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Directors’ report

Principal activities and future developments

The Company is a property investment company The directors foresee no matenal change in the nature of the Company's
activites

Financial review and dividends

The results for the financial year are set out in the statement of comprehensive income on page 4 The directors do not
recommend payment of a dividend (2012 £mul)

Political contributions
There were no pohtical contnbutions in the financial year (2012 £nl)

Directors

The directors who held office during the financial year were as follows
J D Burns

N Q George

S P Silver

D G Silverman

P M Willams

D M A Wismewsk

None of the above directors has an interest in the ordinary share capital of the Company other than as a trustee for the parent
company

The interests of the directors in the share capital of Derwent London ple, the Company's parent company, are disclosed in the
accounts of that Company

Disclosure of information to the auditor
The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each aware, there 1s
no relevant audit information of which the Company's auditor 1s unaware, and each director has taken all the steps that he ought

to have taken as a director to make himself aware of any relevant audit information and to establish that the Company's auditor 1s
aware of that information

Business review exemption

In preparing this Directors’ report advantage has been taken of the small companies’ exemption

Auditor
BDO LLP served as auditor of the Company during the year
PncewaterhouseCoopers LLP was appointed as auditor to Derwent London plc, the Company'’s ulimate parent company, at its

annual general meeting on 16 May 2014 and it is intended that PncewaterhouseCoopers LLP will also be appointed as auditor to
the Company dunng 2014




Statement of directors’ responsibilities in respect of the directors’ report and the financial statements

The directors are responsible for prepanng the directors’ report and the financial statements in accordance with applicable law
and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors have
elected to prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, including Financtal Reporting Standard 101 “Reduced Disclosure Framework”, and apphicable
taw) Under company law the directors must not approve the financial statements unless they are satisfied that they give a true
and fair view of the state of affairs of the company and of the profit or toss of the company for that penod

In prepanng these financial statements, the directors are required to

select surtable accounting policies and then apply them consistently,

make judgements and accounting estimates that are reasonable and prudent,

state whether applicable UK Accounting Standards, including Financial Reporting Standard 101 “Reduced Disclosure

Framework”, have been folfowed, subject to any matenal departures disclosed and explamned n the financial statements, and
e prepare the financial statements on the going concern basis untess it 1s inappropnate te presume that the company will

continue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company's
transactions and disclose with reascnable accuracy at any time the financial position of the company and enable them to ensure
that the financial statements comply with the Companies Act 2006 They are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention and detection of fraud and other wregulanties

By order of the board

ite
Secretary
25 Savile Row
London
W1S 2ER

26 June 2014




Independent auditor’s report to the members of Caledonian Property Estates Limited

We have audited the financial statements of Caledonian Property Estates Limited for the year ended 31 December 2013 which
compnise the statement of comprehensive income, the balance sheet, statement of changes in equity and the refated notes The
financial reporting framework that has been apphed in therr preparation I1s applcable law and United Kingdom Accounting
Standards (Umted Kingdom Generally Accepted Accounting Practice}, including Financial Reporting Standard 101 *Reduced
Disclosure Framework ”

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

Respechive responsibilities of directors and audifors

As explained more fully in the statement of directors’ responsibilities, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair view  Our responsibility 1s to audit and express an
opinion on the financial statements in accordance with applicable law and International Standards on Auditing (UK and Ireland)
Those standards require us to comply with the Financial Reporting Council’s {FRC’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

A descnption of the scope of an audt of financial statements 1s provided on the FRC's website at
www frc org uk/auditscopeukpnvate

Opinion on financial statements
In our opinion the financial statements

* gwe a true and farr view of the state of the company’s affairs as at 31 December 2013 and of its profit for the year then
ended,

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

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

Opinion on other matters prescribed by the Comparnies Act 2006

'n our opinion the informatien given in the directors’ report for the financial year for which the financial statements are prepared 1s
consistent with the financial statements

