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Hansteen will focus on providing its investors 
with consistent, high and realised returns. This will 
be achieved through acquisitions of properties over 
time to create a high yielding property portfolio  
in Continental Europe, combined with other  
more opportunistic and management intensive 
acquisitions which, whilst lower yielding, should 
provide greater capital growth potential.
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Admission to AIM November 2005 - raised 
£123.6 million (net)
 
Pre-tax profit for the period of £22.1 million 
 
Maiden dividend of 3.0 pence per share
 
Property assets of £145.6 million as at  
31 December 2006*

 
Net Asset Value of 114 pence per share as at  
31 December 2006**

 
Property investments valuation uplift of  
£14.8 million
 

 
Secondary placing of £68.5 million (net) at  
a price of 131 pence per share*** announced  
28 February 2007
 
Additional acquisitions in Netherlands and Germany
 
Strong acquisitions pipeline

*  Includes current valuation of investment properties and trading properties
** Diluted EPRA Basis (see note 12 on page 21) 
*** Secondary Placing subject to shareholder approval at the EGM on 23 March 2007

Highlights
2006

Post period 
events
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James Hambro

Chairman’s 
statement

‘I am pleased to report the first set of results for 
Hansteen Holdings PLC since its incorporation on  
27 October 2005 and subsequent admission to the 
AIM market on 29 November 2005, when the 
Company raised £123.6 million (net).’

£22.1m
Pre-tax profit

Results for the period have exceeded the 
Board’s expectations with profits before tax 
achieved of £22.1 million and a Net Asset 
Value of 114 pence per share.

A dividend of 3 pence per share will be  
paid on 1 May 2007 to shareholders on the 
register at close of business on 30 March 
2007 excluding those shares issued pursuant 
to the placing to be approved at the 
Extraordinary General Meeting on  
23 March 2007. This dividend will be 
charged to the 2007 financial statements.  
It is the Board’s current intention to 
continue making similar dividend 
payments, subject to available reserves on  
an annual basis going forward.

The Hansteen Group was established by  
Ian Watson and Morgan Jones who were 
previously founders and directors of 
Ashtenne Holdings Plc. Our Non-
Executive Directors are Stephen Gee and 
Richard Mully.

The strategy for Hansteen is derived from 
the directors’ previous experience in the 
UK property market, where investment 
demand for industrial property has greatly 
increased over the past decade leading to 
lower yields, higher prices and a broad 
acceptance of the merits of the sector. The 
Board believed that this process was likely 
to be repeated in Continental Europe, and 
that there was a good opportunity to create 
an industrial property portfolio using the 
experience gained in the UK market.

Hansteen has to date acquired over £150 
million of properties at yields in excess of 
8% per annum. At 31 December the 
properties owned at that time were revalued 
to £145.6 million. They were purchased  
in 21 separate transactions at a cost of 
approximately £130 million. The portfolio 
at 31 December 2006 included investment 
properties of £139.6 million with a rent  
roll of approximately £10.6 million per 
annum. Trading properties were valued at 
£6 million although shown in the balance 
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‘We are delighted that, in its first year, Hansteen has 
acquired a substantial portfolio of well priced 
properties. The outlook for industrial and logistics 
property in Continental Europe is very good, with 
increased investor demand and the continuing 
recovery of the major economies. The Board believes 
that, as a result of our current acquisition strategy, 
Hansteen will be well placed to benefit from the 
increasing values that should ensue.’

sheet at cost of £5.15 million. Following 
the year end, the Company has made 
further acquisitions in the Netherlands and 
Germany and there is a strong pipeline of 
new opportunities. The Board’s strategy is 
to continue to build a substantial portfolio 
across Western Europe over the next  
18 months.

Since formation, the Hansteen team has 
grown to eight employees. In addition we 
have established a network of contacts 
throughout Europe providing agency, 
brokerage, management and financial 
support which has been an important 
achievement during the period.

In order to fund the continued growth of 
the portfolio, on 28 February the Board 
announced a conditional placing of a further 
53,435,115 shares at a price of 131 pence per 
share raising approximately £68.5 million 
of new cash net of expenses. The placing is 
conditional on the approval of shareholders 
at the Extraordinary General Meeting on  
23 March 2007.

Track record

10 transactions completed in  
the Netherlands

8 transactions completed in Germany

2 transactions completed in France

1 transaction completed in Scotland

Creation of a business team with 
strong broker and management links 
throughout Europe
 
Solid deal pipeline
 

The Board is very encouraged by the 
progress of Hansteen in its first year. Despite 
a competitive market, the Company has 
acquired an excellent high yielding portfolio 
of logistics and industrial properties. With 
the experience gained to date and the 
additional funds from the recent placing it is 
well placed to increase the size and value of 
the portfolio over the coming years. 

James Hambro
Chairman
16 March 2007
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Morgan Jones Ian Watson

In its AIM admission document, Hansteen stated  
that its business strategy was to provide investors  
with consistent high and realised returns. 

It was envisaged that this would be achieved 
through acquisition of properties over time 
to create a high yielding property portfolio 
in Continental Europe, combined with 
other more opportunistic and management 
intensive acquisitions which, while lower 
yielding, would provide greater capital growth 
potential. We believe that we have begun to 
achieve these objectives during 2006.

Business model
Over the year the key parts of Hansteen’s 
business model have been the following:

1) The positive yield gap in Continental 
Europe between the rental income yields  
on industrial property and Euro borrowing 
costs. This provides a positive cash flow 
surplus and in our view will lead to capital 
profits, as we believe yields will fall to 
nearer the cost of money as has happened  
in the UK.

2) Asset management activities which 
enhance the returns. In particular in certain 
locations we will be prepared to acquire 
vacant properties, which have been bought  
at discounted prices where we feel confident 
that our active marketing approach would  
lead to the properties becoming let and the 
values increasing.

3) Portfolio premium. A large portfolio of 
logistics and industrial properties should 
command a premium price compared to the 
single unit acquired on its own. This may 
be due to the risk spread in a portfolio and 
also the interest of investors who wish to 
invest substantial monies in Continental 
European property. Our strategy is to 
acquire the properties in smaller lot sizes  
to assemble a large portfolio which should 
achieve the premium valuation. 

4) Corporate outsourcing of industrial  
and logistics properties creating a new and 
larger market for the investor in Europe.  
For example, approximately one third of 
Hansteen’s acquisitions during 2006 were 
sale and leaseback investments, and many  
of the other properties purchased had only 
recently come out of owner occupier hands.

£145.6m
Property portfolio

Joint Chief 
Executives’ 
review 
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Property acquisitions

The Portfolio
At 31 December 2006 the Portfolio including investment and trading properties was 
valued at £145.6 million and comprised the following geographical spread.

Euros

 No. of properties Sqm Rent €m Valuation €m

Netherlands 21 210,147 8.4 106.0
Germany 8 66,905 4.5 57.2
France 3 61,492 1.6 21.6
Other assets 2 27,000 1.3 31.2

Total 34 365,544 15.8 216.0

Sterling

 No. of properties Sqm Rent £m Valuation £m

Netherlands 21 210,147 5.7 71.4
Germany 8 66,905 3.0 38.5
France 3 61,492 1.1 14.6
Other assets 2 27,000 0.9 21.1
 
Total 34 365,544 10.7 145.6

↑
KELLENSEWEG, TIEL, NETHERLANDS

↑
VENLO, NETHERLANDS
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↑
NETHERLANDS

Overall the year end valuation is showing 
yields of 7.3% on the portfolio in total and 
7.84% yields on the industrial and logistics 
core portfolio. The properties were 
purchased on average yields of around 8% 
per annum and therefore we have seen a 
valuation uplift of £14.8 million on the 
investment properties and approximately 
£0.8 million on the trading properties. This 
represents a valuation uplift of approximately 
12%, a substantial movement in value when 
taking account of the high acquisition costs 
in Europe, and the fact that many of the 
properties have only been owned for part  
of the year.

In the first months of 2007, the Company 
has added to the portfolio with the 
acquisition of a sale and leaseback property 
in Hardenberg, in the Netherlands, for 
approximately €4.2 million. The property  
is subject to a 15 year leaseback at an  
annual rent of €0.35 million per annum.  
In Germany, two logistics warehouse 
properties based in Rodgau and Mulheim 
have been acquired for a total cost  
of €7.5 million, currently producing an 
annual rent of €0.66 million per annum. 
Additionally, in Germany we have  
acquired 13 properties at Neckarsulm for 
approximately €16 million and a rent roll  

of €1.26 million per annum. At Houten in 
the Netherlands, we have acquired a prime 
logistics property at a value of approximately 
€17 million generating rental income  
of €1.15 million per annum.

In addition to these properties, Hansteen 
has an active pipeline of new acquisitions.  
In some cases these are at the legal due 
diligence stage and in others we are actively 
investigating the opportunities. We describe 
below the activities in each of our main 
geographical sectors. 

Netherlands
Hansteen has made the most rapid progress 
in assembling a portfolio in the Netherlands. 
This partly reflects the contacts and track 
record of the management in the 
Netherlands which has generated more 
opportunities. Highlights in the Netherlands 
during the period were as follows:

Two small portfolios provided the 
foundations for our portfolio. The first 
transaction, known as the Zwolle portfolio, 
comprised six properties across the 
Netherlands totalling 45,300 square metres 
for a gross cost of €25.5 million and a yield 
of 8%. The properties were acquired from  
a Dutch private investor. The second 

£71.4m
Properties in the Netherlands

Joint Chief 
Executives’ 
review 
continued 

In the Netherlands, Hansteen acquired  
8 distribution warehouses from DHL.
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portfolio comprised four distribution 
properties in the Netherlands, with a value 
of approximately €18 million. Tenants 
included Shell, TPG Post, Murata 
Electronics, and Briggs and Stratton.  
Again, the initial yield was around 8%.

Two properties were acquired in 
Amersfoort that presented asset management 
opportunities. The first was a 51,000 square 
metre logistics warehouse park, purchased 
from Warner Estate Holdings Plc. This 
building had 34% vacancy on acquisition. 
Over the year we have increased occupancy 
to over 95% by accommodating the 
expansion of existing tenants and through 
active marketing to new occupiers. As a 
result of the confidence gained in this 
transaction later in the year we acquired a 
further 7,384 square metre logistics 
warehouse in Neonweg in Amersfoort. This 
property was 40% vacant on acquisition and 
again through active marketing and 
negotiations is now fully occupied. As a 
result of this activity both properties saw 
uplifts in their valuation at December 2006.

