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Davidson Buliding, Covent Garden, W(2, a recently

The imagies featurad in this annual report are of the
completed redevelopment by Derwent Valley.
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Derwent Valey is a commercial property investor
focused on Central London. The group invests
not only in the West End but also in those newly
improving locations where it perceives future
value. The portfolio is balanced between
income-generating properties, and opportunities
for refurbishment and redevelopment. The board's
strategy is to add value to buildings and sites
through creative planning, high quality architectural
design and enterprising lease management.
Through this, the aim is to deliver an above
average annualised total retum to shareholders.
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Financial highlights

Net revenue from properties

Profit before taxation
Adjusted”
FRS 3

Eamings per share
Adjustec
FRS 3

Dividend per share
Net assets per share
Adjusted

Basic

Total retum

Gearing

Balance shest
Frofit and loss

*exciuces the profit or loss on disposal of investments and the exceptional cost of the possible offer for the group.

% Increase/
2003 2002 {decrease)
£41.5m £41.9m (1.0)
£16.2m £17.4m 6.9)
£17.1m £15.4m 11.0
26.62p 25.50p 4.4
27.69p 21.68p 277
11.40p 1C.40p 0.6
920p 982p 6.3)
898p 963p 6.7)
(5.2%) (2.7%)
63.2% 58.0%
1.87 1.86




Five year review

Adjusted net Dwidend pershare  Total reium
assets per share pence %

Net revenue Adjusted profit Adjusted eamings
from properties before taxation per share

£m Zm pence
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Chairman's statement

Results and valuation

Excellent progress has been achieved
during 2003 in reducing the group's level

of vacant space. Our success in letting over
29,800m? demonstrates cur ability 1c make
lettings in a testing market and endorses
the distinctive product that Derwent Valley
cregles,

As the year progressed, sentiment
improved and demand for space
increased, particularly in the West End.
This underpinned rental levels and caused
values to stabilise. Consequently, the
adjusted net agset value per share, which
declined 7.7% in the first half from €82p

to 90Bp per share, recovered to 920p per
share by the year end, an overall decrease
for the year of 6.3%. Adjusted profit before
tax was reduced from £17.4 million to
£16.2 millon as a conseguence of the
slower letting market in the first half and
costs associated with letting fransactions.
However, FRS 3 profit before tax increased
by £1.7 million to £17.1 million from

215.4 millon last year.

At the year end, the group's investment
portiolio was revalued at £812 .1 million,

a reduction for the full year of £34 milion
before the UITF 28 adjustment of

£5.6 million. In the first half, the vaiuation
aecrease refliected the difficult letting market
that existed during that period. However,
the second half saw strong latting activity
across the portfolio including in the City
borders, and with rents in the West Endno
longer under downward pressure, there
was a valuation uplitt of £4.4 million after
adjusting for second half disposals.

Those investment properties which were
held throughout the full vear fell in value by
4.7% compared 1o a decrease of 3.5%in
the previous year. As expected, the West
End and its vilages were more rasilient than
the City and its berders. Proparties in the
West End, which comprise 73% of the
portfclic, fell in value by 3.6%. Focusing cn
specific areas, there was a minimal decline

of 0.2% in the value of our Covent Garden
and Soho properties which benefited from
the letting activity at Tower House and the
first revaluation of the Davidscn Building,
following completion of its redevelopment
during the year. Similar results were seen
with the Belgravia holdings. However, North
of Oxford Street, where a number of
properties were emptied as a precursor to
future schemes, values declined by 6.4%.

The balance of the pertfolio, mainly located
in the City's borders, fell in value by 8.0%
overthe year. This contrasts with the 10.5%
reduction in the first half, the recovery being
due to the lettings made at Qliver's Yard and
the Tea Building.

Dividend

The directors propese a final dividend of
8.10p per share, which would give a total
forthe year of 11.40p. This is an increase
of 9.6% from last year's payment. The final
dividend will be paid on 9th June 2004

to shareholders on the register on

14th May 2004

Review of the year

Sharehclders will be aware that, during

the year, the board received and rejected
an unsolicited takeover approach from
Winten Limited, a private company based

in Gibraltar. Winten indicated that it was
interested in acquirng Derwent Valley at

a price of 800p per share subject o a
number of conditions, which included

your beard's recommendation. ts proposal
was based cn the group's *triple net asset
valug”. This figure is calculated by deducting
from the published net asset value both

the potentiai capital gains tax liability and the
fair value adjustment in respect of financial
instruments, such as leng term deot. Inyour
board's opinicn, this is a tetally inappropriate
method by which to value Derwent Valley.
The two most apparent reasons are,

firstly, that it faiis to recognise the value and
potential inherent within the group's property
portfolio and, secondly, that in an cngoing
business, neither adjustment is likely to
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Chairman’s statement

wholly crystallise into a real liabiiity. In
summary, your board felt this approach
was an attempt to buy your company
‘on the cheap”. On 12th January 2004,
Winten anncunced that it would nct be
making a formal offer for the group.