Matters on which we are required to report by exception

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

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

the financial statements are not in agreement with the accounting records and returns, or

certain disclosures of directors’ remuneration specified by law are not made, or

we have not received all the infformation and explanations we require for our audit

the directors were not entitled to prepare the directors’ report In accordance with the small companies regime and to the
exemption from the requirement te prepare a strategic report

26 June 2014

BDO LLP 1s a imited hability partnership registered in England and Wales (with registered number QC305127)




Caledonian Property Estates Limited

Statement of comprehensive iIncome
for the year ended 31 December 2013

Note 2013 2012
£ £
Gross property Income 3 26,480 26,585
Net property income 3 13,722 15,571
Revaluation surplus 302,353 36,000
Operating profit 316,075 51,571
Interest receivable and similar income 5 10 2
Interest payable and similar charges 6 {55,250} (54,869)
Profit/(loss) and total comprehensive iIncome/(expense) for the year hefore
and after tax 7 260,835 (3,296)

All amounts relate to continuing activities

The notes on pages 7 (o 14 form part of these financial statements




Caledonian Property Estates Limited

Bafance sheet
at 31 December 2013

Fixed assets
Tangible assets

Current assets
Cash at bank and in hand
Debtors falling due within cne year

Current habihties
Creditors falling due within one year

Net current habilities

Net assets/(labibes)

Capital and reserves
Called up share capital
Retained earmings

Equity shareholders' funds/{defici)

Note

10

11
12

7412270
2013 2012 2011
£ £ £
1,297,000 991,000 955,000
1,297,000 991,000 955,000
36,031 24,330 9,844
857 1,356 1,097
36,888 25,686 10,941
(1,135,747) (1,079,380) (1,025,339)
(1,098,859) (1,053,694) (1,014,398)
198,141 (62,694) (59,398)
1,000 1,000 1,000
197,141 (63,694) (60,398}
198,141 (62,694) (59,398)

These financial statements were approved by the board of directors on 26 June 2014 and were signed on its behalf by

a1

D M A Wisniewski

The notes on pages 7 to 14 form part of these financial statements




Caledonian Property Estates Limited

Statement of changes in equity
for the year ended 31 December 2013

At 1 January 2013
Total comprehensive mcome for the year

At 31 December 2013

At1 January 2012
Total comprehensive expense for the year

At 31 December 2012

The notes on pages 7 to 14 form part of these financial statements

Share Retained Total
capital eamings/ equity
{losses)

£ £ £
1,000 (63,694) (62,694)

- 260,835 260,835
1,000 197,141 198,141
1,000 (60,398) (59,398)

- (3,296) (3,296)
1,000 (63,694) (62,604)




Caledonian Property Estates Limited

Notes to the financial statements
1 Basis of preparation

These financial statements have been prepared under the histoncal cost convention as modified by the revaluation of investment
properties and in accordance with the Companies Act 2006 (the Act) and United Kingdom Accounting Standards (UK GAAP)
Financial Reporting Standard 101 Reduced Disclosure Framework (FRS 101) has been adopted early by the Company and sets
out a reduced disclosure framework for a ‘qualifying entity’ as defined in the standard This addresses the financial reporting
requirements and disclosure exemptiens in the indvidua! financtal statements of qualfying entities that otherwise apply the
recogrition, measurement and disclosure requirements of EU-adopted IFRS

The Company's ultimate parent company, Derwent London plc, has provided the Company with an undertaking that it will provide
such financial support as the Company requires for Its continued operations for at least 12 months from the date of approval of
these financial statements

Based on this understanding, the directors believe that it remains appropriate to prepare the financial statements on a going
concem basis notwithstanding the net current habilities on the company's balance sheet The financial statements do not include
any adjustments that would result from the basis of preparation being inappropnate

The Company s a qualifying entity for the purposes of FRS 101 Note 14 gives details of the Company's ultimate parent company
and from where its consolidated financial statements prepared 1n accordance with IFRS may be obtained

