�DVVHWV�RI�FRQVROLGDWHG�VXEVLGLDULHV�DUH�LGHQWLȴHG�VHSDUDWHO\�IURP�WKH�*URXSȇV�
equity. Non-controlling interests consist of the amount of those interests at the date of the original business 
combination and the non-controlling interests’ share of changes in equity since the date of the combination. Losses 
applicable to the non-controlling interest in excess of the non-controlling interest in the subsidiary’s equity are 
allocated against the interest of the Group except to the extent that the non-controlling has a binding obligation 
and is able to make an additional investment to cover the losses.

The results of subsidiaries acquired or disposed of during the year are included in the consolidated income 
VWDWHPHQW�IURP�WKH�HHFWLYH�GDWH�RI�DFTXLVLWLRQ�RU�XS�WR�WKH�HHFWLYH�GDWH�RI�GLVSRVDO��

$GMXVWPHQWV�DUH�PDGH�WR�WKH�ȴQDQFLDO�VWDWHPHQWV�RI�VXEVLGLDULHV�WR�EULQJ�WKH�DFFRXQWLQJ�SROLFLHV�XVHG�LQWR�OLQH�
with those used by the Group.

$OO�LQWUD�JURXS�WUDQVDFWLRQV��EDODQFHV��LQFRPH�DQG�H[SHQVHV�DUH�HOLPLQDWHG�RQ�FRQVROLGDWLRQ�

Business combinations
Acquisitions of subsidiaries are accounted for using the acquisition method. The cost of the acquisition is measured 
DW�WKH�DJJUHJDWH�RI�WKH�IDLU�YDOXHV��DW�WKH�GDWH�RI�H[FKDQJH��RI�DVVHWV�JLYHQ��OLDELOLWLHV�LQFXUUHG�RU�DVVXPHG��DQG�
equity instruments issued by the Group. Acquisition-related costs are recognised in the income statement as 
LQFXUUHG��7KH�DFTXLUHHȇV�LGHQWLȴDEOH�DVVHWV�DQG�OLDELOLWLHV�DUH�UHFRJQLVHG�DW�WKHLU�IDLU�YDOXHV�DW�WKH�DFTXLVLWLRQ�GDWH�

*RRGZLOO�LV�PHDVXUHG�DV�WKH�H[FHVV�RI�WKH�VXP�RI�WKH�FRQVLGHUDWLRQ�WUDQVIHUUHG��WKH�DPRXQW�RI�DQ\�QRQ�FRQWUROOLQJ�
LQWHUHVWV�LQ�WKH�DFTXLUHH�DQG�WKH�IDLU�YDOXH�RI�WKH�*URXSȇV�SUHYLRXVO\�KHOG�HTXLW\�LQWHUHVW�LQ�WKH�DFTXLUHH��LI�DQ\��RYHU�
WKH�QHW�DPRXQWV�RI�LGHQWLȴDEOH�DVVHWV�DFTXLUHG�DQG�OLDELOLWLHV�DVVXPHG�DW�WKH�DFTXLVLWLRQ�GDWH��

If the initial accounting for a business combination is incomplete by the end of the reporting period in which the 
FRPELQDWLRQ�RFFXUV��WKH�*URXS�UHSRUWV�SURYLVLRQDO�DPRXQWV�IRU�WKH�LWHPV�IRU�ZKLFK�WKH�DFFRXQWLQJ�LV�LQFRPSOHWH��
7KRVH�SURYLVLRQDO�DPRXQWV�DUH�DGMXVWHG�GXULQJ�WKH�PHDVXUHPHQW�SHULRG��RU�DGGLWLRQDO�DVVHWV�DQG�OLDELOLWLHV�DUH�
UHFRJQLVHG��WR�UHȵHFW�QHZ�LQIRUPDWLRQ�REWDLQHG�DERXW�IDFWV�DQG�FLUFXPVWDQFHV�WKDW�H[LVWHG�DV�RI�WKH�DFTXLVLWLRQ�
GDWH�WKDW��LI�NQRZQ��ZRXOG�KDYH�DHFWHG�WKH�DPRXQWV�UHFRJQLVHG�DV�RI�WKDW�GDWH��

The measurement period is the period from the date of acquisition to the date the Group obtains complete 
information about facts and circumstances that existed as of the acquisition date and is subject to a maximum of 
one year. 
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Non-controlling interests in the acquiree are measured at the non-controlling shareholder’s proportionate share of 
WKH�DFTXLUHHȇV�LGHQWLȴDEOH�QHW�DVVHWV��

Goodwill arising in a business combination is recognised as an asset and initially measured at cost. If the Group’s 
LQWHUHVW�LQ�WKH�IDLU�YDOXH�RI�WKH�DFTXLUHHȇV�LGHQWLȴDEOH�DVVHWV��OLDELOLWLHV�DQG�FRQWLQJHQW�OLDELOLWLHV�H[FHHGV�WKH�VXP�
RI�WKH�FRQVLGHUDWLRQ�WUDQVIHUUHG�DQG�WKH�DPRXQW�RI�DQ\�QRQ�FRQWUROOLQJ�LQWHUHVW�LQ�WKH�DFTXLUHH��WKH�H[FHVV�LV�
UHFRJQLVHG�LPPHGLDWHO\�LQ�SURȴW�RU�ORVV�DV�D�EDUJDLQ�SXUFKDVH�JDLQ��7KLV�LV�LQFOXGHG�LQ�WKH�*URXSȇV�VKDUH�RI�UHVXOWV�
of associates. 

*RRGZLOO�LV�DOORFDWHG�WR�HDFK�RI�WKH�*URXSȇV�FDVK�JHQHUDWLQJ�XQLWV�H[SHFWHG�WR�EHQHȴW�IURP�WKH�FRPELQDWLRQ��&DVK�
JHQHUDWLQJ�XQLWV�WR�ZKLFK�JRRGZLOO�KDV�EHHQ�DOORFDWHG�DUH�WHVWHG�IRU�LPSDLUPHQW�DQQXDOO\��RU�PRUH�IUHTXHQWO\�ZKHQ�
there is an indication that the unit may be impaired. If the recoverable amount of the cash-generating unit is less 
WKDQ�WKH�FDUU\LQJ�DPRXQW�RI�WKH�XQLW��WKH�LPSDLUPHQW�ORVV�LV�DOORFDWHG�ȴUVW�WR�UHGXFH�WKH�FDUU\LQJ�DPRXQW�RI�DQ\�
goodwill allocated to the unit and then to the other assets of the unit pro-rata on the basis of the carrying amount 
of each asset in the unit. An impairment loss recognised for goodwill is not reversed in a subsequent period.

Non-current assets held for sale
1RQ�FXUUHQW�DVVHWV�DQG�GLVSRVDO�JURXSV�DUH�FODVVLȴHG�DV�KHOG�IRU�VDOH�LI�WKHLU�FDUU\LQJ�DPRXQW�ZLOO�EH�UHFRYHUHG�
through a sale transaction rather than through continuing use. This condition is regarded as met only when the 
sale is highly probable and the asset (or disposal group) is available for immediate sale in its present condition. 
Management must be committed to the sale which should be expected to qualify for recognition as a completed 
VDOH�ZLWKLQ�RQH�\HDU�IURP�WKH�GDWH�RI�FODVVLȴFDWLRQ�

1RQ�FXUUHQW�DVVHWV��DQG�GLVSRVDO�JURXSV��FODVVLȴHG�DV�KHOG�IRU�VDOH��H[FHSW�LQYHVWPHQW�SURSHUWLHV��DUH�PHDVXUHG�DW�
WKH�ORZHU�RI�FDUU\LQJ�DPRXQW�DQG�IDLU�YDOXH�OHVV�FRVWV�WR�VHOO��ΖQYHVWPHQW�SURSHUWLHV�FODVVLȴHG�DV�KHOG�IRU�VDOH�DUH�
carried at fair value.

Revenue recognition
Revenue is measured at the fair value of the consideration received or receivable and represents amounts 
UHFHLYDEOH�IRU�JRRGV�DQG�VHUYLFHV�SURYLGHG�LQ�WKH�QRUPDO�FRXUVH�RI�EXVLQHVV��QHW�RI�GLVFRXQWV��9$7�DQG�RWKHU�VDOHV�
related taxes.

5HQWDO�LQFRPH�LV�UHFRJQLVHG�RQ�DQ�DFFUXDOV�EDVLV��:KHUH�D�OHDVH�LQFHQWLYH�LV�JUDQWHG��ZKLFK�GRHV�QRW�HQKDQFH�WKH�
YDOXH�RI�WKH�SURSHUW\��RU�D�UHQW�IUHH�SHULRG�LV�JUDQWHG��WKH�HHFWLYH�FRVW�LV�DPRUWLVHG�RQ�D�VWUDLJKW�OLQH�EDVLV�RYHU�
the lease term. 

Property management fees are recognised in the period to which they relate.

ΖQWHUHVW�LQFRPH�LV�DFFUXHG�RQ�D�WLPH�EDVLV��E\�UHIHUHQFH�WR�WKH�SULQFLSDO�RXWVWDQGLQJ�DQG�DW�WKH�HHFWLYH�LQWHUHVW�
rate applicable.

5HYHQXH�IURP�WKH�VDOH�RI�WUDGLQJ�DQG�LQYHVWPHQW�SURSHUWLHV�LV�UHFRJQLVHG�ZKHQ�WKH�VLJQLȴFDQW�ULVNV�DQG�UHWXUQV�
have been transferred to the buyer. This generally coincides with the transfer of the legal title or the passing 
RI�SRVVHVVLRQ�WR�WKH�EX\HU��7KH�SURȴW�RQ�GLVSRVDO�RI�WUDGLQJ�DQG�LQYHVWPHQW�SURSHUWLHV�LV�GHWHUPLQHG�DV�WKH�
GLHUHQFH�EHWZHHQ�WKH�FRQVLGHUDWLRQ�UHFHLYHG�DQG�WKH�FDUU\LQJ�DPRXQW�RI�WKH�DVVHW�DW�WKH�FRPPHQFHPHQW�RI�WKH�
accounting period plus any additions in the period.

Leasing
/HDVHV�DUH�FODVVLȴHG�DV�ȴQDQFH�OHDVHV�ZKHQHYHU�WKH�WHUPV�RI�WKH�OHDVH�WUDQVIHU�VXEVWDQWLDOO\�DOO�WKH�ULVNV�DQG�
UHZDUGV�RI�RZQHUVKLS�WR�WKH�OHVVHH��$OO�RWKHU�OHDVHV�DUH�FODVVLȴHG�DV�RSHUDWLQJ�OHDVHV��:KHUH�D�SURSHUW\�LV�KHOG�
under a head lease it is initially recognised as an asset as the sum of the premium paid on acquisition and the 
present value of minimum ground rent payments. The corresponding rent liability to the head leaseholder is 
LQFOXGHG�LQ�WKH�EDODQFH�VKHHW�DV�D�ȴQDQFH�OHDVH�REOLJDWLRQ��:KHUH�RQO\�WKH�EXLOGLQJV�HOHPHQW�RI�D�SURSHUW\�OHDVH�
LV�FODVVLȴHG�DV�D�ȴQDQFH�OHDVH��WKH�JURXQG�UHQW�SD\PHQWV�IRU�WKH�ODQG�HOHPHQW�DUH�VKRZQ�ZLWKLQ�RSHUDWLQJ�OHDVHV��
Rentals payable under operating leases are charged to the income statement on a straight-line basis over the 
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WHUP�RI�WKH�UHOHYDQW�OHDVH��:KHQ�DFFRXQWLQJ�IRU�D�OHDVH�RI�ODQG�DQG�EXLOGLQJV��WKH�*URXS�FRQVLGHUV�WKH�ODQG�DQG�
buildings elements separately. The Group does not classify those land elements that are held under operating 
leases as investment property.

Foreign currencies
7KH�LQGLYLGXDO�ȴQDQFLDO�VWDWHPHQWV�RI�HDFK�*URXS�FRPSDQ\�DUH�SUHVHQWHG�LQ�WKH�FXUUHQF\�RI�WKH�SULPDU\�HFRQRPLF�
HQYLURQPHQW�LQ�ZKLFK�LW�RSHUDWHV��LWV�IXQFWLRQDO�FXUUHQF\���)RU�WKH�SXUSRVH�RI�WKH�FRQVROLGDWHG�ȴQDQFLDO�VWDWHPHQWV��
WKH�UHVXOWV�DQG�ȴQDQFLDO�SRVLWLRQ�RI�HDFK�*URXS�FRPSDQ\�DUH�H[SUHVVHG�LQ�3RXQGV�6WHUOLQJ��ZKLFK�LV�WKH�IXQFWLRQDO�
FXUUHQF\�RI�WKH�&RPSDQ\��DQG�WKH�SUHVHQWDWLRQ�FXUUHQF\�IRU�WKH�FRQVROLGDWHG�ȴQDQFLDO�VWDWHPHQWV�

ΖQ�SUHSDULQJ�WKH�ȴQDQFLDO�VWDWHPHQWV�RI�WKH�LQGLYLGXDO�FRPSDQLHV��WUDQVDFWLRQV�LQ�FXUUHQFLHV�RWKHU�WKDQ�WKH�HQWLW\ȇV�
functional currency (foreign currencies) are recorded at the rates of exchange prevailing on the dates of the 
WUDQVDFWLRQV��$W�HDFK�EDODQFH�VKHHW�GDWH��PRQHWDU\�DVVHWV�DQG�OLDELOLWLHV�WKDW�DUH�GHQRPLQDWHG�LQ�IRUHLJQ�FXUUHQFLHV�
are retranslated at the rates prevailing on the balance sheet date. Non-monetary items carried at fair value that 
are denominated in foreign currencies are translated at the rates prevailing at the date when the fair value was 
determined. Non-monetary items that are measured in terms of historical cost in a foreign currency are not 
retranslated.

([FKDQJH�GLHUHQFHV�DULVLQJ�RQ�WKH�VHWWOHPHQW�RI�PRQHWDU\�LWHPV��DQG�RQ�WKH�UHWUDQVODWLRQ�RI�PRQHWDU\�LWHPV��
DUH�LQFOXGHG�LQ�SURȴW�RU�ORVV�IRU�WKH�SHULRG�LQ�ZKLFK�WKH\�DULVH��([FKDQJH�GLHUHQFHV�DULVLQJ�RQ�WKH�UHWUDQVODWLRQ�RI�
QRQ�PRQHWDU\�LWHPV�FDUULHG�DW�IDLU�YDOXH�DUH�LQFOXGHG�LQ�SURȴW�RU�ORVV�IRU�WKH�SHULRG�LQ�ZKLFK�WKH\�DULVH�H[FHSW�IRU�
GLHUHQFHV�DULVLQJ�RQ�WKH�UHWUDQVODWLRQ�RI�QRQ�PRQHWDU\�LWHPV�LQ�UHVSHFW�RI�ZKLFK�JDLQV�DQG�ORVVHV�DUH�UHFRJQLVHG�
GLUHFWO\�LQ�HTXLW\��)RU�VXFK�QRQ�PRQHWDU\�LWHPV��DQ\�H[FKDQJH�FRPSRQHQW�RI�WKDW�JDLQ�RU�ORVV�LV�DOVR�UHFRJQLVHG�
directly in equity.

)RU�WKH�SXUSRVH�RI�SUHVHQWLQJ�FRQVROLGDWHG�ȴQDQFLDO�VWDWHPHQWV��WKH�DVVHWV�DQG�OLDELOLWLHV�RI�WKH�*URXSȇV�IRUHLJQ�
operations are translated at exchange rates prevailing on the balance sheet date. Income and expense items are 
WUDQVODWHG�DW�WKH�DYHUDJH�H[FKDQJH�UDWHV�IRU�WKH�SHULRG��XQOHVV�H[FKDQJH�UDWHV�ȵXFWXDWH�VLJQLȴFDQWO\�GXULQJ�WKDW�
SHULRG��LQ�ZKLFK�FDVH�WKH�H[FKDQJH�UDWHV�DW�WKH�GDWH�RI�WUDQVDFWLRQV�DUH�XVHG��([FKDQJH�GLHUHQFHV�DULVLQJ��LI�
DQ\��DUH�FODVVLȴHG�DV�HTXLW\�DQG�WUDQVIHUUHG�WR�WKH�*URXSȇV�IRUHLJQ�FXUUHQF\�WUDQVODWLRQ�UHVHUYH��6XFK�WUDQVODWLRQ�
GLHUHQFHV�DUH�UHFRJQLVHG�DV�LQFRPH�RU�DV�H[SHQVHV�LQ�WKH�SHULRG�LQ�ZKLFK�WKH�RSHUDWLRQ�LV�GLVSRVHG�RI�

Share-based payments
The fair value of equity-settled share-based payments to employees is determined at the date of grant and 
is expensed on a straight-line basis over the vesting period based on the Company’s estimate of options that 
will eventually vest. Fair value is measured by use of a binomial model or the Company’s share price less the 
GLVFRXQWHG�YDOXH�RI�HVWLPDWHG�IXWXUH�GLYLGHQGV��DV�DSSURSULDWH��7KH�H[SHFWHG�OLIH�XVHG�LQ�WKH�ELQRPLDO�PRGHO�KDV�
EHHQ�DGMXVWHG�EDVHG�RQ�PDQDJHPHQWȇV�EHVW�HVWLPDWH��IRU�WKH�HHFWV�RI�QRQ�WUDQVIHUDELOLW\��H[HUFLVH�UHVWULFWLRQV�
and behavioural considerations.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.

7KH�WD[�FXUUHQWO\�SD\DEOH�LV�EDVHG�RQ�WD[DEOH�SURȴW�IRU�WKH�\HDU��7D[DEOH�SURȴW�GLHUV�IURP�QHW�SURȴW�DV�UHSRUWHG�LQ�
the income statement because it excludes items of income or expense that are taxable or deductible in other years 
and it further excludes items that are never taxable or deductible. The Group’s liability for current and deferred tax 
is calculated using tax rates that have been enacted or substantively enacted by the balance sheet date.

'HIHUUHG�WD[�LV�WKH�WD[�H[SHFWHG�WR�EH�SD\DEOH�RU�UHFRYHUDEOH�RQ�GLHUHQFHV�EHWZHHQ�WKH�FDUU\LQJ�DPRXQWV�RI�
DVVHWV�DQG�OLDELOLWLHV�LQ�WKH�ȴQDQFLDO�VWDWHPHQWV�DQG�WKH�FRUUHVSRQGLQJ�WD[�EDVHV�XVHG�LQ�WKH�FRPSXWDWLRQ�RI�
WD[DEOH�SURȴW��DQG�LV�DFFRXQWHG�IRU�XVLQJ�WKH�EDODQFH�VKHHW�OLDELOLW\�PHWKRG��'HIHUUHG�WD[�OLDELOLWLHV�DUH�JHQHUDOO\�
UHFRJQLVHG�IRU�DOO�WD[DEOH�WHPSRUDU\�GLHUHQFHV�DQG�GHIHUUHG�WD[�DVVHWV�DUH�UHFRJQLVHG�WR�WKH�H[WHQW�WKDW�LW�LV�
SUREDEOH�WKDW�WD[DEOH�SURȴWV�ZLOO�EH�DYDLODEOH�DJDLQVW�ZKLFK�GHGXFWLEOH�WHPSRUDU\�GLHUHQFHV�FDQ�EH�XWLOLVHG��
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Deferred tax is measured on a non-discounted basis.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or 
WKH�DVVHW�LV�UHDOLVHG��'HIHUUHG�WD[�LV�FKDUJHG�RU�FUHGLWHG�LQ�WKH�LQFRPH�VWDWHPHQW��H[FHSW�ZKHQ�LW�UHODWHV�WR�LWHPV�
FKDUJHG�RU�FUHGLWHG�GLUHFWO\�WR�HTXLW\��LQ�ZKLFK�FDVH�WKH�GHIHUUHG�WD[�LV�DOVR�GHDOW�ZLWK�LQ�HTXLW\��

'HIHUUHG�WD[�DVVHWV�DQG�OLDELOLWLHV�DUH�RVHW�ZKHQ�WKHUH�LV�D�OHJDOO\�HQIRUFHDEOH�ULJKW�WR�VHW�R�FXUUHQW�WD[�DVVHWV�
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the 
Group intends to settle its current tax assets and liabilities on a net basis.

2SHUDWLQJ�SURȴW
2SHUDWLQJ�SURȴW�LV�VWDWHG�DIWHU�WKH�VKDUH�RI�UHVXOWV�RI�DVVRFLDWHV�DQG�SURȴW�RQ�VDOH�RI�VXEVLGLDULHV��EXW�EHIRUH�
FKDQJHV�LQ�IDLU�YDOXH�RI�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV��ȴQDQFH�LQFRPH��ȴQDQFH�FRVWV�DQG�IRUHLJQ�H[FKDQJH�
movements relating to intercompany funding.

Property, plant and equipment
7KLV�FRPSULVHV�FRPSXWHUV��ȴ[WXUHV�DQG�ȴWWLQJV�DQG�RɝFH�HTXLSPHQW��ZKLFK�DUH�VWDWHG�DW�FRVW�OHVV�DFFXPXODWHG�
depreciation and any recognised impairment loss. 

'HSUHFLDWLRQ�LV�FKDUJHG�VR�DV�WR�ZULWH�R�WKH�FRVW�RU�YDOXDWLRQ�RI�FRPSXWHUV��ȴ[WXUHV�DQG�ȴWWLQJV�DQG�RɝFH�
HTXLSPHQW��OHVV�UHVLGXDO�YDOXH��RYHU�WKHLU�HVWLPDWHG�XVHIXO�OLYHV��XVLQJ�WKH�VWUDLJKW�OLQH�PHWKRG��RQ�WKH�IROORZLQJ�
bases:

Computer equipment three years

)L[WXUHV�DQG�ȴWWLQJV� ȴYH�\HDUV

2ɝFH�HTXLSPHQW� WKUHH�\HDUV

Investment properties
ΖQYHVWPHQW�SURSHUWLHV��ZKLFK�FRPSULVHV�IUHHKROG�DQG�OHDVHKROG�SURSHUW\�KHOG�WR�HDUQ�UHQWDOV�DQG�RU�IRU�FDSLWDO�
DSSUHFLDWLRQ��DUH�WUHDWHG�DV�DFTXLUHG�ZKHQ�WKH�*URXS�DVVXPHV�WKH�VLJQLȴFDQW�ULVNV�DQG�UHZDUGV�RI�RZQHUVKLS��
Acquisitions of investment properties including related transaction costs and subsequent additions of a capital 
nature are initially recognised in the accounts at cost. At each reporting date the investment properties are 
revalued to their fair values based on a professional valuation at the balance sheet date. Gains or losses arising 
IURP�FKDQJHV�LQ�WKH�IDLU�YDOXH�RI�LQYHVWPHQW�SURSHUW\�DUH�LQFOXGHG�LQ�SURȴW�RU�ORVV�IRU�WKH�SHULRG�LQ�ZKLFK�WKH\�
arise. 

Investments in subsidiary undertakings
Investments in subsidiary undertakings are stated at cost less provisions for impairment. 

Investments in associates
$Q�DVVRFLDWH�LV�DQ�HQWLW\�RYHU�ZKLFK�WKH�*URXS�LV�LQ�D�SRVLWLRQ�WR�H[HUFLVH�VLJQLȴFDQW�LQȵXHQFH��EXW�QRW�FRQWURO�
RU�MRLQW�FRQWURO��WKURXJK�SDUWLFLSDWLRQ�LQ�WKH�ȴQDQFLDO�DQG�RSHUDWLQJ�SROLF\�GHFLVLRQV�RI�WKH�LQYHVWHH��6LJQLȴFDQW�
LQȵXHQFH�LV�WKH�SRZHU�WR�SDUWLFLSDWH�LQ�WKH�ȴQDQFLDO�DQG�RSHUDWLQJ�SROLF\�GHFLVLRQV�RI�WKH�LQYHVWHH�EXW�LV�QRW�FRQWURO�
or joint control over those policies.

7KH�UHVXOWV�DQG�DVVHWV�DQG�OLDELOLWLHV�RI�DVVRFLDWHV�DUH�LQFRUSRUDWHG�LQ�WKHVH�ȴQDQFLDO�VWDWHPHQWV�XVLQJ�WKH�HTXLW\�
method of accounting. Investments in associates are carried in the balance sheet at cost as adjusted by post-
DFTXLVLWLRQ�FKDQJHV�LQ�WKH�*URXSȇV�VKDUH�RI�WKH�QHW�DVVHWV�RI�WKH�DVVRFLDWH��OHVV�DQ\�LPSDLUPHQW�LQ�WKH�YDOXH�RI�
individual investments. Losses of an associate in excess of the Group’s interest in that associate (which includes 
DQ\�ORQJ�WHUP�LQWHUHVWV�WKDW��LQ�VXEVWDQFH��IRUP�SDUW�RI�WKH�*URXSȇV�QHW�LQYHVWPHQW�LQ�WKH�DVVRFLDWH��DUH�UHFRJQLVHG�
only to the extent that the Group has incurred legal or constructive obligations or made payments on behalf of the 
associate.
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$Q\�H[FHVV�RI�WKH�FRVW�RI�DFTXLVLWLRQ�RYHU�WKH�*URXSȇV�VKDUH�RI�WKH�QHW�IDLU�YDOXH�RI�WKH�LGHQWLȴDEOH�DVVHWV��OLDELOLWLHV�
and contingent liabilities of the associate recognised at the date of acquisition is recognised as goodwill. The 
goodwill is included within the carrying amount of the investment and is assessed for impairment as part of that 
LQYHVWPHQW��$Q\�H[FHVV�RI�WKH�*URXSȇV�VKDUH�RI�WKH�QHW�IDLU�YDOXH�RI�WKH�LGHQWLȴDEOH�DVVHWV��OLDELOLWLHV�DQG�FRQWLQJHQW�
OLDELOLWLHV�RYHU�WKH�FRVW�RI�DFTXLVLWLRQ��DIWHU�UHDVVHVVPHQW��LV�UHFRJQLVHG�LPPHGLDWHO\�LQ�SURȴW�RU�ORVV��

:KHUH�D�*URXS�FRPSDQ\�WUDQVDFWV�ZLWK�DQ�DVVRFLDWH�RI�WKH�*URXS��SURȴWV�DQG�ORVVHV�DUH�HOLPLQDWHG�WR�WKH�H[WHQW�
of the Group’s interest in the relevant associate. Losses may provide evidence of an impairment of the asset 
transferred in which case appropriate provision is made for impairment.

Trading properties
Trading properties are carried at the lower of cost and net realisable value and are treated as acquired when 
WKH�*URXS�DVVXPHV�WKH�VLJQLȴFDQW�ULVNV�DQG�UHZDUGV�RI�RZQHUVKLS��&RVW�LQFOXGHV�GHYHORSPHQW�FRVWV�VSHFLȴFDOO\�
attributable to properties in the course of development. Net realisable value represents the estimated selling price 
less further costs expected to be incurred to completion and disposal. 

Financial instruments
)LQDQFLDO�DVVHWV�DQG�ȴQDQFLDO�OLDELOLWLHV�DUH�UHFRJQLVHG�LQ�WKH�*URXSȇV�EDODQFH�VKHHW�ZKHQ�WKH�*URXS�EHFRPHV�D�
party to the contractual provisions of the instrument.

Financial assets
$OO�ȴQDQFLDO�DVVHWV�DUH�UHFRJQLVHG�DQG�GHUHFRJQLVHG�RQ�D�WUDGH�GDWH�ZKHUH�WKH�SXUFKDVH�RU�VDOH�RI�DQ�LQYHVWPHQW�
is under a contract whose terms require delivery of the investment within the timeframe established by the 
PDUNHW�FRQFHUQHG��DQG�DUH�LQLWLDOO\�PHDVXUHG�DW�IDLU�YDOXH��SOXV�WUDQVDFWLRQ�FRVWV��H[FHSW�IRU�WKRVH�ȴQDQFLDO�DVVHWV�
FODVVLȴHG�DV�DW�IDLU�YDOXH�WKURXJK�SURȴW�RU�ORVV��ZKLFK�DUH�LQLWLDOO\�PHDVXUHG�DW�IDLU�YDOXH�

)LQDQFLDO�DVVHWV�DUH�FODVVLȴHG�LQWR�WKH�IROORZLQJ�FDWHJRULHV��ȴQDQFLDO�DVVHWV�ȆDW�IDLU�YDOXH�WKURXJK�SURȴW�RU�ORVVȇ�
�)973/���ȆKHOG�WR�PDWXULW\ȇ�LQYHVWPHQWV��ȆDYDLODEOH�IRU�VDOHȇ��$)6��ȴQDQFLDO�DVVHWV�DQG�ȆORDQV�DQG�UHFHLYDEOHVȇ��7KH�
FODVVLȴFDWLRQ�GHSHQGV�RQ�WKH�QDWXUH�DQG�SXUSRVH�RI�WKH�ȴQDQFLDO�DVVHWV�DQG�LV�GHWHUPLQHG�DW�WKH�WLPH�RI�LQLWLDO�
recognition.

Financial assets at FVTPL
)LQDQFLDO�DVVHWV�DUH�FODVVLȴHG�DV�DW�)973/�ZKHUH�WKH�ȴQDQFLDO�DVVHW�LV�HLWKHU�KHOG�IRU�WUDGLQJ�RU�LW�LV�GHVLJQDWHG�DV�DW�
)973/��$�ȴQDQFLDO�DVVHW�LV�FODVVLȴHG�DV�KHOG�IRU�WUDGLQJ�LI�

ɅȏɄ�LW�KDV�EHHQ�DFTXLUHG�SULQFLSDOO\�IRU�WKH�SXUSRVH�RI�VHOOLQJ�LQ�WKH�QHDU�IXWXUH��RU

ɅȏɄ�LW�LV�D�SDUW�RI�DQ�LGHQWLȴHG�SRUWIROLR�RI�ȴQDQFLDO�LQVWUXPHQWV�WKDW�WKH�*URXS�PDQDJHV�WRJHWKHU�DQG�KDV�D�UHFHQW�
DFWXDO�SDWWHUQ�RI�VKRUW�WHUP�SURȴW�WDNLQJ��RU�

ɅȏɄ�LW�LV�D�GHULYDWLYH�WKDW�LV�QRW�GHVLJQDWHG�DQG�HHFWLYH�DV�D�KHGJLQJ�LQVWUXPHQW�

$�ȴQDQFLDO�DVVHW�RWKHU�WKDQ�D�ȴQDQFLDO�DVVHW�KHOG�IRU�WUDGLQJ�PD\�EH�GHVLJQDWHG�DV�DW�)973/�XSRQ�LQLWLDO� 
recognition if:

ɅȏɄ�VXFK�GHVLJQDWLRQ�HOLPLQDWHV�RU�VLJQLȴFDQWO\�UHGXFHV�D�PHDVXUHPHQW�RU�UHFRJQLWLRQ�LQFRQVLVWHQF\�WKDW�ZRXOG�
otherwise arise; or 

ɅȏɄ�WKH�ȴQDQFLDO�DVVHW�IRUPV�SDUW�RI�D�JURXS�RI�ȴQDQFLDO�DVVHWV�RU�ȴQDQFLDO�OLDELOLWLHV�RU�ERWK��ZKLFK�LV�PDQDJHG�
DQG�LWV�SHUIRUPDQFH�LV�HYDOXDWHG�RQ�D�IDLU�YDOXH�EDVLV��LQ�DFFRUGDQFH�ZLWK�WKH�*URXSȇV�GRFXPHQWHG�ULVN�
PDQDJHPHQW�RU�LQYHVWPHQW�VWUDWHJ\��DQG�LQIRUPDWLRQ�DERXW�WKH�*URXS�LV�SURYLGHG�LQWHUQDOO\�RQ�WKDW�EDVLV��RU

ɅȏɄ�LW�IRUPV�SDUW�RI�D�FRQWUDFW�FRQWDLQLQJ�RQH�RU�PRUH�HPEHGGHG�GHULYDWLYHV�WKDW�FDQ�EH�GHVLJQDWHG�DV�)973/�

)LQDQFLDO�DVVHWV�DW�)973/�DUH�VWDWHG�DW�IDLU�YDOXH��ZLWK�DQ\�UHVXOWDQW�JDLQ�RU�ORVV�UHFRJQLVHG�LQ�SURȴW�RU�ORVV��7KH�QHW�
JDLQ�RU�ORVV�UHFRJQLVHG�LQ�SURȴW�RU�ORVV�LQFRUSRUDWHV�DQ\�GLYLGHQG�RU�LQWHUHVW�HDUQHG�RQ�WKH�ȴQDQFLDO�DVVHW�
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Loans and receivables
7UDGH�UHFHLYDEOHV��ORDQV��DQG�RWKHU�UHFHLYDEOHV�WKDW�KDYH�ȴ[HG�RU�GHWHUPLQDEOH�SD\PHQWV�WKDW�DUH�QRW�TXRWHG�LQ�DQ�
DFWLYH�PDUNHW�DUH�FODVVLȴHG�DV�ORDQV�DQG�UHFHLYDEOHV��/RDQV�DQG�UHFHLYDEOHV�DUH�PHDVXUHG�DW�DPRUWLVHG�FRVW�XVLQJ�
WKH�HHFWLYH�LQWHUHVW�PHWKRG��OHVV�DQ\�LPSDLUPHQW��ΖQWHUHVW�LQFRPH�LV�UHFRJQLVHG�E\�DSSO\LQJ�WKH�HHFWLYH�LQWHUHVW�
UDWH��H[FHSW�IRU�VKRUW�WHUP�UHFHLYDEOHV�ZKHQ�WKH�UHFRJQLWLRQ�RI�LQWHUHVW�ZRXOG�EH�LPPDWHULDO�

$)6�ȴQDQFLDO�DVVHWV
1RQ�GHULYDWLYH�ȴQDQFLDO�DVVHWV�WKDW�DUH�QRW�FODVVLȴHG�DV�ORDQV�DQG�UHFHLYDEOHV�RU�KHOG�WR�PDWXULW\�LQYHVWPHQWV��
DUH�QRW�KHOG�IRU�WUDGLQJ�DQG�DUH�QRW�GHVLJQDWHG�DV�)973/�RQ�LQLWLDO�UHFRJQLWLRQ�DUH�FODVVLȴHG�DV�$)6��$)6�ȴQDQFLDO�
assets are measured at fair value with fair value gains or losses recognised in other comprehensive income. On 
VDOH�RU�LPSDLUPHQW�RI�WKH�DVVHW��WKH�FXPXODWLYH�JDLQ�RU�ORVV�SUHYLRXVO\�UHFRJQLVHG�LQ�RWKHU�FRPSUHKHQVLYH�LQFRPH�
LV�UHFODVVLȴHG�WR�SURȴW�RU�ORVV�DV�D�UHFODVVLȴFDWLRQ�DGMXVWPHQW��ΖPSDLUPHQW�ORVVHV�RQ�$)6�ȴQDQFLDO�DVVHWV�DUH�
UHFRJQLVHG�LQ�SURȴW�RU�ORVV��'LYLGHQGV�RQ�DQ�$)6�HTXLW\�LQVWUXPHQW�DUH�UHFRJQLVHG�LQ�SURȴW�RU�ORVV�ZKHQ�WKH�HQWLW\ȇV�
right to receive payment is established. 

ΖPSDLUPHQW�RI�ȴQDQFLDO�DVVHWV
)LQDQFLDO�DVVHWV��RWKHU�WKDQ�WKRVH�DW�)973/��DUH�DVVHVVHG�IRU�LQGLFDWRUV�RI�LPSDLUPHQW�DW�HDFK�EDODQFH�VKHHW�
GDWH��)LQDQFLDO�DVVHWV�DUH�LPSDLUHG�ZKHUH�WKHUH�LV�REMHFWLYH�HYLGHQFH�WKDW��DV�D�UHVXOW�RI�RQH�RU�PRUH�HYHQWV�WKDW�
RFFXUUHG�DIWHU�WKH�LQLWLDO�UHFRJQLWLRQ�RI�WKH�ȴQDQFLDO�DVVHW��WKH�HVWLPDWHG�IXWXUH�FDVK�ȵRZV�RI�WKH�LQYHVWPHQW�KDYH�
been impacted. Objective evidence of impairment could include:

ɅȏɄ�VLJQLȴFDQW�ȴQDQFLDO�GLɝFXOW\�RI�WKH�LVVXHU�RU�FRXQWHUSDUW\��RU

ɅȏɄ�GHIDXOW�RU�GHOLQTXHQF\�LQ�LQWHUHVW�RU�SULQFLSDO�SD\PHQWV��RU

ɅȏɄ�LW�EHFRPLQJ�SUREDEOH�WKDW�WKH�ERUURZHU�ZLOO�HQWHU�EDQNUXSWF\�RU�ȴQDQFLDO�UH�RUJDQLVDWLRQ�

7KH�FDUU\LQJ�DPRXQW�RI�WKH�ȴQDQFLDO�DVVHW�LV�UHGXFHG�E\�WKH�LPSDLUPHQW�ORVV�GLUHFWO\�IRU�DOO�ȴQDQFLDO�DVVHWV�ZLWK�
WKH�H[FHSWLRQ�RI�WUDGH�UHFHLYDEOHV��ZKHUH�WKH�FDUU\LQJ�DPRXQW�LV�UHGXFHG�WKURXJK�WKH�XVH�RI�DQ�DOORZDQFH�DFFRXQW��
:KHQ�D�WUDGH�UHFHLYDEOH�LV�FRQVLGHUHG�XQFROOHFWLEOH��LW�LV�ZULWWHQ�R�DJDLQVW�WKH�DOORZDQFH�DFFRXQW��6XEVHTXHQW�
UHFRYHULHV�RI�DPRXQWV�SUHYLRXVO\�ZULWWHQ�R�DUH�FUHGLWHG�DJDLQVW�WKH�DOORZDQFH�DFFRXQW��&KDQJHV�LQ�WKH�FDUU\LQJ�
DPRXQW�RI�WKH�DOORZDQFH�DFFRXQW�DUH�UHFRJQLVHG�LQ�SURȴW�RU�ORVV�

ΖI��LQ�D�VXEVHTXHQW�SHULRG��WKH�DPRXQW�RI�WKH�LPSDLUPHQW�ORVV�GHFUHDVHV�DQG�WKH�GHFUHDVH�FDQ�EH�UHODWHG�
REMHFWLYHO\�WR�DQ�HYHQW�RFFXUULQJ�DIWHU�WKH�LPSDLUPHQW�ZDV�UHFRJQLVHG��WKH�SUHYLRXVO\�UHFRJQLVHG�LPSDLUPHQW�
ORVV�LV�UHYHUVHG�WKURXJK�SURȴW�RU�ORVV�WR�WKH�H[WHQW�WKDW�WKH�FDUU\LQJ�DPRXQW�RI�WKH�LQYHVWPHQW�DW�WKH�GDWH�WKH�
impairment is reversed does not exceed what the amortised cost would have been had the impairment not been 
recognised. 