The property investment market continued
to be highly competitive during the year.
Nevertheless, we succeseded in adding
anumber of properties 1o the portfolic.

In addition to the Islington Estate, purchased
for £39.4 million in the first half, we acquired
Portokello Dock and Kensal House,
London, W10, which is close to cur existing
holdings in Paddington, for £10.8 million
and, south of the River Thames, we bought
Wedge House, Blackfriars Road, SE1

for £3.1 millicn. Both properties iliustrate
the group’s dual acouisition strategy of
buying into locations early and identifying
buildings where a disconnection can be
seen between the property's price and

the value that can be created, To preserve
the group's ability to act quickly when such
opportunities arise, we are consistent
recyciers of capital when value has been
added and mature investments created.
Therefore, disposals of £76 million of

such properties have been made. Capital
expenditure of £23 million was incurred
during the year on a number of projects,
details of which are included in the property
review. A furtner £31 milion is budgeted

for the current vear when the principal
scheme will be at New Garden House,
Hatton Garden, EC1 where a decision to
implernent a valuable planning pemission
has been made. This scheme will be
completed in 2006.

Prospects

There has been considerable commentary
onthe anticipated introduction to the

Unitea Kingdom of a tax transparent
investment vehicle similar to the real estate
investment trusts found in the USA,

Asia and a number of European countries.
This will offer prospects of lower tax and
increased dividends and undoubtedly
make the property secior more attractive

to investors. However, it will only be possible
o assess the precise impact of the new
regime on Derwent Valley's business model
once the full details have been published.
At that time, your board will decide on the
most appropriate response in order 1o
enhance shareholder value.

After two difficult years, during which
management has responded resolutely
and successiully to both economic and
market challenges, we are confident that
a retum o growth in our key West End
market is close at hand. Derwent Valley
owns an enviable portfolio of properties
that has been strategically assembled in
one of the most sought after investment
locations in the world — Central London.
Moreover, the portfclio contains numerous
and diverse opportunities from which your
management team will continue 1o create
value for shareholders.

J.C. lvey
18th March 2004




Creative solutions maximise potential and add value

Property review

Overview

Cerwent Valley had & busy and productive
year pursuing the core activities associated
with actively managing a portfclio. The key
achieverments in what has been a difficult
Central London office market include:

» Atotal of 79 letlings comprising
29,800m? at an annualised rental of
£7.7 million per annum.

+ 26,000 of refurbishments completed
with 10,900m? of this space already let
by the year end.

» 26 lease renewals concluded and
26 rent reviaws settled.

« A significant planning permmission
obtained at New Garden House, Hatton
Garden for a 15,400m? scheme.

« Completion of feasibility studies on
Hb-65 North Wharf Road, Paddington
and the submission of a planning
application for a substantial new
developrnent.

+ Acquisition of 45,800m? of new
investment properties with refurbishrment
and redevelopment potential at a cost
of £69 million.

« £76 million of disposals, achieving a
suplus above book value,

= £23 million spent on refurbishment and
redevelopment.
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Pertfolio strategy and performance
Derwent Valley's business model is

based on the ownership of a Central
London commercial pertfolio that, through
active management and refurbishment,
delivers rental and capital appreciation.
Qur operational strategy has three
constituent parts:

< Acquirng properties in improving
locations, which are let on short to
medium term leases and characterised
by low capital values and rental levels.

+ Adding value through lease
management, pianning enhancement
and refurbishment/redevelopment.

+ Disposing of those properties where
further opportunities for our active
management approach are limited.

Over the last five years the portfolio has
grown from £472 million to £812 milion,
and from 186,000m? to 244,200m? of

flocr space. During this pericd, as illustrated
by the net investment graph on page 19,
we have made £333 million of acquisiticns,
£280 million of sales and undertaken

£144 milion of capital expenditure.