In May 2006, we announced the acquisition  
of a portfolio of eight distribution warehouses 
from DHL, at a cost of approximately €21 
million. The 64,000 square metre portfolio 
was leased back to DHL for a rent of 
approximately €2.1 million per annum.  
The properties are on short leases as DHL  
is looking to reorganise its occupational 
requirements following its takeover by 
Deutsche Post.

The Dutch property market for logistics and 
industrial buildings has seen significant 
changes over the last 15 months. Firstly, the 

occupational market has materially 
improved. Our experience in Amersfoort is 
that, whereas three years ago there were 
many vacancies and ‘to-let’ boards visible, 
the situation today is very different with 
occupiers finding it hard to find appropriate 
warehousing. There has also been in our 
view, a significant yield compression in the 
Netherlands over this period. As values have 
increased this has benefited our portfolio 
but made it more difficult to acquire value. 
To date however we have succeeded in 
acquiring properties at capital costs below 
replacement cost which gives a competitive 
advantage to our stock.

Looking forward in the Netherlands, we see 
a short-term opportunity to acquire more 
prime logistics properties, which we believe 
show good value now relative to the pricing 
of more secondary properties. This was a 
phenomenon we noted in the UK market 
for a period before yields on those more 
prime properties compressed further. We 
are proposing to take advantage of the 
situation by targeting new and prime 
logistics properties. To facilitate this move 
we have entered into a venture with 
specialist partners, Ormix BV, who have 
considerable experience in the Dutch 
logistics market. Together with them we 
expect to build up a separate pool of prime 
assets which we believe will show 
significant value increase over the coming 
24 months.

Germany
At 31 December 2006, the portfolio in 
Germany comprised eight properties with a 
valuation of €57.2 million and a rent roll of 
€4.49 million per annum. These properties  

↑
HEINRICH HERTZ PARK, 
DREIEICH, GERMANY

The Rationale

Hansteen

 – Increased popularity of industrial 
property in the UK over several years 
has led to greater demand, lower yields 
and higher prices.

 – The directors believe that this process 
is likely to be repeated in continental 
Europe.

– As sector specialists, the directors are 
well placed to take advantage of this 
value improvement.
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are concentrated broadly in the south  
west of Germany, located in the Frankfurt 
and Stuttgart areas. These areas have  
strong economies and excellent business 
infrastructure. In 2007 we expect to  
expand our holdings throughout the rest  
of Germany. Each of the properties in 
Germany has been acquired on a property 
by property basis, the more significant  
ones being as follows:

1) At Heilbronn we acquired a 7,700 square 
metre modern logistics warehouse let to 
DPD German Parcels on a 10 year lease 
terminating in April 2016. The annual rent 
roll is €853,000 per annum and in our view 
this represents a prime logistics investment.

2) In July 2006 Hansteen acquired 
Heinrich Hertz Park. The building, which 
includes 7,000 square metres of offices and 
6,500 square metres of storage, is set on 
approximately two acres of land at a business 
park location some 20 kilometres south of 
Frankfurt. The property has approximately 
10 tenants and 14% vacancy. 

3) Other major assets include a 10,480 
square metre multi-let warehouse in 
Remseck near Stuttgart, a distribution and 
logistics warehouse let to three tenants at 
Leinfelden-Echterdingen also near Stuttgart 
and a sale and leaseback property 
comprising 13,718 square metres at 
Otigheim near Frankfurt.

Again, in the main we have managed to 
acquire properties at prices and rents below 
replacement cost.

Overall our feeling is that the German 
economy has shown positive signs of 
recovery over the last twelve months and 

the confidence of businesses and investors 
appears to be improving. In such a large 
property market there are still opportunities 
to acquire properties at good prices and we 
will endeavour to grow our portfolio 
significantly during 2007. 

France
In France we have so far acquired three 
buildings. The first is a bottling plant in 
Bordeaux and the other two are standard 
logistics buildings in the Saint-Priest region 
of Lyon. These properties were acquired at 
average rents per square metre of €26 and 
capital values considerably below 
replacement cost. 

France has proved a challenging country  
in which to acquire properties for our 
portfolio. Properties within the Ile de 
France region of Paris are already highly 
valued and in other parts of France the 
acquisition process can be slow. However, 
we continue to search for opportunities  
and hope to build up the portfolio more 
quickly in 2007. 

Other assets
In June 2006 Hansteen acquired 38 
apartment buildings from the municipality 
of Wiesbaden, Germany for approximately 
€20 million (£14.5 million). The buildings 
have a total of 392 mainly two and three 
bedroom apartments together with 17 
commercial units together producing rental 
income of approximately €1.4 million per 
annum. Wiesbaden is a prosperous city and 
the state capital of Hessen and in our view 
this investment represented a unique 
opportunity to acquire a residential 
portfolio at low capital values (averaging 
approximately €50,000 per apartment), from 

a local authority vendor. During 2006 three 
apartments have been sold, and following 
the year end, one of the larger apartment 
blocks and a further three flats have also 
been sold. In each case this has been 
achieved at approximate 10% profit.
Hansteen also acquired a 90 acre site in 
Gilston near Falkirk, Scotland for £5 
million from Warner Estate Holdings Plc. 
The site, which was a part of the Ashtenne 
portfolio prior to its acquisition by Warner, 
is close to Junction 4 of the M9 and has 
planning consent for a mixed use 
development scheme. Hansteen is in 
discussion with the planners to bring 
forward an exciting development here. 
The site has recently been adopted in the 
Structure Plan for that area of Scotland as  
a strategic development site which secures 
the planning status for the site and is a 
significant step forward in creating value 
from this project. 
 
Finance
At 31 December 2006 the Balance Sheet 
shows shareholders funds of £137.9 million. 
As shown in Note 23 to the accounts, there 
are currently 125,000,002 shares in issue 
and therefore the basic NAV in accordance 
with International Financial Reporting 
Standards amounts to 110 pence per share. 
The more widely used definition is the 
diluted EPRA NAV which takes into 
consideration the revaluation of trading 
properties, the dilution due through share 
options and the adding back of deferred tax 
on the revaluation of investment properties. 
On this basis the diluted EPRA NAV is  
114 pence per share. 

Joint Chief 
Executives’ 
review 
continued 

BORDEAUX, FRANCE
A 38,000 square metre warehouse in  
Bordeaux on a 12 year lease.

LYON, FRANCE

↓

↑
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At 31 December there were bank 
borrowings of €25 million, (£16.8 million). 
With retained cash the net gearing of the 
Group was only 1%.

The Group has significant borrowing 
capacity given its €230 million, five  
year revolving credit facility with the  
Bank of Scotland.

Our funding policy, where borrowing is 
used, is to utilise prudent interest rate 
hedging which may in the future include an 
element of short-term fixed interest rates. At 
31 December 2006 the average gross cost of 
borrowing for Hansteen was 4.35%, in 
addition €353,000 of financing costs were 
amortised in the period. The Group has an 
interest rate cap for €25 million covering the 
three year period to 26 November 2009, set 
at Euribor of 4%. This interest rate cap cost 
£84,000 and was revalued in the balance 
sheet at 31 December 2006 at £97,000.

The Group finances its activities primarily 
through a mixture of equity, retained 
earnings, borrowings and surplus cash 
arising directly from its operations. During 
2006 operations were largely transacted in 
Euros. In order to mitigate currency risk 
borrowings have also been arranged in Euro 
denomination, but for equity funded 
investments the Group will endeavour to 
substantially cover its risk through hedging 
instruments. On 25 July 2006 the Group 
took out a forward currency contract for the 
sale of €155 million into Sterling to take 
place on 27 July 2009. The contract was set 
at a Euro/Sterling rate of 0.70895 or 1.41 

‘The directors believe that there is now increasing 
investor interest in Continental European property 
which is driving property value upwards and in 
particular, that significant premium prices are 
attaching to larger portfolios more suitable for the 
larger investors. Hansteen has now raised additional 
equity through the placing to accelerate the assembly 
of portfolios commanding such premium valuations.’

Euros to the Pound. The forward currency 
contract was fixed at no cost but at the  
31 December had a value reflected in the 
Balance Sheet of £1.34 million.

Outlook
2006 saw the Hansteen Group evolve from 
a start up business to one with a substantial 
high yielding property portfolio, an 
excellent deal flow and contact base 
throughout Continental Europe together 
with a solid management team to take the 
business forward.

In the last 12 months there have been an 
increasing number of property investment 
funds, and more recently Western Europe 
has become a focus for many of these.  
The Board’s judgement is that the high 
yields in Continental Europe, compared  
to borrowing costs, together with the 
recovering economies in these countries 
will make these markets increasingly 
attractive. Given this situation we believe  
it is important to accelerate our business 
plan. The secondary placing on 28 
February, if approved by shareholders,  
will allow us to build a substantial 
geographically diversified portfolio.

Morgan Jones and Ian Watson
Joint Chief Executives
16 March 2007
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Ian Watson
Joint Chief Executive
 

James Hambro
Non-Executive Chairman

Stephen Gee
Non-Executive Director

Morgan Jones
Joint Chief Executive
 
Richard Mully
Non-Executive Director

Board of 
Directors
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Income statement
for the period from 27 October 2005 to 31 December 2006

       Period from
       27 October
       2005 to
       31 December
       2006
    Note  £’000

Group
Revenue      4 16,012
Cost of sales       (8,395)
Gross profit       7,617
Administrative expenses       (2,847)
Operating profit before gains on investment properties     4,770
Gains on investment properties      8 14,789
Operating profit      6 19,559
Gains on forward currency contract      9 1,304
Finance income      10 1,996
Finance costs      10 (490)
Change in fair value of interest rate swaps     10 13
Foreign exchange losses      10 (260)
Profit before tax       22,122
Tax      11 (6,792)
Profit for the period       15,330
Earnings per share
Basic      12 13.3p
Diluted      12 13.3p

All results derive from continuing operations.
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Balance sheet
31 December 2006

      Group Company
      2006 2006
     Note £’000 £’000

Non-current assets
Property, plant and equipment     13 28 –
Investment property     14 139,593 –
Investment in subsidiary undertakings     15 – 111,285
Derivative financial instruments     16 1,434 1,434
      141,055 112,719
Current assets     
Trading properties     17 5,151 –
Trade and other receivables     18 2,485 6,418
Cash and cash equivalents     19 14,395 10,938
      22,031 17,356
Total assets      163,086 130,075
Current liabilities     
Trade and other payables     20 (3,333) (920)
Current tax liabilities      (1,675) (1,653)

      (5,008) (2,573)
Non-current liabilities     
Bank loans     21 (15,689) –
Deferred tax liabilities     22 (4,517) –
      (20,206) –
Total liabilities      (25,214) (2,573)
Net assets      137,872 127,502
Equity
Share capital     23 12,500 12,500
Share premium account      111,133 111,133
Translation reserves      (1,142) –
Retained earnings      15,381 3,869
Total equity      137,872 127,502

These financial statements were approved by the Board of Directors on 16 March 2007.