:KHUH�DQ�$)6�ȴQDQFLDO�DVVHW�LV�FRQVLGHUHG�WR�EH�LPSDLUHG��FXPXODWLYH�JDLQV�SUHYLRXVO\�UHFRJQLVHG�LQ�RWKHU�
FRPSUHKHQVLYH�LQFRPH�DUH�UHFODVVLȴHG�WR�SURȴW�DQG�ORVV�LQ�WKH�SHULRG��ΖQ�WKH�FDVH�RI�$)6�HTXLW\�LQVWUXPHQWV��LI��LQ�
a subsequent period the amount of impairment loss decreases and the decrease can be related objectively to an 
HYHQW�RFFXUULQJ�DIWHU�WKH�LPSDLUPHQW�ZDV�UHFRJQLVHG��WKH�SUHYLRXVO\�UHFRJQLVHG�LPSDLUPHQW�ORVV�LV�QRW�UHYHUVHG�
WKURXJK�SURȴW�DQG�ORVV��$Q\�LQFUHDVH�LQ�IDLU�YDOXH�VXEVHTXHQW�WR�DQ�LPSDLUPHQW�ORVV�LV�UHFRJQLVHG�GLUHFWO\�LQ�HTXLW\�

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits and other short-term highly liquid 
LQYHVWPHQWV�WKDW�DUH�UHDGLO\�FRQYHUWLEOH�WR�D�NQRZQ�DPRXQW�RI�FDVK�DQG�DUH�VXEMHFW�WR�DQ�LQVLJQLȴFDQW�ULVN�RI�
changes in value.
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'HUHFRJQLWLRQ�RI�ȴQDQFLDO�DVVHWV
7KH�*URXS�GHUHFRJQLVHV�D�ȴQDQFLDO�DVVHW�RQO\�ZKHQ�WKH�FRQWUDFWXDO�ULJKWV�WR�WKH�FDVK�ȵRZV�IURP�WKH�DVVHW�H[SLUH��
RU�LW�WUDQVIHUV�WKH�ȴQDQFLDO�DVVHW�DQG�VXEVWDQWLDOO\�DOO�WKH�ULVNV�DQG�UHZDUGV�RI�RZQHUVKLS�RI�WKH�DVVHW�WR�DQRWKHU�
entity. If the Group neither transfers nor retains substantially all the risks and rewards of ownership and continues 
WR�FRQWURO�WKH�WUDQVIHUUHG�DVVHW��WKH�*URXS�UHFRJQLVHV�LWV�UHWDLQHG�LQWHUHVW�LQ�WKH�DVVHW�DQG�DQ�DVVRFLDWHG�OLDELOLW\�
for amounts it may have to pay. If the Group retains substantially all the risks and rewards of ownership of a 
WUDQVIHUUHG�ȴQDQFLDO�DVVHW��WKH�*URXS�FRQWLQXHV�WR�UHFRJQLVH�WKH�ȴQDQFLDO�DVVHW�DQG�DOVR�UHFRJQLVHV�D�FROODWHUDOLVHG�
borrowing for the proceeds received.

Financial liabilities and equity
)LQDQFLDO�OLDELOLWLHV�DQG�HTXLW\�LQVWUXPHQWV�DUH�FODVVLȴHG�DFFRUGLQJ�WR�WKH�VXEVWDQFH�RI�WKH�FRQWUDFWXDO�
arrangements entered into. 

Equity instruments
An equity instrument is any contract that evidences a residual interest in the assets of the Group after deducting all 
RI�LWV�OLDELOLWLHV��(TXLW\�LQVWUXPHQWV�LVVXHG�E\�WKH�*URXS�DUH�UHFRUGHG�DW�WKH�SURFHHGV�UHFHLYHG��QHW�RI�GLUHFW�LVVXH�
costs.

Financial guarantee contract liabilities
Financial guarantee contract liabilities are measured initially at their fair values and are subsequently measured at 
the higher of:

ɅȏɄ�WKH�DPRXQW�RI�WKH�REOLJDWLRQ�XQGHU�WKH�FRQWUDFW��DV�GHWHUPLQHG�LQ�DFFRUGDQFH�ZLWK�Ζ$6����3URYLVLRQV��
Contingent Liabilities and Contingent Assets; and 

ɅȏɄ�WKH�DPRXQW�LQLWLDOO\�UHFRJQLVHG�OHVV��ZKHUH�DSSURSULDWH��FXPXODWLYH�DPRUWLVDWLRQ�UHFRJQLVHG�LQ�DFFRUGDQFH�ZLWK�
the revenue recognition policies set out above.

Financial liabilities
)LQDQFLDO�OLDELOLWLHV�DUH�FODVVLȴHG�DV�HLWKHU�ȴQDQFLDO�OLDELOLWLHV�ȆDW�)973/ȇ�RU�ȆRWKHU�ȴQDQFLDO�OLDELOLWLHVȇ�

Financial liabilities at FVTPL
)LQDQFLDO�OLDELOLWLHV�DUH�FODVVLȴHG�DV�DW�)973/�ZKHUH�WKH�ȴQDQFLDO�OLDELOLW\�LV�HLWKHU�KHOG�IRU�WUDGLQJ�RU�LW�LV�GHVLJQDWHG�
DV�DW�)973/��$�ȴQDQFLDO�OLDELOLW\�LV�FODVVLȴHG�DV�KHOG�IRU�WUDGLQJ�LI�

ɅȏɄ�LW�KDV�EHHQ�LQFXUUHG�SULQFLSDOO\�IRU�WKH�SXUSRVH�RI�GLVSRVDO�LQ�WKH�QHDU�IXWXUH��RU

ɅȏɄ�LW�LV�D�SDUW�RI�DQ�LGHQWLȴHG�SRUWIROLR�RI�ȴQDQFLDO�LQVWUXPHQWV�WKDW�WKH�*URXS�PDQDJHV�WRJHWKHU�DQG�KDV�D�UHFHQW�
DFWXDO�SDWWHUQ�RI�VKRUW�WHUP�SURȴW�WDNLQJ��RU�

ɅȏɄ�LW�LV�D�GHULYDWLYH�WKDW�LV�QRW�GHVLJQDWHG�DQG�HHFWLYH�DV�D�KHGJLQJ�LQVWUXPHQW��

$�ȴQDQFLDO�OLDELOLW\�RWKHU�WKDQ�D�ȴQDQFLDO�OLDELOLW\�KHOG�IRU�WUDGLQJ�PD\�EH�GHVLJQDWHG�DV�DW�)973/�XSRQ�LQLWLDO�
recognition if:

ɅȏɄ�VXFK�GHVLJQDWLRQ�HOLPLQDWHV�RU�VLJQLȴFDQWO\�UHGXFHV�D�PHDVXUHPHQW�RU�UHFRJQLWLRQ�LQFRQVLVWHQF\�WKDW�ZRXOG�
otherwise arise; or 

ɅȏɄ�WKH�ȴQDQFLDO�OLDELOLW\�IRUPV�SDUW�RI�D�JURXS�RI�ȴQDQFLDO�DVVHWV�RU�ȴQDQFLDO�OLDELOLWLHV�RU�ERWK��ZKLFK�LV�PDQDJHG�
DQG�LWV�SHUIRUPDQFH�LV�HYDOXDWHG�RQ�D�IDLU�YDOXH�EDVLV��LQ�DFFRUGDQFH�ZLWK�WKH�*URXSȇV�GRFXPHQWHG�ULVN�
PDQDJHPHQW�RU�LQYHVWPHQW�VWUDWHJ\��DQG�LQIRUPDWLRQ�DERXW�WKH�*URXS�LV�SURYLGHG�LQWHUQDOO\�RQ�WKDW�EDVLV��RU

ɅȏɄ�LW�IRUPV�SDUW�RI�D�FRQWUDFW�FRQWDLQLQJ�RQH�RU�PRUH�HPEHGGHG�GHULYDWLYHV�WKDW�FDQ�EH�GHVLJQDWHG�DV�DW�)973/�

)LQDQFLDO�OLDELOLWLHV�DW�)973/�DUH�VWDWHG�DW�IDLU�YDOXH��ZLWK�DQ\�UHVXOWDQW�JDLQ�RU�ORVV�UHFRJQLVHG�LQ�SURȴW�RU�ORVV��7KH�
QHW�JDLQ�RU�ORVV�UHFRJQLVHG�LQ�SURȴW�RU�ORVV�LQFRUSRUDWHV�DQ\�LQWHUHVW�SDLG�RQ�WKH�ȴQDQFLDO�OLDELOLW\�
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7KH�&RQYHUWLEOH�%RQG�LV�GHVLJQDWHG�DV�IDLU�YDOXH�WKURXJK�SURȴW�RU�ORVV�DQG�LV�SUHVHQWHG�RQ�WKH�EDODQFH�VKHHW�DW�IDLU�
YDOXH�ZLWK�DOO�JDLQV�DQG�ORVVHV��LQFOXGLQJ�WKH�ZULWH�R�RI�LVVXDQFH�FRVWV��UHFRJQLVHG�LQ�WKH�LQFRPH�VWDWHPHQW�ZLWKLQ�
QHW�ȴQDQFLQJ�FRVWV��7KH�LQWHUHVW�FKDUJH�LQ�UHVSHFW�RI�WKH�FRXSRQ�UDWH�RQ�WKH�ERQGV�KDV�EHHQ�UHFRJQLVHG�ZLWKLQ�QHW�
ȴQDQFLQJ�FRVWV�RQ�DQ�DFFUXDOV�EDVLV�

2WKHU�ȴQDQFLDO�OLDELOLWLHV
2WKHU�ȴQDQFLDO�OLDELOLWLHV��LQFOXGLQJ�ERUURZLQJV��DUH�LQLWLDOO\�PHDVXUHG�DW�IDLU�YDOXH��QHW�RI�WUDQVDFWLRQ�FRVWV��
2WKHU�ȴQDQFLDO�OLDELOLWLHV�DUH�VXEVHTXHQWO\�PHDVXUHG�DW�DPRUWLVHG�FRVW�XVLQJ�WKH�HHFWLYH�LQWHUHVW�PHWKRG��ZLWK�
LQWHUHVW�H[SHQVH�UHFRJQLVHG�RQ�DQ�HHFWLYH�\LHOG�EDVLV��7KH�HHFWLYH�LQWHUHVW�UDWH�LV�WKH�UDWH�WKDW�H[DFWO\�GLVFRXQWV�
HVWLPDWHG�IXWXUH�FDVK�SD\PHQWV�WKURXJK�WKH�H[SHFWHG�OLIH�RI�WKH�ȴQDQFLDO�OLDELOLW\��RU��ZKHUH�DSSURSULDWH��D�VKRUWHU�
period to the net carrying amount on initial recognition.

'H�UHFRJQLWLRQ�RI�ȴQDQFLDO�OLDELOLWLHV
7KH�*URXS�GHUHFRJQLVHV�ȴQDQFLDO�OLDELOLWLHV�ZKHQ��DQG�RQO\�ZKHQ��WKH�*URXSȇV�REOLJDWLRQV�DUH�GLVFKDUJHG��FDQFHOOHG�
RU�WKH\�H[SLUH��:KHUH�DQ�H[LVWLQJ�ȴQDQFLDO�OLDELOLW\�LV�UHSODFHG�E\�DQRWKHU�IURP�WKH�VDPH�OHQGHU�RQ�VXEVWDQWLDOO\�
GLHUHQW�WHUPV�RU�WKH�WHUPV�RI�DQ�H[LVWLQJ�OLDELOLW\�DUH�VXEVWDQWLDOO\�PRGLȴHG��VXFK�DQ�H[FKDQJH�RU�PRGLȴFDWLRQ�LV�
WUHDWHG�DV�D�GH�UHFRJQLWLRQ�RI�WKH�RULJLQDO�OLDELOLW\�DQG�WKH�UHFRJQLWLRQ�RI�D�QHZ�OLDELOLW\��DQG�WKH�GLHUHQFH�LQ�WKH�
respective carrying amounts is recognised in the income statement. 

'HULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV
7KH�*URXS�HQWHUV�LQWR�D�YDULHW\�RI�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV�WR�PDQDJH�LWV�H[SRVXUH�WR�LQWHUHVW�UDWH�DQG�
IRUHLJQ�H[FKDQJH�UDWH�ULVN��LQFOXGLQJ�IRUHLJQ�H[FKDQJH�IRUZDUG�FRQWUDFWV�DQG�RSWLRQV�DQG�LQWHUHVW�UDWH�VZDSV�DQG�
caps. 

Derivatives are initially recognised at fair value at the date a derivative contract is entered into and are 
subsequently re-measured to their fair value at each balance sheet date. The resulting gain or loss is recognised in 
SURȴW�RU�ORVV�LPPHGLDWHO\�

A derivative is presented as a non-current asset or a non-current liability if the remaining maturity of the 
instrument is more than 12 months and it is not expected to be realised or settled within 12 months. Other 
derivatives are presented as current assets or current liabilities.

4. Critical accounting judgements and key sources of estimation uncertainty
The key assumptions concerning the future and other key sources of estimation uncertainty at the balance sheet 
date used in preparing these accounts are:

Property valuations
In determining the fair value of investment properties there is a degree of uncertainty and judgement involved. The 
YDOXDWLRQV�DUH�EDVHG�RQ�D�QXPEHU�RI�DVVXPSWLRQV��WKH�VLJQLȴFDQW�RQHV�RI�ZKLFK�DUH�WKH�DSSURSULDWH�GLVFRXQW�UDWHV��
estimates of future rental income and capital expenditure. The Group uses external professional valuers to provide 
independent valuations of the investment properties.

&RQYHUWLEOH�%RQG�DQG�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV�
ΖQ�GHWHUPLQLQJ�WKH�IDLU�YDOXH�RI�WKH�&RQYHUWLEOH�%RQG�DQG�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV��WKHUH�LV�D�GHJUHH�RI�
judgement involved. The valuation of the Convertible Bond is derived from the quoted price as at the balance sheet 
GDWH��7KH�YDOXDWLRQV�RI�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV�DUH�SHUIRUPHG�E\�H[WHUQDO�SURIHVVLRQDOV�

Deferred tax 
Determining the amount of tax losses to be recognised as deferred tax assets requires management to estimate 
WKH�OHYHO�DQG�SUREDELOLW\�RI�IXWXUH�WD[DEOH�SURȴWV�WKDW�WKRVH�ORVVHV�FDQ�EH�RVHW�DJDLQVW��LQ�HDFK�UHOHYDQW�HQWLW\�DQG�
jurisdiction.
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Valuation of share-based payments 
ΖQ�FDOFXODWLQJ�WKH�H[SHQVH�LQ�UHODWLRQ�WR�VKDUH�EDVHG�SD\PHQWV��WKH�&RPSDQ\�LV�UHTXLUHG�WR�HVWLPDWH�WKH�
probability of share and options awards vesting and the fair value of a share and option at the grant date and 
the balance sheet date. These estimates involve making a variety of assumptions concerning rents and related 
FRVWV��\LHOGV��DGPLQLVWUDWLYH�FRVWV��LQWHUHVW�UDWHV��H[FKDQJH�UDWHV��GLYLGHQG�UDWHV�DQG�WKH�UDWH�DQG�OHYHO�RI�SURSHUW\�
acquisitions.

5. Revenue and cost of sales
An analysis of the Group’s revenue and cost of sales is as follows:

 Group Group 
 2013 2012 
 £’000 £’000

Investment property rental income 78,422� ������

Trading property sales 1,360� �����

Property management fees 3,179� �����

Revenue 82,961� ������

Direct operating expenses relating to investment properties that generated rental income (12,247)� ��������

Direct operating expenses relating to investment properties that did not generate rental income (175) (288)

Direct operating expenses (12,422)� ��������

Cost of sales of trading properties (1,379)� �������

Cost of sales (13,801)� ��������

*URVV�SURȴW� 69,160� ������

ΖQFOXGLQJ�LQWHUHVW�LQFRPH�RI�e�����������������e�����������WRWDO�UHYHQXH�ZDV�e������������������e������������
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6. Normalised Income Profit and Normalised Total Profit
1RUPDOLVHG�ΖQFRPH�3URȴW�DQG�1RUPDOLVHG�7RWDO�3URȴW�DUH�DGMXVWHG�PHDVXUHV�LQWHQGHG�WR�VKRZ�WKH�XQGHUO\LQJ�
HDUQLQJV�RI�WKH�*URXS�EHIRUH�IDLU�YDOXH�PRYHPHQWV�DQG�RWKHU�QRQ�UHFXUULQJ�RU�RWKHUZLVH�QRQ�FDVK�RQH�R�LWHPV��
$�UHFRQFLOLDWLRQ�RI�WKH�1RUPDOLVHG�ΖQFRPH�3URȴW�DQG�1RUPDOLVHG�7RWDO�3URȴW�UHFRQFLOHG�WR�WKH�SURȴW�EHIRUH�WD[�
prepared in accordance with IFRS rules is set out below.

Group 2013 2012
  Share of   Share of 
 Group associates Total Group associates Total 
 £’000 £’000 £’000 £’000 £’000 £’000

Investment property rental income 78,422 8,422 86,844� ������� ������ ������

Direct operating expenses  (12,422) (1,332) (13,754)� ��������� ������ ��������

Property management fees 3,179 - 3,179� ������ �� �����

Administrative expenses (16,851) (1,088) (17,939)� ��������� ������ ��������

Net interest payable (16,634) (2,344) (18,978)� ��������� ������ ��������

1RUPDOLVHG�ΖQFRPH�3URȴW� 35,694 3,658 39,352� ������� ������ ������

3URȴW�RQ�VDOH�RI�LQYHVWPHQW�SURSHUWLHV�� 4,883 748 5,631� ���� ���� �����

3URȴW�RQ�VDOH�RI�WUDGLQJ�SURSHUWLHV� 26 - 26 610 - 610

3URȴW�RQ�VDOH�RI�VXEVLGLDU\� 1,308 - 1,308 56 - 56

Direct costs relating to trading properties (45) - (45) (50) - (50)

7RWDO�SURȴWV�RQ�VDOH�RI�LQYHVWPHQW�DQG�WUDGLQJ�SURSHUWLHV� 6,172 748 6,920� ������ ���� �����

Other operating income  - 61 61� ������ �� �����

1RUPDOLVHG�7RWDO�3URȴW� 41,866 4,467 46,333� ������� ������ ������

Negative goodwill recognised on acquisition  330 19,313 19,643 - - -

Acquisition and reorganisation costs (3,247) - (3,247) - - -

Fair value gains/(losses) on investment properties 12,556 8,259 20,815� ������� ������ ������

Issue costs of Convertible Bond (1,639) - (1,639) - - -

Change in fair value of currency options (3,603) - (3,603)� �������� �� �������

Change in fair value of interest rate swaps and caps 5,354 364 5,718� �������� ������ �������

Change in fair value of Convertible Bond (14,495) - (14,495) - - -

Foreign exchange (losses)/(gains) (4,184) - (4,184) 314 - 314

Share of associates’ tax charge - (1) (1) - (1) (1)

3URȴW�EHIRUH�WD[� 32,938 32,402 65,340� ������� ������ ������

Negative goodwill recognised on acquisition relates to an adjustment to the purchase price of the Spencer Group 
�e���������DQG�WKH�JDLQ�UHFRJQLVHG�XSRQ�LQYHVWLQJ�LQ�WKH�$VKWHQQH�ΖQGXVWULDO�)XQG�8QLW�7UXVW��e������������

Acquisition and reorganisation costs relate to the costs of integrating the asset management business of Warner 
Estate Holdings plc (see note 35).
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7. Operating segments

Segment revenues and results
7KH�*URXSȇV�UHSRUWDEOH�VHJPHQWV�DUH�GHWHUPLQHG�E\�JHRJUDSKLF�ORFDWLRQ��ZKLFK�UHSUHVHQWV�WKH�LQIRUPDWLRQ�
reported to the Group’s Directors for the purposes of resource allocation and assessment of segment 
SHUIRUPDQFH��$�VHJPHQWȇV�UHVXOW�FRQVLVWV�RI�LWV�JURVV�SURȴW�DV�GHWDLOHG�IRU�WKH�*URXS�LQ�QRWH����$GPLQLVWUDWLYH�
H[SHQVHV�DQG�QHW�ȴQDQFH�FRVWV�DUH�PDQDJHG�DV�FHQWUDO�FRVWV�DQG�DUH�WKHUHIRUH�QRW�DOORFDWHG�WR�VHJPHQWV��*DLQV�
(losses) on investment properties by segment is also presented below.

Group   Revenue Result Revenue Result 
   2013 2013 2012 2012 
   £’000 £’000 £’000 £’000

Belgium   1,899 1,425� ������ �����

France   1,702 1,658� ������ �����

Germany   51,971 44,218� ������� ������

Netherlands   9,241 7,843� ������ �����

UK   18,148 14,016� ������� �����

Total segment result   82,961 69,160� ������� ������

Other operating income    -� � �����

Administrative expenses    (19,768)� � ��������

Share of results of associates     32,402� � �����

2SHUDWLQJ�SURȴW�EHIRUH�JDLQV��ORVVHV��RQ�LQYHVWPHQW�SURSHUWLHV�� � � � 81,794� � ������

Gains/(losses) on investment properties by segment:

Belgium   (1,491)  (633) 

France   170  550 

Germany   16,109� � �������

Netherlands   (4,763)  392 

UK   2,531� �� ������

Total gains on investment properties    12,556� � ������

3URȴW�RQ�GLVSRVDO�RI�LQYHVWPHQW�SURSHUWLHV� � � � 4,883  855

3URȴW�RQ�VDOH�RI�VXEVLGLDU\� � � � 1,308  56

2SHUDWLQJ�SURȴW� � �� � 100,541� � ������

1HW�ȴQDQFH�FRVWV� � � �� (35,201)� � ��������

3URȴW�EHIRUH�WD[� � �� � 65,340� � ������
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Segment assets
)RU�WKH�SXUSRVHV�RI�PRQLWRULQJ�VHJPHQW�SHUIRUPDQFH�DQG�DOORFDWHG�UHVRXUFHV�EHWZHHQ�VHJPHQWV��WKH�'LUHFWRUV�
monitor the investment and trading properties attributable to each segment. All assets are allocated to reportable 
VHJPHQWV�ZLWK�WKH�H[FHSWLRQ�RI�LQYHVWPHQWV�LQ�DVVRFLDWHV�DQG�HOHPHQWV�RI�FDVK��GHULYDWLYHV�DQG�WD[�EDODQFHV�WKDW�
are managed centrally. 

2013 
Group      Additions to Non- 
 Investment  Trading Total Other Total investment current 
 properties* properties properties assets assets properties assets 
 £’000 £’000 £’000 £’000 £’000 £’000 £’000

Belgium 25,534 - 25,534 2,777 28,311 259 27,242

France 12,496 - 12,496 2,859 15,355 - 12,496

Germany 575,542 - 575,542 26,461 602,003 19,034 574,867

Netherlands 110,871 - 110,871 3,450 114,321 163 110,962

UK 115,025 10,068 125,093 139,840 264,933 60,797 236,140

Total segment assets 839,468 10,068 849,536 175,387 1,024,923 80,253 961,707

Unallocated assets         76,651   2,495

Total assets         1,101,574   964,202

 

2012 
Group      Additions to Non- 
 Investment  Trading Total Other Total investment current 
 properties* properties properties assets assets properties assets 
 £’000 £’000 £’000 £’000 £’000 £’000 £’000

%HOJLXP� ������� �� ������� ������ ������� ���� ������

)UDQFH� ������� �� ������� ������ ������� �� ������

*HUPDQ\� �������� �� �������� ������� �������� ������� �������

1HWKHUODQGV� �������� �� �������� ������ �������� ���� �������

8.� �������� ������� �������� ������� �������� ������� �������

7RWDO�VHJPHQW�DVVHWV� �������� ������� �������� ������� �������� ������� �������

8QDOORFDWHG�DVVHWV� � � � � �������� � �����

7RWDO�DVVHWV� � � � � ���������� � �������

* Includes investment properties held for sale. 
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8. Profit for the year
3URȴW�IRU�WKH�\HDU�KDV�EHHQ�DUULYHG�DW�DIWHU��FKDUJLQJ��FUHGLWLQJ�

 Group Group 
 2013 2012 
 £’000 £’000

Net foreign exchange gains included in administrative expenses - 22

1HW�IRUHLJQ�H[FKDQJH��ORVVHV��JDLQV�LQFOXGHG�LQ�QHW�ȴQDQFH�FRVWV� (4,184) 314

Acquisition and reorganisation costs (3,247) -

Costs relating to issue of Convertible Bond (1,639) -

'HSUHFLDWLRQ�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW� (126) (107)

3URȴW�RQ�VDOH�RI�LQYHVWPHQW�SURSHUWLHV� 4,883 855

Increase in fair value of investment properties 12,556� ������

Auditor’s remuneration (501) (490)

6WD�FRVWV��VHH�QRWH���� (9,338)� �������

Other operating income – insurance receipts -� �����

The analysis of auditor’s remuneration is as follows:

 Group Group 
 2013 2012 
 £’000 £’000

Fees payable to the Company’s auditor and their associates for the audit of the Company’s annual accounts 72 62

Fees payable to the Company’s auditor and their associates for the audit of the Company’s subsidiaries 331 274

Total audit fees 403 336

Audit-related services 43 43

Taxation compliance services 32 111

Other taxation advisory service 3 -

Other assurance services 20 -

Total non-audit services 98 154

Total auditor’s remuneration 501 490

- Audit-related services comprise fees for the review of the Group’s interim announcement

���7D[DWLRQ�FRPSOLDQFH�DQG�DGYLVRU\�VHUYLFHV�IHHV�FRPSULVH�IHHV�IRU�8.�DQG�RYHUVHDV�LQFRPH�WD[��9$7�DQG�SURSHUW\�
tax advisory services.

- Other assurance services relate to work performed on the issue of the Convertible Bond.

Details of the Company’s policy on the use of auditors for non-audit services and how the auditor’s independence 
and objectivity was safeguarded are set out in the Audit Committee Report on page 102. No services were provided 
pursuant to contingent fee arrangements. 
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9. Staff costs
The average monthly number of employees (excluding Non-Executive Directors) was:

 Group Group 
 2013 2012 
 number number

Finance and administration 40 31

Property 41 36

 81 67

Their aggregate remuneration was: £’000 £’000

Wages and salaries 7,003� �����

Share-based payments 780 431

Social security costs 1,202 948

Other pension costs 353 308

 9,338� �����

The amounts shown against pension costs comprise amounts payable by the Group to personal pension schemes 
of the employees.

7KH�&RPSDQ\�KDG�QR�HPSOR\HHV�LQ�HLWKHU�WKH�FXUUHQW�RU�SUHFHGLQJ�ȴQDQFLDO�\HDU��

10. Profit on disposal of subsidiary
2Q����0D\�������WKH�*URXS�GLVSRVHG�RI�WZR�WKLUGV�RI�LWV�LQWHUHVW�LQ�D�VXEVLGLDU\�ZKLFK�UHVXOWHG�LQ�D�JDLQ�RI�
e�����������7KH�*URXS�UHWDLQV�D�VWDNH�RI�RQH�WKLUG�RI�WKH�IXQG�DQG�KDV�DFFRXQWHG�IRU�WKLV�VKDUH�DV�DQ�DVVRFLDWH��
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11. Net finance costs

 Group Group 
 2013 2012 
 £’000 £’000

Interest receivable on bank deposits 436� �����

Other interest receivable 826 329

Interest income 1,262� �����

Interest payable on borrowings (16,094)� ��������

ΖQWHUHVW�SD\DEOH�RQ�REOLJDWLRQV�XQGHU�ȴQDQFH�OHDVHV� (71) (141)

Other interest payable (1,731) (140)

Net interest expense (16,634)� ��������

Issue costs of Convertible Bond (1,639) -

Change in fair value of currency options (3,603)� �������

Change in fair value of interest rate swaps and caps 5,354� �������

Change in fair value of Convertible Bond (14,495) -

Foreign exchange (losses)/gains (4,184) 314

1HW�ȴQDQFH�FRVWV� (35,201)� ��������

Finance income 6,616� �����

Finance costs (41,817)� ��������

1HW�ȴQDQFH�FRVWV� (35,201)� ��������

12. Tax

 Group Group 
 2013 2012 
 £’000 £’000

UK current tax

(Credit)/charge on net income of the current year (10) 113

Credit in respect of prior years (547) (21)

 (557) 92

Foreign current tax

On net income of the current year 3,202� �����

(Credit)/charge in respect of prior years (19) 950

 3,183� �����

Total current tax 2,626� �����

Deferred tax (see note 20) 4,664� �����

Total tax charge 7,290� �����

8.�&RUSRUDWLRQ�WD[�LV�FDOFXODWHG�DW�����������������������RI�WKH�HVWLPDWHG�DVVHVVDEOH�SURȴW�IRU�WKH�\HDU��7D[DWLRQ�
for other jurisdictions is calculated at the rates prevailing in the respective jurisdictions.
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7KH�WD[�FKDUJH�IRU�WKH�\HDU�FDQ�EH�UHFRQFLOHG�WR�WKH�SURȴW�SHU�WKH�LQFRPH�VWDWHPHQW�DV�IROORZV�

 Group Group 
 2013 2012 
 £’000 £’000

3URȴW�EHIRUH�WD[� 65,340� ������

Tax at the UK corporation tax rate of 23.25% (2012: 24.50%) 15,192� ������

7D[�HHFW�RI�

UK tax not payable due to REIT exemption (4,193)� �������

)RUHLJQ�H[FKDQJH�GLHUHQFHV� (10) 113

Deferred tax assets not recognised 579 (938)

(HFW�RI�GLHUHQW�WD[�UDWHV�LQ�RYHUVHDV�VXEVLGLDULHV� (4,213)� �������

ΖQFRPH�H[SHQVHV�WKDW�DUH�QRW�LQ�WD[DEOH�SURȴW� 354 (180)

Change in deferred tax due to change in tax rate 76 99

Other 147 73

Adjustment in respect of prior years (642) 983

Tax charge for the year 7,290� �����

7KH�*URXS�HOHFWHG�WR�EH�WUHDWHG�DV�D�8.�5(Ζ7�LQ������IROORZLQJ�DGPLVVLRQ�WR�WKH�2ɝFLDO�/LVW��7KH�8.�5(Ζ7�UXOHV�
H[HPSW�WKH�SURȴWV�RI�WKH�*URXSȇV�SURSHUW\�UHQWDO�EXVLQHVV�IURP�8.�FRUSRUDWLRQ�WD[��*DLQV�RQ�8.�SURSHUWLHV�DUH�
also exempt from tax provided they are not held for trading. The Group’s UK activities are otherwise subject to 
UK corporation tax. To remain a UK REIT there are a number of conditions to be met in respect of the principal 
FRPSDQ\�RI�WKH�*URXS��WKH�*URXSȇV�TXDOLI\LQJ�DFWLYLW\�DQG�LWV�EDODQFH�RI�EXVLQHVV�ZKLFK�DUH�VHW�RXW�LQ�WKH�8.�5(Ζ7�
legislation in the Corporation Tax Act 2010. 

13. Dividends

 Group Group 
 2013 2012 
 £’000 £’000

Amounts recognised as distributions to equity holders in the period:

Second dividend for the year ended 31 December 2012 of 2.7p (2011: 2.4p) per share 17,247� ������

Interim dividend for the year ended 31 December 2013 of 1.9p (2012: 1.8p) per share  12,138� ������

 29,385� ������

$V�D�5(Ζ7��WKH�&RPSDQ\�LV�UHTXLUHG�WR�SD\�3URSHUW\�ΖQFRPH�'LVWULEXWLRQV��Ȇ3Ζ'Vȇ��HTXDO�WR�DW�OHDVW�����RI�WKH�
*URXSȇV�H[HPSWHG�QHW�LQFRPH��DIWHU�GHGXFWLRQ�RI�ZLWKKROGLQJ�WD[�DW�WKH�EDVLF�UDWH��FXUUHQWO\�������e�����������RI�
WKH�GLYLGHQGV�SDLG�GXULQJ�WKH�\HDU�HQGHG����'HFHPEHU������LV�DWWULEXWDEOH�WR�3Ζ'V��������e�����������
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14. Earnings per share and net asset value per share
The European Public Real Estate Association (EPRA) has issued recommended bases for the calculation of certain 
earnings per share (EPS) information. Diluted EPRA EPS is reconciled to the IFRS measure in the following table. 

Group 2013 2012
  Weighted   Weighted 
  average   average 
  number Earnings  number Earnings 
 Earnings of shares per share Earnings of shares per share 
 £’000 000’s pence £’000 000’s pence

1RUPDOLVHG�ΖQFRPH�3URȴW� 39,352 638,977 6.2� ������� �������� ���

1RUPDOLVHG�7RWDO�3URȴW� 46,333 638,977 7.3� ������� �������� ���

      

Basic EPS 58,001 638,977 9.1� ������� �������� ���

Dilutive share options - 4,222 (0.1) - 99 -

Diluted EPS 58,001 643,199 9.0� ������� �������� ���

Adjustments:      

Revaluation losses/(gains) on investment properties (12,556)� � � ��������� �

3URȴW�RQ�WKH�VDOH�RI�LQYHVWPHQW�SURSHUWLHV� (4,883)   (855)  

3URȴW�RQ�VDOH�RI�WUDGLQJ�SURSHUWLHV� 19   (560)  

3URȴW�RQ�VDOH�RI�VXEVLGLDU\� (1,308)   (56)  

Cost of acquiring subsidiaries (330)   -  

Gain on acquisition of associate (19,313)   -  

Issue costs of Convertible Bond 1,639   -  

Change in fair value of derivatives (1,751)� � � ������ �

Change in fair value of Convertible Bond  
(excluding foreign exchange) 16,503   -  

Adjustment in respect of associates (9,371)   292  

Income tax on the above items 5,276� �� �� ������ �� �

Diluted EPRA EPS 31,926 643,199 5.0� ������� �������� ���
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The calculations for net asset value (NAV) per share are shown in the table below:

Group 2013 2012
 Equity  Net asset Equity  Net asset 
 shareholders’ Number value shareholders’ Number value 
 funds of shares per share funds of shares per share 
 £’000 000’s pence £’000 000’s pence

Basic NAV 554,657 641,477 86� �������� �������� ��

Unexercised share options 249 4,446  -� ���� ������ ��

Diluted NAV 554,906 645,923 86� �������� �������� ��

Adjustments:      

Goodwill (2,261)� � � �������� �

Fair value of interest rate derivatives 4,789� � � ������ �

Adjustments in respect of associates 472   -    

Mark-to Market of Convertible Bond 16,194   -  

Deferred tax 13,503� �� �� ������ �

EPRA NAV 587,603 645,923 91� �������� �������� ��

15. Goodwill

 Group Group 
 2013 2012 
 £’000 £’000

Cost:

At 1 January  2,231� �����

Additions  266 -

Disposal - (180)

Impact of foreign currency movements 42 (56)

At 31 December 2,539� �����

Impairment:

At 1 January  272 279

Impact of foreign currency movements 6 (7)

At 31 December 278 272

Carrying amount:

At 31 December 2,261� �����

By segment:

Belgium 1,707� �����

UK 554 287
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The Group tests goodwill annually for impairment or more frequently if there are any indications that goodwill 
might be impaired. The recoverable amounts are determined on the basis of fair value less costs to sell by 
reference to the valuation of the underlying properties as performed by external valuers. 

The assumptions in relation to determining the fair value of the Belgian portfolio are the fair value of the 
investment properties and the discount to be applied in the sale transaction in respect of deferred tax liabilities. On 
GLVSRVDO�RI�D�%HOJLXP�FRPSDQ\��D�VDOHV�SULFH�GLVFRXQW�PD\�EH�QHJRWLDWHG�EHFDXVH�RI�WKH�SRWHQWLDO�FDSLWDO�JDLQV�WD[��
The discount varies widely and is open to negotiation. A discount of greater than 50% (2012: 50%) would lead to an 
impairment of the goodwill relating to the Belgian portfolio.

16. Property, plant and equipment

Group� � � )L[WXUHV� 2ɝFH� &RPSXWHU 
� � � DQG�ȴWWLQJV� HTXLSPHQW� HTXLSPHQW� 7RWDO 
   £’000 £’000 £’000 £’000

Cost:

At 1 January 2012   187 24 240 451

Additions   21 9 59 89

Disposals   - - (9) (9)

At 1 January 2013   208 33 290 531

Additions   99 - 110 209

At 31 December 2013   307 33 400 740

Accumulated depreciation:

At 1 January 2012   68 14 143 225

Charge for the year   41 9 57 107

Disposals   - - (9) (9)

At 1 January 2013   109 23 191 323

Charge for the year   59 5 62 126

At 31 December 2013   168 28 253 449

Net book value:

At 31 December 2013   139 5 147 291

At 31 December 2012   99 10 99 208
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17. Investment property
 Group Group 
 2013 2012 
 £’000 £’000

At 1 January 821,372� �������

Additions – direct property purchases 62,738� ������

                  – capital expenditure 17,486� ������

Lease incentives 1,684 645

Letting costs 679 -

Revaluation 12,556� ������

Disposals (91,702)� ��������

Transfer to investment property held for sale (4,605)� ��������

Exchange adjustment 14,655� ��������

At 31 December 834,863� �������

Investment property held for sale:

At 1 January 10,948� ������

Additions - capital expenditure 29 39

Disposals (11,427)� ��������

Transfer from investment property 4,605� ������

Exchange adjustment 450 (386)

At 31 December 4,605� ������

ΖQFOXGHG�ZLWKLQ�WKH�SURSHUW\�YDOXDWLRQ�LV�e�����������������e�����������LQ�UHVSHFW�RI�WHQDQW�OHDVH�LQFHQWLYHV�
JUDQWHG��ΖQYHVWPHQW�SURSHUW\�LQFOXGHV�e�����������������e�����������SURSHUW\�KHOG�XQGHU�ȴQDQFH�OHDVHV�

3URSHUWLHV�FODVVLȴHG�DV�KHOG�IRU�VDOH�DW����'HFHPEHU������UHSUHVHQW�SURSHUWLHV�WKDW�ZHUH�DFWLYHO\�PDUNHWHG�DV�DW�
WKH�\HDU�HQG�DQG�KDYH�VXEVHTXHQWO\�EHHQ�VROG��RU�DJUHHPHQWV�IRU�WKHLU�VDOH�KDYH�EHHQ�HQWHUHG�LQWR��

All investment properties are stated at fair value as at 31 December and have been valued by independent 
SURIHVVLRQDOO\�TXDOLȴHG�H[WHUQDO�YDOXHUV��'7=��-RQHV�/DQJ�/D6DOOH�RU�.QLJKW�)UDQN�//3��7KH�YDOXDWLRQV�KDYH�EHHQ�
SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�WKH�5Ζ&6�9DOXDWLRQ�Ȃ�3URIHVVLRQDO�6WDQGDUGV�������SXEOLVKHG�E\�7KH�5R\DO�ΖQVWLWXWLRQ�
of Chartered Surveyors and with IVA1 of the International Valuation Standards.