We have assembled a portfolio,
concentrated in the West End and

its villages, with current and future
opportunities for asset growth. There are
approaching 500 tenancies, a varied lease
length profile and a broad tenant base.
The rental income is well spread, avoiding
a dependence on a few principal tenants.
The group's average lease length, after
agjusting for potential tenant break cpticns,
is 7.7 years, which is consistent with our
preference for acquiring properties with
shorter lease profies and disposing of
those that have been improved and lat

on lenger leases. During 2003 the number
of properties increased from 48t0 77,
principally through the purchase of 39
properties from the London Borough

of Islington. A number of the smaller

preperties from this acquisition have since
been sold and this will continue, until

we retain the core properties that have
refurbishment/redevelopment potential,

QOur strategy of constantly recycling capital
through disposals maintains the portfolio’s
reversionary and growth prospects.
Overal, the porticlio's average passing rent
is £255 per m?, rising to £275 per m? for the
West End properties. Leoking forward,
these levels provide an excellent foundation
for rental and capital growth, inwhat is
envisaged to be an improving Central
London market. At the year end, the
annualised contracted rental income,

net of ground rents, was £48.6 million,

with a rental vaiue, as assessed by the
external valuers, of £63.3 million.

This potential £14.7 milion of reversion

is derived from £10.8 milion of income from
letting vacant space and £3.9 million from
the rent reviews and lease reversions due
over the next few years. Based on this
income, the porticio's initial vield was

6.0% rising to 7.7% at full reversion.

Even with the decline in rental values over
the last couple of years, there is only a
small element of over-renting within the
portfolio. This eguates to only £2.6 million
or 5% of the contracted rental income

and further ilustrates our ownership of

a portfolio with potential.




Portfolio statistics and performance

Valuation Number ¢l Vacant
Vallation Weighling perfomance” properties Floorarea  acoommaodation
£mn % % ¥ e
West End
Central 4905 62 3.7 31 109,400 15,900
Quer 91.8 11 3 18 41,700 4,700
591.3 73 {3.6) 49 151,100 20,800
City
Central 50 il (19.6) 1 2,100 800
Cuter 215.8 26 {7.6) 27 91,000 26,500
220.8 27 8.0 28 93,100 27,300
Total portfolio
2003 812.1 100 (4.7) 77 244200 47,900
2002 8319 100 (3.5) 48 220,200 5B,700
*properties held throughout the year and excluding the £4.2 millicn development property.
West End
Central: Belgravia, Mayfair, Soho, Covent Garden, Victoria, Neho, King's Cross
Outer: Camden, Isiington, Paddington
City
Central: Core
Quter: Clerkenwell, Holbom, Shoreditch, South Bank and borders
Met Vacant Rent review Forticlo
confractual accommudation and lease estmated Average
rental income Average rental vaiue TEVErSIons. rental value unexpired
pEr annum rental income per annum PEr annium PEr anmum leass lenglht
£m Lperm? £m £m £m Years
West BEnd
Central 291 320 48 32 37.1 8.2
Outer 58 160 0.5 0.4 6.7 11.3
34.9 275 53 3.6 43.8 8.8
City
Cenitral 0.3 280 0.3 (0.1} 0.5 54
Outer 13.4 210 52 0.4 19,0 5.1
13.7 210 558 0.3 19.5 5.1
Total portfolio
2003 48.6 255 10.8 3.9 63.3 7.7
2002 44.8 280 15.7 9.6 70.7 8.0
tlease length weighted by rental income and assuming tenants break at first opporturity.
Rental upift Rental
DET annum per annum Yigldd
£m £m %
Portfclio vields
Year end contractual rental income, net of ground rents 48.6 6.0
Letting 24,900m? vacant accommodation avaiable at year end 6.3 8.7
Completion and letting 23,000m? of refurbishments 4.5 7.2
Arvicipated rent review and lease renewal reversions 3.9 7.7
Portfolio reversion 14.7
Potential portfolic rental valus 63.3 7.7

thased upon the vear end valuation of £812.1 milicn and adjusted for cosls 1o complete conmenced projects.
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Portfolo management

Qur major priority for 2003 was to minimise
the level of vacant space. This was
achieved. Over 29,800m? was let, which
included 16,700m?2 or 72% of the space
available for letting at the beginning of the
vear. The momentum increased during the
course of the year, with 12,000m2 let in the
first nalf anc 17,800m? in the secend half,
By comparison, lettings were 11,700m?in
2002 and 5,500m? in 2001,

Principal lettings incluoed those at Oliver's
Yard on the City borders, The Courtyard in
Soho, Tower House in Covent Garden and
the recently compiated 8 Greencoat Place
in Victoria. The success of these lettings is a
conseguence of the Derwent Valley design
led brand and cur experience in anticipating
tenants’ varied requirements. We continually
invest in the buildings t¢ enhance their
prcfile, through refurtishing entrances

and commen areas, and infrastructure
improvenent.