Signed on behalf of the Board of Directors

IR Watson ML Jones
Director  Director
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Statement of changes in equity
for the period from 27 October 2005 to 31 December 2006

   Share Share Translation Retained 
   capital premium reserves earnings Total
   £’000 £’000 £’000 £’000 £’000

Group
Exchange differences arising on translation of overseas operations – – (1,581) – (1,581)
Tax on items taken directly to equity   – – 439 – 439
Net loss recognised directly in equity  – – (1,142) – (1,142)
Profit for the period   – – – 15,330 15,330
Total recognised income and expense for the period – – (1,142) 15,330 14,188
Ordinary shares issued at a premium   12,500 112,500 – – 125,000
Cost of issue of shares at a premium   – (1,367) – – (1,367)
Share based payments   – – – 51 51
Equity shareholders funds at 27 October 2005  – – – – –
Equity shareholders funds at 31 December 2006  12,500 111,133 (1,142) 15,381 137,872
Company     
Profit for the period   – – – 3,818 3,818
Total recognised income and expense for the period  – – – 3,818 3,818
Ordinary shares issued at a premium   12,500 112,500 – – 125,000
Cost of issue of shares at a premium   – (1,367) – – (1,367)
Share based payments   – – – 51 51
Equity shareholders funds at 27 October 2005  – – – – –
Equity shareholders funds at 31 December 2006  12,500 111,133 – 3,869 127,502

As permitted by section 230 of the Companies Act 1985, the profit and loss account of the parent company is not presented as part of these 
accounts. The parent company’s profit for the financial period amounted to £3,818,000.
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Cash flow statement
for the period from 27 October 2005 to 31 December 2006

       Period from 
       27 October 
       2005 to
       31 December
        2006
      Note £’000

Group
Net cash inflow from operating activities     25 292
Investing activities
Interest received       1,996
Additions to property, plant and equipment      (39)
Additions to investment properties       (126,823)
Proceeds on sale of investment properties       118
Additions to derivative financial instruments      (117)
Net cash used in investing activities       (124,865)
Financing activities
Proceeds from issue of shares at a premium      125,000
Costs of issue of shares at a premium       (1,367)
New bank loans raised (net of expenses)       15,335
Net cash from financing activities       138,968
Net increase in cash and cash equivalents      14,395
Cash and cash equivalents at beginning of period      –
Cash and cash equivalents at end of period      14,395
Company
Net cash outflow from operating activities     25 (6,306)
Investing activities
Interest received       4,640
Dividends received from subsidiaries       373
Investments in subsidiaries       (111,285)
Additions to derivative financial instruments      (117)
Net cash used in investing activities       (106,389)
Financing activities
Proceeds from issue of shares at a premium      125,000
Costs of issue of shares at a premium       (1,367)
Net cash from financing activities       123,633
Net increase in cash and cash equivalents      10,938
Cash and cash equivalents at beginning of period      –
Cash and cash equivalents at end of period      10,938
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Notes to the financial statements
for the period from 27 October 2005 to 31 December 2006

1. General information
Hansteen Holdings PLC was incorporated in the United Kingdom 
under the Companies Act 1985 on 27 October 2005. The address  
of the registered office is, 1 Berkeley Street, London W1J 8DJ. 

The Company was listed on AIM on 29 November 2005 and these 
financial statements cover the period from its date of incorporation 
on 27 October 2005 to 31 December 2006. As these are the 
Company’s maiden results there are no comparative figures.

The Group’s principal activities are those of a property group 
investing mainly in industrial properties in continental Europe.

These financial statements are presented in pounds sterling because 
that is the currency of the primary economic environment in which 
the Company operates. Foreign operations are included in 
accordance with the policies set out in note 2.

At the date of authorisation of these financial statements, the 
following Standards and Interpretations which have not been 
applied in these financial statements were in issue but have not yet 
come into effect:
IFRS 7  Financial instruments: Disclosures; and the related 

amendment to IAS 1 on capital disclosures
IFRS 8 Operating Segments
IFRIC 4 Determining whether an arrangement contains a lease
IFRIC 7  Applying the Restatement Approach under IAS 29 

Financial Reporting in Hyperinflationary Economies
IFRIC 8 Scope of IFRS 2
IFRIC 9 Reassessment of Embedded Derivatives
IFRIC 10 Interim Financial Reporting and Impairment
IFRIC 11 IFRS 2 - Group and Treasury Share Transactions
IFRIC 12 Service Concession Arrangements

The directors anticipate that the adoption of these Standards and 
Interpretations in future periods will have no material impact on 
the financial statements of the Group, except for additional 
disclosures on capital and financial instruments when the relevant 
standards come into effect for periods commencing on or after  
1 January 2007. The additional disclosures under IFRS 7 include 
stating the carrying amount of financial assets and liabilities under 
each of the classifications in IAS 39 ‘Financial Instruments: 
Recognition and Measurement’; an analysis of the age for financial 
assets that are either past due or impaired; a reconciliation of 
changes in carrying amounts during a period where impairment  
is recorded through an allowance account as opposed to a direct 
reduction to the carrying amount of the financial asset; and 
additional requirements on providing sensitivity analysis on market 
risks and how changes in these risks would have impacted profit or 
loss and equity in the period.

2. Significant accounting policies 
Basis of accounting
The financial statements have been prepared in accordance with 
International Financial Reporting Standards (‘IFRSs’). The financial 
statements have also been prepared in accordance with IFRSs 
adopted by the European Union and therefore the Group financial 
statements comply with Article 4 of the EU IAS Regulation.

The financial statements have been prepared on the historical cost basis, 
except for the revaluation of investment properties and certain financial 
instruments. The principal accounting policies are set out below. 

Basis of consolidation
The consolidated financial statements incorporate the financial 
statements of the Company and entities controlled by the Company 
(its subsidiaries) made up to 31 December. Control is achieved 

where the Company has the power to govern the financial and 
operating policies of an investee entity so as to obtain benefits from 
its activities.

The results of subsidiaries which commenced trading or which were 
acquired during the period are included in the consolidated income 
statement from the date on which trading commenced or the date 
from which they were acquired, as appropriate. 

Where necessary, adjustments are made to the financial statements  
of subsidiaries to bring the accounting policies used into line with  
those used by the Group.

All intra-group transactions, balances, income and expenses are 
eliminated on consolidation.

Property, plant and equipment
This comprises computer and office equipment. Computers and office 
equipment are stated at cost less accumulated depreciation and any 
recognised impairment loss. Depreciation is charged so as to write off 
the cost or valuation of computers and office equipment, over their 
estimated useful lives, using the straight-line method, on the 
following bases:
Computers 3 years
Office equipment 3 years
 
Investment property
Investment property, which is property held to earn rentals and/or 
for capital appreciation are treated as acquired when the Group 
assumes the significant risks and rewards of ownership. 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 re-valued to their fair values based on a professional 
valuation at the balance sheet date. Gains or losses arising from 
changes in the fair value of investment property are included in the 
income statement for the period in which they arise.

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

Leasing
Leases are classified as finance leases whenever the terms of the lease 
transfer substantially all the risks and rewards of ownership to the 
lessee. All other leases are classified as operating leases. Where a 
property is held 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 included in the balance sheet as a 
finance lease obligation. Where only the buildings element of a 
property lease is classified as a finance lease, the ground rent 
payments for the land element are shown within operating leases.

Trading Properties
Trading properties are included in the balance sheet at the lower  
of cost and net realisable value and are treated as acquired when the 
Group assumes the significant risks and rewards of ownership. Cost 
includes development costs specifically 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. 
Trade receivables and payables. Trade receivables and payables are 
stated at their nominal value. Trade receivables are reduced by 
appropriate allowances for estimated irrecoverable amounts.
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2. Significant accounting policies continued
Financial obligations
Debt instruments are stated at their net proceeds on issue. Finance 
charges including premiums payable on settlement or redemption 
and direct issue costs are spread over the period to redemption using 
the effective interest method.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand 
deposits and other short-term highly liquid investments that are 
readily convertible to a known amount of cash and are subject to  
an insignificant risk of changes in value.

Derivative financial instruments
The Group’s activities expose it primarily to the financial risks of 
changes in foreign currency exchange rates and interest rates. The 
Group uses foreign exchange forward contracts and interest rate 
swap contracts to hedge these exposures. The Group does not use 
derivative financial instruments for speculative purposes.

The use of financial derivatives is governed by the Group’s policies 
approved by the board of directors.

The Group does not hedge account its current forward currency 
contracts and interest rate swaps and states them at fair value with 
changes in fair value included in the income statement.

Revenue recognition
Revenue is measured at the fair value of the consideration received 
or receivable and represents amounts receivable for goods and 
services provided in the normal course of business, net of discounts, 
VAT and other sales related taxes.

Rental income is recognised on an accruals basis. Where a lease 
incentive is granted, which does not enhance the value of the 
property, or a rent free period is granted, the effective cost is 
amortised on a straight-line basis over the period from the date  
of lease commencement to the earliest termination date. 

Interest income is accrued on a time basis, by reference to the 
principal outstanding and at the effective interest rate applicable.

Revenue from the sale of trading and investment properties is 
recognised when the significant risks and returns have been 
transferred to the buyer. This is generally on unconditional exchange 
of contracts. The profit on disposal of trading and investment 
properties is determined as the difference between the sales proceeds 
and the carrying amount of the asset at the commencement of the 
accounting period plus additions in the period.

Foreign currencies
The individual financial statements of each group company are 
presented in the currency of the primary economic environment  
in which it operates (its functional currency). For the purpose of the 
consolidated financial statements, the results and financial position 
of each group company are expressed in pounds sterling, which is 
the functional currency of the Company, and the presentation 
currency for the consolidated financial statements.

In preparing the financial statements of the individual companies, 
transactions in currencies other than the entity’s functional currency 
(foreign currencies) are recorded at the rates of exchange prevailing 
on the dates of the transactions. At each balance sheet date, 
monetary assets and liabilities that are denominated in foreign 
currencies 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.

Exchange differences arising on the settlement of monetary items, 
and on the retranslation of monetary items, are included in profit or 
loss for the period. Exchange differences arising on the retranslation 
of non-monetary items carried at fair value are included in profit or 
loss for the period, except for differences arising on the retranslation 
of non-monetary items in respect of which gains and losses are 
recognised directly in equity. For such non-monetary items, any 
exchange component of that gain or loss is also recognised directly 
in equity.