7KH�YDOXDWLRQV�DUH�EDVHG�RQ�D�QXPEHU�RI�DVVXPSWLRQV��WKH�VLJQLȴFDQW�RQHV�RI�ZKLFK�DUH�WKH�DSSURSULDWH�GLVFRXQW�
UDWHV��HVWLPDWHV�RI�IXWXUH�UHQWDO�LQFRPH�DQG�FDSLWDO�H[SHQGLWXUH��5HQWDO�LQFRPH�DQG�\LHOG�DVVXPSWLRQV�DUH�
supported by market evidence where relevant.

7KH�*URXS�KDV�SOHGJHG�FHUWDLQ�RI�LWV�LQYHVWPHQW�SURSHUWLHV�WR�VHFXUH�EDQN�ORDQ�IDFLOLWLHV�DQG�D�ȴQDQFH�OHDVH�
granted to the Group (see note 26). 

ΖQ�DFFRUGDQFH�ZLWK�Ζ)56�����WKH�*URXSȇV�LQYHVWPHQW�SURSHUW\�KDV�EHHQ�DVVLJQHG�D�YDOXDWLRQ�OHYHO�LQ�WKH�IDLU�YDOXH�
hierarchy. The fair value hierarchy gives the highest priority to quoted prices in actives markets for identical assets 
(Level 1) and the lowest priority to unobservable inputs (Level 3). All of the Group’s investment property as at 31 
December 2013 is categorised as Level 3. Details of inputs used in the fair value measurement can be found in the 
Strategic Report. An increase in passing rent and a decrease in discount rate would increase the valuation.

$V�DW����'HFHPEHU�������WKH�*URXS�KDG�HQWHUHG�LQWR�FRQWUDFWV�IRU�e��PLOOLRQ�RI�EXLOGLQJ�ZRUNV�WKDW�ZHUH�QRW�
complete. 
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18. Investment in subsidiary undertakings

 Company Company 
 2013 2012 
 £’000 £’000

Cost and net book value:

Balance at 1 January 322,446� �������

Additions 53,557 -

Recapitalisation of subsidiary 64,106� ������

Impairment of subsidiaries (67,676)� ��������

Disposals  (11) -

Balance at 31 December 372,422� �������

The impairment in the year relates to the carrying value of investments in subsidiaries that have paid dividends 
in the year. The decline in the value in the subsidiary’s net assets from paying the dividend resulted in a provision 
against the carrying value of the investment.

No subsidiaries are excluded from consolidation.

 

'HWDLOV�RI�DOO�RI�WKH�&RPSDQ\ȇV�VLJQLȴFDQW�VXEVLGLDULHV�DW����'HFHPEHU������DUH�DV�IROORZV�

  Proportion of Proportion of 
  ownership  voting power  
 Place of interest held 
 incorporation % %

Arman B01 BVBA* Belgium 100.00 100.00

I.P.I Nossegem NV* Belgium 100.00 100.00

Small Island Management NV* Belgium 100.00 100.00

Tycoons Immo BVBA* Belgium 100.00 100.00

Vignée Invest NV* Belgium 100.00 100.00

Waterloo Investments NV* Belgium 100.00 100.00

Hansteen France SAS France 100.00 100.00

+DQVWHHQ�*XVWDYVEXUJ�6�¢�U�O�	�&R�.*� *HUPDQ\� ������ �����

Hansteen Bad Schonborn S.à r.l* Luxembourg 99.74 99.74

Hansteen Billbrook S.à r.l* Luxembourg 99.74 99.74

Hansteen Borsigstrasse S.à r.l* Luxembourg 99.74 99.74

Hansteen Braunschweig S.à r.l* Luxembourg 99.74 99.74

Hansteen Bremen S.à r.l* Luxembourg 99.74 99.74

Hansteen Cologne S.à r.l* Luxembourg 99.74 99.74

Hansteen Delta GP S.à r.l* Luxembourg 100.00 100.00

Hansteen Dormagen S.à r.l* Luxembourg 99.74 99.74

Hansteen Dusseldorf S.à r.l* Luxembourg 99.74 99.74

Hansteen Geldern S.à r.l* Luxembourg 99.74 99.74

Hansteen Germany (4) S.à r.l* Luxembourg 100.00 100.00

Hansteen Germany (5) S.à r.l* Luxembourg 100.00 100.00

Hansteen Germany Holdings S.à r.l* Luxembourg 99.74 99.74

Hansteen Gladbeck S.à r.l* Luxembourg 99.74 99.74
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Hansteen Gottmadingen S.à r.l* Luxembourg 99.74 99.74

Hansteen Hannover S.à r.l* Luxembourg 99.74 99.74

Hansteen Holzhauser Markt S.à r.l* Luxembourg 99.74 99.74

Hansteen Ladbergen S.à r.l* Luxembourg 99.74 99.74

Hansteen Leipzig S.à r.l* Luxembourg 99.74 99.74

Hansteen Luxembourg Investments S.à r.l Luxembourg 94.90 50.00

Hansteen Luxembourg S.à r.l Luxembourg 100.00 100.00

Hansteen Maisach S.à r.l* Luxembourg 99.74 99.74

Hansteen Miraustrasse S.à r.l* Luxembourg 99.74 99.74

Hansteen Neukirchen-Vluyn S.à r.l* Luxembourg 99.74 99.74

Hansteen Neuss S.à r.l* Luxembourg 99.74 99.74

Hansteen Paderborn S.à r.l* Luxembourg 99.74 99.74

Hansteen Philipp-Reis Strasse S.à r.l* Luxembourg 99.74 99.74

Hansteen Pleidelsheim S.à r.l* Luxembourg 99.74 99.74

Hansteen Porschestrasse S.à r.l* Luxembourg 99.74 99.74

Hansteen Querumer Forst S.à r.l* Luxembourg 99.74 99.74

Hansteen Regensburg S.à r.l* Luxembourg 99.74 99.74

Hansteen Rodenbach S.à r.l* Luxembourg 99.74 99.74

Hansteen Soltau S.à r.l* Luxembourg 99.74 99.74

Hansteen Tegel S.à r.l* Luxembourg 99.74 99.74

Hansteen Troisdorf S.à r.l* Luxembourg 99.74 99.74

Hansteen Viersen S.à r.l* Luxembourg 99.74 99.74

Hansteen Waldstrasse S.à r.l* Luxembourg 99.74 99.74

Hansteen Netherlands B.V. Netherlands 100.00 100.00

Hansteen Ormix B.V.* Netherlands 100.00 100.00

Hansteen (Jersey) Securities Limited** United Kingdom 100.00 100.00

Hansteen (Jersey) Investments Limited** United Kingdom 100.00 100.00

Hansteen Belgium Limited United Kingdom 100.00 100.00

Hansteen Germany (2) Limited United Kingdom 100.00 100.00

Hansteen Germany (3) Limited United Kingdom 100.00 100.00

Hansteen Germany Limited United Kingdom 100.00 100.00

Hansteen Germany Residential Limited United Kingdom 100.00 100.00

Hansteen Industrial Estates Limited United Kingdom 100.00 100.00

Hansteen Industrial Investments Limited United Kingdom 100.00 100.00

Hansteen Land Limited United Kingdom 100.00 100.00

Hansteen Limited United Kingdom 100.00 100.00

Hansteen LP Limited United Kingdom 100.00 100.00

Hansteen LP 2 Limited United Kingdom 100.00 100.00

Hansteen OBP Limited United Kingdom 100.00 100.00

+DQVWHHQ�2ɝFH�DQG�5HWDLO�/LPLWHG� 8QLWHG�.LQJGRP� ������� ������

Hansteen Property Investments Limited  United Kingdom 100.00 100.00

Hansteen SPI Limited United Kingdom 100.00 100.00

Hansteen SPO Limited United Kingdom 100.00 100.00

Hansteen STC Limited United Kingdom 100.00 100.00

�+HOG�LQGLUHFWO\�ɅɅ�ΖQFRUSRUDWHG�GXULQJ�WKH�\HDU

(DFK�RI�WKH�XQGHUWDNLQJV�OLVWHG�DERYH�LV�HQJDJHG�LQ�SURSHUW\�GHYHORSPHQW��LQYHVWPHQW�RU�PDQDJHPHQW�
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19. Investment in associates

 Group Group 
 2013 2012 
 £’000 £’000

Cost and net book value:

Balance at 1 January 2013 32,741� ������

Investment in associates 64,534 -

Share of results of associates 32,402� �����

Distributions received (2,932) -

Distributions accrued (1,669)� �������

/HVV�VKDUH�RI�SURȴW�RQ�SURSHUWLHV�VROG�WR�DVVRFLDWHV� (334) (489)

At 31 December 2013 124,742� ������

2Q����0D\�������WKH�*URXS�GLVSRVHG�RI�������RI�LWV�KROGLQJ�LQ�+DQVWHHQ�8.�ΖQGXVWULDO�3URSHUW\�8QLW�7UXVW�ΖΖ��DQG�
IURP�WKDW�GDWH�KDV�DFFRXQWHG�IRU�LWV�KROGLQJ�DV�DQ�DVVRFLDWH��'XULQJ�������WKH�*URXS�DFTXLUHG�D�������VWDNH�LQ�
Ashtenne Industrial Fund Unit Trust which in turn has an investment of 50% in the Norwepp Limited Partnership. 
1RUZHSS�/LPLWHG�3DUWQHUVKLS�KDV�EHHQ�DFFRXQWHG�IRU�DV�DQ�DVVRFLDWH�GXH�WR�WKH�VLJQLȴFDQW�LQȵXHQFH�RYHU�
Ashtenne Industrial Fund Unit Trust.

The Group has the following interests in associates:

 Place of Ownership Voting rights 
Name of associate establishment % %

Hansteen UK Industrial Property Unit Trust Jersey 33.3 30.0

Hansteen UK Industrial Property Unit Trust II Jersey 33.3 30.0

Ashtenne Industrial Fund Unit Trust Jersey 27.5 27.5

Norwepp Limited Partnership UK 13.8 13.8

Aggregated amounts relating to associates

 2013 2012 
6XPPDULVHG�EDODQFH�VKHHWV £’000 £’000

Investment properties 712,579� �������

Cash 74,183� ������

Borrowings (346,041)� ��������

Other net liabilities (20,452)� �������

Net assets  420,269� ������

Revenues 33,436� ������

3URȴW� 46,044� �����

7KH�UHYHQXHV�DQG�SURȴW�DERYH�UHODWH�WR�WKH�SHULRG�RI�RZQHUVKLS�E\�WKH�*URXS�
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20. Deferred tax

Group  Carrying  Currency 
  value of contracts and  Short-term 
  investment interest rate  timing 
� � SURSHUWLHV� GHULYDWLYHV� /RVVHV� GLHUHQFHV� 7RWDO 
  £’000 £’000 £’000 £’000 £’000

$W���-DQXDU\������ � ��������� ������ ������ ������ �������

�&KDUJH��FUHGLW�WR�LQFRPH� � �������� �������� ������ ������ �������

([FKDQJH�GLHUHQFHV� � ������ ��� ��� ���� �����

At 31 December 2013  (16,279) 289 3,866 (1,501) (13,625)

'HIHUUHG�WD[�DVVHWV� � �� ���� ������ �� �����

'HIHUUHG�WD[�OLDELOLWLHV� � ��������� ���� ������ �������� ��������

Company  Carrying  Currency 
  value of contracts and  Short-term 
  investment interest rate  timing 
� � SURSHUWLHV� GHULYDWLYHV� /RVVHV� GLHUHQFHV� 7RWDO 
  £’000 £’000 £’000 £’000 £’000

$W���-DQXDU\������ � �� ���� ���� �� �����

Charge to income  - (338) 817 - 479

At 31 December 2013  - 74 1,509 - 1,583

'HIHUUHG�WD[�DVVHWV� � �� ��� ������ �� �����

$W����'HFHPEHU������WKH�*URXS�KDV�XQXWLOLVHG�WD[�ORVVHV�RI�e������������������e������������DYDLODEOH�IRU�
RVHW�DJDLQVW�IXWXUH�WD[DEOH�SURȴWV��$�GHIHUUHG�WD[�DVVHW�KDV�EHHQ�UHFRJQLVHG�LQ�UHVSHFW�RI�e������������������
e�����������RI�VXFK�ORVVHV��1R�GHIHUUHG�WD[�DVVHW�KDV�EHHQ�UHFRJQLVHG�LQ�UHVSHFW�RI�WKH�UHPDLQLQJ�ORVVHV�GXH�WR�WKH�
XQSUHGLFWDELOLW\�RI�IXWXUH�WD[DEOH�SURȴWV��

Unutilised losses carried forward at 31 December for which no deferred tax asset has been recognised expire as 
follows:

   Group Group Company Company 
   2013 2012 2013 2012 
   £’000 £’000 £’000 £’000

Expiring in 2017   776� ������ - -

Expiring in 2018   1,521� ������ - -

Expiring in 2019   3,957� ������ - -

Expiring in 2020   17,755� ������� - -

Expiring in 2021   44 - - -

Carried forward without restriction   57,019� ������� 40,366� ������

Total   81,072� ������� 40,366� ������

The UK Government has announced that UK corporation tax rates will fall over the period to 1 April 2014 from the 
current rate of 23% to 20%. The impact of the proposed rate change is not material to the Group. 
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21. Derivative financial instruments 
7KH�*URXS�HQWHUV�LQWR�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV�WR�SURYLGH�DQ�HFRQRPLF�KHGJH�WR�LWV�LQWHUHVW�UDWH�DQG�
foreign exchange risks. Further details on interest rate and foreign exchange risks are included in note 34. 

   Group Group Company Company 
   2013 2012 2013 2012 
   £’000 £’000 £’000 £’000

Currency options   1,991� ������ 1,991� �����

Interest rate caps   - 6 - 1

Interest rate swaps   (4,919)� ��������� (471)� �������

Convertible Bond   - - (20,277) -

    (2,928)� �������� (18,757)� �����

Current assets   1,641 176 1,641 176

Non-current assets   372� ������ 350� �����

Current liabilities   (471) - (471) -

Non-current liabilities   (4,470)� ��������� (20,277)� �������

)RUHLJQ�FXUUHQF\�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV

Group and Company Average contract Notional Fair
 exchange rate principal amount value
 2013 2012 2013 2012 2013 2012 
 EUR:GBP EUR:GBP £’000 £’000 £’000 £’000

&XUUHQF\�RSWLRQV���EX\�(XUR��VHOO�6WHUOLQJ     

In less than one year 1:1.253 1:1.300 224,925� ������� 1,641 176

In more than one year but less than two 1:1.300 1:1.247 27,907� �������� 350� �����

ΖQ�PRUH�WKDQ�WZR�\HDUV�EXW�OHVV�WKDQ�ȴYH� - - - - - -
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ΖQWHUHVW�UDWH�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV

Group Average contract Notional Fair
� ȴ[HG�LQWHUHVW�UDWH� SULQFLSDO�DPRXQW� YDOXH
 2013 2012 2013 2012 2013 2012 
 % % £’000 £’000 £’000 £’000

ΖQWHUHVW�UDWH�VZDSV�Ȃ�UHFHLYH�ȵRDWLQJ�SD\�ȴ[HG     

In less than one year 2.5 - 62,479 - (471) -

In more than one year but less than two 2.0 2.5 187,840� ������� (4,044)� �������

ΖQ�PRUH�WKDQ�WZR�\HDUV�EXW�OHVV�WKDQ�ȴYH� 0.9 1.9 52,431� �������� (404)� �������

      302,750� �������� (4,919)� ��������

ΖQWHUHVW�UDWH�FDSV�Ȃ�UHFHLYH�ȵRDWLQJ�SD\�ȴ[HG     

In less than one year 4.0 - 20,826 - - -

In more than one year but less than two 4.5 4.0 77,644� ������� - 1

ΖQ�PRUH�WKDQ�WZR�\HDUV�EXW�OHVV�WKDQ�ȴYH� - 4.8 -� ������� - 5

      98,470� ������� - 6

Company Average contract Notional Fair
� ȴ[HG�LQWHUHVW�UDWH� SULQFLSDO�DPRXQW� YDOXH
 2013 2012 2013 2012 2013 2012 
 % % £’000 £’000 £’000 £’000

ΖQWHUHVW�UDWH�VZDSV�Ȃ�UHFHLYH�ȵRDWLQJ�SD\�ȴ[HG     

In less than one year 2.5 - 62,479 - (471) -

In more than one year but less than two - 2.5 -� ������� -� �������

ΖQ�PRUH�WKDQ�WZR�\HDUV�EXW�OHVV�WKDQ�ȴYH� - - - - - -

      62,479� ������� (471)� �������

ΖQWHUHVW�UDWH�FDSV�Ȃ�UHFHLYH�ȵRDWLQJ�SD\�ȴ[HG     

In less than one year 4.0 - 20,826 - - -

In more than one year but less than two - 4.0 -� ������� - 1

ΖQ�PRUH�WKDQ�WZR�\HDUV�EXW�OHVV�WKDQ�ȴYH� - - - - - -

      20,826� ������� - 1

22. Trading properties
 Group Group 
 2013 2012 
 £’000 £’000

Balance at 1 January 10,765� ������

Additions 642� �����

Disposals (1,339)� �������

Balance at 31 December 10,068� ������

The carrying amount approximates to the fair value of the trading properties.
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23. Trade and other receivables

   Group Group Company Company 
   2013 2012 2013 2012 
   £’000 £’000 £’000 £’000

Trade receivables   6,182� ������ - -

Amounts owed by subsidiary undertakings   - - 87,381� �������

Amounts owed by related parties   1,732 371 - -

Other receivables   49,484� ������ 82,081 233

Prepayments and accrued income   5,881� ������ 264 27

   63,279� ������� 169,726� �������

*URXS�WUDGH�UHFHLYDEOHV�DUH�VKRZQ�DIWHU�GHGXFWLQJ�D�SURYLVLRQ�IRU�EDG�DQG�GRXEWIXO�GHEWV�RI�e�����������������
e������������7KH�FDUU\LQJ�YDOXH�RI�WUDGH�DQG�RWKHU�UHFHLYDEOHV�DSSUR[LPDWHV�WKHLU�IDLU�YDOXH�

2WKHU�UHFHLYDEOHV�LQFOXGHV�e�����������LQ�UHVSHFW�RI�D�ORDQ�DFTXLUHG�LQ�'HFHPEHU�������

 

24. Cash and cash equivalents
Cash and cash equivalents comprise cash held by the Group and short-term bank deposits with an original 
maturity of three months or less. The carrying value of these assets approximates to their fair value. Included 
ZLWKLQ�FDVK�DQG�FDVK�HTXLYDOHQWV�LV�e����������RI�UHVWULFWHG�FDVK��������e������������

25. Trade and other payables

   Group Group Company Company 
   2013 2012 2013 2012 
   £’000 £’000 £’000 £’000

Trade payables   6,668� ������ - 30

Amounts owed to subsidiary undertakings   - - 132,284� �������

Other payables   2,487� ������� - -

Accruals   13,911� ������ 203 134

Deferred income   8,189� ������ - -

   31,255� ������� 132,487� �������

Trade payables and accruals principally comprise amounts outstanding for trade purchases and ongoing costs. The 
average credit period taken for trade purchases by the Company is 15 days’ (2012: 17 days). For most suppliers no 
LQWHUHVW�LV�FKDUJHG�RQ�WKH�WUDGH�SD\DEOHV�IRU�WKH�ȴUVW����GD\V�IURP�WKH�GDWH�RI�WKH�LQYRLFH��7KHUHDIWHU��LQWHUHVW�LV�
charged on the outstanding balances at various interest rates. The carrying amount of trade and other payables 
approximates their fair value.
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26. Borrowings

 Group Group 
 2013 2012 
 £’000 £’000

Bank loans 391,183� �������

Convertible Bond 99,499 -

Unamortised borrowing costs (787) (855)

  489,895� �������

Current liability 125,457� �����

Non-current liability 364,438� �������

The bank loans and Convertible Bond are repayable as follows:

Within one year or on demand 125,631� �����

Between one and two years 175,182� �������

%HWZHHQ�WKUHH�DQG�ȴYH�\HDUV� 184,354� �������

2YHU�ȴYH�\HDUV� 5,515� �����

  490,682� �������

Undrawn committed facilities

Expiring after more than two years - -

([SLULQJ�DIWHU�PRUH�WKDQ�ȴYH�\HDUV� -� ������

                                           Covenants
 Facility Drawn Expiry Loan to value Interest cover

� Ȝ������������ Ȝ������������ 2FWREHU������ ���� ����

� Ȝ������������ Ȝ������������ )HEUXDU\������ ���� ����

� e����������� e����������� 'HFHPEHU������ ���� ����

� e���������� e���������� $XJXVW������ ���� ����

� Ȝ����������� Ȝ����������� $SULO������ ���� ����

� Ȝ���������� Ȝ���������� -XQH������ ���� ����

� e���������� e���������� -DQXDU\������ ���� ����

� Ȝ������������ Ȝ������������ -XO\������ �� �

� Ȝ����������� Ȝ����������� $XJXVW������WR�'HFHPEHU������ �� �

* On the €226 million facility the loan to value covenant reduces to 75% in 2014. On the £36 million facility the loan to value covenant 
reduces to 65% on 1 January 2014 and further reduces to 55% on 1 January 2015. On the €88 million facility the loan to value covenant 
reduces by 2% per year from July 2014.

Security for secured borrowings at 31 December 2013 is provided by charges on property with an aggregate 
carrying value of £744 million (31 December 2012: £705 million).

ΖQ�-XO\�������+DQVWHHQ��-HUVH\��6HFXULWLHV�/LPLWHG�LVVXHG�Ȝ����PLOOLRQ�RI�&RQYHUWLEOH�%RQGV�ZLWK�D�FRXSRQ�RI�������
7KH�ERQGV�ZLOO��VXEMHFW�WR�WKH�VDWLVIDFWLRQ�RI�FHUWDLQ�FRQGLWLRQV��EH�FRQYHUWLEOH�LQWR�RUGLQDU\�VKDUHV�RI�WKH�&RPSDQ\��
The initial conversion price was set at a premium of 22.5% above the volume weighted average share price 
EHWZHHQ�ODXQFK�DQG�SULFLQJ��DQG�ZLOO�EH�VXEMHFW�WR�DGMXVWPHQWV�SXUVXDQW�WR�WKH�WHUPV�DQG�FRQGLWLRQV�RI�WKH�ERQGV�
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8QGHU�WKH�WHUPV�RI�WKH�ERQGV��WKH�&RPSDQ\�ZLOO�KDYH�WKH�ULJKW�WR�HOHFW�WR�VHWWOH�DQ\�FRQYHUVLRQ�HQWLUHO\�LQ�RUGLQDU\�
VKDUHV�RI�WKH�&RPSDQ\��FDVK�RU�D�FRPELQDWLRQ�RI�VKDUHV�DQG�FDVK��ΖI�QRW�SUHYLRXVO\�FRQYHUWHG��UHGHHPHG�RU�
SXUFKDVHG�DQG�FDQFHOOHG��WKH�ERQGV�ZLOO�EH�UHGHHPHG�DW�SDU�LQ�-XO\�������

The €226 million facility is provided to a number of the Company’s subsidiaries by a syndicate of lenders. In 
6HSWHPEHU�������WKH�&RPSDQ\�DFTXLUHG�Ȝ�����PLOOLRQ�RI�WKH�IDFLOLW\�IURP�RQH�RI�WKH�V\QGLFDWH�RI�OHQGHUV��7KH�
Company paid for €54.1 million to acquire the loan. All other disclosures regarding this facility have been made net 
of the repayment of the €56.6 million.

ΖQWHUHVW�UDWH�DQG�FXUUHQF\�SURȴOH

Group   2013 2013 2012 2012 
   % £’000 % £’000

Euros   2.34 448,024� ���� �������

Sterling   3.59 42,658� ���� ������

   2.45 490,682� ���� �������

7KH�*URXS�HQWHUV�LQWR�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV�WR�SURYLGH�DQ�HFRQRPLF�KHGJH�WR�LWV�LQWHUHVW�UDWH�ULVN��
Further details on interest rate risk are included in note 34 and the interest rate derivatives are disclosed in note 
����$IWHU�WDNLQJ�LQWR�DFFRXQW�WKH�HHFW�RI�WKH�LQWHUHVW�UDWH�VZDSV�WKH�ZHLJKWHG�DYHUDJH�LQWHUHVW�UDWHV�DUH������IRU�
the Euro borrowings (2012: 3.0%) and 4.0% for the Sterling borrowings (2012: 3.9%).

27. Obligations under finance leases

Group Minimum Present value of 
 lease payments lease payments
   2013 2012 2013 2012 
   £’000 £’000 £’000 £’000

$PRXQWV�SD\DEOH�XQGHU�ȴQDQFH�OHDVHV�     

Within one year   321 314 178 165

ΖQ�WKH�VHFRQG�WR�ȴIWK�\HDUV�LQFOXVLYH� � � 1,283� ������ 776 729

$IWHU�ȴYH�\HDUV� � � 2,474� ������ 2,088� �����

   4,078� ������ 3,042� �����

/HVV��IXWXUH�ȴQDQFH�FKDUJHV� � � (1,036)� �������� - -

Present value of lease obligations   3,042� ������ 3,042� �����

Less: amount due for settlement within 12 months       178 165

Amount due for settlement after 12 months       2,864� �����

The lease is denominated in Euros and had an outstanding term of 10 years (2012: 11 years). For the year ended 31 
'HFHPEHU������WKH�LQWHUHVW�UDWH�LPSOLFLW�LQ�WKH�OHDVH�ZDV��������������������ΖQWHUHVW�UDWHV�DUH�ȴ[HG�HYHU\�ȴYH�\HDUV��
DQG�LQWHUHVW�UDWH�DQG�FDSLWDO�UHSD\PHQWV�DGMXVWHG�WR�UHȵHFW�WKLV��

The fair value of the Group’s lease obligations approximates their carrying amount. The Group’s obligations under 
WKH�ȴQDQFH�OHDVH�DUH�VHFXUHG�E\�WKH�OHVVRUVȇ�ULJKWV�RYHU�WKH�OHDVHG�DVVHWV�
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28. Share capital

Group and Company 2013 2012 
 £’000 £’000

Issued and fully paid

������������RUGLQDU\�VKDUHV�RI���S�HDFK��������������������� 64,050� ������

7KH�VKDUH�FDSLWDO�FRPSULVHV�RQH�FODVV�RI�RUGLQDU\�VKDUHV�FDUU\LQJ�QR�ULJKW�WR�ȴ[HG�LQFRPH��7KHUH�DUH�QR�VSHFLȴF�
UHVWULFWLRQV�RQ�WKH�VL]H�RI�D�VKDUHKROGLQJ�RU�WKH�WUDQVIHU�RI�VKDUHV��H[FHSW�IRU�8.�5(Ζ7�UHVWULFWLRQV��

'XULQJ�WKH�\HDU��WKH�&RPSDQ\�LVVXHG���������RUGLQDU\�VKDUHV�LQ�H[FKDQJH�IRU�D�Ȝ��������GHEHQWXUH�LVVXHG�E\�LWV�
VXEVLGLDU\�+DQVWHHQ�1HWKHUODQGV�%9��7KH�GHEHQWXUH�ZDV�LVVXHG�WR�DHFW�WKH�SXUFKDVH�RI�WKH�PLQRULW\�LQWHUHVW�LQ�
+DQVWHHQ�2UPL[�%9������������VKDUH�RSWLRQV�ZHUH�H[HUFLVHG�GXULQJ�WKH�\HDU��6HH�QRWH����

29. Notes to the cash flow statement

   Group Group Company Company 
   2013 2012 2013 2012 
   £’000 £’000 £’000 £’000

3URȴW�IRU�WKH�\HDU� � � 58,050� ������� 34,179� �����

Adjustments for:     

Share-based payments   780 431 780 431

'HSUHFLDWLRQ�RI�SURSHUW\��SODQW�DQG�HTXLSPHQW� � � 126 107 - -

6KDUH�RI�SURȴWV�RI�DVVRFLDWH� � � (32,402)� �������� - -

3URȴW�RQ�VDOH�RI�LQYHVWPHQW�SURSHUWLHV� � � (4,883) (855) - -

3URȴW�RQ�VDOH�RI�VXEVLGLDU\� � � (1,308) (56) - -

Fair value gains on investment properties   (12,556)� ��������� - -

Impairment of investment in subsidiary   - - 67,676� ������

Dividends received   - - (128,726)� ��������

1HW�ȴQDQFH�FRVWV� � � 35,201� ������� 24,876� �����

Tax charge   7,290� ������ (478) 222

2SHUDWLQJ�FDVK�LQȵRZV��RXWȵRZV��EHIRUH�PRYHPHQWV�LQ�ZRUNLQJ�FDSLWDO� � � 50,298� ������� (1,693)� �������

Decrease in trading properties   697� ������ - -

Increase in receivables   (2,743)� �������� (48,506)� ��������

Increase in payables   4,134� ������ 2,712� ������

Cash generated from/(used by) operations   52,386� ������� (47,487)� ������

Income taxes (paid)/received   (2,872)� ������ -� �����

Interest paid   (16,038)� ��������� (6,189)� �������

1HW�FDVK�LQȵRZ��RXWȵRZ��IURP�RSHUDWLQJ�DFWLYLWLHV� � � 33,476� ������� (53,676)� ������
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30. Operating lease arrangements

The Group as lessee
As at the balance sheet date the Group had outstanding commitments for future minimum lease payments under 
QRQ�FDQFHOODEOH�RSHUDWLQJ�OHDVHV��ZKLFK�IDOO�GXH�DV�IROORZV�

 Group Group 
 2013 2012 
 £’000 £’000

Within one year 1,068 952

ΖQ�WKH�VHFRQG�WR�ȴIWK�\HDUV�LQFOXVLYH� 2,894� �����

$IWHU�ȴYH�\HDUV� 31,789� ������

 35,751� ������

7KH�H[SHQVH�UHODWLQJ�WR�RSHUDWLQJ�OHDVHV�LQ�WKH�\HDU�ZDV�e�����������������e���������

Operating lease payments represent rentals payable by the Group under ground rent leases for land relating 
WR�FHUWDLQ�RI�LWV�EXLOGLQJV�WKDW�DUH�FODVVLȴHG�DV�LQYHVWPHQW�SURSHUWLHV�DQG�UHQWDOV�SD\DEOH�LQ�UHVSHFW�RI�LWV�RɝFH�
properties. 

The Group as lessor
The Group leases all of its investment properties under operating leases. As at the balance sheet date the Group 
had contracted with tenants for the following future aggregate minimum rentals receivable under non-cancellable 
operating leases: 

 Group Group 
 2013 2012 
 £’000 £’000

Within one year 62,208� ������

ΖQ�WKH�VHFRQG�WR�ȴIWK�\HDUV�LQFOXVLYH� 126,185� �������

$IWHU�ȴYH�\HDUV� �57,305� ������

   245,698� �������

31. Share-based payments
'XULQJ�WKH�\HDU�HQGHG����'HFHPEHU�������WKH�*URXS�KDG�WKUHH�HTXLW\�VHWWOHG�VKDUH�VFKHPHV��

ɅȏɄ�����6KDUH�2SWLRQ�6FKHPH

ɅȏɄ/RQJ�WHUP�LQFHQWLYH�SODQ

ɅȏɄ3HUIRUPDQFH�6KDUH�3ODQ

7KH�WRWDO�VKDUH�EDVHG�SD\PHQW�FKDUJH�IRU�WKH�\HDU�XQGHU�WKHVH�VFKHPHV�ZDV�e���������������e���������
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2005 Share Option Scheme
The 2005 Share Option Scheme is open to certain senior employees of the Group and during the year had six 
SDUWLFLSDQWV�RQH�RI�ZKRP��5LFKDUG�/RZHV��ZDV�JUDQWHG�RSWLRQV�SULRU�WR�EHFRPLQJ�DQ�([HFXWLYH�'LUHFWRU�RI�WKH�
Company. None of the other Directors of the Company have been granted options under the Scheme. In the case 
RI�RSWLRQV�JUDQWHG�ZLWKLQ�WKUHH�PRQWKV�RI�DGPLVVLRQ�RI�VKDUHV�WR�WUDGLQJ�RQ�$Ζ0��RSWLRQV�DUH�H[HUFLVDEOH�DW�WKH�
SULFH�DW�ZKLFK�VKDUHV�ZHUH�SODFHG�LQ�FRQQHFWLRQ�ZLWK�WKH�ȵRDW��EHLQJ�e��SHU�VKDUH��$OO�RSWLRQV�JUDQWHG�DIWHU�WKLV�
date are exercisable at a price equal to the average quoted market price of the ordinary shares of the Company on 
the date of grant. 

The options have a three-year vesting period that is not subject to performance conditions. The options expire if 
they remain unexercised after a period of 10 years from the date of grant. Options are normally forfeited if the 
employee leaves the Group before the options vest. No options were granted under this scheme during the year. 
The following options were exercised during the year:

Year issued Exercise price Number exercised

����� ����S� �������

����� ����S� �������

����� ����S� �������

7KH�DJJUHJDWH�IDLU�YDOXH�RI�WKH�RXWVWDQGLQJ�RSWLRQV�LV�e��������7KH�ZHLJKWHG�DYHUDJH�UHPDLQLQJ�OLIH�LV������������
5.97 years).

Details of the share options outstanding are as follows:

Year issued Exercise price Number outstanding Number exercisable Average remaining life (years)

����� �����S� �������� �������� ���

����� ����S� �������� �� ���

Long-term incentive scheme (LTIP)
7KH�-RLQW�&KLHI�([HFXWLYHV�DUH�HQWLWOHG�WR�D�ERQXV�VKDUH�DZDUG�GHSHQGDQW�RQ�WKH�JURZWK�LQ�WKH�1$9��1$9�LV�GHȴQHG�
as the fully diluted EPRA NAV for the purposes of the LTIP. The target for the bonus is that the NAV per ordinary 
share (after adding back dividends and other returns to shareholders) must exceed a compound growth rate of 
10% per annum in a three-year period. The bonus is calculated as 12.5% of the excess growth over the 10% growth 
WDUJHW��PXOWLSOLHG�E\�WKH�QXPEHU�RI�RUGLQDU\�VKDUHV�LQ�LVVXH��

$Q\�DPRXQW�SD\DEOH�XQGHU�WKH�/RQJ�7HUP�ΖQFHQWLYH�3ODQ�LV�WR�EH�VDWLVȴHG�LQ�IXOO�E\�RUGLQDU\�VKDUHV�RI�WKH�
Company. No award was due for the 12 month period ended 31 December 2013 and no LTIP awards have been 
PDGH�VLQFH�ȵRWDWLRQ�LQ�������7KLV�ERQXV�VFKHPH�ZLOO�EH�UHSHDWHG�WR�UHZDUG�SHUIRUPDQFH�LQ�HDFK�WKUHH�\HDU�
SHULRG��WKH�QH[W�HQGLQJ�RQ����'HFHPEHU������

The price per share to be used when determining the number of shares which the Joint Chief Executives are 
HQWLWOHG�WR�ZLOO�EH�WKH�DYHUDJH�PLG�PDUNHW�TXRWDWLRQ�IRU�VXFK�VKDUHV�RQ�WKH�0DLQ�0DUNHW�IRU�WKH�ȴUVW����GHDOLQJ�
days immediately following the end of the relevant period. A progressive dividend growth policy is assumed in all 
fair value calculations. 
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Performance Share Plan (PSP)
The PSP was introduced in 2012. The PSP awards share options with a nil exercise price to Executive Directors and 
the senior management team. The number of options granted is calculated with reference to the share price prior 
to the grant date.

�7R�UHȵHFW�WKH�IDFW�WKDW������ZDV�D�WUDQVLWLRQDO�\HDU�EHWZHHQ�WKH������6KDUH�2SWLRQ�6FKHPH�DQG�WKH�363��WZR�
DZDUGV��HDFK�ZRUWK�����RU�����RI�VDODU\��ZHUH�JUDQWHG�WR�SDUWLFLSDQWV��RQH�ZLWK�D�WZR�\HDU�SHUIRUPDQFH�SHULRG�
and one with a three-year performance period. Vesting of the awards is staggered over three years with one third 
vesting each year if performance targets are met. Further awards were made in 2013. Performance targets are 
based on Total Shareholder Return and Net Asset Value plus dividends relative to a peer group of listed UK REITs.

Year issued Exercise price Number outstanding Number exercisable Average remaining life (years)

����� QLO� ���������� �� ���

����� QLO� ���������� �� ���

The inputs to the valuation were:
 2012 PSP 2013 PSP

Weighted average share price 72.34p 86.40p

Weighted average exercise price nil nil

Weighted average fair value 51.69p 69.77p

Expected volatility 31.1% 24.3%

Expected life 2 years 2 years

Risk free rate 0.21% 0.30%

32. Events after the balance sheet date
A second dividend in respect of the year ended 31 December 2013 of 2.9p per share will be payable on 21 May 
2014 to shareholders on the register on 25 April 2014. 