These are the first financial statements of the Company prepared in accordance with FRS 101 The Company’s date of transition
io FRS 101 1s 1 January 2012 FRS 101 sets out amendments to EU-adopted IFRS that are necessary to achieve compliance
with the Act and related Regulations The disclosure exemptions adopted by the Company in accordance with FRS 101 are as
follows

the requirements of paragraphs 91 to 99 of IFRS 13 Farr Value Measurement,
the requirements of IFRS 7 Financial Instruments Disclosures,

the requirements of IAS 7 Statement of Cash Flows, and

the requirements in 1AS 24 Related Party Disclosures to disclose related party transactions entered into between two or
more members of a group

The Company has notfied its shareholders in wnting about, and they do nct object to, the use of the disclosure exemptions used
by the Company in these financial statements

Note 15 gives details of the impact of these amendments to the Company’s previously adopted accounting policies in accordance
with previous UK GAAP and a reconcihation of (1) shareholders’ equity determined in accordance with previous UK GAAP to
shareholders’ equity determined in accordance with FRS 101 as at 1 January 2012 and 31 December 2012, and (n) profit or loss
determined in accordance with previous UK GAAP to profit or loss determined in accordance with FRS 101 for the year ended 31
December 2012

The preparation of financial statements in accordance with FRS 101 requires the use of certain cntical accounting estmates and
Judgements It also requires management to exercise judgement in the process of applying the Company’s accounting policies The
Company's significant accounting policies are stated n note 2 Not all of these accounting policies require management to make
difficult, subjective or complex judgements or estmates Estimates and judgements are continually evaluated and are based on
histoncal expenence and other factors, including expectations of future events that are believed to be reasonable under the
crcumstances Although these estimates are based on management’s best knowledge of the amount, event or actions, actual
results may differ from those estmates The following 15 intended to provide an understanding of the policies that management
consider cntical because of the leve! of complexity, judgement or estmation inveived in therr application and ther impact on the
consolidated financial statements

Trade receivables

The Company 1s required to judge when there s sufficient objective evidence to require the imparment of individual trade
receivables It does this on the basis of the age of the relevant recevables, external evidence of the credit status of the debtor
entity and the nature of any disputed amounts

Property portfclio valuation

The Company uses the valuation carned out by its independent valuers as the fair value of its property portfolic The valuation 1s
based upon assumptions inchuding future rental income, anticipated maintenance costs, future development costs and the
appropnate discount rate The valuers also make reference to market evidence of transaction prices for similar propertes

Qutstanding rent reviews
Where the outceme of an outstanding rent review 1s reasonably certain, rent is accrued from the rent review date based upon an
estimated annual rent This estimate is denved from knowledge of market rents




2. Accounting policies

Gross property income
Gross property income anses from two main sources

(1) Rental ncome — This anses from operating leases granted to tenants An operating lease 1s a lease other than a finance lease
A finance lease i1s one whereby substantially all the nsks and rewards of ownership are passed to the lessee

Rental income s recognised in the statement of comprehensive income on a straight-ine basis over the term of the lease in
accordance with SIC 15 Operating Leases - Incentives and I1AS 17 Leases This includes the effect of lease incentives given to
tenants, which are normally in the form of rent free or half rent penods or capital contnbutions in lieu of rent free penods, and
the effect of contracted rent uplifts and payments received from tenants on the grant of leases

For income from property leased out under a finance lease, a lease recewable asset 1s recognised in the balance sheet at an
amount equal to the net investment in the lease, as defined n IAS 17 Leases Minmum lease payments receivable, again
defined in 1AS 17, are apportoned between finance income and the reduction of the outstanding lease receivable so as to
produce a constant penodic rate of retum on the remaining net investment in the lease Contingent rents, being the difference
between the rent currently receivable and the minimum lease payments when the net investment in the lease was onginally
calculated, are recognised in property income in the years in which they ara recevable