For the purpose of presenting consolidated financial statements,  
the assets and liabilities of the Company’s foreign operations are 
translated at exchange rates prevailing on the balance sheet date. 
Income and expense items are translated at the average exchange 
rates for the period, unless exchange rates fluctuate significantly 
during that period, in which case the exchange rates at the date  
of transactions are used. Exchange differences arising, if any, are 
classified as equity and transferred to the Company’s translation 
reserve. Such translation differences are recognised as income or  
as expenses in the period in which the operation is disposed of.

Operating leases
Rentals payable under operating leases are charged to income on  
a straight-line basis over the term of the relevant lease.

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

The tax currently payable is based on taxable profit for the year. 
Taxable profit differs from net profit as reported in 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 Company’s liability for 
current tax is calculated using tax rates that have been enacted or 
substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on 
differences between the carrying amounts of assets and liabilities  
in the financial statements and the corresponding tax bases used in 
the computation of taxable profit, and is accounted for using the 
balance sheet liability method. Deferred tax liabilities are generally 
recognised for all taxable temporary differences and deferred tax 
assets are recognised to the extent that it is probable that taxable 
profits will be available against which deductible temporary 
differences can be utilised. 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 the asset is realised. 
Deferred tax is charged or credited in the income statement, except 
when it relates to items charged or credited directly to equity, in 
which case the deferred tax is also dealt with in equity. Deferred  
tax assets and liabilities are offset when there is a legally enforceable 
right to set off current tax assets against current tax liabilities and 
when they relate to income taxes levied by the same taxation 
authority and the Company intends to settle its current tax assets 
and liabilities on a net basis.

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 

Notes to the financial statements continued
for the period from 27 October 2005 to 31 December 2006
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options that will eventually vest. Fair value is measured by use of a binomial model. The expected life used in the model has been adjusted 
based on management’s best estimate, for the effects of non-transferability, exercise restrictions and behavioural considerations. 

3. Key sources of estimation uncertainty
The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheet date, that have a 
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year, are  
discussed below.

Valuation of Long Term Incentive Plan (‘LTIP’). In assessing whether any liability should be accrued under the LTIP the Company is 
required to estimate the growth of the net assets of the Group over the period of the LTIP. This estimate involves making a variety of 
assumptions concerning inter-alia rents and related costs, yields, administrative costs, interest rates, exchange rates and the rate and level  
of property acquisitions.

4. Revenue
An analysis of the Group’s revenue is as follows:

       Period from 
       27 October 
       2005 to
       31 December 
       2006
       £’000

Property rental income       7,760
Sales of trading properties       8,252
       16,012
Interest receivable on bank deposits       1,977
Other interest receivable       19
       1,996

Total revenue in the period       18,008

5. Business and geographical segments
Business segments
The Group’s primary reporting segments are the classification of its properties based on whether they are held for investment or trading. 
The secondary reporting segments are the classification of its properties based on geographic location.

The Company’s business is to invest in its subsidiaries and therefore it operates in a single segment.

a) Totals by business segment
Period from 27 October 2005 to 31 December 2006

     Trading Investment 
     properties properties Total
     £’000 £’000 £’000

Group
Property rental income     2 7,758 7,760
Sales of trading properties     8,252 – 8,252
Revenue     8,254 7,758 16,012
Direct property operating expenses     (58) (757) (815)
Cost of sales of trading properties     (7,580) – (7,580)
Administrative expenses     (139) (2,120) (2,259)
Operating profit before gains on investment properties    477 4,881 5,358
Gains on investment properties     – 14,789 14,789
Segment result     477 19,670 20,147
Unallocated corporate expenses       (588)
Operating profit       19,559
Gains on forward currency contract       1,304
Net finance income       1,259
Profit before tax       22,122
Tax       (6,792)
Profit for the period       15,330

Direct property operating expenses relating to investment properties that did not generate any rental income were £10,000.
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5. Business and geographical segments continued
a) Totals by business segment continued
Balance sheet

     Trading Investment
     properties properties Total
     2006 2006 2006
     £’000 £’000 £’000

Group
Property assets     5,151 139,593 144,744
Other assets     – 5,849 5,849
Segment assets     5,151 145,442 150,593
Unallocated corporate assets       12,493
Consolidated total assets       163,086
Segment liabilities     (28) (2,317) (2,345)
Unallocated corporate liabilities       (22,869)
Consolidated total liabilities       (25,214)

Additions to properties     5,151 126,380 131,531

b) Totals by geographic segment
The Group’s property operations are located in France, Germany, the Netherlands and the United Kingdom. The following table provides 
an analysis of the Group’s revenue by geographical market:

       Period from 
       27 October
        2005 to
       31 December
        2006
       £’000

Group
France       429
Germany       2,077
Netherlands       13,149
United Kingdom       357
       16,012

The following is an analysis of the carrying amount of segment assets and additions to properties analysed by the geographical area in which 
the assets are located: 

       Additions to
       properties
      Carrying  period from
      amount of 27 October 
      segment 2005 to
      assets 31 December
      2006 2006
      £’000 £’000

Group
France      14,905 13,058
Germany      55,506 47,816
Netherlands      75,031 65,506
United Kingdom      5,151 5,151
      150,593 131,531

Notes to the financial statements continued
for the period from 27 October 2005 to 31 December 2006
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6. Profit for the period
Profit for the period has been arrived at after (charging)/crediting:

       Period from 
       27 October
        2005 to
       31 December 
       2006
       £’000

Net foreign exchange losses included in administrative expenses     (73)
Net foreign exchange losses included in net finance income     (260)
Depreciation of property, plant and equipment      (10)
Increase in fair value of investment properties      14,759
Staff costs (see note 7)       1,476

The analysis of auditors’ remuneration is as follows:

       Period from 
       27 October 
       2005 to
       31 December 
       2006
       £’000

Fees payable to the Company’s auditors for the audit of the Company’s annual accounts    40
Fees payable to the Company’s auditors and their associates for other services to the Group:
– The audit of the Company’s subsidiaries pursuant to legislation     81
Total audit fees       121
– Tax services       26
– Other services       86
Total non–audit fees       112

Fees payable to Deloitte & Touche LLP and their associates for non-audit services to the Company are not required to be disclosed because 
the consolidated financial statements are required to disclose such fees on a consolidated basis.

Fees paid to Deloitte & Touche LLP for other services comprise principally accounting, VAT and transfer pricing advice.

7. Staff Costs
The average monthly number of employees (including executive directors) was:

       Period from 
       27 October 
       2005 to
       31 December
        2006
       No.

Administration       6

Their aggregate remuneration was:

       Period from 
       27 October 
       2005 to
       31 December 
       2006
       £’000

Wages and salaries       1,181
Share based payments       51
Social security costs       160
Other pension costs       84
       1,476

The amounts shown against pension costs comprise amounts payable by the Group to personal pension schemes of the employees.
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8. Gains on investment properties

       Period from 
       27 October 
       2005 to
       31 December 
       2006
       £’000

Increase in fair value of investment properties      14,759
Profit on disposal of investment properties      30
       14,789

9. Gains on forward currency contract

       Period from 
       27 October 
       2005 to
       31 December 
       2006
       £’000

Increase in fair value of forward currency contract      1,304

10. Net finance income

       Period from 
       27 October 
       2005 to
       31 December 
       2006
       £’000

Interest receivable on bank deposits       1,977
Other interest receivable       19
Finance income       1,996
Interest payable on bank loans and overdrafts      (490)
Finance costs       (490)
Net interest received       1,506
Increase in fair value of interest rate swaps      13
Foreign exchange losses on retranslation of inter-company loan balances     (260)

Net finance income       1,259

11. Tax

       Period from 
       27 October 
       2005 to
       31 December 
       2006
       £’000

UK Current tax       1,665
Foreign current tax       566
Total current tax       2,231
Deferred tax (see note 22)       4,561
Total tax charge       6,792

UK Corporation tax is calculated at 30 per cent of the estimated assessable profit for the period.

Taxation for other jurisdictions is calculated at the rates prevailing in the respective jurisdictions.

Notes to the financial statements continued
for the period from 27 October 2005 to 31 December 2006
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The tax charge for the year can be reconciled to the profit per the income statement as follows:

       Period from 
       27 October 
       2005 to
       31 December
        2006
       £’000

Profit before tax       22,122
Tax at the UK corporation tax rate of 30%      6,637
Tax effect of:
Expenses that are not deductible in determining taxable profit     116
Short-term timing differences       5
Marginal relief       (8)
Effect of different tax rates of overseas subsidiaries      42
       6,792

In addition to the amount charged to the income statement, tax relating to the unrealised exchange losses on translation of overseas 
operations has been credited directly to translation reserves (see statement of changes in equity).

12. Earnings per share and net asset value per share
The calculations for earnings per share, based on the weighted average number of shares, are shown in the table below.

The European Public Real Estate Association (‘EPRA’) has issued recommended bases for the calculation of certain per share information 
and these are included in the following tables:

       Period from
       27 October
       2005 to
      Weighted 31 December
      average 2006
      number of Earnings 
     Earnings shares per share
     £’000 000’s p

Basic EPS     15,330 115,223 13.3
Dilutive share options     – 43 –
Diluted EPS     15,330 115,266 13.3
Adjustments:
Revaluation gains on investment properties    (14,759)  
Profit on the sale of investment properties    (30)  
Tax on the sale of investment properties     9  
Change in fair value of financial instruments    (1,317)  
Tax on the change in fair value of financial instruments     395  
Deferred tax     4,529  
Diluted EPRA EPS     4,157  3.6

The calculations for net asset value per share are shown in the table below:

       31 December
       2006
     Equity  Net asset
     shareholder’s Number value
     funds  of shares per share
     £’000 000’s  p

Basic NAV     137,872 125,000 110.3
Unexercised share options     428 400 n/a
Diluted NAV     138,300 125,400 110.3
Adjustments:    
Fair value of trading properties     849  
Deferred tax     4,529  
Diluted EPRA NAV     143,678  114.6
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13. Property, plant and equipment

     Office Computer
     equipment equipment Total
     £’000 £’000 £’000

Cost:
At 27 October 2005     – – –
Additions     1 37 38
At 31 December 2006     1 37 38
Accumulated depreciation:   
At 27 October 2005     – – –
Charge for the period     – 10 10
At 31 December 2006     – 10 10
Net book value:   
At 31 December 2006     1 27 28
At 27 October 2005     – – –

14. Investment property
       £’000

Balance at 27 October 2005       –
Additions – property purchases       126,137
 – capital expenditure       244
Disposals       (88)
Revaluations included in income statement      14,759
Exchange adjustment       (1,459)

At 31 December 2006       139,593

All investment properties are stated at market value as at 31 December 2006 and have been valued by independent professionally qualified 
external valuers, King Sturge LLP. The valuations have been prepared in accordance with the Appraisal and Valuation Manual published by 
The Royal Institute of Chartered Surveyors and with IVA1 of the International Valuation Standards.