The UK Government has announced that UK corporation tax rates will fall over the period to 1 April 2014 from the 
current rate of 23% to 20%. The impact of the proposed rate change is not material to the Group.

ΖQ�)HEUXDU\�������WKH�*URXS�VHFXUHG�QHZ�ȴQDQFLQJ�IRU�ERWK�WKH�Ȝ����PLOOLRQ�IDFLOLW\�GXH�WR�H[SLUH�LQ�2FWREHU������
DQG�WKH�Ȝ����PLOOLRQ�IDFLOLW\�ZKLFK�ZDV�GXH�WR�H[SLUH�LQ�)HEUXDU\�������%RWK�KDYH�EHHQ�UHȴQDQFHG�IRU�ȴYH�\HDU�
terms.
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33. Related party transactions
Group

Trading transactions
'XULQJ�WKH�\HDU��*URXS�VXEVLGLDULHV�HQWHUHG�LQWR�WUDGLQJ�WUDQVDFWLRQV�ZLWK�UHODWHG�SDUWLHV�ZKR�DUH�QRW�PHPEHUV�RI�
the Group:

 Purchase/(provision)  Amounts owed (to)/ 
 of services from related parties
   2013 2012 2013 2012 
   £’000 £’000 £’000 £’000

Ormix B.V.   27 38 - (4)

Hansteen UK Industrial Property Limited Partnership   (1,218)� �������� 374 371

Treforest Unit Trust   (100) (100) - -

Hansteen Industrial Parks Limited   - - - -

Hansteen UK Industrial Property II Limited Partnership   (295) - 294 -

Ashtenne Industrial Fund Limited Partnership   (1,100) - 900 -

$SLD�5HJLRQDO�2ɝFH�)XQG� � � (86) - 75 -

Norwepp Limited Partnership   (226) - 132 -

   (2,998)� �������� 1,775 367

3ULRU�WR����1RYHPEHU�������2UPL[�%�9��RZQHG�����RI�WKH�LVVXHG�RUGLQDU\�VKDUHV�RI�+DQVWHHQ�2UPL[�%�9��7KH�
remaining 75% of the issued ordinary shares of Hansteen Ormix B.V. were owned by the Group. Ormix B.V. is 
therefore considered to be a related party of the Group. Purchases of services from Ormix B.V. were made at prices 
comparable with those paid by the Group for similar services from unrelated parties. 

7KH�*URXS�RZQV�����RI�+DQVWHHQ�8.�ΖQGXVWULDO�3URSHUW\�8QLW�7UXVW������RI�+DQVWHHQ�8.�ΖQGXVWULDO�3URSHUW\�8QLW�
7UXVW�ΖΖ�DQG�������RI�$VKWHQQH�ΖQGXVWULDO�)XQG�8QLW�7UXVW��DV�GHWDLOHG�LQ�QRWH�����7KH�*URXS�SURYLGHV�PDQDJHPHQW�
VHUYLFHV�WR�FRPSDQLHV�FRQWUROOHG�E\�+DQVWHHQ�8.�ΖQGXVWULDO�3URSHUW\�8QLW�7UXVW��+DQVWHHQ�8.�ΖQGXVWULDO�3URSHUW\�
8QLW�7UXVW�ΖΖ�DQG�$VKWHQQH�ΖQGXVWULDO�)XQG�8QLW�7UXVW��ZKLFK�DUH�PDGH�DW�SULFHV�FRPSDUDEOH�WR�WKRVH�WKDW�ZRXOG�EH�
charged for similar services provided to unrelated parties. Hansteen UK Industrial Property Unit Trust’s subsidiaries 
LQFOXGH�+DQVWHHQ�8.�ΖQGXVWULDO�3URSHUW\�/LPLWHG�3DUWQHUVKLS��7UHIRUHVW�8QLW�7UXVW�DQG�+DQVWHHQ�ΖQGXVWULDO�3DUNV�
Limited.  Hansteen UK Industrial Property Unit Trust II’s subsidiaries include Hansteen UK Industrial Property II 
Limited Partnership. Ashtenne Industrial Fund Unit Trust subsidiaries include Ashtenne Industrial Fund Limited 
3DUWQHUVKLS��ZKLFK�LQ�WXUQ�KDV�D�����VWDNH�LQ�1RUZHSS�/LPLWHG�3DUWQHUVKLS��

Remuneration of key management personnel
7KH�DJJUHJDWH�UHPXQHUDWLRQ�RI�WKH�'LUHFWRUV��ZKR�DUH�WKH�NH\�PDQDJHPHQW�SHUVRQQHO�RI�WKH�*URXS�DQG�WKH�
&RPSDQ\��LV�VHW�RXW�EHORZ��7KH�UHPXQHUDWLRQ�LV�SDLG�E\�+DQVWHHQ�/LPLWHG�DQG�IRUPV�SDUW�RI�WKH�PDQDJHPHQW�IHH�
charged to the Company. Further information about the remuneration of individual Directors is provided in the 
audited part of the Remuneration Report on pages 118 and 119.
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 Group Group 
 2013 2012 
 £’000 £’000

6KRUW�WHUP�HPSOR\HH�EHQHȴWV� 1,934� �����

3RVW�HPSOR\PHQW�EHQHȴWV� 166 159

 1,768� �����

Company

Transactions with subsidiaries
The Company enters into loans with its subsidiaries to provide long-term funding for their investment activities. 
Interest is charged on these loans at LIBOR plus 1.75% (2012: 1.75%) or EURIBOR plus 1.75% (2012: 1.75%) for 
FRPSDQLHV�RZQHG�DV�DW���-DQXDU\�������RU�(85Ζ%25�SOXV���������������������IRU�+DQVWHHQ�*HUPDQ\�+ROGLQJV�
6�¢�U�O���RU�/Ζ%25�SOXV������IRU�FRPSDQLHV�DFTXLUHG�RU�LQFRUSRUDWHG�DIWHU���-DQXDU\�������7KH�&RPSDQ\�SURYLGHV�
LQWHUHVW�IUHH�ORDQV�WR�+DQVWHHQ�/3�/LPLWHG��+DQVWHHQ�2ɝFH�	�5HWDLO�/LPLWHG�DQG�+DQVWHHQ�/3�1R���/LPLWHG��WR�
ȴQDQFH�WKHLU�RSHUDWLRQV�

7KH�&RPSDQ\�LV�FKDUJHG�PDQDJHPHQW�IHHV�E\�LWV�PDQDJHPHQW�VXEVLGLDU\��+DQVWHHQ�/LPLWHG��ZKLFK�XQGHUWDNHV�
day-to-day management of the Hansteen Group on behalf of the Company.

6XUSOXV�IXQGV�LQ�VXEVLGLDU\�FRPSDQLHV�DUH�ORDQHG�WR�WKH�&RPSDQ\�DW�(85Ζ%25�SOXV����������������������/Ζ%25�
SOXV���������������������RU�(85Ζ%25�SOXV���������������������IRU�+DQVWHHQ�*HUPDQ\�+ROGLQJV�6�¢�U�O���RU�(85Ζ%25�
plus 3.75% (2012: n/a) for Hansteen Germany (5) S.à r.l. or 4.97%  (2012: n/a) for Hansteen (Jersey) Securities 
Limited.

A summary of the transactions with the subsidiaries is as follows:

 Group Group 
 2013 2012 
 £’000 £’000

Interest-bearing loans made to subsidiaries 1,525� ������

Interest-bearing loans repaid by subsidiaries (35,515)� ��������

Interest bearing loans made by subsidiaries (88,166)� ��������

Interest-bearing loans repaid to subsidiaries 81,008 216

Interest-free loans made to subsidiaries 11,688 -

Interest-free loans repaid by subsidiaries (3,850)� �������

Loan fee disbursements recharged to subsidiaries 176 143

Interest income received in respect of interest-bearing loans 2,166� �����

Interest paid in respect of interest-bearing loans (4,711)� �������

Management fees charged to the Company (1,584)� �������

The balances outstanding at the year end from transactions with subsidiaries are as follows:

 Group Group 
 2013 2012 
 £’000 £’000

Amounts due from subsidiaries included in trade and other receivables 87,381� �������

Amounts due to subsidiaries included in trade and other payables (132,284)� ���������

 (44,903)� �������
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34. Financial instruments
7KH�WDEOH�EHORZ�VHWV�RXW�WKH�FDWHJRULVDWLRQ�RI�WKH�ȴQDQFLDO�LQVWUXPHQWV�KHOG�E\�WKH�*URXS�DW����'HFHPEHU�������
:KHUH�WKH�ȴQDQFLDO�LQVWUXPHQWV�DUH�KHOG�DW�IDLU�YDOXH�WKH�YDOXDWLRQ�OHYHO�LQGLFDWHV�WKH�SULRULW\�RI�WKH�LQSXWV�WR�
the valuation technique. The fair value hierarchy gives the highest priority to quoted prices in active markets for 
identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). If the inputs used to 
PHDVXUH�IDLU�YDOXH�IDOO�ZLWKLQ�GLHUHQW�OHYHOV�RI�WKH�KLHUDUFK\��WKH�FDWHJRU\�OHYHO�LV�EDVHG�RQ�WKH�ORZHVW�SULRULW\�OHYHO�
LQSXW�WKDW�LV�VLJQLȴFDQW�WR�WKH�IDLU�YDOXH�PHDVXUHPHQW�RI�WKH�LQVWUXPHQW�LQ�LWV�HQWLUHW\�

   Group Group Company Company 
 Valuation  2013 2012 2013 2012 
 level  £’000 £’000 £’000 £’000

Financial assets     

Designated as held for trading     

Currency options 2  1,991� ������ 1,991� �����

Interest rate caps 2  - 6 - 1

   1,991� ������ 1,991� �����

Loans and receivables     

Trade and other receivables 2  57,398� ������� 169,462� �������

Cash and cash deposits 2  57,779� �������� 28,534� ������

     115,177� �������� 197,996� �������

   117,168� �������� 199,987� �������

Financial liabilities      

Designated as held for trading     

Interest rate swaps   (4,919)� ��������� (471)� �������

Convertible Bond derivative 2  - - (20,277) -

   (4,919)� ��������� (20,748)� �������

$W�IDLU�YDOXH�WKURXJK�SURȴW�DQG�ORVV     

Convertible Bond 2  (99,499) - -  -

At amortised cost     

2EOLJDWLRQV�XQGHU�ȴQDQFH�OHDVHV� �� � (3,042)� �������� - -

Borrowings 2  (390,396)� ���������� - -

   (393,438)� ���������� - -

2WKHU�ȴQDQFLDO�OLDELOLWLHV     

Payables and accruals 2  (23,066)� ��������� (132,487)� ���������

     (520,922)� ���������� (153,235)� ���������

Capital risk management
The Group manages its capital to ensure that entities in the Group will be able to continue as a going concern 
while maximising the return to stakeholders through the optimisation of the debt and equity balance. The capital 
VWUXFWXUH�RI�WKH�*URXS�FRQVLVWV�RI�GHEW��ZKLFK�LQFOXGHV�WKH�ERUURZLQJV��WKH�REOLJDWLRQV�XQGHU�ȴQDQFH�OHDVHV��FDVK�
DQG�FDVK�HTXLYDOHQWV�DQG�HTXLW\�DWWULEXWDEOH�WR�HTXLW\�KROGHUV�RI�WKH�SDUHQW��FRPSULVLQJ�LVVXHG�FDSLWDO��UHVHUYHV�
DQG�UHWDLQHG�HDUQLQJV��DOO�DV�GLVFORVHG�LQ�WKH�EDODQFH�VKHHW�
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The Group is not subject to externally imposed capital requirements.

The Group’s management reviews the capital structure on a semi-annual basis in conjunction with the Board. As 
SDUW�RI�WKLV�UHYLHZ��PDQDJHPHQW�FRQVLGHUV�WKH�FRVW�RI�FDSLWDO�DQG�WKH�ULVNV�DVVRFLDWHG�ZLWK�HDFK�FODVV�RI�FDSLWDO�DQG�
debt.

Net debt to equity ratio

 Group Group 
 2013 2012 
 £’000 £’000

2EOLJDWLRQV�XQGHU�ȴQDQFH�OHDVHV� 3,042� �����

Borrowings 390,396� �������

Convertible Bond  99,499 -

Convertible Bond MTM (16,194) -

Cash and cash equivalents (57,779)� ���������

Net debt 418,964� �������

Equity attributable to equity holders of the parent 554,657� �������

Net debt to equity ratio 75.5% 63.1%

Carrying value of investment and trading properties 849,536� �������

Net debt to value ratio 49.3% 38.6%

Reconciliation of movement in net debt in the year

 Group Group 
 2013 2012 
 £’000 £’000

Net debt at beginning of year 325,015� �������

&DVK�ȵRZ

Net decrease in cash and cash equivalents 60,453� ������

New bank loans raised (net of expenses) 189,463� �����

Bank loans repaid (net of expenses) (144,368)� ��������

5HSD\PHQWV�RI�REOLJDWLRQV�XQGHU�ȴQDQFH�OHDVHV� (176) (158)

Other

Disposed (20,408) -

Foreign exchange movements recognised in equity 8,221� ��������

Foreign exchange movements recognised in the income statement (271) 197

Amortisation of bank loan fees 1,035 586

 418,964� �������

Financial risk management objectives
7KH�*URXS�PRQLWRUV�DQG�PDQDJHV�WKH�ȴQDQFLDO�ULVNV�UHODWLQJ�WR�WKH�RSHUDWLRQV�RI�WKH�*URXS�WKURXJK�LQWHUQDO�ULVN�
reports which analyse exposures by degree and magnitude of risks. These risks include market risk (including 
FXUUHQF\�ULVN��LQWHUHVW�UDWH�ULVN�DQG�SULFH�ULVN���FUHGLW�ULVN�DQG�OLTXLGLW\�ULVN�
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7KH�*URXS�VHHNV�WR�PLQLPLVH�WKH�HHFWV�RI�WKHVH�ULVNV�E\�XVLQJ�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV�WR�HFRQRPLFDOO\�
KHGJH�WKHVH�ULVN�H[SRVXUHV��7KH�XVH�RI�ȴQDQFLDO�GHULYDWLYHV�LV�JRYHUQHG�E\�WKH�*URXSȇV�SROLFLHV�DSSURYHG�E\�WKH�
Board of Directors. Compliance with policies and exposure limits is reviewed by the Board and management on 
D�FRQWLQXRXV�EDVLV��7KH�*URXS�GRHV�QRW�HQWHU�LQWR�RU�WUDGH�LQ�ȴQDQFLDO�LQVWUXPHQWV��LQFOXGLQJ�GHULYDWLYH�ȴQDQFLDO�
LQVWUXPHQWV��IRU�VSHFXODWLYH�SXUSRVHV�

7KH�*URXSȇV�PDQDJHPHQW�UHSRUWV�TXDUWHUO\�WR�WKH�%RDUG�DQG�EL�DQQXDOO\�WR�WKH�$XGLW�&RPPLWWHH��DQ�LQGHSHQGHQW�
body that monitors risks and policies implemented to mitigate risk exposures.

Market risk
7KH�*URXSȇV�DFWLYLWLHV�H[SRVH�LW�SULPDULO\�WR�WKH�ȴQDQFLDO�ULVNV�RI�FKDQJHV�LQ�IRUHLJQ�FXUUHQF\�H[FKDQJH�UDWHV�DQG�
LQWHUHVW�UDWHV��7KH�*URXS�HQWHUV�LQWR�D�YDULHW\�RI�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV�WR�PDQDJH�LWV�H[SRVXUH�WR�LQWHUHVW�
UDWH�DQG�IRUHLJQ�FXUUHQF\�ULVN��LQFOXGLQJ�

ɅȏɄ�LQWHUHVW�UDWH�VZDSV�DQG�FDSV�WR�PLWLJDWH�WKH�ULVN�RI�ULVLQJ�LQWHUHVW�UDWHV��DQG

ɅȏɄ�IRUZDUG�IRUHLJQ�H[FKDQJH�FRQWUDFWV�DQG�FXUUHQF\�RSWLRQV�WR�KHGJH�WKH�H[FKDQJH�UDWH�ULVN�DULVLQJ�RQ�WUDQVODWLRQ�
of the Group’s investment in foreign operations which have the Euro as their functional currency.

Foreign currency risk management
The Group’s exposure to foreign currency arises from the fact that there are foreign operations which transact 
EXVLQHVV�GHQRPLQDWHG�LQ�(XURV��ZLWK�WKH�WUDQVODWLRQ�RI�WKH�ORFDO�WUDGLQJ�SHUIRUPDQFH�DQG�ORFDO�QHW�DVVHW�WR�
6WHUOLQJ�IRU�HDFK�ȴQDQFLDO�SHULRG�DQG�DW�HDFK�EDODQFH�VKHHW�GDWH�JLYLQJ�ULVH�WR�DQ�H[SRVXUH�WR�ȵXFWXDWLRQV�LQ�WKH�
Sterling:Euro exchange rate. The Group’s approach to managing this exposure is to fund investments in Euro-
denominated operations with equity that is covered by forward currency contracts and options to limit the overall 
exposure of the Group. 

7KH�FDUU\LQJ�DPRXQWV�RI�WKH�*URXSȇV�IRUHLJQ�FXUUHQF\�GHQRPLQDWHG�ȴQDQFLDO�LQVWUXPHQWV�DW�WKH�UHSRUWLQJ�GDWH�DUH�
DV�IROORZV��7KH�FDUU\LQJ�DPRXQW�RI�WKH�*URXSȇV�QRQ�ȴQDQFLDO�LQVWUXPHQWV�LQ�(XUR�GHQRPLQDWHG�RSHUDWLRQV�LV�DOVR�
presented.

2013    GBP EUR Total 
    £’000 £’000 £’000

Financial instruments    (14,363) (394,312) (408,675)

Less principal amount of currency options    - (223,675) (223,675)

     (14,363) (617,987) (632,350)

1RQ�ȴQDQFLDO�LQVWUXPHQWV� � � � 251,460 709,437 960,897

Net exposure    237,097 91,450 328,547

2012    GBP EUR Total 
    £’000 £’000 £’000

)LQDQFLDO�LQVWUXPHQWV� � � � ������� ���������� ���������

/HVV�SULQFLSDO�DPRXQW�RI�FXUUHQF\�RSWLRQV� � � � �� ���������� ���������

�� � � � ������� ���������� ���������

1RQ�ȴQDQFLDO�LQVWUXPHQWV� � � � �������� �������� �������

1HW�H[SRVXUH� � � � �������� ������� �������
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Foreign currency sensitivity analysis
7KH�*URXS�LV�H[SRVHG�WR�WKH�HXUR�WKURXJK�LWV�RSHUDWLRQV�LQ�%HOJLXP��)UDQFH��*HUPDQ\�DQG�WKH�1HWKHUODQGV��$W����
'HFHPEHU������WKH�QHW�DVVHWV�RI�WKH�*URXS�ZHUH�e�������������������e�������������RI�ZKLFK�e������������ZHUH�
GHQRPLQDWHG�LQ�(XURV��������e��������������$W����'HFHPEHU������WKH�*URXS�KDG�FXUUHQF\�RSWLRQV�LQ�SODFH�WR�EX\�
e������������6WHUOLQJ�IRU�������������(XURV��

The table below shows the impact of a 10% strengthening or weakening of sterling against the euro in relation to 
ȴQDQFLDO�LQVWUXPHQWV�DORQH�

   Group Group Company Company 
   2013 2012 2013 2012 
   £’000 £’000 £’000 £’000

Increase foreign exchange rates by 10%     

ΖQFUHDVH�LQ�SURȴW�EHIRUH�WD[� � � 10,756� ������� 10,458� ������

Increase in other comprehensive income   35,660� ������� - -

Decrease foreign exchange rates by 10%     

'HFUHDVH�LQ�SURȴW�EHIRUH�WD[� � � (2,099)� ��������� (1,783)� ��������

Decrease in other comprehensive income   (43,584)� ��������� - -

Interest rate risk management
7KH�*URXS�LV�H[SRVHG�WR�LQWHUHVW�UDWH�ULVN�DV�HQWLWLHV�LQ�WKH�*URXS�ERUURZ�IXQGV�DW�ȵRDWLQJ�LQWHUHVW�UDWHV��7KH�ULVN�LV�
PDQDJHG�E\�WKH�*URXS�E\�PDLQWDLQLQJ�DQ�DSSURSULDWH�PL[�EHWZHHQ�ȴ[HG�DQG�ȵRDWLQJ�UDWH�ERUURZLQJV��E\�WKH�XVH�
of interest rate swap contracts and interest rate cap contracts. 

Interest rate sensitivity analysis
The sensitivity analyses below have been determined based on the exposure to interest rates for both derivatives 
and non-derivative instruments during the year. 

   Group Group Company Company 
   2013 2012 2013 2012 
   £’000 £’000 £’000 £’000

Increase interest rates by 1%   5,776� ������ 1,206� �����

Decrease interest rates by 1%   (2,562)� �������� (322)� �������

7KHUH�ZRXOG�KDYH�EHHQ�QR�HHFW�RQ�DPRXQWV�UHFRJQLVHG�GLUHFWO\�LQ�HTXLW\��

Interest rate swap and cap contracts
8QGHU�LQWHUHVW�UDWH�VZDS�FRQWUDFWV��WKH�*URXS�DJUHHV�WR�H[FKDQJH�WKH�GLHUHQFH�EHWZHHQ�ȴ[HG�DQG�ȵRDWLQJ�UDWH�
LQWHUHVW�DPRXQWV�FDOFXODWHG�RQ�DJUHHG�QRWLRQDO�SULQFLSDO�DPRXQWV��8QGHU�LQWHUHVW�UDWH�FDS�FRQWUDFWV��WKH�*URXS�
has limited its exposure to increases in interest rates by capping interest payable on its borrowings. Such contracts 
HQDEOH�WKH�*URXS�WR�PLWLJDWH�WKH�ULVN�RI�FKDQJLQJ�LQWHUHVW�UDWHV�RQ�WKH�IDLU�YDOXH�RI�LVVXHG�ȴ[HG�UDWH�GHEW�KHOG�DQG�
WKH�FDVK�ȵRZ�H[SRVXUHV�RQ�WKH�LVVXHG�YDULDEOH�UDWH�GHEW�KHOG��

Credit risk management
&UHGLW�ULVN�UHIHUV�WR�WKH�ULVN�WKDW�D�FRXQWHUSDUW\�ZLOO�GHIDXOW�RQ�LWV�FRQWUDFWXDO�REOLJDWLRQV�UHVXOWLQJ�LQ�D�ȴQDQFLDO�ORVV�
to the Group. 
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7KH�*URXSȇV�PD[LPXP�H[SRVXUH�WR�FUHGLW�ULVN�LV�e�������������������e�������������FRPSULVLQJ�WUDGH�DQG�RWKHU�
receivables and cash and cash deposits. The Group’s principal credit risk is attributable primarily to its trade 
UHFHLYDEOHV�RI�e�����������������e�����������ZKLFK�FRQVLVW�SULQFLSDOO\�RI�UHQWV�GXH�IURP�WHQDQWV��7KH�EDODQFH�LV�ORZ�
relative to both the current and net assets of the Group and the Company.

Potential customers are evaluated for creditworthiness and where necessary collateral is secured. There is no 
concentration of credit risk within the portfolio to either geographical business segment or company as the Group 
has a well spread diverse customer base with no one customer accounting for more than 1% (2012: 3%) of the 
gross rent roll. 

2WKHU�UHFHLYDEOHV�FRQVLVW�SULQFLSDOO\�RI�WD[�DQG�9$7�UHFHLYDEOHV��7KHVH�LWHPV�GR�QRW�JLYH�ULVH�WR�VLJQLȴFDQW�FUHGLW�ULVN��

Cash deposits are held at banks with high credit ratings assigned by international credit rating agencies. 

Liquidity risk management
8OWLPDWH�UHVSRQVLELOLW\�IRU�OLTXLGLW\�ULVN�PDQDJHPHQW�UHVWV�ZLWK�WKH�%RDUG�RI�'LUHFWRUV��ZKLFK�PRQLWRUV�WKH�*URXSȇV�
VKRUW��PHGLXP�DQG�ORQJ�WHUP�IXQGLQJ�DQG�OLTXLGLW\�PDQDJHPHQW�UHTXLUHPHQWV�RQ�D�UHJXODU�EDVLV��7KH�*URXS�
manages liquidity risk by maintaining adequate reserves and banking facilities. As at 31 December 2013 the net 
debt to property value was 51.2% and the Group had £106 million of investment and trading properties that were 
not secured against the Group’s borrowings.

Liquidity and interest risk tables
7KH�IROORZLQJ�WDEOH�GHWDLOV�WKH�*URXSȇV�UHPDLQLQJ�FRQWUDFWXDO�PDWXULW\�IRU�LWV�QRQ�GHULYDWLYH�ȴQDQFLDO�OLDELOLWLHV��7KH�
WDEOHV�KDYH�EHHQ�GUDZQ�XS�EDVHG�RQ�WKH�XQGLVFRXQWHG�FDVK�ȵRZV�RI�ȴQDQFLDO�OLDELOLWLHV�EDVHG�RQ�WKH�HDUOLHVW�GDWHV�
RQ�ZKLFK�WKH�*URXS�FDQ�EH�UHTXLUHG�WR�SD\��7KH�WDEOH�LQFOXGHV�ERWK�LQWHUHVW�DQG�SULQFLSDO�FDVK�ȵRZV��7KH�IROORZLQJ�
WDEOH�GHWDLOV�WKH�*URXSȇV�OLTXLGLW\�DQDO\VLV�IRU�LWV�GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV��7KH�WDEOH�KDV�EHHQ�GUDZQ�XS�
EDVHG�RQ�WKH�XQGLVFRXQWHG�QHW�FDVK�LQȵRZV��RXWȵRZV��RQ�WKH�GHULYDWLYH�LQVWUXPHQWV�WKDW�VHWWOH�RQ�D�QHW�EDVLV�DQG�
WKH�XQGLVFRXQWHG�JURVV�RXWȵRZV�RQ�WKRVH�GHULYDWLYHV�WKDW�UHTXLUH�JURVV�VHWWOHPHQW��:KHQ�WKH�DPRXQW�SD\DEOH�
RU�UHFHLYDEOH�LV�QRW�ȴ[HG��WKH�DPRXQW�GLVFORVHG�KDV�EHHQ�GHWHUPLQHG�E\�UHIHUHQFH�WR�WKH�LQWHUHVW�DQG�IRUHLJQ�
currency rates as at the reporting date.

Group  Less than One to Two to More than 
� � RQH�\HDU� WZR�\HDUV� ȴYH�\HDUV� ȴYH�\HDUV� 7RWDO 
  £’000 £’000 £’000 £’000 £’000

2013

Borrowings  (125,631) (175,182) (184,354) (5,515) (490,682)

Interest on borrowings  (11,409) (7,894) (15,598) (891) (35,792)

2EOLJDWLRQV�XQGHU�ȴQDQFH�OHDVHV� � (321) (321) (963) (2,474) (4,079)

Interest rate swaps  (4,245) (851) (332) - (5,428)

Payables and accruals  (23,066) - - - (23,066)

   (164,672) (184,248) (201,247) (8,880) (559,047)

2012

%RUURZLQJV� � �������� ���������� ���������� �������� ���������

ΖQWHUHVW�RQ�ERUURZLQJV� � �������� �������� �������� �������� ��������

2EOLJDWLRQV�XQGHU�ȴQDQFH�OHDVHV� � ������ ������ ������ �������� �������

ΖQWHUHVW�UDWH�VZDSV� � �������� �������� �������� �� ��������

3D\DEOHV�DQG�DFFUXDOV� � ��������� �� �� �� ��������

�� � ��������� ���������� ���������� ��������� ���������
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Company  Less than One to Two to More than 
� � RQH�\HDU� WZR�\HDUV� ȴYH�\HDUV� ȴYH�\HDUV� 7RWDO 
  £’000 £’000 £’000 £’000 £’000

2013     

Convertible Bond derivative  - - (20,277) - (20,277)

Interest rate swaps  (1,410) (376) - - (1,786)

Payables and accruals  (132,487) - - - (132,487)

   (133,897) (376) (20,277) - (154,550)

2012     

ΖQWHUHVW�UDWH�VZDSV� � �������� ������ �� �� �������

3D\DEOHV�DQG�DFFUXDOV� � ���������� �� �� �� ���������

�� � ���������� ������ �� �� ���������

35. Business combination
ΖQ�$XJXVW�������WKH�*URXS�DFTXLUHG�WKH�DVVHW�PDQDJHPHQW�EXVLQHVV�RI�:DUQHU�(VWDWH�+ROGLQJV�SOF��1R�DVVHWV�RU�
OLDELOLWLHV�ZHUH�DFTXLUHG�RWKHU�WKDQ�D�VPDOO�DPRXQW�RI�RɝFH�IXUQLWXUH��7KH�IDLU�YDOXH�RI�WKH�DFTXLUHG�DVVHWV�DQG�
OLDELOLWLHV�ZDV�GHHPHG�WR�EH�QLO�DQG�JRRGZLOO�RI�e��������ZDV�UHFRJQLVHG�RQ�WKH�EDODQFH�VKHHW��6HH�QRWH�����7KH�
goodwill is not deductible for tax purposes. 

7KH�DVVHW�PDQDJHPHQW�EXVLQHVV�FRQWULEXWHG�e����������UHYHQXH�DQG�D�SURȴW�RI�e����������WR�WKH�*URXSȇV�SURȴW�
before tax for the period between the date of acquisition and the balance sheet date.

ΖI�WKH�DFTXLVLWLRQ�KDG�EHHQ�FRPSOHWHG�RQ�WKH�ȴUVW�GD\�RI�WKH�ȴQDQFLDO�\HDU��*URXS�UHYHQXHV�DQG�SURȴW�EHIRUH�WD[�
IRU�WKH�\HDU�ZRXOG�KDYH�EHHQ�e�����������DQG�e������������UHVSHFWLYHO\�
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Directors’
Report

EXECUTIVE DIRECTORS

Chartered Certified Accountant.
Previously Chief Financial Officer 
of Ashtenne Holdings PLC, Finance 
Director of Trafalgar House 
Property Limited and Director of 
Ideal Homes Holdings PLC.

Richard Lowes
Finance Director

Former Solicitor and Founder 
Director and Joint Chief Executive 
of Ashtenne Holdings PLC from 
1989 to 2005.   
Founder Director of Hansteen.

Ian Watson
Joint Chief Executive

Former Chartered Accountant and 
Founder Director and Joint Chief 
Executive of Ashtenne Holdings 
PLC from 1989 to 2005.  
Founder Director of Hansteen.

Morgan Jones
Joint Chief Executive
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NON-EXECUTIVE DIRECTORS

Currently Executive Director of 
Starr Street Limited, Supervisory 
Board member of Alstria Office 
REIT-AG ,Senior Advisor to Actis 
LLP, Non-Executive Director of 
Aberdeen Asset Management PLC 
and Senior Independent Director of 
Interior Services Group plc and St 
Modwen Properties PLC.  Formerly 
Co-Founder and Managing Partner 
of Soros Real Estate Partners LLC 
and Grove International Partners 
LLP. 

Richard Mully
Non-Executive Director  

& Senior Independent Director

Chartered Accountant.  Currently 
Chairman of Carluccio’s Limited, 
Gaucho Holdings Limited , Busaba 
Eathai Limited and Iberica Holdings 
Limited.

Stephen Gee
Non-Executive Director

Chairman of J O Hambro Capital 
Management Group Limited and 
James Hambro & Partners.   
Currently Director of Primary 
Health Properties PLC.

James Hambro
Non-Executive Chairman
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Chartered Accountant.  Currently 
Non-Executive Director of 
LondonMetric Property PLC. 
Previously Finance Director of 
Pillar Property PLC and Arlington 
Securities PLC.

Humphrey Price
Non-Executive Director

Managing Director of Forum 
Partners.  Previously Head of Real 
Estate at JP Morgan Cazenove. 
Currently Non-Executive Director 
of Big Yellow Group PLC. 

Richard Cotton
Non-Executive Director
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The Directors present their 
Annual Report and the 
audited financial statements 
of the Company and the 
Group for the year ended 31 
December 2013. The Corporate 
Governance Statement set out 
on pages 98 to 126 forms part 
of this report. 

Principal activities
The Company is the parent company 
of a group whose principal activities 
FRPSULVH�SURSHUW\�LQYHVWPHQW��
GHYHORSPHQW��PDQDJHPHQW�DQG�
DVVRFLDWHG�EXVLQHVV��IRFXVVLQJ�RQ�
industrial property investments in 
&RQWLQHQWDO�(XURSH�DQG�WKH�8.��
DOWKRXJK�LW�ZLOO�DOVR�VHHN�WR�SURȴW�
from opportunistic acquisitions in 
other property sectors both in the UK 
and abroad. 

The subsidiary undertakings 
SULQFLSDOO\�DHFWLQJ�WKH�SURȴWV�RU�
net assets of the Group in the year 
DUH�OLVWHG�LQ�QRWH����WR�WKH�ȴQDQFLDO�
statements.

Business review
The Group’s focus is on UK and 
Continental European industrial 
investments which in the opinion 
of the Board have high yields along 
ZLWK�FKHDS�ȴQDQFLQJ�FRVWV��7R�GDWH�
these investments have been in the 
8.��%HOJLXP��)UDQFH��*HUPDQ\�DQG�
the Netherlands. A smaller part of 
the Group’s activity is dedicated to 
opportunistic property investment 
opportunities which to date have 
included land and residential 
investments. More detailed 
information about the Group’s 
EXVLQHVV��DFWLYLWLHV�DQG�ȴQDQFLDO�
performance is incorporated into this 
report by reference and can be found 
in Strategic Report on pages 6 to 25.

 

There are no further matters to 
report under section 417 of the 
Companies Act 2006. 

Results
The results for the year ended 31 
December 2013 are shown in the 
income statement on page 28 of 
WKH�ȴQDQFLDO�VWDWHPHQWV��7KH�SUH�
WD[�SURȴW�IRU�WKH�\HDU�HQGHG����
December 2013 was £65.3 million 
(2012: £46.2 million) and the net 
assets are shown in the balance 
sheet as £555.0 million (2012: £516.4 
million). The diluted EPRA NAV per 
share was 91p (2012: 83p). In the 
Directors’ view the Normalised 
ΖQFRPH�3URȴW��1RUPDOLVHG�7RWDO�3URȴW�
and diluted EPRA NAV growth are 
the most appropriate performance 
measures for the Group.

Key Performance Indicators
The Directors consider the following 
to be key performance indicators 
�.3ΖV���DV�GLVFORVHG�LQ�WKH�6WUDWHJLF�
Report:

Key performance indicator 2013 2012

1RUPDOLVHG�ΖQFRPH�3URȴW� £39.4 £30.8m

1RUPDOLVHG�7RWDO�3URȴW� £46.3 £34.3m

Net asset value (NAV) (per share) 86p 81p

EPRA NAV (per share) 91p 83p

Annualised rental income £73.5m £71.8m

Net debt to value 49.3% 38.6%

Dividend (per share) 4.8p 4.5p

Yield 8.6% 8.5%

Occupancy 85% 82%
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Dividend
For the year ended 31 December 
������DQ�LQWHULP�GLYLGHQG�RI����S�
per share was paid on 22 November 
������RI�ZKLFK�e����������ZDV�
attributable to PIDs. The second 
dividend of 2.9p per share will 
be payable on 21 May 2014 to 
shareholders on the register on 25 
April 2014.

Post balance sheet events
The UK Government has announced 
that UK corporation tax rates will fall 
over the period to 1 April 2014 from 
the current rate of 23% to 22%. The 
impact of the proposed rate change 
is not material to the Group.

ΖQ�)HEUXDU\�������WKH�*URXS�VHFXUHG�
QHZ�ȴQDQFLQJ�IRU�ERWK�WKH�Ȝ����
million facility due to expire in 
October 2014 and the €226 million 
facility which was due to expire in 
February 2015. Both have been 
UHȴQDQFHG�IRU�ȴYH�\HDU�WHUPV�ZLWK�
banks new to Hansteen.

Financial instruments and risk 
management
The Board agrees and reviews 
SROLFLHV�DQG�ȴQDQFLDO�LQVWUXPHQWV�
for risk management. Further 
LQIRUPDWLRQ�RQ�ȴQDQFLDO�LQVWUXPHQWV�
is contained in note 34 to the 
ȴQDQFLDO�VWDWHPHQWV�

Principal risks and 
uncertainties
The principal risks and uncertainties 
to which the Group is exposed are 
detailed in the Strategic Report on 
page 24. 

Going concern
7KH�*URXSȇV�EXVLQHVV�DFWLYLWLHV��
together with the factors likely 
WR�DHFW�LWV�IXWXUH�GHYHORSPHQW��

performance and position as well as 
WKH�ȴQDQFLDO�SRVLWLRQ�RI�WKH�*URXS��LWV�
FDVK�ȵRZV��OLTXLGLW\�SRVLWLRQ�DQG�WKH�
borrowing facilities are described in 
the Strategic Report on pages 6 to 25. 
ΖQ�DGGLWLRQ�QRWH����WR�WKH�ȴQDQFLDO�
statements includes the Group’s 
REMHFWLYHV��SROLFLHV�DQG�SURFHVVHV�IRU�
PDQDJLQJ�LWV�FDSLWDO��LWV�ȴQDQFLDO�ULVN�
management objectives; details of 
LWV�ȴQDQFLDO�LQVWUXPHQWV�DQG�KHGJLQJ�
activities; and its exposures to credit 
risk and liquidity risk. 