(1) Surrender premiums — Payments received from tenants to surrender therr lease obligations are recognised immediately in the
statement of comprehensive income

Expenses

() Lease payments — Where investment properties are held under operating leases, the leasehold interest is classified as If it were
held under a finance lease, which 1s recognised at its fair value on the balance sheet, within the investment property carrying
value Upon imihal recogmtion, a corresponding hability 1s included as a finance lease liabiity Mirimum lease payments are
apportioned between the finance charge and the reduction of the outstanding hiability so as to produce a constant periodic rate
of interest on the remaining finance lease liabiity Contingent rents payable, being the difference between the rent currently
payable and the mimimum lease payments when the lease labiity was onginally calculated, are charged as expenses within
property expenditure in the years in which they are payable

(1} Dilapidations — Dilapidations monies received from tenants n respect of therr lease obligations are recognised immediately in the
statement of comprehensive iIncome, unless they relate to future capital expenditure [n the latter case, where the costs are
considered to be recoverable they are capitalised as part of the carrying value of the property

{m) Reverse surrender premwums — Payments made to tenants to surrender their lease obhgations are charged directly to the
statement of comprehensive income unless the payment 1s to enable the prebable redevelopment of a property In the latter
case, where the costs are considered to be recoverable, they are capitalised as part of the carrying value of the property

{iv} Other property expenditure — Vacant property costs and other property costs are expensed in the year to which they relate, with
the exception of the tial direct costs incurred in negohating and arranging leases which are, in accordance with IAS 17
Leases, added to the carrying value of the relevant property and recogrused as an expense over the lease term on the same
basis as the lease Income

Investment property

(1) Valuation — Investment properties are those that are held either to eamn rental income or for capital appreciation or both,
including those that are undergoing redevelopment Investment properties are measured inibially at cost, including related
fransacton costs After imbal recognition, they are camed in the Company balance sheet at far value adjusted for the carrying
value of leasehold inferests and lease incentive and letting cost receivables Fair value 1s the pnce that would be received to sell
an investment property in an orderly transacton between market participants at the measurement date The valuation s
undertaken by independent valuers who hold recogmised and relevant professional qualificatons and have recent expenence in
the locations and categones of properties being valued

Surpluses or deficits resulting from changes in the farr value of investment property are reported In the statement of
comprehensive Income n the year in which they anse

{1} Capital expenditure — Capital expenditure, being costs directly attributable to the redevelopment or refurbhshment of an
investment property, up to the point of it being completed for its intended use, are capitalised n the camying value of that
property In addition, in accordance with IAS 23 Borrowing Costs, finance costs that are directly attnbutable to such expenditure
are capitahised using the Group average cost of borrowings dunng each quarter

{m) Disposal — Propertes are treated as disposed when the Company transfers the significant nsks and rewards of ownership to the
buyer Generally this would occur on completion of contract On disposal, any gan or loss 1s calculated as the difference between
the net disposal proceeds and the carrying value at the last year end plus subsequent capitalised expenditure dunng the year
Where the net disposal proceeds have yet to be finalised at the balance sheet date, the proceeds recognised reflect the Directors'
best estmate of the amounts expected to be receved Any contingent consideration is recogrised at fair value at the balance sheet




date The fair value Is calculated using future discounted cash flows based on expected outcomes with estmated probabilibes taking
account of the nsk and uncertainty of each input

{v) Development — When the Company begins to redevelop an existing investment property for continued use as an investment
property or acquires a property with the subsequent intention of developing as an investment property, the property 1s classified
as an investment property and 15 accounted for as such When the Company begins to redevelop an existing investment
property with a view to sale, the property I1s transferred to trading properties and held as a current asset The property 1s
remeasured to fair value as at the date of transfer with any gain or loss being taken to the statement of comprehensive income
The remeasured amount becomes the deemed cost at which the property 1s then camed in trading properties