The Group has pledged certain of its investment properties to secure a bank loan facility granted to the Group.

15. Investment in subsidiary undertakings

     Shares in Loans to
      subsidiary  subsidiary
     undertakings undertakings Total
     £’000 £’000 £’000

Company cost and net book value:
Balance at 27 October 2005     – – –
Additions     45,910 65,375 111,285
At 31 December 2006     45,910 65,375 111,285

Notes to the financial statements continued
for the period from 27 October 2005 to 31 December 2006
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Details of the Company’s subsidiaries at 31 December 2006 are as follows:

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

Hansteen Developments Limited England and Wales 100 100
Hansteen Europe Limited England and Wales 100 100
Hansteen Land Limited England and Wales 100 100
Hansteen Limited England and Wales 100 100
Hansteen France SAS France 100 100
Hansteen Germany Limited England and Wales 100 100
Hansteen Germany Residential Limited England and Wales  100 100
Hansteen Netherlands B.V. The Netherlands 100 100

Each of the undertakings listed above is engaged in property development, investment and management.

16. Derivative financial instruments

     Forward Interest
     currency rate
     contract cap Total
     £’000 £’000 £’000

Group and Company
Fair value at 27 October 2005     – – –
Additions at cost     33 84 117
Revaluations included in income statement    1,304 13 1,317

Fair value at 31 December 2006     1,337 97 1,434

Currency derivatives
The Group utilises currency derivatives to hedge significant future transactions and cash flows.

On 26 August 2006 the Company entered into a forward currency contract to sell Euros 155,159,000 for £110,000,000 on 27 July 2009. 
The fair value of the Company’s forward currency contract is based on market values of equivalent instruments at the balance sheet date.

Interest rate cap
The Group uses interest rate derivatives to manage its exposure to interest rate movements on its bank borrowings.

On 6 November 2006 the Company entered into a Euros 25,000,000 interest rate cap at 4% with a start date of 26 January 2007 and  
a maturity date of 26 October 2009. The fair value of the Company’s interest rate cap is based on market values of equivalent instruments  
at the balance sheet date.

17. Trading properties

       2006
       £’000

Land and related costs       5,151

The trading properties were valued at 31 December 2006 at open market value at £6,000,000.
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18. Trade and other receivables

      Group Company
      2006 2006
      £’000 £’000

Trade receivables      356 –
Amounts due from subsidiary undertakings     – 5,700
Other receivables      1,754 –
Prepayments and accrued income      375 718
      2,485 6,418

The carrying amount of trade and other receivables approximate their fair value.

The Group’s credit risk is primarily attributable to its trade receivables. The amounts presented in the balance sheet are net of allowances for 
doubtful receivables. An allowance for impairment is made where there is an identified loss event which, based on previous experience is 
evidence of a reduction in the recoverability of the cash flows. The Group has no significant concentration of credit risk, with exposure 
spread over a large number of counterparties and customers.

19. Cash and cash equivalents

      Group Company
      2006 2006
      £’000 £’000

Cash and cash equivalents      14,395 10,938

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.

The credit risk on liquid funds is limited because the counterparties are banks with high credit ratings assigned by international credit-
rating agencies

20. Trade and other payables

      Group Company
      2006 2006
      £’000 £’000

Trade payables      597 18
Amounts due to subsidiary undertakings      – 745
Other payables      710 –
Accruals and deferred income      2,026 157
      3,333 920

The carrying amount of trade and other payables approximates to their fair value.

Notes to the financial statements continued
for the period from 27 October 2005 to 31 December 2006
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21. Bank loans

       2006
       £’000

Secured
Bank loan       16,845
Unamortised borrowing costs       (1,156)
Bank loan       15,689

The bank loan represents Euros 25,000,000 drawn down under a five year Euros 230,000,000 revolving bank loan facility entered into on 
25 July 2006 by Hansteen Holdings PLC and certain of its subsidiary undertakings. The loan is secured on the shares of the borrowing 
subsidiaries and their investment properties and is guaranteed by Hansteen Holdings PLC and the borrowing subsidiaries. Interest on the 
amounts drawn under the loan facility is charged at Euribor plus 0.8%.

The Directors estimate that the book value of the Groups bank loans approximates to their fair value.

       2006
       £’000

Maturity
The bank loan is repayable as follows:
In the third to fifth years inclusive       16,845
Undrawn committed facilities
Expiring after more than two years       138,131

       Floating rate 
       borrowings
       2006
      % £’000

Interest rate and currency profile
Euros      4.35 16,845

The bank loan drawn down at 31 December 2006 under the Euro 230,000,000 revolving bank loan facility was arranged at floating rates 
until 26 January 2007.

An interest rate cap has been entered into in respect of the entire amount drawn under the loan facility at 31 December 2006 to cap the 
Euribor rate at 4% for the period from 27 January 2007 to 26 October 2009 (see note 16). 

22. Deferred tax liabilities
The following are the major deferred tax liabilities and assets recognised by the Group and movements thereon during the reporting period.

     UK tax on
     retained 
  Revaluation of Accelerated Short-term earnings in
  investment tax timing overseas Tax
  properties depreciation differences  subsidiaries losses Total
  £’000 £’000 £’000 £’000 £’000 £’000

At 27 October 2005  – – – – – –
Charge to income  4,179 350 64 343 (375) 4,561
Exchange differences  (43) (4) – – 3 (44)
At 31 December 2006  4,136 346 64 343 (372) 4,517

At the balance sheet date the Group has unused tax losses available for offset against future profits. These losses arose principally due to the 
non-recurring start-up costs of overseas operations. The start-up costs are non-recurring and it is expected that the tax losses will be utilised 
in the foreseeable future. 

At the balance sheet date, the amount of temporary differences associated with undistributed earnings of subsidiaries for which deferred tax 
liabilities have been fully provided is £372,000.
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23. Share capital

       2006
       £’000

Authorised
200,000,000 ordinary shares of 10p each       20,000
Issued and fully paid
125,000,002 ordinary shares of 10p each       12,500
    
The share capital comprises one class of ordinary shares carrying no right to fixed income.

Movements in issued share capital

      2006 2006
     Date Number £’000

Issued on incorporation 2 shares of £1 each    27/10/2005 2 –
Sub-division of £1 shares to 10p shares     14/11/2005 18 –
Shares issued for cash     14/11/2005 499,980 50
Shares issued in consideration for shares in Hansteen Limited   22/11/2005 2 –
Shares issued for cash     27/11/2005 124,500,000 12,450

      125,000,002 12,500

24. Acquisition of subsidiary
On 22 November 2005, as part of a reorganisation of the Hansteen Holdings PLC group, the Company issued two ordinary shares of  
£1 each credited as fully paid in exchange for the entire issued ordinary share capital of Hansteen Limited comprising two ordinary  
shares of £1 each.

25. Notes to the cash f low statement

      Group Company
      Period from  Period from
      27 October  27 October
      2005 to 2005 to
      31 December  31 December
      2006 2006
      £’000 £’000

Profit for the period      15,330 3,818
Tax      6,792 1,643
Profit before tax      22,122 5,461
Dividends from subsidiaries      – (373)
Net finance income      (1,259) (4,563)
Gains on forward currency contract      (1,304) (1,304)
Operating profit/(loss)      19,559 (779)
Adjustments for:
Gains on investment properties      (14,789) –
Share-based employee remuneration      51 51
Depreciation of property, plant and equipment     10 –

Operating cash flows before movements in working capital    4,831 (728)
Increase in trading properties      (5,151) –
Increase in receivables      (2,255) (6,419)
Increase in payables      3,334 931
Cash generated by/(used in) operations     759 (6,216)
Income taxes paid      (330) –
Interest paid      (137) (90)
Net cash inflow/(outflow) from operating activities    292 (6,306)

Notes to the financial statements continued
for the period from 27 October 2005 to 31 December 2006
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26. Operating lease arrangements
The Group as lessee

       Period from 
       27 October 
       2005 to
       31 December 
       2006
       £’000

Minimum lease payments under operating leases recognised as an expense in the year:    181

As at the balance sheet date the Group had outstanding commitments for future minimum lease payments under non-cancellable operating 
leases, which fall due as follows:

       2006
       £’000

Within one year       229
In the second to fifth years inclusive       259
After five years       1,136
       1,624

Operating lease payments represent rentals payable by the Group under ground rent leases for certain of its investment properties and rentals 
payable in respect of its head office property under a licence agreement with an unexpired term of 12 months as at the balance sheet date.

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: 

       2006
       £’000

Within one year       10,103
In the second to fifth years inclusive       21,771
After five years       8,688
       40,562
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27. Share based payments
Equity-settled share option scheme
The 2005 Share Option Scheme is open to certain senior employees of the Group. In the case of options granted within three months of 
admission of shares to trading on AIM, options are exercisable at the price at which shares were placed in connection with the float, being 
£1 per share. All options granted after this date are exercisable at a price equal to the average quoted market price of the ordinary shares of 
Hansteen Holdings PLC on the date of grant. The options have a three year vesting period that is not subject to performance conditions. If 
the options remain unexercised after a period of ten years from the date of grant, the options expire. Options are normally forfeited if the 
employee leaves the Group before the options vest. In accordance with IFRS 2 ‘Share-based Payment’ 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 
Group’s estimate of options that will eventually vest. Fair value is calculated using a Binomial pricing model.

Details of the share options outstanding during the period are as follows:

       Weighted
       average
       exercise
      Number of price
      share options pence

Outstanding at 27 October 2005      – –
Granted during the period      400,000 107.1

Outstanding at 31 December 2006      400,000 107.1

Exercisable at 31 December 2006      – –

       Years

Weighted average remaining contractual life      9.04

The options outstanding under the scheme are exercisable at exercise prices ranging from 100.0p to 128.5p in years from 2009 up to 2016. 
During the period options were granted on 3 January 2006 and 6 March 2006. The aggregate of the fair values of the options granted on 
those dates is £160,000 determined according to the Binomial model.