7KH�*URXSȇV�GHEW�PDWXULW\�SURȴOH�IRU�
its long-term funding is detailed in 
the Strategic Report on page 19. In 
)HEUXDU\�������WKH�*URXS�VHFXUHG�
two new facilities in Germany 
to replace both the €226 million 
8QL&UHGLW�IDFLOLW\��ZKLFK�ZDV�GXH�WR�
mature in February 2015 and the 
€140 million HBOS facility which was 
due to mature in October 2014. The 
two new facilities provide the Group 
with long-term funding in Germany 
until 2019. The current economic 
conditions have created uncertainties 
facing the Group as noted in the 
Strategic Report on pages 6 to 25. In 
OLJKW�RI�WKHVH�XQFHUWDLQWLHV��WKH�*URXS�
KDV�FRQVLGHUHG�LWV�IRUHFDVW�FDVK�ȵRZV�
and forecast covenant compliance 
taking into account:

ɅȏɄ�WKH�LPSDFW�RQ�WKH�YDULRXV�ORDQ�
covenants of further reductions 
LQ�WKH�SURSHUW\�YDOXDWLRQV��
decline in rental income and 
increase in interest rates; and

ɅȏɄ�WKH�SRWHQWLDO�LPSDFWV�RI�WKH�
current economic uncertainty 
over the Group’s operating 
FDVK�ȵRZ�JHQHUDWLRQ��LQFOXGLQJ�
tenancy failures and increased 
vacancies.

These forecasts show that the 
*URXS�KDV�VXɝFLHQW�KHDGURRP�

DQG�DYDLODEOH�ȴQDQFH�WR�PDQDJH�LWV�
business risks successfully despite 
the current uncertain economic 
RXWORRN��%DVHG�RQ�WKLV�DVVHVVPHQW��
the Directors have a reasonable 
expectation that the Company and 
the Group have adequate resources 
to continue in operational existence 
for the foreseeable future. Thus they 
continue to adopt the going concern 
basis in preparing the Annual Report 
and Accounts.

Share capital
'HWDLOV�RI�WKH�LVVXHG�VKDUH�FDSLWDO��
together with details of the 
movements in the Company’s issued 
share capital during the year are 
shown in note 28. The Company has 
one class of ordinary shares which 
FDUU\�QR�ULJKW�WR�ȴ[HG�LQFRPH��(DFK�
share carries the right to one vote at 
general meetings of the Company. 

7KHUH�DUH�QR�VSHFLȴF�UHVWULFWLRQV�
on the size of a holding nor on the 
WUDQVIHU�RI�VKDUHV��ZKLFK�DUH�ERWK�
governed by the general provisions 
of the Articles of Association and 
prevailing legislation. The Directors 
are not aware of any agreements 
between holders of the Company’s 
shares that may result in restrictions 
on the transfer of securities or on 
voting rights. 

Details of employee share schemes 
are set out in note 31. 

No person has any special rights of 
control over the Company’s share 
capital and all issued shares are fully 
paid.

Directors and their interests
The Directors who served throughout 
the year are detailed on pages 77-79. 
The appointment and replacement of 
'LUHFWRUV��WKH�&RPSDQ\�LV�JRYHUQHG�
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E\�LWV�$UWLFOHV�RI�$VVRFLDWLRQ��
the Companies Acts and related 
legislation. The Articles themselves 
may be amended by special 
resolution of the shareholders. 

In accordance with the Governance 
Code all the Directors will retire and 
RHU�WKHPVHOYHV�IRU�UH�HOHFWLRQ�DW�WKH�
IRUWKFRPLQJ�$QQXDO�*HQHUDO�0HHWLQJ��
with the exception of Stephen 
Gee. The Company announced in 

November 2013 that Stephen Gee 
intends to retire from the Board 
before the 2014 Annual General 
Meeting.  The recruitment process to 
ȴQG�6WHSKHQȇV�UHSODFHPHQW�DQG�RQH�
additional non-executive director to 
join the Board has already begun. The 
biographies of the Directors who are 
RHULQJ�WKHPVHOYHV�IRU�UH�HOHFWLRQ�
can be found in the Notice of Meeting 
for the Annual General Meeting.

7KHUH�DUH�QR�VSHFLȴF�UHVWULFWLRQV�
on the size of a holding nor on the 
WUDQVIHU�RI�VKDUHV��ZKLFK�DUH�ERWK�
governed by the general provisions 
of the Articles of Association and 
prevailing legislation.

The Directors are not aware of any 
agreements between holders of the 
Company’s shares that may result 
in restrictions on the transfer of 
securities or on voting rights. 

7KH�EHQHȴFLDO�LQWHUHVWV�RI�WKH�'LUHFWRUV�LQ�WKH�RUGLQDU\�VKDUHV�RI�WKH�&RPSDQ\�DUH�DV�IROORZV�

 Ordinary shares Ordinary shares 
 of 10p each at of 10p each at 
 31 December 2013 31 December 2012

Morgan Jones 4,500,000� ���������

Ian Watson 4,500,000� ���������

Richard Lowes 704,107� �������

James Hambro 375,000� �������

Stephen Gee 300,000� �������

Richard Mully 475,800� �������

Richard Cotton 300,000� �������

Humphrey Price 200,000� �������

 11,354,907� ����������

None of the Directors had any 
interests in any material contract 
during the year relating to the 
business of the Group. There have 
been no changes to the Directors’ 
interests subsequent to the year end. 

Subject to the Company’s 
0HPRUDQGXP�RI�$VVRFLDWLRQ��WKH�
$UWLFOHV��DQ\�OHJLVODWLRQ�DQG�DQ\�
GLUHFWLRQV�JLYHQ�E\�VSHFLDO�UHVROXWLRQ��
the business of the Company will 

EH�PDQDJHG�E\�WKH�'LUHFWRUV��ZKR�
may exercise all the powers of the 
&RPSDQ\��ZKHWKHU�UHODWLQJ�WR�WKH�
management of the business of the 
&RPSDQ\�RU�QRW��ΖQ�SDUWLFXODU��WKH�
Board may exercise all the powers 
of the Company to borrow money 
and to mortgage or charge any of 
LWV�XQGHUWDNLQJV��SURSHUW\��DVVHWV�
and uncalled capital and to issue 
debentures and other securities and 

JLYH�VHFXULW\�IRU�DQ\�GHEW��OLDELOLW\�
or obligation of the Company to any 
third party.

Directors’ indemnities
The Company has made qualifying 
third-party indemnity provisions for 
WKH�EHQHȴW�RI�LWV�'LUHFWRUV�ZKLFK�
were made during the year and 
remain in force at the date of this 
report.
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Payment policy
The Group’s policy is to settle all 
agreed liabilities within the terms 
established with suppliers. At 31 
December 2013 there are 15 days’ 
purchases outstanding (2012: 17 
days) in respect of the Company’s 
trade creditors. 

Charitable and political 
donations
'XULQJ�WKH�\HDU��WKH�*URXS�PDGH�D�
FKDULWDEOH�GRQDWLRQ�RI�e�������WR�WKH�
property industry charity LandAid 
(total charitable donations in 2012: 
e�����������/DQG$LG�XVHV�WKH�FROOHFWLYH�
UHVRXUFHV��H[SHUWLVH�DQG�LQȵXHQFH�
of the property industry to help 
disadvantaged young people in the 
8.�DFFHVV�WKH�EXLOGLQJV��VNLOOV�DQG�
opportunities they need to achieve 
their potential. Through grant awards 
DQG�SUR�ERQR�VXSSRUW��/DQG$LG�

brings together charitable giving from 
across the industry to make a real 
GLHUHQFH�WR�\RXQJ�OLYHV�

There were no political donations in 
the year (2012: £nil).

Corporate and social 
responsibility

Greenhouse gas emissions
It is Hansteen’s policy to comply 
with environmental legislation and 
relevant codes of practice. In line with 
recent guidance issued by DEFRA (the 
'HSDUWPHQW�IRU�(QYLURQPHQW��)RRG�
DQG�5XUDO�$DLUV���ZH�VHW�RXW�EHORZ�
the required information for the year 
ended 31 December 2013. As the 
year ended 31 December 2013 is the 
ȴUVW�\HDU�RI�PDQGDWRU\�UHSRUWLQJ��
no comparative amounts have been 
presented. 

 

4XDQWLȴFDWLRQ�DQG�UHSRUWLQJ�
methodology 
We have followed the 2013 UK 
Government environmental reporting 
guidance. DEFRA/DECC’s GHG 
conversion factors have been used 
for the purposes of this report.  

We have used the operational control 
DSSURDFK��ZKLFK�WKHUHIRUH�RQO\�
includes information regarding those 
emissions for which we have direct 
FRQWURO�DQG�LQȵXHQFH�RQ���:H�KDYH�
therefore included carbon emissions 
GHULYHG�IURP�JDV��HOHFWULFLW\��KHDWLQJ�
oil and district heating consumptions 
attributable to the Hansteen Group. 
Energy consumption is assessed as 
attributable to Hansteen if it is used 
IRU�WKH�EHQHȴW�RI�YDFDQW�SURSHUW\�
space or for common parts or 
communal facilities at properties 
which are held directly or managed 
by Hansteen.

Substantial interests 
$V�DW����0DUFK�������WKH�&RPSDQ\�KDG�EHHQ�QRWLȴHG��LQ�DFFRUGDQFH�ZLWK�WKH�8.�/LVWLQJ�$XWKRULW\ȇV�'LVFORVXUH�5XOHV�
DQG�7UDQVSDUHQF\�5XOHV��WKDW�WKH�IROORZLQJ�VKDUHKROGHUV�KHOG��RU�ZHUH�EHQHȴFLDOO\�LQWHUHVWHG�LQ�����RU�PRUH�RI�WKH�
voting rights in the Company’s issued share capital:

 No. of ordinary  
 shares held Percentage

$EHUIRUWK�3DUWQHUV� ����������� �����

/HJDO�	�*HQHUDO�ΖQYHVWPHQW�0DQDJHPHQW� ����������� �����

0	*�ΖQYHVWPHQW�0DQDJHPHQW� ����������� �����

%DLOOLH�*LRUG� ����������� �����

5XHU� ����������� �����

/OR\GV�%DQNLQJ�*URXS�Ȃ�6FRWWLVK�:LGRZV�ΖQYHVWPHQW�3DUWQHUVKLS� ����������� �����

%ODFN5RFN� ����������� �����

-XSLWHU�$VVHW�0DQDJHPHQW� ����������� �����

6FKURGHUV�SOF� ����������� ������

� ������������ ������
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Operational scopes
We have measured our Scope 1 and Scope 2 emissions as detailed below. 

Base year
:H�KDYH�XVHG������DV�RXU�EDVH�\HDU�DV�LW�LV�WKH�ȴUVW�\HDU�IRU�ZKLFK�ZH�KDYH�UHOLDEOH�GDWD�DQG�LW�ZDV�W\SLFDO�LQ�UHVSHFW�RI�
our operations. 

Intensity measurement
:H�KDYH�FKRVHQ�WKH�PHWULF�JURVV�JOREDO�6FRSH���DQG���HPLVVLRQV�LQ�WRQQHV�RI�&2�H�SHU�YDFDQW�P���SHU�P��DQG�SHU�
£’000 revenue as these are common metrics for our industry sector. 

    Intensity 
� � ΖQWHQVLW\� ΖQWHQVLW\� PHDVXUHPHQW� 6SHFLȴF 
� � PHDVXUHPHQW� PHDVXUHPHQW� WRQQHV� H[FOXVLRQV����WKLV 
 2013 tonnes tonnes Co2e/£’000 represents for 
 (tonnes Co2e)  Co2e/vacant m2  Co2e/total m2 revenue relevant scope

Scope 1 – direct emissions from  
owned/controlled operations - - - - None

Scope 2 – indirect emissions from the use of  
purchased electricity and heating under  
our operational control:

Belgium 335 0.027 0.008 0.004 None

France - - - - None

*HUPDQ\� ������ ������ ������ ������ 1RQH

Netherlands 191 0.002 0.001 0.002 None

UK 331 0.001 0.000 0.004 None

$VVRFLDWHV� ������ ������ ������ ������ 1RQH

7RWDO�JURVV�HPLVVLRQV� ������ � � �

&DUERQ�RVHWV� �� � � �

*UHHQ�WDUL� �� � � �

7RWDO�DQQXDO�QHW�HPLVVLRQV� ������ � � �
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Targets
Our emissions reduction target is to 
reduce our gross global Scopes 1 and 
2 emissions in tonnes of Co2e/m2 on 
a like-for-like basis by 10% from 2014 
to 2020. 

Auditors
6R�IDU�DV�WKH�'LUHFWRUV�DUH�DZDUH��
there is no relevant audit information 
�DV�GHȴQHG�E\�6HFWLRQ�����RI�WKH�
Companies Act 2006) of which the 
&RPSDQ\ȇV�DXGLWRU�LV�XQDZDUH��
and each Director has taken all the 
steps that he ought to have taken 
as a Director in order to make 
himself aware of any relevant audit 
information and to establish that the 
Company’s auditor is aware of that 
information.

7KLV�FRQȴUPDWLRQ�LV�JLYHQ�DQG�VKRXOG�
be interpreted in accordance with the 
provisions of s418 of the Companies 
Act 2006.

Deloitte LLP have expressed their 
ZLOOLQJQHVV�WR�FRQWLQXH�LQ�RɝFH�DV�
auditor and a resolution to reappoint 
them will be proposed at the 
forthcoming Annual General Meeting.

Approved by the Board of Directors 
and signed on behalf of the Board

 

Michaella Hornbuckle
&RPSDQ\�6HFUHWDU\

10 March 2014
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The Directors are responsible for 
preparing the Annual Report and the 
ȴQDQFLDO�VWDWHPHQWV�LQ�DFFRUGDQFH�
with applicable law and regulations.

Company law requires the Directors 
WR�SUHSDUH�ȴQDQFLDO�VWDWHPHQWV�IRU�
HDFK�ȴQDQFLDO�\HDU���8QGHU�WKDW�ODZ�
the Directors are required to prepare 
WKH�JURXS�ȴQDQFLDO�VWDWHPHQWV�
in accordance with International 
Financial Reporting Standards (IFRSs) 
as adopted by the European Union 
and Article 4 of the IAS Regulation 
and have also chosen to prepare the 
SDUHQW�&RPSDQ\�ȴQDQFLDO�VWDWHPHQWV�
under IFRSs as adopted by the EU.  
Under Company law the Directors 
must not approve the accounts 
XQOHVV�WKH\�DUH�VDWLVȴHG�WKDW�WKH\�
give a true and fair view of the state 
RI�DDLUV�RI�WKH�&RPSDQ\�DQG�RI�WKH�
SURȴW�RU�ORVV�RI�WKH�&RPSDQ\�IRU�WKDW�
SHULRG���ΖQ�SUHSDULQJ�WKHVH�ȴQDQFLDO�
VWDWHPHQWV��ΖQWHUQDWLRQDO�$FFRXQWLQJ�
Standard 1 requires that Directors:

ɅȏɄ�SURSHUO\�VHOHFW�DQG�DSSO\�
accounting policies;

ɅȏɄ�SUHVHQW�LQIRUPDWLRQ��LQFOXGLQJ�
DFFRXQWLQJ�SROLFLHV��LQ�D�PDQQHU�
WKDW�SURYLGHV�UHOHYDQW��UHOLDEOH��
comparable and understandable 
information; 

ɅȏɄ�SURYLGH�DGGLWLRQDO�GLVFORVXUHV�
when compliance with the 
VSHFLȴF�UHTXLUHPHQWV�LQ�Ζ)56V�
DUH�LQVXɝFLHQW�WR�HQDEOH�XVHUV�

to understand the impact of 
SDUWLFXODU�WUDQVDFWLRQV��RWKHU�
events and conditions on the 
HQWLW\ȇV�ȴQDQFLDO�SRVLWLRQ�DQG�
ȴQDQFLDO�SHUIRUPDQFH��DQG

ɅȏɄ�PDNH�DQ�DVVHVVPHQW�RI�WKH�
Company’s ability to continue as 
a going concern.

The Directors are responsible for 
keeping adequate accounting records 
WKDW�DUH�VXɝFLHQW�WR�VKRZ�DQG�
explain the Company’s transactions 
and disclose with reasonable 
DFFXUDF\�DW�DQ\�WLPH�WKH�ȴQDQFLDO�
position of the Company and to 
enable them to ensure that the 
ȴQDQFLDO�VWDWHPHQWV�FRPSO\�ZLWK�WKH�
Companies Act 2006.  They are also 
responsible for safeguarding the 
assets of the Company and hence 
for taking reasonable steps for the 
prevention and detection of fraud 
and other irregularities.

The Directors are responsible for 
the maintenance and integrity of the 
FRUSRUDWH�DQG�ȴQDQFLDO�LQIRUPDWLRQ�
included on the Company’s website.  
Legislation in the United Kingdom 
governing the preparation and 
GLVVHPLQDWLRQ�RI�ȴQDQFLDO�VWDWHPHQWV�
PD\�GLHU�IURP�OHJLVODWLRQ�LQ�RWKHU�
jurisdictions.

Responsibility statement 
:H�FRQȴUP�WKDW�WR�WKH�EHVW�RI�RXU�
knowledge:

ɅȏɄ�WKH�ȴQDQFLDO�VWDWHPHQWV��
prepared in accordance with 
International Financial Reporting 
6WDQGDUGV��JLYH�D�WUXH�DQG�IDLU�
YLHZ�RI�WKH�DVVHWV��OLDELOLWLHV��
ȴQDQFLDO�SRVLWLRQ�DQG�SURȴW�RU�
loss of the Company and the 
undertakings included in the 
consolidation taken as a whole;

ɅȏɄ�WKH�VWUDWHJLF�UHSRUW�LQFOXGHV�D�IDLU�
review of the development and 
performance of the business and 
the position of the Company and 
the undertakings included in the 
FRQVROLGDWLRQ�WDNHQ�DV�D�ZKROH��
together with a description of the 
principal risks and uncertainties 
that they face; and

ɅȏɄ�WKH�DQQXDO�UHSRUW�DQG�ȴQDQFLDO�
VWDWHPHQWV��WDNHQ�DV�D�
ZKROH��DUH�IDLU��EDODQFHG�DQG�
understandable and provide 
the information necessary 
for shareholders to assess 
WKH�&RPSDQ\ȇV�SHUIRUPDQFH��
business model and strategy.

By order of the Board

Morgan Jones and Ian Watson 
Joint Chief Executives

10 March 2014

Statement of 
Directors’ Responsibilities
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Independent Auditor’s Report 
to the Members of  
Hansteen Holdings PLC

2SLQLRQ�RQ�ȴQDQFLDO�VWDWHPHQWV�
of Hansteen Holdings PLC

ΖQ�RXU�RSLQLRQ�WKH�ȴQDQFLDO�VWDWHPHQWV�
ɅȏɄ�JLYH�D�WUXH�DQG�IDLU�YLHZ�RI�WKH�VWDWH�RI�WKH�*URXSȇV�DQG�RI�WKH�SDUHQW�

FRPSDQ\ȇV�DDLUV�DV�DW����'HFHPEHU������DQG�RI�WKH�*URXSȇV�SURȴW�IRU�WKH�
year then ended;

ɅȏɄ�WKH�*URXS�ȴQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SURSHUO\�SUHSDUHG�LQ�
accordance with International Financial Reporting Standards (IFRSs) as 
adopted by the European Union;

ɅȏɄ�WKH�SDUHQW�FRPSDQ\�ȴQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SURSHUO\�SUHSDUHG�
in accordance with International Financial Reporting Standards (IFRSs) as 
adopted by the European Union and as applied in accordance with the 
requirements of the Companies Act 2006; and

ɅȏɄ�WKH�ȴQDQFLDO�VWDWHPHQWV�KDYH�EHHQ�SUHSDUHG�LQ�DFFRUGDQFH�ZLWK�WKH�
UHTXLUHPHQWV�RI�WKH�&RPSDQLHV�$FW������DQG��DV�UHJDUGV�WKH�*URXS�
ȴQDQFLDO�VWDWHPHQWV��$UWLFOH���RI�WKH�Ζ$6�5HJXODWLRQ�

7KH�ȴQDQFLDO�VWDWHPHQWV�FRPSULVH�WKH�&RQVROLGDWHG�ΖQFRPH�6WDWHPHQW��WKH�
&RQVROLGDWHG�6WDWHPHQW�RI�&RPSUHKHQVLYH�ΖQFRPH��WKH�&RQVROLGDWHG�DQG�
&RPSDQ\�%DODQFH�6KHHWV��WKH�&RQVROLGDWHG�DQG�&RPSDQ\�6WDWHPHQWV�RI�
&KDQJHV�LQ�(TXLW\��WKH�&RQVROLGDWHG�DQG�&RPSDQ\�&DVK�)ORZ�6WDWHPHQWV�DQG�
WKH�UHODWHG�QRWHV���WR�����7KH�ȴQDQFLDO�UHSRUWLQJ�IUDPHZRUN�WKDW�KDV�EHHQ�
applied in their preparation is applicable law and IFRSs as adopted by the 
(XURSHDQ�8QLRQ�DQG��DV�UHJDUGV�WKH�SDUHQW�FRPSDQ\�ȴQDQFLDO�VWDWHPHQWV��DV�
applied in accordance with the provisions of the Companies Act 2006.

Going concern As required by the Listing Rules we have reviewed the directors’ statement 
contained within the strategic report that the Group is a going concern. We 
FRQȴUP�WKDW�
ɅȏɄ�ZH�KDYH�FRQFOXGHG�WKDW�WKH�GLUHFWRUVȇ�XVH�RI�WKH�JRLQJ�FRQFHUQ�EDVLV�RI�

DFFRXQWLQJ�LQ�WKH�SUHSDUDWLRQ�RI�WKH�ȴQDQFLDO�VWDWHPHQWV�LV�DSSURSULDWH��
and

ɅȏɄ�ZH�KDYH�QRW�LGHQWLȴHG�DQ\�PDWHULDO�XQFHUWDLQWLHV�WKDW�PD\�FDVW�VLJQLȴFDQW�
doubt on the Group’s ability to continue as a going concern.

+RZHYHU��EHFDXVH�QRW�DOO�IXWXUH�HYHQWV�RU�FRQGLWLRQV�FDQ�EH�SUHGLFWHG��WKLV�
statement is not a guarantee as to the Group’s ability to continue as a going 
concern.
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Our assessment of risks of 
material misstatement

The assessed risks of material misstatement described below are those that 
KDG�WKH�JUHDWHVW�HHFW�RQ�RXU�DXGLW�VWUDWHJ\��WKH�DOORFDWLRQ�RI�UHVRXUFHV�LQ�WKH�
DXGLW�DQG�GLUHFWLQJ�WKH�HRUWV�RI�WKH�HQJDJHPHQW�WHDP�

Ʉ5LVN� +RZ�WKH�VFRSH�RI�RXU�DXGLW�UHVSRQGHG�WR�WKH�ULVN

Investment property valuation
Investment properties are held at 
market value on the balance sheet. 
The market values are calculated 
by management’s third party 
valuers using information provided 
by management in addition to 
professional judgement about 
individual properties.

ɅȏɄ�:H�PHW�ZLWK�PDQDJHPHQWȇV�WKLUG�SDUW\�YDOXHUV�IRU�HDFK�PDWHULDO�HOHPHQW�
RI�WKH�SURSHUW\�SRUWIROLR��:H�HYDOXDWHG�WKH�VLJQLȴFDQW�MXGJHPHQWV�DQG�
DVVXPSWLRQV�DSSOLHG�LQ�WKH�YDOXDWLRQ�PRGHOV��LQFOXGLQJ�RFFXSDQF\�UDWHV��
OHDVH�LQFHQWLYHV��EUHDN�FODXVHV��FDSLWDO�H[SHQGLWXUH�DQG�\LHOGV��:H�FKHFNHG�
WKHVH�DVVXPSWLRQV�WR�OHDVH�DJUHHPHQWV��LGHQWLȴHG�XQXVXDO�PRYHPHQWV�
WKURXJK�WKH�XVH�RI�GDWD�DQDO\WLFV��FRPSDUHG�PRYHPHQWV�WR�H[WHUQDO�
market data and consulted with our own property valuation specialists. We 
also considered the value realised on disposed properties compared to 
previous valuations.

ɅȏɄ�:H�WHVWHG�WKH�LQWHJULW\�RI�WKH�LQIRUPDWLRQ�SURYLGHG�WR�WKH�YDOXHUV�E\�
DVVHVVLQJ�VXSSRUWLQJ�HYLGHQFH��VXFK�DV�FRPSDULQJ�UHQWDO�LQFRPH�WR�WKH�
tenancy schedules and evaluating occupancy through physical inspection

Financing
7KH�*URXS�KDV�VLJQLȴFDQW�OHYHOV�
of external debt with a number 
RI�ȴQDQFLDO�FRYHQDQWV�DWWDFKHG��
including minimum loan to value 
ratios. Compliance with these 
banking covenants at the balance 
sheet date and forecast compliance 
for future periods are integral 
to management’s assessment of 
going concern along with forecast 
business performance.

ɅȏɄ�:H�DVVHVVHG�WKH�MXGJHPHQWV�DQG�DVVXPSWLRQV�DSSOLHG�E\�PDQDJHPHQW�
in their going concern assessment and covenant compliance forecasts 
LQFOXGLQJ�H[DPLQLQJ��ZKHUH�DSSURSULDWH��FXUUHQW�DQG�IRUHFDVW�EXVLQHVV�DQG�
HFRQRPLF�WUHQGV�DQG�VLJQLȴFDQW�GHYHORSPHQWV�GXULQJ�DQG�VXEVHTXHQW�WR�
the year ended 31 December 2013.

ɅȏɄ�2XU�FKDOOHQJH�RI�PDQDJHPHQWȇV�DVVXPSWLRQV�LQFOXGHG�SHUIRUPLQJ�D�
sensitivity analysis to determine the extent of change in those assumptions 
WKDW��HLWKHU�LQGLYLGXDOO\�RU�FROOHFWLYHO\��FRXOG�JLYH�ULVH�WR�D�FRYHQDQW�EUHDFK�
DQG�FRQVLGHUHG�WKH�OLNHOLKRRG�RI�VXFK�D�PRYHPHQW��RU�FRPELQDWLRQ�RI�
PRYHPHQWV��LQ�WKRVH�DVVXPSWLRQV�DULVLQJ��
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Ʉ5LVN� +RZ�WKH�VFRSH�RI�RXU�DXGLW�UHVSRQGHG�WR�WKH�ULVN

'HULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV
The Group holds a number of 
interest rate and foreign exchange 
GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV��
in addition to the convertible debt 
instrument issued during the 
year which contains embedded 
derivatives. Accounting for the 
GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV�
UHTXLUHV�PDQDJHPHQW�MXGJHPHQW��
particularly in the valuation and 
presentation of the Convertible 
Bond.

ɅȏɄ�:H�XVHG�RXU�RZQ�ȴQDQFLDO�LQVWUXPHQW�YDOXDWLRQ�VSHFLDOLVWV�WR�UHFDOFXODWH�D�
sample of the valuations and considered whether the disclosures made in 
WKH�ȴQDQFLDO�VWDWHPHQWV�FRPSO\�ZLWK�Ζ)56V�

ɅȏɄ�:H�DVVHVVHG�ZKHWKHU�WKH�DFFRXQWLQJ�WUHDWPHQW�DSSOLHG�WR�WKH�&RQYHUWLEOH�
Bonds was correct and whether the liability was appropriately presented 
LQ�WKH�ȴQDQFLDO�VWDWHPHQWV��ΖQ�DGGLWLRQ��ZH�KDYH�DJUHHG�WKH�IDLU�YDOXH�WR�
market prices and considered trading activity of the bonds.

 

Taxation
The Group is a Real Estate 
ΖQYHVWPHQW�7UXVW��Ȇ5(Ζ7ȇ���DQG�FRXOG�
LQFXU�VLJQLȴFDQW�WD[�FKDUJHV�LI�WKH�
REIT conditions are not met. In 
addition:
ɅȏɄ�WKH�JOREDO�WD[�ODQGVFDSH�RI�WKH�

Group gives rise to complexities 
around transfer pricing;

ɅȏɄ�WKHUH�LV�MXGJHPHQW�UHTXLUHG�LQ�
the recognition of deferred tax 
assets; and

ɅȏɄ�WKHUH�LV�SRWHQWLDO�H[SRVXUH�WR�
tax in overseas jurisdictions.

ɅȏɄ�:H�FKDOOHQJHG�WKH�DVVXPSWLRQV�DQG�MXGJHPHQWV�LQ�PDQDJHPHQWȇV�
assessment of current and forecast REIT compliance. Our challenge of 
management’s assumptions included performing a sensitivity analysis 
WR�GHWHUPLQH�WKH�H[WHQW�RI�FKDQJH�LQ�WKRVH�DVVXPSWLRQV�WKDW��HLWKHU�
LQGLYLGXDOO\�RU�FROOHFWLYHO\��FRXOG�JLYH�ULVH�WR�QRQ�FRPSOLDQFH�ZLWK�
5(Ζ7�FRQGLWLRQV�DQG�FRQVLGHUHG�WKH�OLNHOLKRRG�RI�VXFK�D�PRYHPHQW��RU�
FRPELQDWLRQ�RI�PRYHPHQWV��LQ�WKRVH�DVVXPSWLRQV�DULVLQJ��

ɅȏɄ�:H�HYDOXDWHG�WKH�DSSURSULDWHQHVV�RI�PDQDJHPHQWȇV�DVVXPSWLRQV�DQG�
estimates in relation to the likelihood of generating suitable future 
WD[DEOH�SURȴWV�WR�VXSSRUW�WKH�H[WHQW�RI�UHFRJQLWLRQ�RI�GHIHUUHG�WD[�DVVHWV�
described in note 20 by considering the performance of the companies for 
the year and performing sensitivity analysis on the business forecasts.

ɅȏɄ�:H�FRQVLGHUHG�FRPSOLDQFH�ZLWK�RYHUVHDV�WD[�UHJXODWLRQV�DQG�DVVHVVHG�
the judgements made in assessing tax exposures by reviewing 
correspondence with tax authorities and performing recalculations for 
HQWLWLHV�ZLWK�VLJQLȴFDQW�WD[�EDODQFHV�RU�MXGJHPHQWV��DQG�RQ�D�VDPSOH�RI�WD[�
FRPSXWDWLRQV��XVLQJ�RXU�RYHUVHDV�WD[�VSHFLDOLVWV�
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Ʉ5LVN� +RZ�WKH�VFRSH�RI�RXU�DXGLW�UHVSRQGHG�WR�WKH�ULVN

6LJQLȴFDQW�QRQ�UHFXUULQJ�
transactions
The nature of the Group’s 
operations give rise to non-
recurring transactions which can 
UHVXOW�LQ�VLJQLȴFDQW�JDLQV�DQG�
ORVVHV��VXFK�DV�LQVXUDQFH�LQFRPH��
SURSHUW\�GLVSRVDO�LQFRPH��JDLQV�
or ‘bargain purchases’ (where 
a property has been acquired 
at below market value) and 
surrender premia. Such items 
could be misleading in the 
ȴQDQFLDO�VWDWHPHQWV�LI�WKH\�DUH�
not appropriately recognised in 
the correct period (particularly 
where a transaction spans the 
reporting date) and presented 
correctly (particularly in respect 
of the impact on non-statutory 
performance measures).

 

ɅȏɄ�:H�HYDOXDWHG�WKH�SUHVHQWDWLRQ�RI�VLJQLȴFDQW�QRQ�UHFXUULQJ�WUDQVDFWLRQV�LQ�
the income statement.

ɅȏɄ�:H�FKHFNHG�WKH�YDOXH�RI�WKHVH�WUDQVDFWLRQV�WR�VXSSRUWLQJ�HYLGHQFH��
and checked whether they were recorded in the correct period. Where 
judgement had been applied by management in the recognition or 
YDOXDWLRQ�RI�D�WUDQVDFWLRQ��ZH�WHVWHG�WKHVH�MXGJHPHQWV�E\�REWDLQLQJ�
H[WHUQDO�HYLGHQFH�WR�VXSSRUW�WKH�DVVXPSWLRQV�PDGH��VXFK�DV�SURSHUW\�
valuations or third party correspondence.

ɅȏɄ�:H�DVVHVVHG�WKH�WUHDWPHQW�RI�EDUJDLQ�SXUFKDVHV�E\�LQYROYLQJ�RXU�SURSHUW\�
YDOXDWLRQ�VSHFLDOLVWV�DQG�GLVFXVVLQJ�WKH�IDFWRUV�DHFWLQJ�WKH�SURSHUW\�YDOXH�
movements with the external valuers.

The Audit Committee’s consideration of these risks is set out on page 104.

2XU�DXGLW�SURFHGXUHV�UHODWLQJ�WR�WKHVH�PDWWHUV�ZHUH�GHVLJQHG�LQ�WKH�FRQWH[W�RI�RXU�DXGLW�RI�WKH�ȴQDQFLDO�VWDWHPHQWV�DV�
D�ZKROH��DQG�QRW�WR�H[SUHVV�DQ�RSLQLRQ�RQ�LQGLYLGXDO�DFFRXQWV�RU�GLVFORVXUHV��2XU�RSLQLRQ�RQ�WKH�ȴQDQFLDO�VWDWHPHQWV�
LV�QRW�PRGLȴHG�ZLWK�UHVSHFW�WR�DQ\�RI�WKH�ULVNV�GHVFULEHG�DERYH��DQG�ZH�GR�QRW�H[SUHVV�DQ�RSLQLRQ�RQ�WKHVH�LQGLYLGXDO�
matters.
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Our application of materiality :H�GHȴQH�PDWHULDOLW\�DV�WKH�PDJQLWXGH�RI�PLVVWDWHPHQW�LQ�WKH�ȴQDQFLDO�
statements that makes it probable that the economic decisions of a reasonably 
NQRZOHGJHDEOH�SHUVRQ�ZRXOG�EH�FKDQJHG�RU�LQȵXHQFHG��:H�XVH�PDWHULDOLW\�
both in planning the scope of our audit work and in evaluating the results of 
our work.
:H�GHWHUPLQHG�PDWHULDOLW\�IRU�WKH�JURXS�WR�EH�e����PLOOLRQ��ZKLFK�LV�EHORZ����
of total equity attributable to equity holders of the parent.  
ΖQ�DGGLWLRQ�WR�WRWDO�HTXLW\��ZH�FRQVLGHU�Normalised�ΖQFRPH�3URȴW��DV�GHȴQHG�
LQ�QRWH����WR�EH�D�FULWLFDO�ȴQDQFLDO�SHUIRUPDQFH�PHDVXUH�IRU�WKH�*URXS�RQ�
WKH�EDVLV�WKDW�LW�LV�D�NH\�PHWULF�XVHG�E\�PDQDJHPHQW��LV�WKH�EDVLV�RI�WKH�
GLVFXVVLRQ�RI�ȴQDQFLDO�SHUIRUPDQFH�LQ�WKH�VWUDWHJLF�UHSRUW�DQG�LV�D�PHWULF�
used by analysts. We applied a lower threshold of £1.8 million for testing of all 
EDODQFHV�LPSDFWLQJ�WKLV�ȴQDQFLDO�SHUIRUPDQFH�PHDVXUH��ZKLFK�LV�EHORZ����RI�
equity attributable to equity holders of the parent and below 5% of Normalised 
ΖQFRPH�3URȴW�
We agreed with the Audit Committee that we would report to the Committee 
DOO�DXGLW�GLHUHQFHV�LQ�H[FHVV�RI�e���������DV�ZHOO�DV�GLHUHQFHV�EHORZ�WKDW�
WKUHVKROG�WKDW��LQ�RXU�YLHZ��ZDUUDQWHG�UHSRUWLQJ�RQ�TXDOLWDWLYH�JURXQGV���:H�
DOVR�UHSRUWHG�WR�WKH�$XGLW�&RPPLWWHH�RQ�GLVFORVXUH�PDWWHUV�WKDW�ZH�LGHQWLȴHG�
ZKHQ�DVVHVVLQJ�WKH�RYHUDOO�SUHVHQWDWLRQ�RI�WKH�ȴQDQFLDO�VWDWHPHQWV�

6FRSH�RI�WKH�DXGLW�RI�WKH�ȴQDQFLDO�
statements

An audit involves obtaining evidence about the amounts and disclosures in the 
ȴQDQFLDO�VWDWHPHQWV�VXɝFLHQW�WR�JLYH�UHDVRQDEOH�DVVXUDQFH�WKDW�WKH�ȴQDQFLDO�
VWDWHPHQWV�DUH�IUHH�IURP�PDWHULDO�PLVVWDWHPHQW��ZKHWKHU�FDXVHG�E\�IUDXG�
or error.  This includes an assessment of: whether the accounting policies 
are appropriate to the Group’s and the parent company’s circumstances and 
have been consistently applied and adequately disclosed; the reasonableness 
RI�VLJQLȴFDQW�DFFRXQWLQJ�HVWLPDWHV�PDGH�E\�WKH�'LUHFWRUV��DQG�WKH�RYHUDOO�
SUHVHQWDWLRQ�RI�WKH�ȴQDQFLDO�VWDWHPHQWV���ΖQ�DGGLWLRQ��ZH�UHDG�DOO�WKH�ȴQDQFLDO�
DQG�QRQ�ȴQDQFLDO�LQIRUPDWLRQ�LQ�WKH�DQQXDO�UHSRUW�WR�LGHQWLI\�PDWHULDO�
LQFRQVLVWHQFLHV�ZLWK�WKH�DXGLWHG�ȴQDQFLDO�VWDWHPHQWV�DQG�WR�LGHQWLI\�DQ\�
LQIRUPDWLRQ�WKDW�LV�DSSDUHQWO\�PDWHULDOO\�LQFRUUHFW�EDVHG�RQ��RU�PDWHULDOO\�
LQFRQVLVWHQW�ZLWK��WKH�NQRZOHGJH�DFTXLUHG�E\�XV�LQ�WKH�FRXUVH�RI�SHUIRUPLQJ�
the audit.  If we become aware of any apparent material misstatements or 
inconsistencies we consider the implications for our report 
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An overview of the scope of our 
audit

Our audit was scoped by obtaining an understanding of the entity and its 
HQYLURQPHQW��LQFOXGLQJ�LQWHUQDO�FRQWURO��DQG�DVVHVVLQJ�WKH�ULVNV�RI�PDWHULDO�
misstatement.  Audit work to respond to the risks of material misstatement 
was performed directly by the audit engagement team.