Financial assets

{1 Cash and cash equivalents — Cash compnses cash in hand and on-demand deposits less overdraits Cash equivalents
compnse short-term, highly hiquid investments that are readily convertible to known amounts of cash and which are subject to
an insignificant nsk of changes in value

{n) Trade recevables — Trade receivables are recognised and camed at the onginal transaction value A provision for impairment 1s
established where there s objective evidence that the Company will not be able to collect all amounts due according to the
onginal terms of the receivables concemed

Financial habiltties
Trade payables — Trade payables are recognised and carmed at the onginal transaction value

Taxation
The charge for taxation is based on the profit for the period and takes into account taxation deferred because of timing
differences between the treatment of certain items for taxation and accounting purposes

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carmying amounts of assets and liabilibes
in the financial statements and the corresponding tax bases used in the tax computations, and s accounted for using the balance
sheet habiity method Deferred tax labthties are generally recognised for all taxable temporary differences and deferred tax assets
are recognised to the extent that it 1s probable that taxable profits will be available against which deductble temporary differences
can be utilised in respect of the deferred tax on the revaluation surplus, this i1s calculated on the basis of the chargeable gains that
would crystallise on the sale of the investment portfolio as at the reporting date The calculation takes account of avalable
indexation on the histonc cost of the properties and any available capital losses

Deferred tax 1s calculated at the tax rates that are expected to apply in the penod, based on Finance Acts substantally enacted at
the year end, when the hability 1s settled or the asset is realised Deferred tax 1s included in profit or loss for the penod, except when
it relates to items recognised in other comprehensive income or directly in equity

3 Property income

2013 2012
£ £

Gross rental iIncome 26,480 26,585
Gross property income 26,480 26,585
Property outgoings less amounts recovered from tenants (12,758) (11,014)
Net property income 13,722 15,571

4 Operating profit

Audit fees are paid by Derwent London ple

The Company does not have any employees (2012 nil) and there were no directors' emoluments (2012 £nil)




5. Interest receivable and simular income

2013 2012

£ £

Intercompany interest 10 2

6. Interest payable and similar charges

2013 2012
£ £
Intercompany interest 55,170 54,809
Other 80 60
55,250 54,869

7. Tax charge

There 1s no tax charge for the year (2012 £nil)
Factors affecting the tax for the year

The effective rate of tax for the year s lower (2012 higher) than the standard rate of corporation tax in the UK The differences
are explained below

2013 2012

£ £
Profit/(loss) before tax 260,835 (3,296}
Current tax at 23 25% (2012 24 5%) 60,644 (808}
Effects of
REIT exempt income 11,541 -
Group rehef surrendered not paid - 10,105
Transfer pncing adjustment {435) (477)
Revaluation surplus attnbutable to REIT properties (70,297) (8,820)
Difference in interast rate on intercompany loans for tax purposes {1,453} -

Tax charge for the year - -




8 Tangible assets

Freehold investment properties

Valuation

Fair value at 1 January 2013
Capital expenditure
Revaluation

At 31 December 2013

Historical cost of revalued assets

At 31 December 2013

At 31 December 2012

2013 2012
£ £
991,000 955,000
3,647 -
302,353 36,000
1,297,000 991,000
£
365,277
961,630

The property portfolto 1s subject to semi-annual external valuations and was revalued at 31 December 2013 by external valuers,
CBRE Limited, on the basis of farr value in accordance with the RICS Valuation — Professional Standards (2012), which takes

account of the properties’ highest and best use

9. Debtors

Faling due within cne year
Trade debtors
Prepayments and accrued income

10 Creditors

Faling due within one year
Amounts owed to group undertakings
Accruals and deferred income

2013 2012
£ £

- 648

857 708

857 1,356

2013 2012

£ £
1,133,210 1,077,362
2,537 2,018
1,135,747 1,079,380




11 Called up share capital

2013 2012
£ £

Allotted, called up and fully paid
1,000 ordinary shares of £1 each 1,000 1,000

12 Reserves

The following descnbes the nature and purpose of each reserve within shareholders’ equity