The inputs into the Binomial model are as follows:
       2006

Weighted average share price       124.0p
Weighted average exercise price       107.1
Expected volatility       25%
Expected life       3–8 years
Risk free rate       4.16%
Expected dividend yield       3%

The expected volatility was determined by calculating the historical volatility of the Company’s share price over the period from the date 
the Company floated on AIM on 29 November 2005 and the dates the options were granted and also by comparison with the volatilities  
of similar companies over the same period. The expected life used in the model has been adjusted, based on management’s best estimate, 
for the effects of non-transferability, exercise restrictions and behavioural considerations.

The Group recognised total expenses of £51,000 related to equity-settled share-based payment transactions in the period from 27 October 
2005 to 31 December 2006.
 

Notes to the financial statements continued
for the period from 27 October 2005 to 31 December 2006
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28. Events after the balance sheet date
On 28 February 2007 the Company announced its intention to raise additional equity of £70,000,000, before expenses, by way of a 
placing of 53,435,115 fully paid new ordinary shares of 10p each for a cash consideration of 131p per share. The placing of the new ordinary 
shares is conditional, inter-alia, upon the passing of a special resolution at an Extraordinary General Meeting of the Company on 23 March 
2007 and the admission of the new ordinary shares to trading on AIM.

The new ordinary shares, when issued, will rank pari passu with the existing ordinary shares, including the right to receive all dividends 
and other distributions, save in respect of the dividend of 3 pence per existing ordinary share payable to shareholders on 1 May 2007.

29. Related party transactions
Remuneration of key management personnel
The aggregate remuneration of the directors, who are the key management personnel of the Group, is set out below, as required by IAS 24 
‘Related Party Disclosures’. Further information about the remuneration of individual directors is provided in the audited part of the 
Remuneration Report on page 38. 

       Period from 
       27 October 
       2005 to
       31 December 
       2006
       £’000

Short-term employee benefits       1,001
Post-employment benefits       69
       1,070
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Stephen Trevor Gee (63), 
Non-Executive Director
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Non-Executive Director of Ashtenne from 
1990 until 2005.

Richard Stephen Mully (45), 
Non-Executive Director
Managing Partner, Grove International LLP 
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Limited, Spazio Investments NV. Dolce 
International Limited, Natixis Capital 
Partners Limited and Polish Investments 
Real Estate Holdings BV. 
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Richard Phillip Lowes, FCCA
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2nd Floor, Keel Row House
1 Sandgate
Quayside
Newcastle Upon Tyne NE1 2NG

Auditors
Deloitte & Touche LLP
Hill House
1 Little New Street
London EC4A 3TR

Solicitors
Jones Day
21 Tudor Street, 
London EC4Y 0DJ

DLA Piper Scotland LLP
Napier House,
27 Thistle Street, 
Edinburgh EH2 1JX
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King Sturge LLP
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The Directors present their first annual report and the audited 
financial statements of the Company for the period from  
27 October 2005 to 31 December 2006.

Principal Activities 
The Company is the parent company of a Group whose principal 
activities comprise property investment, development, management 
and all associated business. The Group has initially focused on 
industrial property investments in Continental Europe, although  
it will also seek to profit from opportunistic acquisitions in other 
property sectors both in the UK and abroad. 

The subsidiary undertakings principally affecting the profits or  
net assets of the Group in the period are listed in note 15 to the 
financial statements.
 
Business Review, Results and Dividends 
Hansteen’s focus is on Continental European industrial investments 
which in the opinion of the board have high yields, cheaper financing 
costs and greater opportunity for value improvement through asset 
management than can currently be achieved in the UK. To date  
these investments have been primarily in the Netherlands, Germany 
and France. A smaller part of the Group’s activity is dedicated to 
opportunistic property investment opportunities which to date have 
included land and residential investments.

In the Director’s view the pre-tax profits and EPRA NAV  
growth are the most appropriate performance measures for the 
Hansteen Group.
 
 As shown in the income statement on page 10, the pre-tax profit for 
the first period of trading was £22.1 million and the net assets are 
shown in the balance sheet as £137.9 million. The EPRA adjusted 
diluted net asset value per share was 114 pence compared to the 
initial public offering subscription price for the shares of £1. 

 The directors have resolved to pay an interim dividend, being also 
the first dividend paid by the Company, of 3 pence per ordinary 
share to be paid on 1 May 2007 to ordinary shareholders on the 
register on 30 March 2007 excluding those shares issued pursuant  
to the placing to be approved at the Extraordinary General Meeting 
on 23 March 2007.

Principal Risks and Uncertainties
Risk management is an important part of the Group’s system of 
internal controls. All management staff and the board regularly 
consider the significant risks which it believes are facing the Group, 
identify appropriate 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 identified by the board are as follows:

 The value of property investments fall as a result of macro 
economic factors, over reliance on single tenant or single 
industry type. The board believes these risks are reduced  
due to its policy of assembling a portfolio, with a wide spread 
of different tenancies both in terms of actual tenants and 
industry type as well as undertaking thorough due diligence 
on acquisitions. Where possible purchases are achieved at low 
capital values and with due investigation of tenant finances.

•

Directors’ Report

 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 are in a Euro 
denominated loan facility and therefore, to the extent that 
investments are financed by debt, a self hedging mechanism  
is in place. In relation to the equity element of our Euro 
investments the group entered into a three year forward 
contract to sell €155.2 million into Sterling at an exchange 
rate of 1.41 Euros to the Pound. To date this substantially 
matches the exposure of the equity invested. As additional 
equity is applied and valuation and profit surpluses are 
achieved the board will review its currency exposure with 
potentially further contracts being taken.
 A further significant risk relates to the Group’s borrowings. 
Over-borrowing by the Group, significant interest rate 
increases or facility covenant breaches could represent a 
significant risk to the Group. In response to these risks 
Hansteen maintains a prudent approach to its borrowing. At 
31st December 2006 net borrowings were approximately 1% 
of the Group’s equity. For all moneys borrowed consideration 
is given to appropriate hedging instruments and as at 31st 
December the entire €25 million borrowings were subject  
to an interest rate cap at Euribor of 4%. The Group actively 
monitors covenant requirements of the loan on a regular basis 
and compliance certificates are prepared. 
  A further risk factor identified by the board encompasses 
environmental risks. In addition to the need to act as a 
responsible landlord there may, in some circumstances,  
be occasions when pollution on a site owned by a property 
investment company becomes its responsibility. 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.

Share capital
The Company was incorporated on 27 October 2005 with 
authorised share capital of £50,000 divided into 50,000 ordinary 
shares of £1 and two shares were issued, credited as fully paid. 

On 14 November 2005 each of the 50,000 authorised ordinary 
shares of £1 were subdivided into 10 ordinary shares of 10 pence 
each. On the same date each of the two issued ordinary shares of 
£1 were subdivided into 10 ordinary shares of 10 pence, resulting 
in the issued share capital being 20 ordinary shares.

On 14 November 2005 the Company issued 499,980 ordinary 
shares at a subscription price of £1 per ordinary share resulting  
in the issued share capital being 500,000 ordinary shares.

On 22 November 2005 the Company’s authorised share capital was 
increased to 200,000,000 ordinary shares. On the same date two 
ordinary shares were issued as consideration for the transfer of two 
ordinary shares of £1 each representing the entire issued share 
capital of Hansteen Limited.

On 29 November 2005 the company issued 124,500,000 ordinary 
shares at a subscription price of £1 per ordinary share resulting in 
the issued share capital being 125,000,002 ordinary shares.

The Directors invested in the ordinary shares at the same 
subscription price as all other investors at the time of the placing.

•

•

•
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Directors’ Report continued

Directors and their Interests
The following served as directors throughout the period except as noted:

SDG Registrars  Appointed 27 October 2005 resigned 27 October 2005
JD Hambro Non-Executive Chairman  Appointed 15 November 2005
IR Watson Joint Chief Executive Appointed 27 October 2005
ML Jones Joint Chief Executive Appointed 27 October 2005
ST Gee Non-Executive Director Appointed 15 November 2005
RS Mully Non-Executive Director Appointed 1 May 2006

 Messrs ML Jones and RS Mully will retire and submit themselves for re-election at the forthcoming Annual General Meeting.

 Mr ML Jones, a founder director of Hansteen Holdings PLC, qualified as a Chartered Accountant with Touche Ross and was a founder 
director and Joint Chief Executive of Ashtenne Holdings PLC from 1989 to 2005.

Mr RS Mully joined the Board of the Company on 1 May 2006 as a Non-Executive Director and is a Director of Apellas Holding BV, 
MedGroup Leisure Investments BV, Karta Realty Limited, Spazio Investments NV, Dolce International Limited, Natexis Capital Partners 
Limited and Polish Investments Real Estate Holdings BV and also Managing Partner, Grove International LLP.

The beneficial interests of the Directors in the ordinary shares of the Company are as follows:

   Ordinary shares
    of 10p each at
   31 December 
   2006

IR Watson   2,500,001
ML Jones   2,500,001
JD Hambro   200,000
ST Gee   200,000
RS Mully   200,000
   5,600,002

There have been no changes in Directors’ interests between the 31 December 2006 and 16 March 2007.

None of the Directors had any interests in any material contract during the year relating to the business of the Group.

Substantial Interests in the Share Capital of the Company
The Company has been notified of the following interests that represent 3% or more of the issued share capital of the Company at  
15 March 2007.

      No. of ordinary
      shares held Percentage

Standard Life Investments Limited      16,353,194 13.08
Lansdowne Partners Limited      13,090,000 10.47
Taube Hodson Stonex Partners Limited on behalf of client funds that it manages or controls  9,888,570 7.91
Jupiter Asset Management Limited      9,063,217 7.25
Artemis Investment Management Limited     8,850,000 7.08
Scottish Widows Investment Partnership      7,813,779 6.25
Threadneedle Investments      5,631,000 4.50
 Rensburg Sheppards Investment Management Limited on behalf of client funds that it manages or controls 3,763,013 3.01
      74,452,773 59.55
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Payment policy for creditors
The Group’s policy is to settle all agreed liabilities within the terms established with suppliers. At 31 December 2006 there were 33 days’ 
purchases outstanding in respect of the Group’s trade creditors. 

Charitable donations
During the period the Group made charitable donations of £6,250 to charities serving the communities in which the Group operates. 
There were no political donations in the period.