Our Group audit scope focused primarily on the audit work in the United 
.LQJGRP��*HUPDQ\�DQG�WKH�1HWKHUODQGV��ZKHUH�IXOO�DXGLWV�ZHUH�FDUULHG�RXW�
EDVHG�RQ�RXU�DVVHVVPHQW�RI�WKH�LGHQWLȴHG�ULVNV�RI�PDWHULDO�PLVVWDWHPHQW�
LGHQWLȴHG�DERYH��7KH�*URXS�DXGLW�WHDP�SHUIRUPHG�WKH�DXGLWV�RI�WKH�HQWLWLHV�LQ�
WKH�8QLWHG�.LQJGRP�DQG�LQ�*HUPDQ\��ΖQ�DGGLWLRQ��WKH�*URXS�WHDP�DOVR�WHVWHG�
WKH�FRQVROLGDWLRQ�SURFHVV�DQG�FDUULHG�RXW�DQDO\WLFDO�SURFHGXUHV�WR�FRQȴUP�RXU�
FRQFOXVLRQ�WKDW�WKHUH�ZHUH�QR�VLJQLȴFDQW�ULVNV�RI�PDWHULDO�PLVVWDWHPHQW�RI�WKH�
DJJUHJDWHG�ȴQDQFLDO�LQIRUPDWLRQ�RI�WKH�UHPDLQLQJ�FRPSRQHQWV�QRW�VXEMHFW�WR�
DXGLW�RU�DXGLW�RI�VSHFLȴHG�DFFRXQW�EDODQFHV�

The components subject to a full audit represent the principal business units 
within the Group’s reportable segments and account for 96% of the Group’s 
UHYHQXH������RI�WKH�*URXSȇV�SURȴW�EHIRUH�WD[�DQG�����RI�WKH�*URXSȇV�QHW�
assets.  Our audit work was executed at levels of materiality applicable to each 
component which were lower than group materiality.

The Group audit team continued to follow a programme of planned visits 
that has been designed so that either the Senior Statutory Auditor or another 
senior member of the Group audit team visits each of the Group’s principal 
EXVLQHVV�XQLWV�DW�OHDVW�RQFH�HYHU\�WKUHH�\HDUV��LQFOXGLQJ�WKH�RYHUVHDV�
components audited by the Group audit team.  In years when we do not 
YLVLW�D�VLJQLȴFDQW�FRPSRQHQW�WKDW�LV�DXGLWHG�E\�D�FRPSRQHQW�DXGLWRU��ZH�ZLOO�
LQFOXGH�WKH�FRPSRQHQW�DXGLW�SDUWQHU�LQ�RXU�WHDP�EULHȴQJ��GLVFXVV�WKHLU�ULVN�
DVVHVVPHQW��DQG�UHYLHZ�GRFXPHQWDWLRQ�RI�WKH�ȴQGLQJV�IURP�WKHLU�ZRUN��7KH�
Senior Statutory Auditor or another senior member of the Group audit team 
participated in all of the close meetings of the Group’s principal business units.

Opinion on other matters 
prescribed by the Companies Act 
2006

In our opinion:

ɅȏɄ�WKH�SDUW�RI�WKH�'LUHFWRUVȇ�5HPXQHUDWLRQ�5HSRUW�WR�EH�DXGLWHG�KDV�EHHQ�
properly prepared in accordance with the Companies Act 2006; and

ɅȏɄ�WKH�LQIRUPDWLRQ�JLYHQ�LQ�WKH�6WUDWHJLF�5HSRUW�DQG�WKH�'LUHFWRUVȇ�5HSRUW�
IRU�WKH�ȴQDQFLDO�\HDU�IRU�ZKLFK�WKH�ȴQDQFLDO�VWDWHPHQWV�DUH�SUHSDUHG�LV�
FRQVLVWHQW�ZLWK�WKH�ȴQDQFLDO�VWDWHPHQWV�
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Matters on which we are required 
to report by exception
Adequacy of explanations received 

and accounting records

 

8QGHU�WKH�&RPSDQLHV�$FW������ZH�DUH�UHTXLUHG�WR�UHSRUW�WR�\RX�LI��LQ�RXU�
opinion:
ɅȏɄ�ZH�KDYH�QRW�UHFHLYHG�DOO�WKH�LQIRUPDWLRQ�DQG�H[SODQDWLRQV�ZH�UHTXLUH�IRU�

our audit; or
ɅȏɄ�DGHTXDWH�DFFRXQWLQJ�UHFRUGV�KDYH�QRW�EHHQ�NHSW�E\�WKH�SDUHQW�FRPSDQ\��

or returns adequate for our audit have not been received from branches 
not visited by us; or

ɅȏɄ�WKH�SDUHQW�FRPSDQ\�ȴQDQFLDO�VWDWHPHQWV�DUH�QRW�LQ�DJUHHPHQW�ZLWK�WKH�
accounting records and returns.

We have nothing to report in respect of these matters..

Directors’ remuneration Under the Companies Act 2006 we are also required to report if in our opinion 
certain disclosures of Directors’ remuneration have not been made or the part 
of the Directors’ Remuneration Report to be audited is not in agreement with 
the accounting records and returns. We have nothing to report arising from 
these matters.

Corporate Governance Statement Under the Listing Rules we are also required to review the part of the 
Corporate Governance Statement relating to the Company’s compliance with 
nine provisions of the UK Corporate Governance Code. We have nothing to 
report arising from our review.

Our duty to read other information 

in the Annual Report

8QGHU�ΖQWHUQDWLRQDO�6WDQGDUGV�RQ�$XGLWLQJ��8.�DQG�ΖUHODQG���ZH�DUH�UHTXLUHG�WR�
UHSRUW�WR�\RX�LI��LQ�RXU�RSLQLRQ��LQIRUPDWLRQ�LQ�WKH�DQQXDO�UHSRUW�LV�
ɅȏɄ�PDWHULDOO\�LQFRQVLVWHQW�ZLWK�WKH�LQIRUPDWLRQ�LQ�WKH�DXGLWHG�ȴQDQFLDO�

statements; or
ɅȏɄ�DSSDUHQWO\�PDWHULDOO\�LQFRUUHFW�EDVHG�RQ��RU�PDWHULDOO\�LQFRQVLVWHQW�ZLWK��

our knowledge of the group acquired in the course of performing our 
audit; or

ɅȏɄRWKHUZLVH�PLVOHDGLQJ�
ΖQ�SDUWLFXODU��ZH�DUH�UHTXLUHG�WR�FRQVLGHU�ZKHWKHU�ZH�KDYH�LGHQWLȴHG�DQ\�
inconsistencies between our knowledge acquired during the audit and the 
'LUHFWRUVȇ�VWDWHPHQW�WKDW�WKH\�FRQVLGHU�WKH�DQQXDO�UHSRUW�LV�IDLU��EDODQFHG�DQG�
understandable and whether the annual report appropriately discloses those 
matters that we communicated to the audit committee which we consider 
VKRXOG�KDYH�EHHQ�GLVFORVHG��:H�FRQȴUP�WKDW�ZH�KDYH�QRW�LGHQWLȴHG�DQ\�VXFK�
inconsistencies or misleading statements.
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Respective responsibilities of 

directors and auditor

$V�H[SODLQHG�PRUH�IXOO\�LQ�WKH�'LUHFWRUVȇ�5HVSRQVLELOLWLHV�6WDWHPHQW��WKH�
'LUHFWRUV�DUH�UHVSRQVLEOH�IRU�WKH�SUHSDUDWLRQ�RI�WKH�ȴQDQFLDO�VWDWHPHQWV�DQG�
IRU�EHLQJ�VDWLVȴHG�WKDW�WKH\�JLYH�D�WUXH�DQG�IDLU�YLHZ��2XU�UHVSRQVLELOLW\�LV�
WR�DXGLW�DQG�H[SUHVV�DQ�RSLQLRQ�RQ�WKH�ȴQDQFLDO�VWDWHPHQWV�LQ�DFFRUGDQFH�
with applicable law and International Standards on Auditing (UK and Ireland).  
Those standards require us to comply with the Auditing Practices Board’s 
Ethical Standards for Auditors.

7KLV�UHSRUW�LV�PDGH�VROHO\�WR�WKH�&RPSDQ\ȇV�PHPEHUV��DV�D�ERG\��LQ�
accordance with Chapter 3 of Part 16 of the Companies Act 2006.  Our audit 
work has been undertaken so that we might state to the Company’s members 
those matters we are required to state to them in an auditor’s report and for 
QR�RWKHU�SXUSRVH���7R�WKH�IXOOHVW�H[WHQW�SHUPLWWHG�E\�ODZ��ZH�GR�QRW�DFFHSW�RU�
assume responsibility to anyone other than the Company and the Company’s 
PHPEHUV�DV�D�ERG\��IRU�RXU�DXGLW�ZRUN��IRU�WKLV�UHSRUW��RU�IRU�WKH�RSLQLRQV�ZH�
have formed.

Darren Longley (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

&KDUWHUHG�$FFRXQWDQWV�DQG�6WDWXWRU\�$XGLWRU

Reading, United Kingdom

10 March 2014
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Chairman’s 
Corporate Governance 
Statement

Introduction
$V�&KDLUPDQ��Ζ�WDNH�UHVSRQVLELOLW\�IRU�
the Group’s corporate governance 
IUDPHZRUN��Ζ�DP�FRQȴGHQW�WKDW�
we achieved and maintained high 
standards of corporate governance 
during the year and that we will 
continue to adapt this framework as 
necessary in 2014.

Board evaluation
The Board formally evaluates 
its performance and that of its 
Committees annually. In line 
with the requirements of the UK 
&RUSRUDWH�*RYHUQDQFH�&RGH��WKH�
%RDUG�XQGHUWRRN�LWV�ȴUVW�H[WHUQDOO\�
facilitated Board evaluation in 
2013 and will do so every three 
years going forward. The review 
was conducted by Independent 
$XGLW��DQ�LQGHSHQGHQW�WKLUG�SDUW\��
appointed following a tender process 
which included written submissions 
and interviews with the Company 
Secretary and me. 

2YHUDOO��WKH�ȴQGLQJV�RI�WKH�HYDOXDWLRQ�
ZHUH�SRVLWLYH��UHFRJQLVLQJ�WKH�
amount of work that the Board 
and senior management team 
has undertaken during the year to 
improve procedure in a number of 
DUHDV��7KH�%RDUG�LV�FRQȴGHQW�WKDW�WKH�

performance of the Board and the 
&RPPLWWHHV�ZDV�DQG�LV�HHFWLYH�DQG�
that all Directors demonstrate full 
commitment in their respective roles.

In terms of potential improvements 
the evaluation concluded that 
it would be desirable that more 
discussion should be undertaken 
around long-term strategy and more 
consideration should be given to 
succession planning at Board and 
senior management level. These 
matters will be addressed during 
2014.

)ROORZLQJ�WKH�%RDUG�HYDOXDWLRQ��
Ζ�UHPDLQ�VDWLVȴHG�WKDW�WKH�
performance of all the Directors 
proposed for re-election continues 
WR�EH�HHFWLYH�DQG�WKDW�HDFK�'LUHFWRU�
demonstrates commitment to their 
role. 

Succession planning
Following Stephen Gee’s decision 
WR�UHWLUH�LQ�������WKH�1RPLQDWLRQ�
Committee has begun the 
UHFUXLWPHQW�WR�ȴQG�KLV�UHSODFHPHQW��
ΖQ�DGGLWLRQ��WKH�GHFLVLRQ�ZDV�WDNHQ�
to recruit an additional independent 
non-executive director to further 
VWUHQJWKHQ�WKH�EDODQFH�RI�VNLOOV��
knowledge and experience already 
on the Board. The Company 

has engaged the services of 
DQ�H[WHUQDO�VHDUFK�FRQVXOWDQW��
/RPRQG�&RQVXOWLQJ��WR�DVVLVW�LQ�WKH�
UHFUXLWPHQW�SURFHVV��IXOO�GHWDLOV�RI�
which will be reported in the Annual 
Report and Accounts for the year 
ended 31 December 2014 once both 
appointments have been made.

I would like to take this opportunity 
to thank Stephen for his substantial 
contribution and commitment to 
Hansteen’s growth and success over 
the past eight years. His guidance 
has always been invaluable and we 
are grateful that we will continue 
WR�EHQHȴW�IURP�KLV�ZLVH�DQG�
constructive counsel over the coming 
months.

James Hambro
Chairman

10 March 2014
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Corporate Governance 
Framework

The Company complied with 
the main principles of the UK 
Corporate Governance Code (the 
“Code”) published by the Financial 
Reporting Council in September 
2012 throughout the year with the 
exception of the composition of the 
Remuneration Committee.

The Company recognises that 
only having two independent 
Non-Executive Directors on the 
Remuneration Committee does 
not comply with the provisions 
RI�WKH�&RGH�KRZHYHU��ZH�EHOLHYH�
that for a Company with only 96 
HPSOR\HHV��DV�DW����'HFHPEHU�������
two independent Non-Executive 
'LUHFWRUV��RQH�RI�ZKRP�FKDLUV�WKH�
PHHWLQJ��WRJHWKHU�ZLWK�WKH�1RQ�
Executive Chairman (considered 
independent on appointment) is an 
appropriate composition. 

The Company complies with the 
Corporate Governance Statement 
requirements pursuant to the 
Financial Conduct Authority’s 
Disclosure and Transparency Rules by 
virtue of the information included in 
this Corporate Governance on pages 
98 to 126 together with information 
contained in the Directors’ Report on 
pages 77 to 86. 

The role of the Board of 
Directors
The Board is responsible to the 
shareholders of the Company for 
the strategy and future development 
RI�WKH�*URXS�DQG�WKH�HɝFLHQW�

management of its resources. As a 
UHVXOW��WKH�%RDUG�KDV�D�VFKHGXOH�RI�
PDWWHUV�UHVHUYHG�IRU�LWV�GHFLVLRQ��
which includes approval of annual 
EXGJHWV��DFTXLVLWLRQ�DQG�GLYHVWPHQW�
SROLF\��DSSURYDO�RI�PDMRU�FDSLWDO�
SURMHFWV��WKH�UDLVLQJ�RI�ȴQDQFH�DQG�
management policies. The Board is 
VXSSOLHG��LQ�D�WLPHO\�IDVKLRQ��ZLWK�WKH�
information it needs to enable it to 
discharge its duties. The Board is also 
kept informed of changes in relevant 
legislation and changing commercial 
ULVNV��DQG�HDFK�'LUHFWRU�KDV�DFFHVV�
to independent professional advice 
and the advice and services of the 
Company Secretary. The Board meets 
DW�OHDVW�ȴYH�WLPHV�D�\HDU�ZLWK�DG�KRF�
meetings as required.

Board composition
The Board currently comprises 
ȴYH�LQGHSHQGHQW�1RQ�([HFXWLYH�
'LUHFWRUV��LQFOXGLQJ�WKH�&KDLUPDQ��
and three Executive Directors. The 
biographies of these Directors are set 
RXW�RQ�SDJH�����7KH�%RDUG�LV�VDWLVȴHG�
WKDW�WKH�1RQ�([HFXWLYH�'LUHFWRUV��
each of whom is independent 
from management and has no 
commercial or other connection 
ZLWK�WKH�&RPSDQ\��DUH�DEOH�WR�
exercise independent judgement. 
In determining the independence 
RI�6WHSKHQ�*HH��WKH�%RDUG�
considered whether his previous 
role as a Non-Executive Director 
of Ashtenne Holdings plc might 
DHFW�KLV�LQGHSHQGHQFH��7KH�%RDUG�
concluded that his independence 

of character and judgement are not 
compromised based on a number of 
IDFWRUV��LQFOXGLQJ�KLV�H[SHULHQFH�DQG�
NQRZOHGJH��WKH�VLJQLȴFDQW�FKDQJHV�
in the economic and commercial 
environment since his tenure at 
$VKWHQQH��DQG�WKH�IDFW�WKDW�KH�KDV�
always exercised strong independent 
judgment. In anticipation of 
6WHSKHQȇV�UHWLUHPHQW�LQ�������WKH�
Nomination Committee has begun 
WKH�UHFUXLWPHQW�SURFHVV�WR�ȴQG�KLV�
replacement and one additional 
independent non-executive director 
to join the Board (see the Nomination 
Committee Report on page 105).  

Richard Mully is the Senior 
Independent Director.

All Directors except Stephen Gee will 
RHU�WKHPVHOYHV�IRU�UH�HOHFWLRQ�DW�WKH�
2014 Annual General Meeting. 

The Chairman and Joint Chief 
Executives roles
The division of responsibilities 
EHWZHHQ�WKH�UROH�RI�&KDLUPDQ��DQG�
WKH�UROHV�RI�WKH�-RLQW�&KLHI�([HFXWLYHV��
LV�FOHDUO\�GHȴQHG��VHW�RXW�LQ�ZULWLQJ�
and reviewed annually by the Board. 
The Chairman is responsible for the 
OHDGHUVKLS�DQG�HHFWLYH�ZRUNLQJ�RI�
WKH�%RDUG��HQVXULQJ�WKDW�DOO�PHPEHUV�
RI�WKH�%RDUG��LQFOXGLQJ�LQ�SDUWLFXODU�
WKH�1RQ�([HFXWLYH�'LUHFWRUV��KDYH�DQ�
RSSRUWXQLW\�WR�FRQWULEXWH�HHFWLYHO\��
and that there is appropriate 
and timely communication with 
shareholders. 
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The Board has delegated executive 
responsibility for running the Group 
to the Joint Chief Executives who are 
responsible for the strategic direction 
DQG�RSHUDWLRQDO�DQG�ȴQDQFLDO�
performance of the Group. 

The appointment of new Directors 
LV�D�PDWWHU�IRU�WKH�%RDUG�DV�D�ZKROH��
following recommendations made by 
the Nomination Committee.

Standing Committees of the 
Board
Audit Committee
The Audit Committee comprises 
+XPSKUH\�3ULFH��&KDLUPDQ���
Stephen Gee and Richard Mully. 
Senior representatives of the 
H[WHUQDO�DXGLWRU��([HFXWLYH�'LUHFWRUV�
and senior management may be 
invited to attend the meetings. The 
&RPPLWWHHȇV�UHSRUW��LQFOXGLQJ�GHWDLOV�

RI�LWV�UHVSRQVLELOLWLHV��LV�VHW�RXW�RQ�
pages 101 to 104.

Nomination Committee
The Nomination Committee 
FRPSULVHV��-DPHV�+DPEUR�
�&KDLUPDQ���+XPSKUH\�3ULFH��5LFKDUG�
&RWWRQ��5LFKDUG�0XOO\��DQG�DQ\�RQH�
RI�WKH�-RLQW�&KLHI�([HFXWLYHV��0RUJDQ�
-RQHV�DQG�ΖDQ�:DWVRQ��DW�DQ\�RQH�
time. The Committee is responsible 
IRU�UHYLHZLQJ�WKH�VWUXFWXUH��VL]H�DQG�
composition of the Board and for 
making recommendations in respect 
of any changes and appointments. 
7KH�&RPPLWWHHȇV�UHSRUW��LQFOXGLQJ�
GHWDLOV�RI�LWV�UHVSRQVLELOLWLHV��LV�VHW�RXW�
on page 105. 

Remuneration Committee
The Remuneration Committee 
FRPSULVHV�5LFKDUG�&RWWRQ��&KDLUPDQ���
James Hambro and Richard 

Mully. It is responsible for making 
recommendations to the Board on 
all aspects of remuneration policy for 
Executive Directors. The Committee’s 
report is set out on pages 106 to 126.

The terms of reference of the Audit 
&RPPLWWHH��1RPLQDWLRQ�&RPPLWWHH�
and Remuneration Committee are 
available on the Company’s website 
www.hansteen.co.uk. 

Board and Committee meeting 
attendance
The schedule below sets out the 
number of principal Board and 
Committee meetings held during 
the year ended 31 December 2013 
together with individual attendance 
by Board Members at those 
meetings.

   

  Audit Nomination Renumeration 
 Board Committee Committee Committee

James Hambro 7 - 2 4

Morgan Jones 7 -  1 -

Ian Watson 7 - 1 -

Richard Lowes 7 - - -

Stephen Gee 7 4 - -

Richard Mully 6 3 2 4

Richard Cotton 7 - 2 4

Humphrey Price 7 4 2 -

Number of meetings during the year 7 4 2 4

ΖQ�DGGLWLRQ�WR�%RDUG�PHHWLQJV��WKH�
Board held a dedicated Strategy 
Session in January 2013 and 
November 2013 to consider the 
development of the Company’s 
strategy and business model and all 
Directors were in attendance for that 
VHVVLRQ��ΖQ�EHWZHHQ�%RDUG�PHHWLQJV��
the Board receives a monthly 

performance pack containing 
detailed information on the entire 
property portfolio.

Relations with shareholders
The Executive Directors regularly 
meet with institutional shareholders 
and analysts. Private investors 
are also encouraged to meet with 

the Board and to participate in 
the Annual General Meeting. The 
&KDLUPHQ�RI�WKH�$XGLW��1RPLQDWLRQ�
and Remuneration Committees are 
DYDLODEOH�WR�DQVZHU�TXHVWLRQV��ZKHUH�
DSSURSULDWH��DW�WKH�$QQXDO�*HQHUDO�
Meeting.
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Report 
of the Audit Committee

Composition of the Committee
The Board has established an Audit 
Committee (the “Committee”) of 
three independent Non-Executive 
Directors as required by the 2012 
UK Corporate Governance Code (the 
“Code”). Following the announcement 
of Stephen Gee’s retirement planned 
IRU�������+XPSKUH\�3ULFH�WRRN�RYHU�
the Chairmanship of the Committee 
in November 2013. Stephen remains 
a member of the Committee while 
WKH�UHFUXLWPHQW�SURFHVV�WR�ȴQG�KLV�
replacement is undertaken. Richard 
Mully is the third member of the 
Committee. Humphrey Price is the 
&RPPLWWHH�PHPEHU�LGHQWLȴHG�DV�
KDYLQJ�UHFHQW�DQG�UHOHYDQW�ȴQDQFLDO�
H[SHULHQFH��DV�UHTXLUHG�E\�WKH�
&RGH��DOWKRXJK�DOO�WKH�PHPEHUV�
of the Committee have extensive 
ȴQDQFLDO�H[SHULHQFH��1R�PHPEHUV�
of the Committee have links with the 
Company’s external auditor. 

Senior representatives of the external 
DXGLWRUV��([HFXWLYH�'LUHFWRUV�DQG�
senior management may be invited 
to attend the meetings at the 
Committee’s discretion. The Company 
Secretary acts as secretary to the 
Committee.

The Company believes the 
Committee contains the right balance 
RI�NQRZOHGJH��VNLOO�DQG�H[SHULHQFH�WR�
support the business in achieving its 
strategy.

The Committee meets regularly 
during the year aligned to the 

ȴQDQFLDO�UHSRUWLQJ�WLPHWDEOH��'XULQJ�
2013 the Committee met at the four 
scheduled meetings with all members 
in attendance on each occasion. 
7KH�&RPPLWWHH�LV�VDWLVȴHG�WKDW�LW�
UHFHLYHV�VXɝFLHQW��UHOLDEOH�DQG�WLPHO\�
information from management in 
RUGHU�WR�DOORZ�LW�WR�IXOȴO�LWV�REMHFWLYHV�
and responsibilities.  

Role and responsibilities of the 
Committee
7KH�&RPPLWWHH�LV�VDWLVȴHG�WKDW�LW�
UHFHLYHV�VXɝFLHQW��UHOLDEOH�DQG�WLPHO\�
information from management in 
RUGHU�WR�DOORZ�LW�WR�IXOȴO�LWV�REMHFWLYHV�
and responsibilities.

The Committee’s principal 
responsibilities include: 

ɅȏɄ�UHYLHZLQJ�WKH�FRQWHQW�RI�WKH�
DQQXDO�UHSRUW�DQG�ȴQDQFLDO�
statements and advising the 
%RDUG�RQ�ZKHWKHU��WDNHQ�DV�D�
ZKROH��LW�LV�IDLU��EDODQFHG�DQG�
understandable and provides 
the information necessary 
for shareholders to assess 
WKH�&RPSDQ\ȇV�SHUIRUPDQFH��
business model and strategy;

ɅȏɄ�HQVXULQJ�WKDW�PDQDJHPHQW�KDV�
systems and procedures in place 
WR�HQVXUH�WKH�LQWHJULW\�RI�ȴQDQFLDO�
information;

ɅȏɄ�GHYHORSLQJ�DQG�LPSOHPHQWLQJ�WKH�
policy for the provision of non-
audit services by the auditor; 

ɅȏɄ�PDLQWDLQLQJ�DQ�DSSURSULDWH�

relationship with the Group’s 
H[WHUQDO�DXGLWRU��UHYLHZLQJ�WKH�
HHFWLYHQHVV��REMHFWLYLW\�DQG�
independence of the external 
DXGLWRU��FRQVLGHULQJ�ERWK�WKH�
scope of their work and the fees 
paid to them for audit and non-
audit services;

ɅȏɄ�FRQVLGHULQJ�DOO�PDWWHUV�UHODWLQJ�
to the recommendation for 
DSSRLQWPHQW��UH�DSSRLQWPHQW��
remuneration and terms of 
engagement of the Group’s 
external auditor; 

ɅȏɄ�PRQLWRULQJ�WKH�*URXSȇV�LQWHUQDO�
DXGLW�UHTXLUHPHQWV��LQWHUQDO�
ȴQDQFLDO�FRQWUROV�DQG�WKH�DXGLW�
process; 

ɅȏɄ�UHYLHZLQJ�WKH�LQWHULP�DQG�IXOO�
\HDU�ȴQDQFLDO�VWDWHPHQWV�SULRU�
WR�WKHLU�VXEPLVVLRQ�WR�WKH�%RDUG��
applying the Group’s accounting 
policies and any changes to 
ȴQDQFLDO�UHSRUWLQJ�UHTXLUHPHQWV��
and

ɅȏɄ�XQGHUWDNLQJ�D�UHYLHZ�RI�WKH�
Group’s risks on a bi-annual 
basis.

The full terms of reference of the 
&RPPLWWHH��XSGDWHG�IROORZLQJ�D�
UHYLHZ�XQGHUWDNHQ�LQ�2FWREHU�������
are available on the Company’s 
website www.hansteen.co.uk.

Financial reporting
The Committee reviewed and 
considered the following areas in 
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UHVSHFW�RI�ȴQDQFLDO�UHSRUWLQJ�DQG�
the preparation of the interim and 
DQQXDO�ȴQDQFLDO�VWDWHPHQWV�

ɅȏɄ�WKH�DSSURSULDWHQHVV�RI�
accounting policies used;

ɅȏɄ�FRPSOLDQFH�ZLWK�H[WHUQDO�DQG�
LQWHUQDO�ȴQDQFLDO�UHSRUWLQJ�
standards and policies;

ɅȏɄ�VLJQLȴFDQW�MXGJPHQWV�PDGH�

ɅȏɄ�VWDWXWRU\�GLVFORVXUHV��DQG

ɅȏɄ�ZKHWKHU�WKH�$QQXDO�5HSRUW�DQG�
)LQDQFLDO�6WDWHPHQWV�DUH�IDLU��
balanced and understandable.

No issues arose from this review.

ΖQ�RUGHU�WR�FDUU\�RXW�WKLV�ZRUN��WKH�
Committee considered the work and 
recommendations of the Finance 
WHDP�OHG�E\�)LQDQFH�'LUHFWRU��5LFKDUG�
/RZHV��ΖQ�DGGLWLRQ��WKH�&RPPLWWHH�
received regular reports from the 
external auditor setting out their 
views of the accounting treatments 
and judgements included in the 
ȴQDQFLDO�VWDWHPHQWV��7KH�UHSRUWV�
from the external auditor are based 
RQ�D�IXOO�DXGLW�RI�WKH�DQQXDO�ȴQDQFLDO�
statements and a review of the 
LQWHULP�ȴQDQFLDO�VWDWHPHQWV��

7KH�VLJQLȴFDQW�LVVXHV�FRQVLGHUHG�
by the Committee in relation to the 
ȴQDQFLDO�VWDWHPHQWV�ZHUH�

ɅȏɄ�ΖQYHVWPHQW�SURSHUW\�YDOXDWLRQV

ɅȏɄ�*RLQJ�FRQFHUQ��GHEW�PDWXULW\�DQG�
covenant compliance 

ɅȏɄ�9DOXDWLRQ�RI�GHULYDWLYH�ȴQDQFLDO�
instruments 

ɅȏɄ�5HFRJQLWLRQ�RI�RYHUVHDV�GHIHUUHG�
tax assets 

In addition to requesting that the 
external auditor focus on these areas 
and report to the Committee with 

WKHLU�ȴQGLQJV�WKH�&RPPLWWHH�DOVR�
undertook the following actions:

ɅȏɄ�0HPEHUV�RI�WKH�&RPPLWWHH�ZLWK�
relevant and current expertise 
in property valuation met with 
valuers of the Group property 
portfolio to discuss the valuations

ɅȏɄ�5HYLHZHG�WKH�XQGHUO\LQJ�
assumptions in the going concern 
forecasts and the reasonableness 
of the stress tests carried out in 
relation to those forecasts

ɅȏɄ�&RQȴUPHG�WKDW�WKLUG�SDUW\�
valuations were obtained for 
GHULYDWLYH�ȴQDQFLDO�LQVWUXPHQWV

ɅȏɄ�&RQVLGHUHG�WKH�VXSSRUWLQJ�
evidence for recognition of 
overseas deferred tax assets.

No issues arose from the above. 

Internal audit
The Committee keeps under review 
the Company’s need for an internal 
audit function. The majority of the 
processing and accounting for the 
day-to-day transactions of the Group 
is outsourced to third-party suppliers.  
Management maintain a close 
relationship with these suppliers 
and perform regular detailed 
reviews of their work and report 
WR�WKH�&RPPLWWHH�LI�DQ\�VLJQLȴFDQW�
concerns are raised by these reviews. 
The Committee regularly reviews 
the internal controls to ensure that 
they are adequate for the size and 
complexity of the business. On 
this basis the Committee believes 
that the underlying objectives 
of an internal audit function are 
adequately performed at present.  
The Committee and the Board will 
continue to monitor this position on 
an ongoing basis.

External Auditor and their 
independence
The Group’s external auditor is 
Deloitte LLP (“Deloitte”). In forming 
their opinion on the independence 
and objectivity of the external 
DXGLWRU��WKH�&RPPLWWHH�WDNHV�LQWR�
account the safeguards operating 
within Deloitte and they are asked 
to provide a formal statement of 
their independence to the Company 
DQQXDOO\��ΖQ�DGGLWLRQ��WR�VDIHJXDUG�
WKDW�LQGHSHQGHQFH��WKH�&RPSDQ\�
ensures compliance with its policy 
governing the provision of non-audit 
services by the external auditor 
under which Deloitte may not provide 
a service which places them in a 
position where they may be required 
to audit their own work.

6SHFLȴFDOO\��'HORLWWH�DUH�SUHFOXGHG�
from providing services relating 
to bookkeeping or other services 
relating to accounting records or 
ȴQDQFLDO�VWDWHPHQWV�RI�WKH�*URXS��
ȴQDQFLDO�LQIRUPDWLRQ�V\VWHP�GHVLJQ�
DQG�LPSOHPHQWDWLRQ��DSSUDLVDO�
RU�HYDOXDWLRQ�VHUYLFHV��DFWXDULDO�
VHUYLFHV��DQ\�PDQDJHPHQW�IXQFWLRQV��
LQYHVWPHQW�EDQNLQJ�VHUYLFHV��OHJDO�
VHUYLFHV�XQUHODWHG�WR�WKH�DXGLW��
remuneration related services or 
advocacy services. 

7R�IXOȴO�LWV�UHVSRQVLELOLWLHV�UHJDUGLQJ�
WKH�H[WHUQDO�DXGLWRU��WKH�&RPPLWWHH�
reviewed:

ɅȏɄ�WKH�VFRSH�RI�WKH�DXGLW�DV�VHW�
out in the external auditor’s 
engagement letter;

ɅȏɄ�WKH�H[WHUQDO�DXGLWRUȇV�RYHUDOO�
work plan;

ɅȏɄ�WKH�H[WHUQDO�DXGLWRUȇV�IHH�
proposal;

ɅȏɄ�D�UHSRUW�IURP�WKH�H[WHUQDO�
auditor describing their 
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arrangements to ensure 
REMHFWLYLW\�DQG�WR�LGHQWLI\��UHSRUW�
DQG�PDQDJH�DQ\�FRQȵLFWV�RI�
LQWHUHVW��DQG�

ɅȏɄ�WKH�H[WHQW�RI�QRQ�DXGLW�VHUYLFHV�
provided by the external auditor 
to ensure that they are not 
placed in a position to audit their 
own work.

'XULQJ�������VHUYLFHV�SURYLGHG�E\�
Deloitte and their associates to 
WKH�*URXS��LQ�DGGLWLRQ�WR�DFWLQJ�DV�
H[WHUQDO�DXGLWRU��LQFOXGHG�WD[�DGYLFH�
in respect of UK and overseas income 
WD[��9$7�DQG�SURSHUW\�WD[��7KH�
Committee believes that it receives 
SDUWLFXODU�EHQHȴW�IURP�FHUWDLQ�
non-audit services being provided 
by the external auditor due to their 
wide and detailed knowledge of the 
&RPSDQ\�DQG�VR�GLVFUHWLRQ�LV�XVHG��
VXEMHFW�WR�WKH�FRQWUROV�VHW�RXW�DERYH��
in obtaining such services from 
Deloitte. 

Where non-audit services are 
SURYLGHG��WKH�IHHV�DUH�EDVHG�RQ�
the work undertaken and are not 
success related. Consideration 
is given to the nature of and 
remuneration received for other 
services provided by Deloitte to the 
*URXS�DQG�FRQȴUPDWLRQ�LV�VRXJKW�
from them that the fee payable 
for the annual audit is adequate 
to enable them to perform their 
obligations in accordance with the 
scope of the audit. The Committee 
has fully evaluated all non-audit work 
undertaken by Deloitte during the 
year against its policy and remains 
comfortable that it is appropriate and 
WKH�IHHV�MXVWLȴHG�

Payments made by the Group for 
audit and non-audit fees for the year 
are disclosed on page 48.

([WHUQDO�DXGLW�HHFWLYHQHVV
The Committee has adopted a 
formal framework in its review of 
WKH�HHFWLYHQHVV�RI�WKH�H[WHUQDO�
audit process which includes a 
UHYLHZ�RI�WKH�DXGLW�SDUWQHU��WKH�
DXGLW�WHDP��WKH�SODQQLQJ�DQG�VFRSH�
RI�WKH�DXGLW��LQFOXGLQJ�LGHQWLȴFDWLRQ�
RI�ULVNV��WKH�H[HFXWLRQ�RI�WKH�DXGLW��
the role of the Company and the 
PDQDJHPHQW�WHDP�LQ�DQ�HHFWLYH�
DXGLW�SURFHVV��FRPPXQLFDWLRQV�E\�
WKH�DXGLWRU�ZLWK�WKH�&RPPLWWHH��
how the external auditor supports 
WKH�ZRUN�RI�WKH�&RPPLWWHH��KRZ�WKH�
audit contributes insights and adds 
YDOXH��DQG�WKH�LQGHSHQGHQFH�DQG�
REMHFWLYLW\�RI�WKH�DXGLW�ȴUP�DQG�WKH�
TXDOLW\�RI�WKH�IRUPDO��DXGLW�UHSRUW�WR�
shareholders. 

A comprehensive auditor assessment 
questionnaire is completed annually 
by each member of the Committee 
and by the Finance Director. In 
DGGLWLRQ��IHHGEDFN�LV�REWDLQHG�IURP�
members of the senior management 
WHDP��LQFOXGLQJ�WKH�-RLQW�&KLHI�
([HFXWLYHV��DQG�IURP�WKH�ZLGHU�
ȴQDQFH�WHDP��7KH�UHVSRQVHV�DUH�
collated and the resulting analysis 
considered by the Committee and 
any concerns are discussed with the 
external auditor. Every third year the 
external audit partner will meet with 
the Committee Chairman and Finance 
Director to formally discuss the 
quality of the external audit process 
using this evaluation framework and 
the outcome of those discussions will 
feed into the audit process for the 
subsequent three years.

7KH�HHFWLYHQHVV�RI�WKH�PDQDJHPHQW�
team’s role in the external audit 
process is assessed principally using 
the following performance measures:

ɅȏɄ�WKH�WLPHO\�LGHQWLȴFDWLRQ�DQG�
resolution of areas of accounting 
judgement; 

ɅȏɄ�WKH�TXDOLW\�DQG�WLPHOLQHVV�
of papers analysing those 
judgements;

ɅȏɄ�WKH�PDQDJHPHQW�WHDPȇV�
approach to the value of 
independent audit and the 
booking of any audit adjustments 
arising; and

ɅȏɄ�WKH�WLPHO\�SURYLVLRQ�RI�GUDIW�
public documents for review by 
the auditor and the Committee. 

The Committee meets as considered 
necessary with the external auditor 
without management being present.

'XULQJ�WKH�ȴQDQFLDO�\HDU�XQGHU�
UHSRUW��WKH�&RPPLWWHH�JDYH�SDUWLFXODU�
IRFXV�WR�WKH�HHFWLYHQHVV�RI�WKH�
audit of the Group’s investments in 
Hansteen Property Unit Trust II and 
the Ashtenne Industrial Fund and the 
issuance of the Convertible Bond.

External Auditor appointment
Deloitte have been the Group’s 
external auditor since 2006 when 
WKH�*URXS�SUHSDUHG�LWV�ȴUVW�$QQXDO�
Report and Financial Statements. 
The audit partner responsible for 
the Group’s audit matters is changed 
HYHU\�ȴYH�\HDUV�LQ�DFFRUGDQFH�ZLWK�
the Ethical Standards issued by the 
Auditing Practices Board. The current 
DXGLW�SDUWQHU�LV�LQ�KLV�ȴUVW�\HDU�LQ�
RɝFH��7KH�&RPPLWWHH�LV�DZDUH�RI�
the emerging requirements for listed 
companies regarding mandatory 
tendering every ten years and will 
establish a tendering policy based 
on these requirements which will 
DSSO\�WR�WKH�ȴQDQFLDO�\HDU�HQGLQJ����
December 2014. 
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Internal controls and risk 
management
$Q�RQJRLQJ�SURFHVV�IRU�LGHQWLI\LQJ��
evaluating and managing the most 
VLJQLȴFDQW�ULVNV�IDFHG�E\�WKH�*URXS�
has been in place throughout the 
year and up to the date of approval 
of the Annual Report and Accounts. 
7KDW�SURFHVV��ZKLFK�DFFRUGV�ZLWK�WKH�
Turnbull guidance and the Board’s 
UHYLHZ�RI�WKDW�SURFHVV��LV�VHW�RXW�
below. 