Reserve Description and purpose
Retained earnings  Cumulative net gains and losses recognised in the statement of comprehensive income

13. Leases
2013 2012
£ £
Operating lease receipts
Minimum lease receipts under non-cancellable operating leases to be received
not later than one year 4,749 -
later than one year and not later than five years 184 -
later than five years 92 -
5,025 -

14. Parent company
The Company’s immediate parent undertaking 1s Derwent Valley Limited, a company incorporated in England and Wales

The Company's ulimate parent company 1s Derwent London ple, a company incorporated in England and Wales, whose
registered office 1s at 25 Savile Row, London, W1S 2ER  Copies of the consolidated group accounts can be obtained from this
address

15. Explanation of transition to FRS 101 from previous UK GAAP
As stated in note 1, these are the Company's first financial statements prepared in accordance with FRS 101

The accounting policies set out in note 2 have been applied in prepanng the financial statements for the year ended 31 December
2013 and the comparative information presented in these financial statements for the year ended 31 December 2012

In preparing its FRS 101 balance sheet, the Company has adjusted amounts reported previously in financial statements prepared
in accordance with its previous basis of accounting An explanation of how the transition to FRS 101 has affected the Company's
financial position and financial performance 1s set out in the following tables and the notes that accompany the tables

Key changes

The main differences between FRS 101 and previcus UK GAAP are listed below The adjustment letlers refer to the
reconciliations on the following pages

* Revaluation surplus on investment properties 1s reported in the statement of comprehensive income Previgusly, this was
reported as a movement on the revaluation reserve These are explained in adjustments (a), (b) and (c)
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Reconcihation of equity

31 December 2012 1 January 2012
Effect of Effect of
Previous transition Previous transition
Adjustment UK GAAP toFRS 101 FRS 101 UK GAAP toFRS 101 FRS 101
£ £ £ £ £ £
Fixed assets
Tangible assets 991,000 - 991,000 955,000 - 955,000
Current assets
Cash at bank and in hand 24,330 - 24,330 9,844 - 9,844
Debtors falling due withun one year 1,356 - 1,356 1,097 - 1,097
25,686 - 25,686 10,941 - 10,941

Current habilities
Creditors faling due within one
year (1.079,380) - (1,079,380) (1,025,339) - (1,025,339)
Net current habihiies {1,053,694) - (1,053,694) (1,014,398) - {1,014,398)
Net llabiities {62,694) - {62,694) (59,398) - (59,398)
Capital and reserves
Called up share capital 1,000 - 1,000 1,000 - 1,000
Revaluation reserve (a) 29,370 (29,370) - (6,630) 6,630 -
Retained earnings (b) {93,064) 29,370 (63,694) {53,768) (6,630) (60,398)

Equity shareholders’ deficit {62,694) - (62,694) (59,398) - (59,398)
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Reconciliation of loss for comparative

Gross property income

Net property (expense)income
Revaluation surplus

Operating (loss)/profit

Interest recewvable and similar income

Interest payable and simular charges

Loss and total comprehensive expense for the year before and after tax

Adjustments

(a) Revaluation reserve

Revaluation reserve reported in statement of comprehensive income

(b) Retained earmnings
Revaluation reserve reported in statement of comprehensive income

(c} Revaluation surplus
Revaluation reserve reported in statement of comprehensive income

Adjustment

(c}

31 December 2012

Effect of
Previous transition
UK GAAP to FRS 101 FRS 101
£ £ £
26,585 - 26,585
15,571 - 15,571
- 36,000 36,000
15,571 36,000 51,571
2 - 2
(54,869) - (54,869)
(39,296) 36,000 (3,296)
31 December 1 January
2012 2012
£ £
(29,370) 6,630
29,370 {6,630)
36,000