Auditors
In the case of each of the persons who are directors of the company at the date when this report was approved:

 So far as each of the directors is aware, there is no relevant audit information (as defined in the Companies Act 1985) of which  
the company’s auditors are unaware; and
  Each of the directors has taken all the steps that he/she ought to have taken as a director to make themselves aware of any relevant 
audit information (as defined) and to establish that the company’s auditors are aware of that information. 
 This confirmation is given and should be interpreted in accordance with the provisions of S234ZA of the Companies Act 1985.
 Deloitte & Touche LLP have expressed their willingness to continue in office as auditors 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

RP Lowes
Secretary
16 March 2007

•

•

•
•
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The directors are responsible for preparing the Annual Report, 
Directors’ Remuneration 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. The directors are required by the IAS 
Regulation to prepare the Group financial statements under IFRSs 
(IFRSs) as adopted by the European Union and have also elected to 
prepare the parent company financial statements in accordance with 
IFRSs as adopted by the European Union. The financial statements 
are also required by law to be properly prepared in accordance with 
the Companies Act 1985 and Article 4 of the IAS Regulation.

International Accounting Standard 1 requires that financial 
statements present fairly for each financial year the Company’s 
financial position, financial performance and cash flows. This 
requires the faithful representation of the effects of transactions, 
other events and conditions in accordance with the definitions and 
recognition criteria for assets, liabilities, income and expenses set 
out in the International Accounting Standards Board’s ‘Framework 
for the preparation and Presentation of Financial Statements’. In 
virtually all circumstances, a fair presentation will be achieved by 
compliance with all applicable International Financial Reporting 
Standards. Directors are also required to:

properly select and apply accounting policies;
 present information, including accounting policies, in a 
manner that provides relevant, reliable, comparable and 
understandable information; 
 provide additional disclosures when compliance with the 
specific requirements in IFRS is insufficient to enable users to 
understand the impact of particular transactions, other events 
and conditions on the entity’s financial position and financial 
performance; and
 prepare the financial statements on the going concern basis 
unless it is inappropriate to presume that the Company will 
continue in business.

•
•

•

•

The directors are responsible for keeping proper accounting records 
which disclose with reasonable accuracy at any time the financial 
position of the Company, for safeguarding the assets, for taking 
reasonable steps for the prevention and detection of fraud and other 
irregularities and for the preparation of a directors’ report and 
directors’ remuneration report which comply with the requirements 
of the Companies Act 1985.

The directors are responsible for the maintenance and integrity of 
the company website. Legislation in the United Kingdom 
governing the preparation and dissemination of financial statements 
may differ from legislation in other jurisdictions.

Statement of Directors’ Responsibilities
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We have audited the group and parent company financial statements 
(the ‘financial statements’) of Hansteen Holdings PLC for the period 
ended 31 December 2006 which comprise the Group Income 
Statement, the Group and Company Balance Sheets, the Group  
and Company Cash Flow Statements, the Group and Company 
Statements of Changes in Equity, the Statement of Accounting 
Policies and the related notes 1 to 29. These financial statements 
have been prepared under the accounting policies set out therein. 
We have also audited the information in the Directors’ 
Remuneration Report that is described as having been audited.

This report is made solely to the company’s members, as a body, in 
accordance with section 235 of the Companies Act 1985. 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 
auditors’ 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.

Respective responsibilities of directors and auditors
The directors’ responsibilities for preparing the Annual Report,  
the Directors’ Remuneration Report and the financial statements  
in accordance with applicable law and International Financial 
Reporting Standards (IFRSs) as adopted by the European Union 
are set out in the Statement of Directors’ Responsibilities.

Our responsibility is to audit the financial statements and the part  
of the Directors’ Remuneration Report to be audited in accordance 
with relevant legal and regulatory requirements and International 
Standards on Auditing (UK and Ireland).

We report to you our opinion as to whether the financial statements 
give a true and fair view and whether the financial statements and 
the part of the Directors’ Remuneration Report to be audited have 
been properly prepared in accordance with the Companies Act 
1985 and, as regards the group financial statements, Article 4 of the 
IAS Regulation. We also report to you whether in our opinion the 
information given in the Directors’ Report is consistent with the 
financial statements.

In addition we report to you if, in our opinion, the company has 
not kept proper accounting records, if we have not received all the 
information and explanations we require for our audit, or if 
information specified by law regarding directors’ remuneration and 
other transactions is not disclosed.

Although not required to do so, the directors have voluntarily 
chosen to make a corporate governance statement detailing the 
extent of their compliance with the July 2003 FRC Combined 
Code. We review whether the Corporate Governance Statement 
reflects the Company’s compliance with the nine provisions of the 
2003 Combined Code specified for our review by the Listing Rules 
of the Financial Services Authority, and we report if it does not.  
We are not required to consider whether the board’s statements on 
internal control cover all risks and controls, or form an opinion on 
the effectiveness of the group’s corporate governance procedures or 
its risk and control procedures.

We read the other information contained in the Annual Report  
and consider whether it is consistent with the audited financial 
statements. The other information comprises only the Directors’ 
Report, the unaudited part of the Directors’ Remuneration Report, 
the Chairman’s Statement and the Corporate Governance 
Statement. We consider the implications for our report if we 
become aware of any apparent misstatements or material 
inconsistencies with the financial statements. Our responsibilities do 
not extend to any further information outside the Annual Report.

Basis of audit opinion
We conducted our audit in accordance with International Standards 
on Auditing (UK and Ireland) issued by the Auditing Practices 
Board. An audit includes examination, on a test basis, of evidence 
relevant to the amounts and disclosures in the financial statements 
and the part of the Directors’ Remuneration Report to be audited. 
It also includes an assessment of the significant estimates and 
judgments made by the directors in the preparation of the financial 
statements, and of whether the accounting policies are appropriate 
to the group’s and company’s circumstances, consistently applied 
and adequately disclosed.

We planned and performed our audit so as to obtain all the 
information and explanations which we considered necessary in 
order to provide us with sufficient evidence to give reasonable 
assurance that the financial statements and the part of the Directors’ 
Remuneration Report to be audited are free from material 
misstatement, whether caused by fraud or other irregularity  
or error. In forming our opinion we also evaluated the overall 
adequacy of the presentation of information in the financial 
statements and the part of the Directors’ Remuneration Report  
to be audited. 

Opinion
In our opinion:

 the Group financial statements give a true and fair view, in 
accordance with IFRSs as adopted by the European Union, 
of the state of the Group’s affairs as at 31 December 2006  
and of its profit for the period then ended;
 the parent Company financial statements give a true and fair 
view, in accordance with IFRSs as adopted by the European 
Union as applied in accordance with the provisions of the 
Companies Act 1985, of the state of the parent Company’s 
affairs as at 31 December 2006; 
 the financial statements and the part of the Directors’ 
Remuneration Report to be audited have been properly 
prepared in accordance with the Companies Act 1985 and,  
as regards the Group financial statements, Article 4 of the  
IAS Regulation; and
 the information given in the Directors’ Report is consistent 
with the financial statements.

Deloitte & Touche LLP
Chartered Accountants and Registered Auditors 
London
16 March 2007

•

•

•

•

Independent Auditors’ Report
Independent Auditors’ Report to the Members of Hansteen Holdings PLC
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Statement of Compliance
Although not required to do so by the AIM Rules, the directors 
have decided to provide corporate governance disclosures 
comparable with those required of a listed company. 

Section 1 of the Combined Code on Corporate Governance that 
was issued in 2003 by the Financial Reporting Council (‘the 
Combined Code’), as appended to the Listing Rules, sets out the 
Principals of Good Corporate Governance which are applicable to 
listed companies incorporated in Great Britain. The Board supports 
these principles of Corporate Governance and the way in which it 
applies these principles is set out below and in the Report of the 
Remuneration Committee on page 38.

Due to the small number of Directors, the Board does not consider 
it appropriate to establish a nomination committee to make 
recommendations to the Board on new board appointments and as 
each of the Non-Executive Directors is independent, the Board 
does not consider it necessary to nominate a senior independent 
director. Similarly due to the small number of directors the Board 
does not consider it necessary to implement a formal process of 
evaluating the effectiveness of the board, its committees and its 
directors. Except for these matters, throughout the period ended  
31 December 2006 the Company has been in compliance with the 
Code Provisions set out in Section 1 of the Combined Code. 

A summary of the system of governance adopted by the  
Company follows:

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 Chairmen of the Audit and Remuneration 
Committees are available to answer questions, where appropriate,  
at the Annual General Meeting.

The Board of Directors
Details of the Directors are set out on page 36. The Board consists 
of three independent Non-Executive Directors, including the 
Chairman, and two Executive Directors. The roles and 
responsibilities of the Chairman, Executive Directors and Non-
Executive Directors are clearly defined. The Board is satisfied that 
the Non-Executive Directors, each of whom is independent from 
management and has no commercial or other connection with the 
Company, are able to exercise independent judgement. The 
appointment of new directors is a matter for the Board as a whole. 
The Board is responsible to shareholders of the Company for the 
strategy and future development of the Group and the efficient 
management of its resources. As a result, the Board has a schedule of 
matters reserved for its decision, which includes approval of annual 
budgets, acquisition and divestment policy, approval of major capital 
projects, the raising of finance and management policies. The Board 
is supplied, in a timely fashion, with the information it needs to 
enable it to discharge its duties. The Board is also kept informed of 
changes in relevant legislation and changing commercial risks, and 
each Director has access to independent professional advice and the 
advice and services of the Company Secretary. All Directors are 
required to submit themselves for re-election by rotation and at least 
every three years. 

The schedule below sets out the number of principal Board and 
committee meetings held during the period from the date of 
incorporation on 27 October 2005 to 31 December 2006 together 
with individual attendance by Board Members at those meetings.

 Board Audit Remuneration
  Committee Committee

JD. Hambro 8 3 2
ML Jones 8 – –
IR Watson 8 – –
ST Gee 8 3 2
RS Mully 5* 2* 1*
Number of meetings during  
the period 8 3 2

*  Five Board meetings, two Audit Committee and one Remuneration Committee 
meetings held since appointment to the Board on 1 May 2006.

The Board has the following Standing Committees:

Remuneration Committee
The Remuneration Committee comprises JD Hambro (Chairman), 
ST Gee and RS 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 38 to 40.

Audit Committee
The Audit Committee comprises ST Gee (Chairman), JD Hambro 
and RS Mully. Senior representatives of the external auditors, 
Executive Directors and senior management may be invited to 
attend the meetings. The committee reviews Hansteen’s external 
audit arrangements including the independence and objectivity of 
the auditors and the level of non-audit services, internal controls 
and the merits of establishing an internal audit function. Given the 
size of the Group and the close involvement of the Joint Chief 
Executives, the Committee do not believe that an internal audit 
function is merited at this time. The Committee also reviews the 
interim and full year financial statements prior to their submission 
to the Board, the application of the Group’s accounting policies and 
any changes to financial reporting requirements.