The Directors acknowledge their 
responsibility for the Group’s system 
RI�LQWHUQDO�FRQWUROV��LQFOXGLQJ�WKH�
UHYLHZ�RI�LWV�HHFWLYHQHVV�DQG�
VXLWDEOH�PRQLWRULQJ�SURFHGXUHV��LQ�
order to safeguard shareholders’ 
investment and the assets of the 
Group as well as the integrity of its 
accounting records and provide 
reliable information for use within 
the business and for publication. The 
Directors acknowledge that such a 
system is designed to manage rather 
than eliminate the risk of failure to 
achieve business objectives and can 
provide only reasonable and not 
absolute assurance against material 
misstatement or loss. 

7KH�'LUHFWRUV�KDYH�UHYLHZHG��DV�
SDUW�RI�WKH�\HDU�HQG�SURFHGXUHV��
WKH�HHFWLYHQHVV�RI�WKH�V\VWHP�RI�
internal controls for the period under 
review and up to the date of this 
UHSRUW��WKH�NH\�HOHPHQW�RI�ZKLFK�LV�D�
risk management process whereby 
key risks to achieving our objectives 
and strategy as well as related 
controls and monitoring procedures 
in respect of those controls are 
LGHQWLȴHG�LQ�D�ULVN�UHJLVWHU��7KH�ULVN�
register is reviewed bi-annually and 
updated where appropriate and 
reports received from the executive 
RQ�FRQWURO�SURFHGXUHV��DQG�DQ\�DUHDV�
for improvement are agreed for 
subsequent action. The Company’s 
principal risks and uncertainties are 
reported on page 24 and include 
the judgements and uncertainties 
used in determining the fair value of 
LQYHVWPHQW�SURSHUW\��ȵXFWXDWLRQV�LQ�
IRUHLJQ�H[FKDQJH�UDWHV��WD[DWLRQ�DQG�
the variability of rental income.

This process is supported by:

ɅȏɄ�Management structure  
There is a clear organisational 
VWUXFWXUH�ZLWK�ZHOO�GHȴQHG�OLQHV�
of reporting and responsibility.

ɅȏɄ�Financial reporting  
There are reporting disciplines 
including performance 
PRQLWRULQJ�DQG�SURȴW�DQG�FDVK�
forecasting.

ɅȏɄ Investment appraisal  
7KH�*URXS�KDV�D�FOHDUO\�GHȴQHG�
framework for capital and 
development expenditure and 
subsequent on-going appraisals.

ΖQ�DGGLWLRQ��WKH�NH\�LQWHUQDO�FRQWUROV�
include regular meetings of the 
Board and Committee whose overall 
responsibilities are set out above.

During the course of its reviews of 
WKH�V\VWHP�RI�LQWHUQDO�FRQWUROV��WKH�
%RDUG�KDV�QRW�LGHQWLȴHG�QRU�EHHQ�
advised of any failings or weaknesses 
which it has determined to be 
VLJQLȴFDQW��7KHUHIRUH�D�FRQȴUPDWLRQ�
in respect of necessary actions has 
not been considered necessary.

Humphrey Price
Chairman of the Audit 
Committee

10 March 2014
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Report 
of the Nomination Committee

Composition of the Committee
The Board has established a 
Nomination Committee (the 
Ȋ&RPPLWWHHȋ���WKH�PDMRULW\�RI�
members of which are independent 
Non-Executive Directors as 
required by the 2012 UK Corporate 
Governance Code.  During the year 
the Committee comprised James 
+DPEUR��&KDLUPDQ���+XPSKUH\�3ULFH��
5LFKDUG�&RWWRQ��5LFKDUG�0XOO\�DQG�
DQ\�RQH�RI�WKH�-RLQW�&KLHI�([HFXWLYHV��
0RUJDQ�-RQHV�DQG�ΖDQ�:DWVRQ��DW�DQ\�
one time.  The Company Secretary 
acts as secretary to the Committee.

7KH�&RPPLWWHH�LV�UHTXLUHG��LQ�
accordance with its terms of 
UHIHUHQFH��WR�PHHW�DW�OHDVW�RQFH�D�
year.  During 2013 the Committee 
PHW�WZLFH�ZLWK�WKH�&KDLUPDQ��DOO�1RQ�
Executive Directors and one of the 
Joint Chief Executives in attendance 
on each occasion. 

The full terms of reference of the 
1RPLQDWLRQ�&RPPLWWHH��XSGDWHG�
following a review undertaken in 
2FWREHU�������DUH�DYDLODEOH�RQ�WKH�
Company’s website www.hansteen.
co.uk. The terms and conditions 
of the Non-Executive Directors 
are available for inspection at the 
Company’s Annual General Meeting 
RU�DW�WKH�&RPSDQ\ȇV�UHJLVWHUHG�RɝFH�

Role and responsibilities of the 
Committee
The role of the Committee is to keep 
under review the composition of the 
%RDUG��WR�SODQ�IRU�LWV�UHIUHVKPHQW��

ZLWK�UHJDUG�WR�EDODQFH�DQG�VWUXFWXUH��
and to consider issues of succession.  

The Committee is responsible for 
a number of matters relating to 
the composition of the Board and 
its committees.  In particular it is 
responsible for:

ɅȏɄ�UHYLHZLQJ�WKH�VWUXFWXUH��VL]H�DQG�
composition of the Board and 
making recommendations to the 
Board with regard to any changes 
required;

ɅȏɄ�VXFFHVVLRQ�SODQQLQJ�IRU�'LUHFWRUV�
and other senior executives;

ɅȏɄ�LGHQWLI\LQJ�DQG�QRPLQDWLQJ��IRU�
%RDUG�DSSURYDO��FDQGLGDWHV�WR�
ȴOO�%RDUG�YDFDQFLHV�DV�DQG�ZKHQ�
they arise;

ɅȏɄ�UHYLHZLQJ�DQQXDOO\�WKH�WLPH�
commitment required of Non-
Executive Directors; and

ɅȏɄ�PDNLQJ�UHFRPPHQGDWLRQV�WR�WKH�
Board regarding membership 
of the Audit and Remuneration 
Committees in consultation with 
the Chairman of each Committee.

The performance of the Committee 
was evaluated as part of the 
externally facilitated Board evaluation 
exercise undertaken in November 
2013 and the Committee was found 
WR�EH�RSHUDWLQJ�HHFWLYHO\�

Activities during 2013 and 
priorities for 2014
The Committee’s focus in 2013 was 
on the development of the Board’s 

succession plan.  In November 
2013 the Company was informed 
by Stephen Gee of his intention to 
retire from his role as non-executive 
director at a mutually convenient 
time prior to the 2014 Annual General 
Meeting. Stephen stepped down as 
Chairman of the Audit Committee 
immediately following his notice 
DQG��RQ�WKH�UHFRPPHQGDWLRQ�RI�WKH�
&RPPLWWHH��WKH�%RDUG�DSSURYHG�WKH�
appointment of Humphrey Price as  
Chairman of the Audit Committee.  
The selection process has begun to 
ȴQG�6WHSKHQȇV�UHSODFHPHQW�DQG�WR�
recruit one additional non-executive 
director to join the Board.  The 
Committee has retained the services 
RI�/RPRQG�&RQVXOWLQJ��DQ�H[WHUQDO�
H[HFXWLYH�VHDUFK�FRQVXOWDQF\��WR�
assist in the recruitment process.  
Lomond Consulting have no prior 
relationship with the Company.  

Full details of the recruitment process 
will be reported in the Annual Report 
and Financial Statements for the year 
ending 31 December 2014 once both 
appointments have been made.

James Hambro
Chairman of the Nomination 
Committee

10 March 2014
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Report 
of the Remuneration Committee

��Ʉ&+$Ζ50$1ȇ6�67$7(0(17
2Q�EHKDOI�RI�WKH�%RDUG��Ζ�DP�
pleased to introduce the Report of 
the Remuneration Committee (the 
“Committee”) for the year ended 31 
December 2013.

The primary role of the Committee 
is to determine and recommend 
WR�WKH�%RDUG�WKH�VSHFLȴF�SD\�DQG�
EHQHȴWV�SDFNDJHV�IRU�WKH�([HFXWLYH�
'LUHFWRUV��WR�HQVXUH�WKDW�WKH\�DUH�
IDLUO\��EXW�UHVSRQVLEO\��UHZDUGHG�IRU�
their individual contributions to the 
Company’s overall performance. 
The Committee’s objective is to 
support the business strategy of the 
Company and to align remuneration 
with shareholders’ returns whilst 
HQVXULQJ�LW�LV�DEOH�WR�DWWUDFW��UHWDLQ�
and motivate experienced and 
high-calibre individuals who are 
committed to achieving consistently 
high performance in its sector. The 
Committee also administers the 
Company’s share incentive plans. 
'XULQJ�WKH�\HDU��WKH�&RPPLWWHH�
carried out the following activities:

ɅȏɄ�5HYLHZ�RI�WKH�DFKLHYHPHQW�
of annual bonus scheme 
performance measures against 
target;

ɅȏɄ�5HYLHZ�RI�UHPXQHUDWLRQ�
benchmarking and setting of 
base salaries for Executive 
Directors;

ɅȏɄ�$SSURYDO�RI�WKH�'LUHFWRUVȇ�
Remuneration Report for the 
year ending 31 December 2012;

ɅȏɄ�5HYLHZ�RI�WKH�ȴQDO�RXWFRPH�RI�
Annual General Meeting voting 
for the Directors’ Remuneration 
Report for the year ended 
31 December 2012 and 
consideration of shareholder 
feedback;

ɅȏɄ�$SSURYDO�RI�DQ�DZDUG�XQGHU�
the Performance Share Plan 
(“PSP”) to the Executive Directors 
and members of the Senior 
Management Team; 

ɅȏɄ�$JUHHLQJ�WKH�GHVLJQ�RI�DQG�
targets for the annual bonus 
scheme for the year ended 31 
December 2014; and

ɅȏɄ�5HYLHZ�RI�WKH�&RPPLWWHHȇV�WHUPV�
of reference and performance 
during the year.

Against a background of slowly 
LPSURYLQJ�HFRQRPLF�FRQGLWLRQV��
the Group’s performance has been 
H[FHSWLRQDO��DV�UHȵHFWHG�LQ�D�����
increase in Normalised Income 
3URȴW�SHU�VKDUH��D�����LQFUHDVH�LQ�
1RUPDOLVHG�7RWDO�3URȴW�SHU�VKDUH�DQG�
a 9% increase in EPRA NAV. In this 
FRQWH[W��WKH�&RPPLWWHH�LV�VDWLVȴHG�
that the level of payment under 
the annual bonus scheme for the 
Executive Directors is merited. Base 
salary increases for the Executive 
'LUHFWRUV�ZHUH�OLPLWHG�WR�����
similar to the aggregate increase for 
employees across the Group. 

No changes to the structure of 
remuneration for Executive and 
Non-Executive Directors were made 
in the year ended 31 December 2013 
and none are proposed for the year 
ending 31 December 2014.

The following report has been 
prepared in accordance with the 
Companies Act 2006 and Schedule 
8 of the Large and Medium-Sized 
Companies and Groups (Accounts 
DQG�5HSRUWV��5HJXODWLRQV�������DV�
DPHQGHG��DQG�PHHWV�WKH�UHOHYDQW�
requirements of the Listing Rules of 
the Financial Conduct Authority and 
the UK Corporate Governance Code. 
The Report is presented in two parts 
– the Remuneration Policy Report and 
the Annual Report on Remuneration. 
Ordinary resolutions will be proposed 
at the forthcoming Annual General 
Meeting on 9 June 2014 to approve 
separately the Remuneration Policy 
Report (which is subject to a binding 
shareholder vote) and the Annual 
Report on Remuneration and this 
Statement (which are subject to an 
advisory vote). 

Richard Cotton

10 March 2014
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This part of the Report of the 
Remuneration Committee sets out 
the remuneration policy for Directors 
of the Company and will be subject 
to a binding vote by shareholders at 
the 2014 Annual General Meeting. 
7KH�SROLF\�LV�LQWHQGHG�WR�WDNH�HHFW�
immediately following shareholder 
approval. 

Policy overview
In setting the Group’s remuneration 
SROLF\�IRU�WKH�([HFXWLYH�'LUHFWRUV��WKH�
Remuneration Committee takes into 
account the following:

ɅȏɄ�WKH�QHHG�WR�DWWUDFW��UHWDLQ�DQG�
motivate high calibre individuals;

ɅȏɄ�DOLJQPHQW�EHWZHHQ�UHPXQHUDWLRQ�
of the Executive Directors and the 
Group’s business objectives; 

ɅȏɄ�DOLJQPHQW�EHWZHHQ�UHPXQHUDWLRQ�
and the interests of the 
shareholders;

ɅȏɄ�SD\�DQG�EHQHȴWV�SUDFWLFH�DQG�
employment conditions within 
the Group and the geographic 
regions in which the Group 
operates; and

ɅȏɄ�FXUUHQW�PDUNHW�WUHQGV�DQG�
practices with regard to 
equivalent roles in groups of 
VLPLODU�VL]H��FRPSOH[LW\�DQG�
geographic spread as well as 
their relative performance.

Consideration of shareholder 
views
The Committee is committed 
to an ongoing dialogue with 
shareholders and seeks the views of 
VLJQLȴFDQW�VKDUHKROGHUV�ZKHQ�DQ\�
major changes are being made to 
remuneration arrangements. The 

Committee takes into account the 
YLHZV�RI�VLJQLȴFDQW�VKDUHKROGHUV�
when formulating and implementing 
the policy. The Committee also 
considers shareholder feedback 
received in relation to the Annual 
General Meeting each year. Details 
of the votes cast for and against the 
resolution to approve last year’s 
Remuneration Report are provided in 
the Annual Report on Remuneration 
section of this report.

Consideration of employment 
conditions elsewhere in the 
Group
Whilst it does not consult with 
WKH�*URXSȇV�HPSOR\HHV�GLUHFWO\��
the Committee considers pay and 
employment conditions elsewhere 
in the Group when considering 
remuneration for the Executive 
Directors. When considering base 
VDODU\�LQFUHDVHV��WKH�&RPPLWWHH�
considers the general level of salary 
LQFUHDVHV�DFURVV�WKH�*URXS��7\SLFDOO\��
salary increases for Executive 
Directors will be aligned with those 
received elsewhere in the Group 
unless the Committee considers 
WKDW�VSHFLȴF�FLUFXPVWDQFHV�UHTXLUH�
D�GLHUHQW�OHYHO�RI�VDODU\�LQFUHDVH�
for any of the Executive Directors. 
The remuneration arrangements for 
employees below the main Board 
UHȵHFW�WKH�VHQLRULW\�RI�WKH�UROH��DQG�
WKHUHIRUH��WKH�FRPSRQHQWV�DQG�
OHYHOV�RI�UHPXQHUDWLRQ�IRU�GLHUHQW�
HPSOR\HHV�PD\�GLHU�IURP�WKH�SROLF\�
for Executives as set out in the Future 
Policy Table below.

Legacy arrangements
The Committee reserves the right to 
make remuneration payments and 

SD\PHQWV�IRU�ORVV�RI�RɝFH�WKDW�IDOO�
outside the remuneration policy as 
described below where the terms 
of payment were agreed before the 
SROLF\�FDPH�LQWR�HHFW�RU�DW�D�WLPH�
when the relevant individual was 
not a Director of the Company. Such 
SD\PHQWV�FRXOG�EH�PDGH�ZKHUH��LQ�
WKH�RSLQLRQ�RI�WKH�&RPPLWWHH��WKH�
payment was not in consideration for 
the individual becoming a Director 
RI�WKH�&RPSDQ\��)RU�WKHVH�SXUSRVHV��
payments include the Committee 
satisfying awards of variable 
UHPXQHUDWLRQ�DQG��LQ�UHODWLRQ�WR�
DQ�DZDUG�RI�VKDUHV��WKH�WHUPV�RI�
payment agreed at the time the 
award was granted. Details of any 
payments will be disclosed in the 
Annual Report on Remuneration for 
that year.

Operation of the annual bonus 
arrangements and share 
schemes 
In operating and administering 
the annual bonus scheme and the 
Group share schemes in accordance 
with their respective rules and in 
DFFRUGDQFH�ZLWK�WKH�/LVWLQJ�5XOHV��
ZKHUH�UHOHYDQW��WKH�&RPPLWWHH�
retains certain discretions which 
LQFOXGH��EXW�DUH�QRW�OLPLWHG�WR��WKH�
following:

ɅȏɄ�WKH�VHOHFWLRQ�RI�SDUWLFLSDQWV�

ɅȏɄ�WKH�WLPLQJ�RI�WKH�JUDQW�RI�DQ�
award and payments;

ɅȏɄ�WKH�VL]H�RI�DQ�DZDUG�ZLWKLQ�
the limits of the contractual 
obligations if part of a legacy 
DJUHHPHQW�RU��LI�QRW�VXEMHFW�
WR�D�OHJDF\�DUUDQJHPHQW��LQ�
accordance with the Future Policy 
Table as set out below;

��Ʉ�5(081(5$7Ζ21�32/Ζ&<�5(3257
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ɅȏɄ�WKH�GHWHUPLQDWLRQ�RI�WKH�
extent to which performance 
measures have been met and 
the corresponding vesting or 
payment levels;

ɅȏɄ�WKH�DFWLRQ�WR�EH�WDNHQ�ZKHQ�
dealing with a change of control 
or restructuring of the Group;

ɅȏɄ�GHWHUPLQDWLRQ�RI�WKH�WUHDWPHQW�
of leavers in accordance with the 
relevant rules of each incentive 
plan and the appropriate 
WUHDWPHQW�FKRVHQ��LQFOXGLQJ�SUR�
rating of awards;

ɅȏɄ�DGMXVWPHQWV�WR�DZDUGV��LI�
DQ\�DUH�UHTXLUHG��LQ�FHUWDLQ�
FLUFXPVWDQFHV��H�J��ULJKWV�LVVXHV��

corporate restructuring events 
and special dividends);

ɅȏɄ�WKH�DQQXDO�UHYLHZ�RI�
SHUIRUPDQFH�PHDVXUHV��
weighting and targets for the 
annual bonus scheme and PSP; 
and 

ɅȏɄ�WKH�PHWKRG�E\�ZKLFK�DZDUGV�FDQ�
EH�VDWLVȴHG��L�H��WKURXJK�WKH�XVH�
RI�LVVXH�RI�QHZ�VKDUHV��SXUFKDVH�
or use of treasury shares or by 
way of a cash payment).

The Committee also retains the 
ability to adjust the targets and/or 
VHW�GLHUHQW�SHUIRUPDQFH�PHDVXUHV�
for the annual bonus scheme and 
PSP if events occur (e.g. a material 

acquisition and/or divestment of 
a Group business) which cause it 
to consider that the targets and 
measures are no longer appropriate 
to achieve the original purpose of 
LQFHQWLYLVLQJ�WKH�([HFXWLYH�'LUHFWRUV��
provided that the revised targets/
performance measures are no less 
challenging bearing in mind the 
revised circumstances.

Any use of the above discretion 
would be explained in the Annual 
Report on Remuneration for 
WKH�UHOHYDQW�\HDU�DQG�PD\��DV�
DSSURSULDWH��EH�WKH�VXEMHFW�RI�
consultation with the Company’s 
major shareholders.

$�Ʉ)8785(�32/Ζ&<�7$%/(

The following table summarises the key elements of the Group’s remuneration policy for Directors.

EXECUTIVE DIRECTORS

FIXED PAY

Element BASE SALARY

Purpose and link to strategy� ɅȏɄ7R�DWWUDFW��UHWDLQ�DQG�PRWLYDWH�KLJK�FDOLEUH�LQGLYLGXDOV� 
� ɅȏɄ7R�SURYLGH�FRPSHWLWLYH�QRQ�YDULDEOH�UHPXQHUDWLRQ�UHODWLYH�WR�WKH�H[WHUQDO�PDUNHW� 
� ɅȏɄ7R�UHFRJQLVH�DQG�UHZDUG�SHUIRUPDQFH��VNLOOV�DQG�H[SHULHQFH�

Operation� �1RUPDOO\�UHYLHZHG�LQ�-DQXDU\�HDFK�\HDU�KDYLQJ�UHJDUG�WR�PDUNHW�SUDFWLFH��WR�*URXS�DQG�
LQGLYLGXDO�SHUIRUPDQFH��DQG�WR�VFRSH�RI�UHVSRQVLELOLW\��

Maximum opportunity  There is no maximum salary or maximum salary increase. Salaries are determined with 
regard to competitive market practice and also to Group and individual performance and 
scope of responsibility. Salary increases will typically be in line with increases for other Group 
employees but the Committee has discretion to increase above this level to take account of 
LQGLYLGXDO�FLUFXPVWDQFHV�VXFK�DV�LQFUHDVH�LQ�VFRSH�DQG�UHVSRQVLELOLW\��LQGLYLGXDO�GHYHORSPHQW�
DQG�SHUIRUPDQFH�LQ�UROH��DQG�DOLJQPHQW�WR�PDUNHW�OHYHO�

Performance measures� 1RQH��DOWKRXJK�RYHUDOO�LQGLYLGXDO�SHUIRUPDQFH�LV�FRQVLGHUHG�ZKHQ�GHFLGLQJ�VDODU\�OHYHOV�

Element PENSION

Purpose and link to strategy� �7R�KHOS�UHFUXLW�DQG�UHWDLQ�KLJK�FDOLEUH�([HFXWLYH�'LUHFWRUV�UHȵHFWLQJ�WKH�LQGLYLGXDOȇV�VNLOOV�DQG�
experience.

Operation Contributions to pension funds.

Maximum opportunity Employer contribution of maximum of 16% of base salary.

Performance measures None.
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Element BENEFITS

Purpose and link to strategy� �7R�SURYLGH�D�FRPSHWLWLYH�DQG�FRVW�HHFWLYH�EHQHȴWV�SDFNDJH�DSSURSULDWH�WR�WKH�UROH�DQG�
location of Executive Directors.

Operation� �%HQHȴWV�FRPSULVH�WKH�SURYLVLRQ�RI�D�FRPSDQ\�FDU�DOORZDQFH��SULYDWH�IXHO��SULYDWH�PHGLFDO�
LQVXUDQFH�IRU�WKH�([HFXWLYH�'LUHFWRU�DQG�LPPHGLDWH�IDPLO\��OLIH�DVVXUDQFH�DQG�SHUPDQHQW�
health insurance. Executive Directors are also provided with the technology required to 
HQDEOH�WKHP�WR�FDUU\�RXW�WKHLU�GXWLHV�HHFWLYHO\�DQG�HɝFLHQWO\�

� �7KH�EHQHȴWV�SDFNDJH�PD\�EH�DGMXVWHG�E\�WKH�&RPPLWWHH�IURP�WLPH�WR�WLPH�WR�UHȵHFW�DQ�
individual’s particular circumstances and to align to market level. 

� �ΖQ�DGGLWLRQ�WR�WKH�DERYH��RWKHU�EHQHȴWV�VXFK�DV�UHORFDWLRQ�DOORZDQFHV�PD\�EH�RHUHG�LI�
considered appropriate and reasonable by the Committee.

Maximum Opportunity Full cost of provision.

Performance measures None.

VARIABLE PAY 

Element ANNUAL PERFORMANCE-RELATED BONUS SCHEME

Purpose and link to strategy� �7R�UHZDUG�H[FHOOHQW�ȴQDQFLDO�SHUIRUPDQFH�DQG�DFKLHYHPHQW�RI�VWUDWHJLF��ȴQDQFLDO�DQG�
operational objectives linked to investor expectations at the beginning of the year.

Operation  Measures and targets are reviewed and set annually by the Committee at the beginning of 
WKH�ȴQDQFLDO�\HDU�DQG�WKH�OHYHOV�RI�DZDUG�DUH�GHWHUPLQHG�E\�WKH�&RPPLWWHH�DIWHU�WKH�\HDU��
HQG�EDVHG�RQ�WKH�SHUIRUPDQFH�DJDLQVW�WDUJHWV��%RQXV�DZDUGV�DUH�SDLG�LQ�FDVK��DUH�QRQ�
pensionable and are subject to a claw-back in relation to fraud or gross misrepresentation.

Maximum opportunity  Up to 100% of base salary but limited to 75% of base salary for each of the Joint Chief 
Executives in view of their participation in the Founder Long-Term Incentive Plan.

Performance measures� �$�FRPELQDWLRQ�RI�ȴQDQFLDO�DQG�QRQ�ȴQDQFLDO�WDUJHWV��VXFK�DV�RFFXSDQF\�DQG�FRVW�HɝFLHQF\�
WDUJHWV��FRUSRUDWH�WDUJHWV�DQG�D�GLVFUHWLRQDU\�HOHPHQW�WR�UHZDUG�RYHUDOO�SHUIRUPDQFH��7KH�
H[DFW�PHDVXUHV��ZHLJKWLQJV�DQG�WDUJHWV�DUH�GHWHUPLQHG�E\�WKH�&RPPLWWHH�HDFK�\HDU�WDNLQJ�
into account the Group’s key strategic priorities and the budget for the year. Measures and 
targets for 2014 are summarised in the Annual Report on Remuneration section of this 
report.

 

Element PERFORMANCE SHARE PLAN

Purpose and link to strategy  To incentivise and reward outstanding performance and ensure alignment with shareholders’ 
interests.

Operation  Awards of conditional shares granted on an annual basis. Awards normally vest no earlier 
WKDQ�WKUHH�\HDUV�IURP�JUDQW��VXEMHFW�WR�FRQWLQXHG�HPSOR\PHQW�DQG�SHUIRUPDQFH�FRQGLWLRQV�

Maximum opportunity  Annual awards subject to a maximum value at grant of 150% of base salary but limited to 
75% of base salary for each of the Joint Chief Executives in view of their participation in the 
Founder Long-Term Incentive Plan.

Performance measures  Targets are set by the Committee in accordance with the strategic objectives of the Group 
at the time the awards are granted and measured over a three year performance period. 
)XUWKHU�GHWDLO�RI�WKH�VSHFLȴF�PHDVXUHV�WKDW�ZLOO�DSSO\�IRU�WKH�\HDU�HQGLQJ����'HFHPEHU�
2014 is set out in the Annual Report on Remuneration section of this report. Measures for 
subsequent years will be summarised in the Annual Report on Remuneration for the relevant 
year.
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Element FOUNDER LONG-TERM INCENTIVE PLAN (“FOUNDER LTIP”)

Purpose and link to strategy  Legacy arrangement forming part of the Founder Directors’ arrangements established at 
IPO (November 2005) to incentivise the existing Joint Chief Executives and to recognise and 
reward the delivery of exceptional returns to shareholders. This arrangement will not be 
RHUHG�WR�DQ\�RWKHU�'LUHFWRUV�

Operation  Contractual rights operating over three year performance periods to award shares where the 
NAV per share growth exceeds the Target NAV per share. The current performance period is 
2013- 2015.

Maximum opportunity� �)RU�HDFK�-RLQW�&KLHI�([HFXWLYH��DQ�DZDUG�RI�VKDUHV�ZLWK�D�YDOXH�HTXDO�WR�������RI�WKH�1$9�SHU�
share growth in excess of a Target NAV per share multiplied by the number of shares in issue 
at the end of the performance period.

Performance measures� �ΖQ�WKH�UHOHYDQW�WKUHH�\HDU�SHUIRUPDQFH�SHULRG��WKH�1$9�SHU�VKDUH�PXVW�KDYH�FRPSRXQG�
growth in excess of 10% per annum. The NAV per share growth and the Target NAV are 
measured after including dividends and other returns to shareholders. The performance 
measure was chosen to reward the Founder Directors if the Group’s return to shareholders is 
VLJQLȴFDQW�LQ�DEVROXWH�WHUPV�

 

Element SHAREHOLDING REQUIREMENT

Purpose and link to strategy  To demonstrate the commitment of the Executive Directors to the Company and to ensure 
alignment of their personal interests with those of the Company and the shareholders.

Operation  The Executive Directors are required to build and then maintain a shareholding in the 
Company.

Maximum Opportunity� �:LWKLQ�WKUHH�\HDUV�RI�WKHLU�DSSRLQWPHQW��([HFXWLYH�'LUHFWRUV�DUH�UHTXLUHG�WR�EXLOG�DQG�WKHQ�
maintain a shareholding in the Company equal to their pre-tax base salary.

Performance measures None.

NON-EXECUTIVE DIRECTORS

Element FEES

Purpose and link to strategy To attract and retain high- calibre individuals.

Operation  Fees are reviewed periodically. Non-Executive Directors do not participate in the annual 
ERQXV�RU�ORQJ�WHUP�LQFHQWLYH�VFKHPHV�DQG�UHFHLYH�QR�RWKHU�EHQHȴWV�

 Fees are paid in cash.

Maximum opportunity� �7KHUH�LV�QR�LQGLYLGXDO�PD[LPXP�IHH�RU�PD[LPXP�IHH�LQFUHDVH��)HHV�DUH�VHW�DW�D�OHYHO�WR�UHȵHFW�
time commitment and responsibilities of the relevant role and by reference to surveys of fees 
paid to Non-Executive Directors of companies with comparable market capitalisation. 

  The Chairman is paid an all-inclusive fee for all Board responsibilities determined by the 
Board on the recommendation of the Committee.

  Non-Executive Directors are paid a basic fee plus additional fees for chairing Board 
Committees or as Senior Independent Director. These are determined by the Board on the 
recommendation of the Committee.

� �2YHUDOO�IHHV�PXVW�UHPDLQ�ZLWKLQ�WKH�OLPLW�LQ�WKH�$UWLFOHV�RI�$VVRFLDWLRQ�RI�e��������LQ�
aggregate.

� �$FWXDO�IHHV�DUH�GLVFORVHG�LQ�WKH�$QQXDO�5HSRUW�RQ�5HPXQHUDWLRQ�IRU�WKH�UHOHYDQW�ȴQDQFLDO�\HDU�
�VHH�SDJH�����IRU�WKRVH�HHFWLYH�IURP���-DQXDU\�������

Performance measures None.
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Element of Remuneration Policy

Base Salary  Starting base salary will be set in accordance with the roles and responsibilities of the 
LQGLYLGXDO�WRJHWKHU�ZLWK�KLV�KHU�UHOHYDQW�VNLOOV�DQG�H[SHULHQFH��WDNLQJ�LQWR�DFFRXQW�WKH�
PDUNHW�UDWHV�IRU�FRPSDQLHV�RI�FRPSDUDEOH�VL]H�DQG�FRPSOH[LW\��WKH�H[LVWLQJ�UHPXQHUDWLRQ�
arrangements for other Executive Directors and the business circumstances.

� �:KHUH�LW�LV�DSSURSULDWH�WR�RHU�D�ORZHU�VDODU\�LQLWLDOO\��WR�UHȵHFW�WKH�LQGLYLGXDOȇV�H[SHULHQFH�
DW�WKH�GDWH�RI�DSSRLQWPHQW��WKH�&RPPLWWHH�PD\�DZDUG�D�VHULHV�RI�LQFUHDVHV�RYHU�WLPH��
SRWHQWLDOO\�DERYH�LQȵDWLRQ��WR�DFKLHYH�WKH�GHVLUHG�VDODU\�SRVLWLRQ�VXEMHFW�WR�SHUIRUPDQFH�DQG�
market conditions.

Pension� �$�GHȴQHG�FRQWULEXWLRQ�ZLOO�EH�SURYLGHG�DW�WKH�VDPH�OHYHO�DV�SURYLGHG�WR�H[LVWLQJ�([HFXWLYH�
Directors.

%HQHȴWV� �%HQHȴWV�ZLOO�EH�SURYLGHG�WR�D�QHZ�DSSRLQWHH�RQ�WKH�VDPH�EDVLV�DV�WKRVH�SURYLGHG�WR�H[LVWLQJ�
Executive Directors.

� �:KHUH�QHFHVVDU\��WKH�&RPPLWWHH�PD\�DSSURYH�WKH�SD\PHQW�RI�UHDVRQDEOH�UHORFDWLRQ�
H[SHQVHV�WR�IDFLOLWDWH�UHFUXLWPHQW��DQG�ȵH[LELOLW\�LV�UHWDLQHG�IRU�WKH�&RPSDQ\�WR�SD\�
reasonable legal fees and other costs incurred by the individual in relation to his/her 
appointment.

Annual Bonus  The annual bonus would operate and be assessed on an ongoing basis in the same manner 
DV�RXWOLQHG�LQ�WKH�5HPXQHUDWLRQ�3ROLF\�IRU�WKH�FXUUHQW�([HFXWLYH�'LUHFWRUV��DV�GHVFULEHG�DERYH�
DQG�LQ�WKH�$QQXDO�5HSRUW�RQ�5HPXQHUDWLRQ��+RZHYHU��GHSHQGLQJ�RQ�WKH�WLPLQJ�DQG�QDWXUH�
RI�DSSRLQWPHQW�LW�PD\�EH�QHFHVVDU\�WR�VHW�WDLORUHG�SHUIRUPDQFH�FULWHULD�IRU�WKH�ȴUVW�ERQXV�
award.

  Depending on the timing of the appointment of a new Executive Director it may be 
LQDSSURSULDWH�WR�SURYLGH�D�ERQXV�IRU�WKH�LQLWLDO�\HDU�LI�WKHUH�LV�LQVXɝFLHQW�WLPH�WR�DVVHVV�
performance for that period. In such circumstances the amount relating to the months 
employed in the initial year may be transferred to the subsequent year so that the reward is 
provided on a fair and appropriate basis.

� �7KH�PD[LPXP�OHYHO�RI�ERQXV�SRWHQWLDO�ZLOO�EH������RI�EDVH�VDODU\��+RZHYHU��LQ�WKH�\HDU�RI�
DSSRLQWPHQW��LW�ZRXOG�EH�SUR�UDWHG�WR�UHȵHFW�WKH�HPSOR\PHQW�SHULRG�GXULQJ�WKH�ERQXV�\HDU�

Performance Share Plan  A new appointee will be eligible to receive an award under the PSP as set out in the 
Remuneration Policy for the existing Executive Directors.

� �7KH�&RPPLWWHH�PD\�DSSO\�GLHUHQW�SHUIRUPDQFH�PHDVXUHV��SHUIRUPDQFH�SHULRGV�DQG�RU�
YHVWLQJ�SHULRGV�IRU�LQLWLDO�DZDUGV�PDGH�IROORZLQJ�DSSRLQWPHQW��VXEMHFW�WR�WKH�UXOHV�RI�WKH�363��
if it determines that the circumstances and timing of the recruitment merit such alteration. 
The rationale behind any such decision will be clearly explained in the annual report and 
ȴQDQFLDO�VWDWHPHQWV�RI�WKH�UHOHYDQW�\HDU�XQGHU�UHSRUW��6XEVHTXHQW�DZDUGV�ZRXOG�EH�
measured against the same performance metrics as existing Executive Directors.

� �ΖQ�UHVSHFW�RI�DQ�LQWHUQDO�SURPRWLRQ�WR�WKH�SRVLWLRQ�RI�([HFXWLYH�'LUHFWRU��H[LVWLQJ�DZDUGV�
would continue over their original vesting period and remain subject to their original terms.

  The ongoing maximum annual award value will be 150% of base salary.

If it becomes necessary for the 
Company to hire a new Executive 
'LUHFWRU��ZKHWKHU�UHFUXLWHG�H[WHUQDOO\�

or promoted from within the 
&RPSDQ\��WKH�&RPPLWWHH�ZLOO�VHHN�WR�
align his/her remuneration package 

in accordance with the policy outlined 
below:

%�Ʉ5(&58Ζ70(17�$1'�352027Ζ21�32/Ζ&<
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Buy-out awards� �ΖQ�RUGHU�WR�IDFLOLWDWH�DQ�H[WHUQDO�UHFUXLWPHQW��WKH�&RPPLWWHH�PD\�RHU�DGGLWLRQDO�FDVK�DQG�RU�
share-based elements to replace deferred or incentive pay forfeited by an Executive Director 
leaving a previous employer. When determining the amount and structure of any buy-out 
DZDUGV��WKH�&RPPLWWHH�ZLOO�WDNH�LQWR�DFFRXQW�WKH�IROORZLQJ�

� ɅȏɄ�WKH�IRUP�RI�UHPXQHUDWLRQ�H�J��FDVK�RU�VKDUHV�

� ɅȏɄ�WKH�WLPLQJ�RI�H[SHFWHG�SD\PHQW�YHVWLQJ�

� ɅȏɄ�H[SHFWHG�YDOXH�WDNLQJ�LQWR�DFFRXQW�WKH�OLNHOLKRRG�RI�DFKLHYLQJ�WKH�H[LVWLQJ�SHUIRUPDQFH�
criteria.

  The Committee’s intention is generally to make any replacement awards on a comparable 
EDVLV�WR�WKH�IRUIHLWHG�DZDUGV�DQG�UHSODFHPHQW�VKDUH�DZDUGV�LI�XVHG��ZLOO��WR�WKH�H[WHQW�
SRVVLEOH��EH�JUDQWHG�XVLQJ�WKH�&RPSDQ\ȇV�H[LVWLQJ�VKDUH�VFKHPHV��ΖI�QHFHVVDU\��KRZHYHU��
awards may be granted outside these schemes and as permitted under the Listing Rules.