The terms of reference of the Remuneration Committee and of the 
Audit Committee are available for inspection.

Internal Control
An ongoing process for identifying, evaluating and managing  
the most significant risks faced by the Group has been in place 
throughout the period and up to the date of approval of the annual 
report and accounts. That process which accords with the Turnbull 
guidance and the Board’s review of that process is set out below. 

Corporate Governance
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The Directors acknowledge their responsibility for the Group’s 
system of internal controls, including the review of its effectiveness 
and suitable monitoring procedures, in 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. 

The Directors have reviewed, as part of the year-end procedures, 
the effectiveness of the system of internal control for the period 
under review and up to the date of this report, the key element of 
which is a 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 identified in 
a risk register. At each Audit Committee, the risk register is 
reviewed and updated where appropriate and reports received from 
the executive on control procedures, and any areas for improvement 
are agreed for subsequent action.

This process is supported by:

Management structure
There is a clear organisational structure with well-defined lines of 
reporting and responsibility.

Financial reporting 
There are management reporting disciplines including performance 
monitoring and profit and cash forecasting.

Investment appraisal
The Group has a clearly defined framework for capital and 
development expenditure and subsequent on going appraisals.

In addition, the key internal controls include regular meetings of 
the Board and Audit Committee whose overall responsibilities are 
set out above.

Going concern
After making appropriate enquiries, the Directors have a reasonable 
expectation that the Company has adequate resources to continue 
in operational existence for the foreseeable future. For this reason, 
they continue to adopt the going concern basis in preparing the 
financial statements.
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This report has been prepared in accordance with the Directors’ 
Remuneration Report Regulations 2002. The report also meets the 
relevant requirements of the Listing Rules of the Financial Services 
Authority and describes how the Board has applied the Principles of 
Good Governance relating to Directors’ remuneration.

As required by the Regulations, a resolution to approve the report 
will be proposed at the Annual General Meeting of the Company  
at which the financial statements will be approved.

The Regulations require the auditors to report to the Company’s 
members on the ‘auditable part’ of the Directors’ Remuneration 
Report and to state whether in their opinion that part of the 
report has been properly prepared in accordance with the 
Companies Act 1985 (as amended by the Regulations). The 
report has therefore been divided into separate sections for 
audited and unaudited information.

Unaudited information
a) The Remuneration Committee (the ‘Committee’)
The Committee, which is constituted in accordance with the 
Combined Code, comprises JD Hambro (Chairman), ST Gee and 
RS Mully. The Committee meets regularly and no less than twice  
a year to consider and establish or recommend to the Board, 
Company policy and the remuneration of the Executive Directors. 
In addition, the Committee also administers the Company’s long 
term incentive plan and share option scheme.

b) Remuneration Policy
In determining an appropriate remuneration policy for Executives 
the Committee’s objective is to attract, retain and motivate 
experienced and high calibre individuals, who are committed to 
achieving the Company’s corporate goals and achieving consistently 
high performance in its sector.

In implementing the policy, the Committee takes into account 
remuneration packages available within other companies, including 
property companies, comparable to Hansteen, as well as the Group’s 
overall financial performance.

The remuneration of the Non-Executive Directors is determined by 
the Board within limits set out in the Articles of Association.
There are four main elements of the remuneration package for 
executive directors:

basic annual salary and benefits;
 annual bonus payments, which cannot exceed 100% of  
basic salary;
long-term incentive plans; and
pension arrangements.

The Company’s policy is that a substantial proportion of the 
remuneration of the Executive Directors should be performance 
related. As described below, Executive Directors may earn annual 
bonus payments of up to 100% of their basic salary together with 
the benefits of participation in long-term incentive plans.

Executive Directors are not entitled to accept appointments outside 
the Company without the prior written consent of the Board, such 
consent not to be unreasonably withheld. 

c) Remuneration of Executive Directors
The remuneration packages for the Executive Directors include the 
following elements:

•
•

•
•

i) Basic Salary and Benefits
 Basic salaries for Executive Directors and other senior executives are 
reviewed by the Committee normally annually or otherwise on 
promotion having regard to competitive market practice and also to 
Group and individual performance. Current benefits include the use 
of a company car, medical insurance and life assurance cover and 
permanent health insurance cover.

ii) Annual Performance Related Bonus
 The Executive Directors are entitled to a performance-related 
bonus each year based on criteria set annually by the Committee  
to reward excellent financial performance and the achievement of 
strategic objectives that would meet the expectations of investors  
as at the beginning of the year.

 The maximum amount payable to the Executive Directors in any 
one year is 100% of their salary.

 Currently up to 50% of salary is payable to the Executive Directors 
as a bonus assuming the pre-tax profits in the year exceed budgets. 
Additionally up to 50% of salary is payable to the Executive 
Directors as a bonus assuming the Committee considers that the 
strategic objectives for the year have been achieved.

iii) Long Term Incentive Plans
The Executive Directors are entitled to a bonus payment linked  
to Company performance. The bonus payable will depend on the 
Company’s NAV growth per share exceeding a compound growth 
rate of 10 per cent per annum (‘Target NAV’) in the four years 
ending on 31 December 2009. For the purposes of the incentive 
scheme NAV is taken to be the fully diluted EPRA NAV 
definition. To the extent that NAV per ordinary share (including 
dividends and other returns to shareholders) exceeds Target NAV 
per share, 12.5 per cent of such excess multiplied by the number of 
ordinary shares in issue on 31 December 2009 will be payable to 
each of the Executive Directors as a bonus. This bonus scheme will 
be repeated to reward performance in each subsequent three year 
period commencing on 1 January 2010, with the relevant dates for 
determining the figures to calculate the bonus altering to accurately 
reflect each three year period. This additional bonus will be payable 
to the Executive Directors subject to 50% of such sum (after 
payment of all income tax and national insurance contributions) 
being satisfied by the subscription or purchase of ordinary shares  
as soon as practicable after payment of such bonus is made. 

It is intended that the Long Term Incentive Plan be amended 
following approval by the shareholders at the Company’s Annual 
General Meeting, so that any payment payable is satisfied in full  
by the issue of ordinary shares of the Company to any relevant 
executive director, rather than in cash. The Committee believes 
that this change more clearly aligns the interests of the Executive 
Directors with those of the shareholders and furthermore, the 
accounting implications of continuing with a cash based scheme 
may affect the ability of the board of the Company to sustain the 
dividend yield growth expected to be paid to the shareholders.  
The price per share to be used when determining the number of 
shares which an Executive Director is entitled to pursuant to the 
amended Long Term Incentive Plan shall be the average mid-
market quotation for such shares on AIM for the first 20 dealing 
days immediately following the end of the relevant period (being 
the period ending on 31 December 2009 and thereafter each 
subsequent three year period commencing on 1 January 2010). 

Report of the Remuneration Committee
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Total Shareholder Returniv) Pensions
The Company makes contributions equivalent to 16% of their  
basic salaries to the self-administered pension fund of the  
Executive Directors.
 
d) Performance Graph
The following graph shows the Company’s performance, measured 
by total shareholder return, compared with the performance of  
the FTSE All Share Real Estate Index also measured by total 
shareholder return. The FTSE All Share Real Estate Index has been 
selected for this comparison because it is the index against which 
the Group’s performance can best be compared.
 
e) Directors’ Contracts
It is the Company’s policy that Executive Directors should have 
contracts with an indefinite term providing for a maximum of one 
year’s notice. However, it may be necessary occasionally to offer 
longer notice periods to new directors.

The service contracts of IR Watson and ML Jones are both dated 
22 November 2005. Both Directors’ contracts continue until 
terminated by not less than twelve months’ written notice. In the 
event of termination by the Company, the Directors’ contracts 
provide for compensation in lieu of notice of an amount equal  
to the basic salary and other contractual entitlements over the 
immediately preceding twelve month period (excluding the long 
term incentive plan), and shall be subject to deductions for income 
tax and national insurance contributions as appropriate.

The Non-Executive Directors each have specific terms of 
engagement and do not have service contracts with the Company. 
The Directors are subject to retirement by rotation and 
reappointment at the Annual General Meeting.

The remuneration of Non-Executive Directors, including the 
Chairman, is determined by the Board as a whole.

 Messrs ML Jones and RS Mully will retire and submit themselves 
for re-election at the forthcoming Annual General Meeting.
 
Audited information
a) Aggregate Directors’ Remuneration

   Period from
   6 October
   2005 to
   31 December
   2006
   £’000

Emoluments  b) 903
Money purchase pension contributions c) 69
Total   972

Total shareholder return

Total shareholder return is calculated based on share price growth with dividends reinvested.
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b) Directors’ Emoluments

       Period from
       6 October
    Performance   2005 to
  Basic Car related Benefits  31 December
  salary allowance bonus in kind Fees 2006
  £’000 £’000 £’000 £’000 £’000 £’000

Executive Directors
ML Jones  216 2 200 32 – 450
IR Watson  216 20 200 17 – 453
      
Non-Executive Directors      
JD Hambro  – – – – 54 54
ST Gee  – – – – 27 27
RS Mully  – – – – 17 17
Total  432 22 400 49 98 1,001

Benefits in kind represent the deemed monetary value of the use of company cars, health care and life insurance provided by the Group. 

The fees of Mr ST Gee were paid to Wallace Clifton Limited.

c) Long Term Incentive Plan
The committee reviewed the potential liability of the Group to payments which would fall due under the current four year long-term 
incentive plan which is due to end on 31st December 2009. Projections for the Group were reviewed using the existing internal budgets 
and the proposed investment programme. Using assumptions of current interest rates, current exchange rates and current property yields  
no liability under the scheme would arise.

d) Directors’ Pension Entitlements
The Group made contributions of £34,667 to the self-administered pension fund of Mr IR Watson and contributions of £34,667 to the  
self-administered pension fund of Mr ML Jones.

This report was approved by the Board of Directors on 16 March 2007 and signed on its behalf by

JD Hambro
16 March 2007

Report of the Remuneration Committee continued
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Business Overview

Financial Statements

Corporate Governance

Hansteen will focus on providing its investors 
with consistent, high and realised returns. This will 
be achieved through acquisitions of properties over 
time to create a high yielding property portfolio  
in Continental Europe, combined with other  
more opportunistic and management intensive 
acquisitions which, whilst lower yielding, should 
provide greater capital growth potential.

£145.6m
Property portfolio

3 pence
per share
Dividend

£22.1m
Pre-tax profit

114 pence
per share
NAV
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