Executive Directors  Notice period by 
� (HFWLYH�GDWH�RI�FRQWUDFW� HLWKHU�&RPSDQ\�RU�'LUHFWRU

Ian Watson (Joint Chief Executive) 22 November 2005 not less than 12 months

Morgan Jones (Joint chief Executive) 22 November 2005 not less than 12 months

Richard Lowes (Finance Director) 18 October 2010 not less than 12 months

New Non-Executive Directors will 
be appointed by way of letters 
of appointment. Non-Executive 
'LUHFWRUVȇ�EDVH�IHHV��LQFOXGLQJ�WKRVH�
RI�WKH�&KDLUPDQ��ZLOO�EH�VHW�DW�D�
FRPSHWLWLYH�PDUNHW�OHYHO�UHȵHFWLQJ�
H[SHULHQFH��UHVSRQVLELOLW\�DQG�WLPH�
commitment. Fees will be reviewed 
annually. Additional fees will be 
payable in line with those paid to 
existing Non-Executive Directors 

for the Chairmanship of the Audit 
DQG�5HPXQHUDWLRQ�&RPPLWWHHV��IRU�
individual membership of the Audit 
and Remuneration Committees and 
for the additional responsibilities of 
the Senior Independent Director. 

The Committee will always seek to 
ensure that arrangements in respect 
of appointments to Executive Director 
and Non-Executive Director positions 

are in the best interests of both 
the Company and its shareholders 
and that the pay is no more than is 
appropriate.

&�Ʉ6(59Ζ&(�&2175$&76

It is the Company’s policy that 
Executive Directors should have 
rolling contracts providing for a 
maximum of twelve months’ notice. 

The Joint Chief Executives’ service 
agreements are each terminable 
by either party giving not less than 
twelve months’ notice.

If the Company gives notice to the 
relevant Executive (except where 
WHUPLQDWLRQ�LV�IRU�FDXVH���WKH�
Company must make a payment in 
lieu of notice of the Executive’s base 
salary plus an amount equal to the 
cost to the Company of providing 
DOO�RWKHU�FRQWUDFWXDO�EHQHȴWV�RYHU�
the immediately preceding twelve 

month period (including any 
contractual bonus payment made in 
WKDW�SHULRG��RWKHU�WKDQ�DQ\�SD\PHQW�
XQGHU�WKH�)RXQGHU�/7Ζ3���QHW�RI�WD[��
The Company reserves the right to 
require the Executive to take any 
outstanding holiday during any notice 
period or to make payment in lieu 
thereof.

The Company also has the right to 
terminate each of the Joint Chief 
Executive’s service agreements 
summarily without notice or payment 

in lieu of notice for material breach 
by the Executive of the relevant 
DJUHHPHQW��WKDW�LV�ȊIRU�FDXVHȋ��H�J��
gross misconduct).

8QGHU�WKH�)RXQGHU�/7Ζ3��LI�HLWKHU�RI�
the Joint Chief Executives is a good 
leaver (including termination by the 
Company in breach of contract or 
XQIDLU�GLVPLVVDO���DZDUGV�DUH�VWLOO�
subject to performance but the 
performance period is shortened to 
the date of cessation of employment. 
Awards are forfeited where cessation 



113

ANNUAL REPORT AND ACCOUNTS 2013

Non-Executive Directors  Notice period by 
� (HFWLYH�GDWH�RI�HQJDJHPHQW� HLWKHU�&RPSDQ\�RU�'LUHFWRU

James Hambro 15 November 2005 Not less than 3 months

Stephen Gee 15 November 2005 Not less than 3 months

Richard Mully 1 May 2006 Not less than 3 months

Richard Cotton 18 October 2010 Not less than 3 months

Humphrey Price 18 October 2010 Not less than 3 months

RI�HPSOR\PHQW�LV�IRU�DQRWKHU�UHDVRQ��
such as termination for cause.

Richard Lowes’ service agreement is 
terminable by either party giving not 
less than twelve months’ notice. Once 
QRWLFH�KDV�EHHQ�JLYHQ�E\�HLWKHU�SDUW\��
WKH�&RPSDQ\�PD\��LQ�LWV�DEVROXWH�
GLVFUHWLRQ��WHUPLQDWH�KLV�HPSOR\PHQW�
at any time during the applicable 
notice period by making a payment in 
lieu of the remaining period of notice 
consisting of his base salary and the 
cost to the Company of providing all 
RWKHU�FRQWUDFWXDO�EHQHȴWV�XQGHU�KLV�
service agreement for the remaining 

SHULRG�RI�QRWLFH��QHW�RI�WD[��EXW�
excluding any other entitlements or 
EHQHȴWV�UHIHUDEOH�WR�KLV�HPSOR\PHQW��
including annual bonus). The 
Company reserves the right to 
require him to take any outstanding 
holiday during any notice period or to 
make payment in lieu thereof.

The Company may terminate Richard 
Lowes’ employment by giving less 
than twelve months’ notice and may 
require that he mitigates his losses by 
seeking alternative employment. The 
Company shall assess his mitigation 
prospects in determining the amount 

of any payment in lieu of notice. 

The Company also has the right to 
terminate Richard Lowes’ service 
agreement summarily without notice 
or payment in lieu of notice for cause.

The Non-Executive Directors each 
KDYH�VSHFLȴF�WHUPV�RI�HQJDJHPHQW�
and do not have service contracts 
with the Company. They do not 
participate in the annual bonus 
scheme or long-term incentive 
schemes and they do not receive any 
RWKHU�EHQHȴWV�

In accordance with the UK Corporate 
*RYHUQDQFH�&RGH��DOO�WKH�'LUHFWRUV��
ERWK�([HFXWLYH�DQG�1RQ�([HFXWLYH��
ZLWK�WKH�H[FHSWLRQ�RI�6WHSKHQ�*HH��
ZLOO�UHWLUH�DQG�RHU�WKHPVHOYHV�
for re-election at the forthcoming 
Annual General Meeting. The 
Company announced in November 
2013 that Stephen Gee intends to 
retire from the Board before the 
2014 Annual General Meeting. The 
UHFUXLWPHQW�SURFHVV�WR�ȴQG�6WHSKHQȇV�
replacement and one additional Non-
Executive Director to join the Board 
has already begun. 

Service contracts are available 
for inspection at the Company’s 
UHJLVWHUHG�RɝFH�

D. LOSS OF OFFICE

Existing Directors
Details of the terms applicable 
IRU�ORVV�RI�RɝFH�LQ�UHODWLRQ�WR�WKH�
existing Executive Directors’ service 
agreements are set out above.

New Executive Directors
Notice Periods for new Executive 
Directors will be limited to twelve 
months.
Once notice has been given by either 
SDUW\��WKH�&RPSDQ\�ZLOO�UHVHUYH�
the right to terminate the Executive 
Director’s employment at any time 
during the applicable notice period 
by making a payment in lieu of 
the remaining period of notice. 
&RQVLVWHQW�ZLWK�EHVW�SUDFWLFH��DQ\�

payment in lieu of notice will consist 
solely of the Executive Director’s base 
salary and the cost to the Company 
of providing all other contractual 
EHQHȴWV�XQGHU�KLV�KHU�VHUYLFH�
agreement for the remaining period 
RI�QRWLFH��QHW�RI�WD[��EXW�ZLOO�H[FOXGH�
annual bonus and other entitlements 
RU�EHQHȴWV�UHIHUDEOH�WR�KLV�KHU�
employment.

The Company will also reserve the 
right to give less than twelve months’ 
notice and require the Executive 
Director to mitigate his/her losses by 
VHHNLQJ�DOWHUQDWLYH�HPSOR\PHQW��DQG�
will assess the Executive Director’s 
mitigation prospects in determining 
the amount of any payment in lieu of 
notice.
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Performance Share Plan
The PSP rules incorporating leaver 
provisions were approved by 
shareholders at the Annual General 
Meeting in 2012:

ɅȏɄ�)RU�JRRG�OHDYHUV��H�J��RQ�GHDWK�RU�
IRU�LOO�KHDOWK��GLVDELOLW\��UHWLUHPHQW�
or redundancy) prior to the end 
of the relevant performance 
SHULRG��DZDUGV�ZLOO�YHVW�RYHU�WKH�
number of shares reasonably 
determined by the Committee 
taking account of factors that the 
Committee reasonably considers 
UHOHYDQW��LQFOXGLQJ��EXW�QRW�
OLPLWHG�WR��WKH�SURSRUWLRQ�RI�WKH�
performance period which has 
elapsed and the extent to which 
any performance conditions 
have been or would have been 
VDWLVȴHG�LI�SUR�UDWHG�WR�WKH�GDWH�
of cessation of employment).

ɅȏɄ�)RU�JRRG�OHDYHUV�DIWHU�WKH�HQG�
of the performance period 
but before the vesting date of 
an award (or a proportion of 
WKH�DZDUG���DZDUGV�ZLOO�YHVW�
over the number of shares 
reasonably determined by the 
&RPPLWWHH��EXW�WKH�RQO\�IDFWRU�
the Committee must take into 
account in that determination 
is the proportion of the vesting 
period which has elapsed.

ɅȏɄ�$ZDUGV�DUH�JHQHUDOO\�IRUIHLWHG�
where departure is for another 
UHDVRQ��VXFK�DV�UHVLJQDWLRQ�RU�
WHUPLQDWLRQ�IRU�FDXVH��DOWKRXJK�
the Committee has discretion to 
permit vesting up to a level not 
exceeding the good leaver level 
as determined above.

ɅȏɄ�9HVWLQJ�RFFXUV�RQ�WKH�GDWH�RI�
the Committee’s determination 
on early vesting (as described 
DERYH���DQG�H[HUFLVH�RI�RSWLRQV�
(if appropriate) is permitted 
from that date for a period 
determined by the Committee 
but not exceeding twelve months 
from the date of cessation of 
employment.

Non-Executive Directors
Non-Executive Directors will not 
receive compensation for loss 
RI�RɝFH�H[FHSW�LQ�WKH�IROORZLQJ�
circumstances:

ɅȏɄ�:KHQ�DQ�RHU�IRU�WKH�HQWLUH�
issued share capital of the 
Company becomes wholly 
unconditional (unless requested 
WR�FRQWLQXH�LQ�RɝFH�E\�WKH�
%RDUG���H[FHSW�ZKHUH�DQ�RHU�
is wholly unconditional from 
the outset in which case the 
appointment will terminate at the 
HQG�RI�WKH�RHU�SHULRG�DQG�WKH�

Non-Executive Director will be 
entitled to a payment of a quarter 
of the annual fee;

ɅȏɄ�ΖI�WKH�1RQ�([HFXWLYH�'LUHFWRU�
resigns voluntarily but solely 
because of having a reasonable 
REMHFWLRQ�WR��RU�UHDVRQDEOH�
GLVDJUHHPHQW�ZLWK��D�%RDUG�
decision on a material matter of 
policy or a material commercial 
PDWWHU�DHFWLQJ�WKH�&RPSDQ\�
RU�WKH�*URXS��ΖQ�WKLV�FDVH��WKH�
Non-Executive Director will be 
entitled to a severance payment 
equivalent to a quarter of the 
DQQXDO�IHH�RU��LI�OHVV��WKH�WRWDO�
amount of fees that would 
have been paid had the Non-
Executive Director continued 
LQ�RɝFH�XQWLO�WKH�GDWH�RI�H[SLU\�
of the Non-Executive Director’s 
DSSRLQWPHQW��ZKHWKHU�RI�WKH�
initial appointment or any 
extension thereof.

(�ɄΖ//8675$7Ζ21�2)�$33/Ζ&$7Ζ21�
2)�5(081(5$7Ζ21�32/Ζ&<

The following charts show an 
illustration of the application of the 
remuneration policy for the Executive 
'LUHFWRUV�LQ�WKH�ȴUVW�\HDU�WR�ZKLFK�WKH�
policy applies. 
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The following assumptions have been 
made in preparing the charts:

ɅȏɄ�%DVH�VDODU\�LV�EDVHG�RQ�WKH������
DQQXDO�VDODU\�ZLWK�SHQVLRQ��
performance-related bonus and 
awards under the PSP based on 

the percentages laid out in the 
Future Policy Table. No account 
has been taken of the Founder 
LTIP because no such awards will 
vest in 2014.

ɅȏɄ�%HQHȴWV�KDYH�EHHQ�DVVXPHG�DW�
2013 levels.

ɅȏɄ�7DUJHW�SHUIRUPDQFH�LV�EDVHG�RQ�
the Group achieving the middle 
of the range of performance 
measures relevant to annual and 
long-term bonus.
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���Ʉ$118$/�5(3257�21�5(081(5$7Ζ21

 2013 2014 
 6DODU\�IHHV Salary/fees 
 £’000 £’000

Executive Directors  

Ian Watson 395 415

Morgan Jones 395 415

Richard Lowes 250 263

  

Non-Executive Directors  

James Hambro 92 92

Stephen Gee* 49 45

Richard Mully 51 51

Richard Cotton 50 50

Humphrey Price** 46 50

Total 1,328� �����

Ʌ�)HHV�DVVXPHG�SD\DEOH�WR�6WHSKHQ�*HH�LQ������DUH�IRU�WZHOYH�PRQWKV�DOWKRXJK�WKH�DFWXDO�DPRXQW�ZLOO�EH�ORZHU�DQG�GHSHQG�RQ�
the actual date he retires from the Board in line with the previously announced intention to do so before the 2014 Annual General 
0HHWLQJ��7KH�DQQXDOLVHG�IHHV�SD\DEOH�WR�6WHSKHQ�*HH�LQ������DUH�ORZHU�WKDQ�IRU������UHȵHFWLQJ�WKH�IDFW�WKDW�KH�VWHSSHG�GRZQ�DV�
Chairman of the Audit Committee in November 2013.

��)HHV�DVVXPHG�SD\DEOH�WR�+XPSKUH\�3ULFH�LQ������ZLOO�EH�KLJKHU�WKDQ�LQ������UHȵHFWLQJ�KLV�DSSRLQWPHQW�DV�&KDLUPDQ�RI�WKH�$XGLW�
Committee in November 2013.

Introduction
This Annual Report on Remuneration 
provides details on how the Group’s 
remuneration policy was applied in 
the year ended 31 December 2013 
and will be subject to an advisory 
vote by shareholders at the Annual 
General Meeting. 

$�ɄΖ03/(0(17$7Ζ21�2)�32/Ζ&<�
FOR 2014

The key elements of the 2014 
remuneration package for the 
Executive Directors are:

ɅȏɄ�)L[HG�SD\�EHQHȴWV�Ȃ�EDVH�DQQXDO�
VDODU\�DQG�EHQHȴWV��SHQVLRQ�
contributions and health 
insurance cover as stated in 
the Future Policy table in the 
Remuneration Policy Report 
section of this report.

ɅȏɄ�9DULDEOH�DQQXDO�SD\�Ȃ�FDVK�
payments under the annual 
performance-related bonus 
scheme.

ɅȏɄ�9DULDEOH�ORQJ�WHUP�SD\�Ȃ�VKDUH�
based long-term incentives under 
the PSP and the Founder LTIP 

with performance criteria as 
stated in the Future Policy table.

)L[HG�SD\�EHQHȴWV
The Committee approved increases 
of 5% to base annual salary for 
Executive Directors and 0% for Non-
([HFXWLYH�'LUHFWRUV�ZLWK�HHFW�IURP���
January 2014. 
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Target Performance Measure % of Potential Award

Financial Targets  
(up to 35% of award)

ȏɄ�1RUPDOLVHG�ΖQFRPH�3URȴW�(36�WR�EH�DW�RU�DERYH����S�
to achieve full award (15%).

ȏɄ�1RUPDOLVHG�7RWDO�3URȴW�(36�IURP����S�WR����S��SUR�
rata) to achieve full award (20%).

Up to 15% of award. 

Up to 20% of award.

2FFXSDQF\�&RVW�(ɝFLHQF\�7DUJHWV� 
(up to 25% of award)

ȏɄ�7KH�RFFXSDQF\�WDUJHW�UDQJH�LV�D�QHW�LPSURYHPHQW�
RI��������VTXDUH�PHWUHV�WR���������VTXDUH�PHWUHV�
(pro-rata).

ȏɄ�7KH�FRVW�HɝFLHQF\�WDUJHW�UDQJH�LV�D�QHW�
improvement in administrative expenses/rent ratio 
of 16% to 17% (pro-rata).

Up to 12.5% of award. 
 

Up to 12.5% of award.

Corporate Target  
(up to 20% of award)

ȏɄ�7KHVH�UHODWH�WR�VHFXULQJ�D�UHGXFWLRQ�LQ�WKLUG�SDUW\�
OHWWLQJ�IHHV��LPSOHPHQWLQJ�WKH�UHȴQDQFLQJ�RI�WKH�
existing bank loans secured on the German property 
SRUWIROLR��FRPSOHWLQJ�D�VLJQLȴFDQW�WUDQVDFWLRQ�DQG�
setting and executing corporate strategy with 
the objective to grow recurring earnings over the 
medium term.

Up to 20% of award.

Discretionary Element  
(up to 20% of award)

ȏɄ%DVHG�RQ�RYHUDOO�SHUIRUPDQFH� Up to 20% of award.

TSR/NAV Growth Ranking Vesting

Below Median Nil
Median 25%
Between Median and Upper quartile  On a straight line basis between 25% and 100% in proportion to the 

Company’s ranking between Median and Upper Quartile.

Variable annual pay
The Board has set new targets for 
the Executive Directors for the 

annual bonus in line with the Group’s 
VWUDWHJLF��ȴQDQFLDO�DQG�RSHUDWLRQDO�
objectives. The maximum payout will 

be limited to 75% of base salary. The 
bonus criteria include four elements:

Performance Share Plan
)RU�������HDFK�([HFXWLYH�'LUHFWRU�ZLOO�
be awarded share options under the 
PSP with a value at grant of 75% of 
his base salary. The award will vest 
based on two separate performance 
conditions: 50% will vest by reference 
to the Group’s TSR ranking and 50% 
by reference to the Group’s EPRA 
1HW�$VVHW�9DOXH�UDQNLQJ��LQ�HDFK�FDVH�

relative to a comparator group over 
the performance period.
The comparator group is determined 
by the Committee and comprises 
a peer group of companies in the 
property sector. When granting 
DZDUGV��WKH�&RPPLWWHH�UHVHUYHV�WKH�
right to vary the constituents of the 
comparator group or take such other 
actions as it considers reasonable 

in the event that any member of 
the comparator group ceases to 
H[LVW��RU�LWV�VKDUHV�FHDVH�WR�EH�OLVWHG�
LQ�WKH�2ɝFLDO�/LVW�RI�WKH�/RQGRQ�
Stock Exchange or other recognised 
VWRFN�H[FKDQJH��RU�LW�LV�VR�FKDQJHG�
DV�WR�PDNH�LW��LQ�WKH�RSLQLRQ�RI�WKH�
&RPPLWWHH��XQVXLWDEOH�DV�D�PHPEHU�
of the comparator group. The 
percentage of the award that vests is 
subject to the following schedule:
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AUDITED INFORMATION

%�Ʉ6Ζ1*/(�)Ζ*85(�7$%/(

  Taxable Performance- Share  2013 
� 6DODU\�)HHV� EHQHȴWV� UHODWHG�ERQXV� VFKHPHV� 3HQVLRQ� Total 
 £’000 £’000 £’000 £’000 £’000 £’000

Executive Directors      

Morgan Jones 395 49 289 263 63 1,059

Ian Watson 395 51 289 263 63 1,061

Richard Lowes 250 34 182 171 40 677

      

Non-Executive Directors      

James Hambro 92 - - - - 92

Stephen Gee 49 - - - - 49

Richard Mully 51 - - - - 51

Richard Cotton 50 - - - - 50

Humphrey Price 46 - - - - 46

Total 1,328 134 760 697 166 3,085

Founder Long-Term Incentive 
Plan 
The Founder LTIP performance 
period is from 1 January 2013 to 31 
December 2015. No shares will vest 
in 2014. 

The Committee reviewed the liability 
of the Group to payments which 
would fall due under the Founder 
LTIP for the three-year period which 
ended on 31 December 2012 and the 
liability was determined to be £nil 
(2012: £nil). 
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  Taxable Performance- Share  2012 
� 6DODU\�)HHV� EHQHȴWV� UHODWHG�ERQXV� VFKHPHV� 3HQVLRQ� 7RWDO 
 £’000 £’000 £’000 £’000 £’000 £’000

Executive Directors      

Ian Watson 375 47 311 - 60 793

Morgan Jones 375 43 311 - 60 789

Richard Lowes 244 30 152 - 39 465

      

Non-Executive Directors      

James Hambro 83 - - - - 83

Stephen Gee 47 - - - - 47

Richard Mully 40 - - - - 40

Richard Cotton 46 - - - - 46

Humphrey Price 40 - - - - 40

7RWDO� ������ ���� ���� �� ���� �����

Salary and fees
Salaries and fees comprise base 
salary for Executive Directors and 
fees for Non-Executive Directors. 
The fees of Stephen Gee were paid 
to Wallace Clifton Limited during the 
FXUUHQW�DQG�SUHFHGLQJ�ȴQDQFLDO�\HDU��

7D[DEOH�EHQHȴWV
%HQHȴWV�LQ�NLQG�FRPSULVH�WKH�
monetary or deemed monetary 
YDOXH�RI�WKH�FDU�DOORZDQFH��SULYDWH�
fuel and private medical insurance 
for the Executive Director and 
LPPHGLDWH�IDPLO\��DQG�OLIH�DVVXUDQFH�
and permanent health insurance 
provided by the Group. 

Performance-related bonus
$V�SUHYLRXVO\�UHSRUWHG��WKH�PD[LPXP�
potential bonus for the year ended 
31 December 2013 for the Joint 
Chief Executives was reduced to 75% 
of base salary from 100% for the 
year ended 31 December 2012. The 
maximum potential bonus for the 
Finance Director in 2013 was 75% of 
base salary (2012: 75%).
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The 2013 bonus awards were measured against the following targets:

 Target Performance Measure Actual achieved                                           % Award granted

Financial Targets  
(up to 25% of award)

ȏɄ�1RUPDOLVHG�ΖQFRPH�3URȴW�
EPS to be at or above 5.0p. 

ȏɄ�1RUPDOLVHG�7RWDO�3URȴW�
EPS from 5.0p to 5.7p (pro-
rata) to achieve full award.

ȏɄ�1RUPDOLVHG�ΖQFRPH�3URȴW�(36����S�

 
ȏɄ�1RUPDOLVHG�7RWDO�3URȴW�(36����S�

10% awarded.

 
15% awarded.

2FFXSDQF\�&RVW�(ɝFLHQF\�
Targets  
(up to 25% of award)

ȏɄ�7KH�WDUJHW�UDQJH�ZDV�D�QHW�
LPSURYHPHQW�RI��������
VTXDUH�PHWUHV�WR���������
square metres (pro-rata).

ȏɄ�ΖPSURYHPHQW�LQ�
administrative expenses 
/ rent ratio to 19% - 20% 
(pro-rata).

ȏɄ�ΖPSURYHPHQW�RI���������VTXDUH�
metres (pro-rata). 
 

ȏɄ�$GPLQLVWUDWLYH�H[SHQVHV���UHQW�UDWLR�
of 19%.

12.5% awarded.

12.5% awarded.

Corporate Target  
(up to 25% of award)

ȏɄ�7KHVH�UHODWHG�WR�
securing a reduction in 
WKLUG�SDUW\�OHWWLQJ�IHHV��
LPSOHPHQWLQJ�D�VLJQLȴFDQW�
UHȴQDQFLQJ�DQG�HQKDQFLQJ�
management reporting 
DQG�ȴQDQFLDO�DQDO\VLV

ȏɄ�5HGXFWLRQ�LQ�WKLUG�SDUW\�OHWWLQJ�IHHV�
from 5.3% of rents from new lettings 
and renewals to 4.0%.

ȏɄ�ΖVVXH�RI�Ȝ����PLOOLRQ�&RQYHUWLEOH�
Bond. 

ȏɄ�(QKDQFLQJ�PDQDJHPHQW�UHSRUWLQJ�
DQG�ȴQDQFLDO�DQDO\VLV�DFKLHYHG�

22.5% awarded.

Discretionary Element  
(up to 25% of award)

ȏɄ�%DVHG�RQ�RYHUDOO�
performance

ȏɄ�%DVHG�RQ�RYHUDOO�SHUIRUPDQFH� 25% awarded.

ΖQ�WRWDO��WKH�&RPPLWWHH�DZDUGHG�
bonuses to each Executive Director 
of 97.5% of his maximum potential 
bonus.

Share schemes - Performance 
Share Plan
The value included under share 
schemes is the value of the shares 
that met performance conditions 
under the PSP during the year in 
respect of awards made in July 
2012. The awards have not vested 
at 31 December 2013 and vest from 

2014 to 2016 subject to continued 
employment of the Executive 
Directors. The amount included in 
the Single Figure Table has been 
estimated based on the growth 
ranking calculated as at 28 February 
������%DVHG�RQ�WKLV�JURZWK�UDQNLQJ��LW�
is estimated that the Group achieved 
100% of the TSR ranking and 25% of 
the NAV growth ranking.

Pensions
'XULQJ�������WKH�*URXS�PDGH�
contributions to the self-administered 

pension funds of the three Executive 
Directors. The value included in the 
Single Figure Table represents the 
cash contributions paid or payable to 
those funds.

Other payments
No payments were made to past 
Directors and no payments were 
PDGH�IRU�ORVV�RI�RɝFH�GXULQJ�WKH�
year.
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Interests awarded in the year under the PSP were as follows:

  Face value at Threshold 
 Basis of award date of grant performance Length of vesting period

ΖDQ�:DWVRQ� ����RI�EDVH�VDODU\� e�������� ���� 0DUFK������WR�0DUFK�����

0RUJDQ�-RQHV� ����RI�EDVH�VDODU\� e�������� ���� 0DUFK������WR�0DUFK�����

5LFKDUG�/RZHV� ����RI�EDVH�VDODU\� e�������� ���� 0DUFK������WR�0DUFK�����

Prior awards under the PSP are summarised below:

  Number of ordinary Earliest 
 Award date shares awarded exercise date Expiry date

ΖDQ�:DWVRQ� ��-XO\������ �������� ���-XQH������ ��-XO\�����

ΖDQ�:DWVRQ� ��-XO\������ �������� ���-XQH������ ��-XO\�����

ΖDQ�:DWVRQ� ���0DUFK������ �������� ���0DUFK������ ���0DUFK�����

0RUJDQ�-RQHV� ��-XO\������ �������� ���-XQH������ ��-XO\�����

0RUJDQ�-RQHV� ��-XO\������ �������� ���-XQH������ ��-XO\�����

0RUJDQ�-RQHV� ���0DUFK������ �������� ���0DUFK������ ���0DUFK�����

5LFKDUG�/RZHV� ��-XO\������ �������� ���-XQH������ ��-XO\�����

5LFKDUG�/RZHV� ��-XO\������ �������� ���-XQH������ ��-XO\�����

5LFKDUG�/RZHV� ���0DUFK������ �������� ���0DUFK������ ���0DUFK�����

Performance Share Plan
Awards under the PSP were made 
to the Executive Directors on 28 

March 2013. In view of the Joint 
Chief Executives’ participation in 
WKH�)RXQGHU�/7Ζ3��WKHLU�PD[LPXP�

potential award was capped at 75% 
of base salary. 

&�Ʉ6+$5(�6&+(0(�Ζ17(5(676

The value of each award was 
calculated with reference to the 
average mid market price of an 
ordinary share of the Company 
RYHU�ȴYH�FRQVHFXWLYH�GHDOLQJ�GD\V�
immediately preceding the award 
GDWH��EHLQJ�������SHQFH����-XO\�������
72.34 pence). 

Founder Long-Term Incentive 
Plan
As part of the founder arrangements 
HVWDEOLVKHG�DW�Ζ32�LQ�������WKH�-RLQW�

Chief Executives are entitled to a 
share award dependent on Company 
performance (the “Founder LTIP”). 
Any amount payable under the 
)RXQGHU�/7Ζ3�LV�WR�EH�VDWLVȴHG�LQ�IXOO�
by the award of ordinary shares of 
the Company. The number of share 
awarded under the Founder LTIP will 
depend on the Company’s net asset 
value growth per share (including 
dividends and other returns to 
shareholders) exceeding a compound 

growth rate of 10% per annum (the 
Ȋ7DUJHW�1$9ȋ��RYHU�D�GHȴQHG�WKUHH�
year period. For the purposes of this 
VFKHPH��QHW�DVVHW�YDOXH�LV�WDNHQ�WR�EH�
the diluted net asset value adjusted 
in accordance with the guidelines 
issued by the European Public 
Real Estate Organisation (“EPRA 
NAV”). The Committee believes that 
EPRA NAV is the most appropriate 
methodology for calculating NAV 
but it has the discretion to use such 
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During the year Richard Lowes exercised all of his options as follows:

 31 December 31 December Exercise Date from which 
 2012 2013 price (p) exercisable Expiry date Exercise Date

5LFKDUG�/RZHV� �������� 1Ζ/� ����� ����������� ����������� ����������

5LFKDUG�/RZHV� �������� 1Ζ/� ����� ����������� ����������� ����������

Directors’ share interests

 Shares Options
 With Without With Without Vested Exercised 
 performance performance performance performance but during the 
 measures measures measures measures unexercised year

ΖDQ�:DWVRQ� 1Ζ/� ���������� 1Ζ/� 1Ζ/� 1Ζ/� 1Ζ/

0RUJDQ�-RQHV� 1Ζ/� ���������� 1Ζ/� 1Ζ/� 1Ζ/� 1Ζ/

5LFKDUG�/RZHV� 1Ζ/� �������� 1Ζ/� 1Ζ/� 1Ζ/� �������

other NAV basis as the Committee 
shall determine as appropriate if 
EPRA NAV is no longer reasonably 
regarded as the appropriate market 
benchmark for the Company. 
To the extent that EPRA NAV per 
ordinary share (including dividends 
and other returns to shareholders) 
H[FHHGV�WKH�7DUJHW�1$9�SHU�VKDUH��
12.5% of such excess multiplied 
by the number of ordinary shares 
in issue will be payable to each of 
the Joint Chief Executives as an 
award. This award scheme repeats 

automatically to reward performance 
over consecutive three-year periods. 
The current three-year period 
commenced on 1 January 2013 and 
will run to 31 December 2015. 

The price per share to be used when 
determining the number of shares 
which the Joint Chief Executives 
would be entitled to pursuant to the 
Founder LTIP will be the average mid-
market quotation for such shares 
RQ�WKH�0DLQ�0DUNHW�IRU�WKH�ȴUVW����
dealing days immediately following 

the end of the relevant three-year 
period. 

2005 Share Option Scheme
At the absolute discretion of the 
%RDUG��WKH�([HFXWLYH�'LUHFWRUV�
(excluding the Joint Chief Executives) 
may be invited to participate in the 
2005 Share Option Scheme. Following 
WKH�LQWURGXFWLRQ�RI�WKH�363�LQ�������
it is not intended to issue any further 
options to Executive Directors under 
the 2005 Share Option Scheme.

The options were all exercised on 25 
November 2013 at a share price of 
107.5p. The market price of shares 
at 31 December 2013 was 108.20p. 
The highest and lowest market prices 
during the year were 108.50p and 
�����S��UHVSHFWLYHO\�

'�Ʉ'Ζ5(&7256ȇ�6+$5(+2/'Ζ1*6�
AND SHARE INTERESTS

Shareholding guidelines
The Company introduced a policy 
requiring Executive Directors to 
maintain a minimum holding of 
shares in the Company at the 2013 
Annual General Meeting. Within three 
\HDUV�RI�WKHLU�DSSRLQWPHQW��([HFXWLYH�

'LUHFWRUV�DUH�H[SHFWHG�WR�EXLOG��DQG�
WKHQ�PDLQWDLQ��D�KROGLQJ�RI�VKDUHV�
in the Company equal to one year’s 
base salary. 

The current shareholdings of all 
Executive Directors currently exceed 
these requirements by a substantial 
margin.
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NON-AUDITED INFORMATION
 
(�Ʉ�3(5)250$1&(�*5$3+�$1'�

TABLE

The following graphs compare the 
Company’s total shareholder return 
(TSR) to a composite of two FTSE Real 
Estate indices. TSR measures share 
SULFH�JURZWK��ZLWK�GLYLGHQGV�GHHPHG�
to be reinvested on the ex-dividend 

GDWH��3ULRU�WR���2FWREHU�������WKH�
index used for comparison is the 
FTSE All-Share Real Estate Investment 
	�6HUYLFHV�ΖQGH[��ZKLFK�XS�XQWLO�WKDW�
point the Company would have been 
a constituent member of). From 6 
2FWREHU�������WKH�LQGH[�XVHG�IRU�
comparison is the FTSE All-Share 
5HDO�(VWDWH�ΖQYHVWPHQW�7UXVWV�ΖQGH[��
WR�UHȵHFW�WKH�&RPSDQ\ȇV�FRQYHUVLRQ�

LQWR�D�5(Ζ7�ZLWK�HHFW�IURP�WKDW�
date. These indices have been 
chosen by the Committee as they 
are considered the most appropriate 
benchmarks against which to assess 
the relative performance of the 
Company for this purpose. The 
graphs are based on underlying 
data provided by Thomson Reuters 
Datastream. 
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   Annual Long-term incentive 
   bonus payout vesting rates 
<HDU� -RLQW�&KLHI�([HFXWLYH� 6LQJOH�ȴJXUH�eȇ���� DJDLQVW�PD[LPXP�RSSRUWXQLW\��� DJDLQVW�PD[LPXP�RSSRUWXQLW\��

2013 Ian Watson 947 97.5 63.5

 Morgan Jones 945 97.5 63.5

2012 Ian Watson 793 82.9 0.0

 Morgan Jones 789 82.9 0.0

2011 Ian Watson 671 95.0 0.0

 Morgan Jones 667 95.0 0.0

2010 Ian Watson 604 87.7 0.0

 Morgan Jones 600 87.7 0.0

2009 Ian Watson 499 89.8 0.0

 Morgan Jones 497 89.8 0.0

� 6DODU\�IHHV� 7D[DEOH�EHQHȴWV� 3HUIRUPDQFH�5HODWHG�ERQXV 
% change 2012 to 2013 % % %

Joint Chief Executives 5.3% 11.1% (7.1)%

All employees employed over two-year period 4.8% 33.2% 26.5%

7KLV�WDEOH�VKRZV�WKH�VLQJOH�ȴJXUH�
remuneration and percentage of 
bonus and incentive vesting for the 

-RLQW�&KLHI�([HFXWLYHV�IRU�WKH�ODVW�ȴYH�
years.

)�Ʉ��&+$1*(�Ζ1�5(081(5$7Ζ21

This table shows the percentage 
change in remuneration of the Joint 
&KLHI�([HFXWLYHV�IRU�WKH�ODVW�ȴQDQFLDO�

year compared to all employees 
that were employed during both 
WKH�ȴQDQFLDO�\HDU�DQG�WKH�SUHFHGLQJ�
ȴQDQFLDO�\HDU�
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*�Ʉ�5(/$7Ζ9(�Ζ03257$1&(�2)�
63(1'�21�3$<

 

This chart below shows the relative 
importance of spend on pay 
FRPSDUHG�WR�WKH�*URXSȇV�NH\�ȴQDQFLDO�

measures and dividends paid to 
shareholders in the year.

1RUPDOLVHG�ΖQFRPH�3URȴW�KDV�
been chosen as a metric for this 
comparison as the Directors believe 
that it represents underlying 
earnings of the Group and is a key 
performance indicator.

+�Ʉ�7+(�&200Ζ77((�$1'�Ζ76�
ADVISERS

'XULQJ�WKH�\HDU��WKH�&RPPLWWHH�
was made up of Richard Cotton (as 
&KDLUPDQ��DQG�5LFKDUG�0XOO\��ERWK�RI�
whom are considered independent 
E\�WKH�%RDUG��DQG�-DPHV�+DPEUR��
&KDLUPDQ�RI�WKH�%RDUG��ZKR�ZDV�
considered to be independent on 
his appointment as Chairman. The 
Committee meets regularly and 
no less than twice a year and no 
member of the Committee has any 

SHUVRQDO�ȴQDQFLDO�LQWHUHVW��RWKHU�
WKDQ�DV�D�VKDUHKROGHU��LQ�WKH�PDWWHUV�
decided. Committee members have 
no day-to-day involvement in the 
running of the Company. Details of 
attendance at meetings can be found 
in the Corporate Governance Report.

The performance of the Committee 
was assessed during the year as part 
of the externally facilitated evaluation 
of the Board and its Committees and 
ZDV�IRXQG�WR�EH�RSHUDWLQJ�HHFWLYHO\��
The full terms of reference of the 
5HPXQHUDWLRQ�&RPPLWWHH��XSGDWHG�
following a review undertaken in 
2FWREHU�������DUH�DYDLODEOH�RQ�WKH�
Company’s website at www.hansteen.
co.uk.

The Committee seeks external advice 
to assist it where appropriate. The 
Committee consulted New Bridge 

6WUHHW��Ȋ1%6ȋ���ZKLFK�LV�SDUW�RI�$21�
SOF��GXULQJ�WKH�\HDU�DQG�DSSURYHG�
IHHV�WR�WKHP�RI�e������H[FOXGLQJ�
9$7��IRU�LQGHSHQGHQW�UHPXQHUDWLRQ�
advice. NBS provided no other service 
to the Company during the year 
DQG�WKH�&RPPLWWHH�LV�VDWLVȴHG�WKDW�
the advice provided by NBS is both 
independent and objective. NBS 
is a member of the Remuneration 
Consultants Group and abides by 
its Code of Conduct which requires 
it to provide objective and impartial 
advice. The Committee seeks 
internal support from the Executive 
Directors and the Company Secretary 
ZKHUH�QHFHVVDU\��DQG�WKH\�PD\�
all attend Committee meetings by 
LQYLWDWLRQ��EXW�DUH�QRW�SUHVHQW�IRU�
any discussions that relate directly to 
their own remuneration.
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      Votes withheld 
Resolution text Votes for % For Votes against % against Total votes cast  (abstentions)

Approval of  
5HPXQHUDWLRQ�5HSRUW� ������������ ������ �������� ����� ������������ ���������

Ζ�Ʉ�927Ζ1*�$7�7+(�$118$/�
GENERAL MEETING

At the Annual General Meeting held 
RQ����-XQH�������YRWHV�FDVW�E\�SUR[\�
and at the meeting in respect of the 

Directors’ remuneration were as 
follows:
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Financial Calendar

23 April 2014 Ex-Dividend Date

25 April 2014 Record Date

20 May 2014 Posting Dividend

21 May 2014 Dividend Payable

 9 June 2014 Annual General Meeting
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