We aim to be seen as the preferred
landlord by offering good value to tenants,
with well planned, stylish contemporary
space at affordable rents. This reputation
is enhanced through communication,
marketing and tenant services. As an
example, in the autumn we launched
DVO1, the first issue of our biannual
newsletters. This source of information
covers our refurbishment and development
philosophy, the space we have available,
and future schemes.

Additionally, DerwentXtra, a tenant-focused
marketing initiative was launched in 2003.
This involves fitting out suites in refurbished
tuildings such as Tower House and The
Courtyard to show how the space planning
could work 1o heip prospective tenants in
their decision making. This co-ordinated

fit out service is intended to save inccming
occupiers both time and cost.

A key feature of our business is managing
vacant space. The average vacancy rate
over the last five years was 17% of the total
floor area but this falls to only 6% if space
actually avaiiable for letting is measured.
The group’s business model is based on
having a supply of schemes. Consequently,
we will usually have a high vacancy level in
comparison with peer companies. At the
year end, there was 47,900m? of vacant
space compared to b6, 700 last year,

a decrease of 16%. Of this total, 24,900m?
was available for letting. This inciuded a
number of schemes completed during the
year such as the Davidson Building
{2,850m3), a phase of the Tea Building
{7.650m?) and Berkshire House (2,100m3),
The available space at year end
represented 10.2% of the total floor area

or 9.9% of the portfolio's estimated rental
value. Since the year end, 4,500m? of the
available space has been let. Space under
refurbishment or identified for refurbishment
was 23,000m? and included 7,300m?2 from
the recently vacated Birkbeck College and
part of New Garden House, These were
planned lease expiries and provide the
next generation of schemes.

In addition to securing new rental income,
26 rent reviews were settled during the
year, increasing an annualised income
from £4.2 million to £5.6 million, an uplift
of 33%. We work closely with our tenants
to retain them and 26 lease renewals were
concluded. Also, a number of lease
restructures were cecmpleted in order to
improve the investment or 1o enable fuiure
schemes. Progress at North Wharf Road
ilustrates this, with leases restructured to
contain break clauses in 2008, thus
allowing for future redevelopment.




Portfolio activity

Principal lettings
1 Olver's Yard, EC2

Tower House, WC2

The Courtyard, Sutton Row, W1
135~1565 Charing Cross Road,
WC2

Tea Building, £1

Tea Building, &1

Greencoat and Gordon House,
Swi

8 Greencoat Place, SW
25 Savile Row, W1

Barkshire House, WC1

Principal rent reviews
Telstar House, W2
Fulcrum House, N1
2732 King Street, WC2
Greencoat House, SW1
Micdlesex House, W1

Viacant
accommaodation

Approximale Rental Headiine
netama  perannum rental  Commenls
e £m £ per me
6,600 1.70 20  Fivelettngs: Sage Pubications, Anshen Dyer,
Skidmore Owings & Menil, Intemational Tanker
Owners Poliution Federation and CPA
Management Systemns.
2,810 1.00 375  Three lettings: Dearle & Henderson, Brake
Bros and Scott Brownrigg.
1,860  0.69 A7E  Two letlings: Google UK and Link Asset
and Securities.
1,000 0.44 44() Fourretal lettings: Sainsbury's, Caffé Nero,
William Hilland Porta Via.
4,120 0.44 110  Threefloors Istto Mother on a rising rental.
2,460 0.26 110  Various small suites let.
1560 (.49 325 Fourlettings: Scott Wikson Kiatrick, Powers
Tumer, Inco Europe and Greenwich Burope,
1,100 028 325 Twofloors ietto Scott Wikson Kirkpatrick.
Q25 0.43 485  Afloor and a haif iet to Bank Hapoalim on
2rising rental.
478 0.15 325  Afioor et o Property Market Analysis,
830C 200 240 London Underground's review concluded to
show a 26% uplift.
3900 085 260  Serna’seniewconciuded toshowan 84% uplit.
270 018 B510  Tworstail reviews settied,
1435 042 205 Fivereviews concluded.
700 0.19 O75h  Three reviews settied.

Profile of occupied
floor area
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Refurbishment and redevelopment

During 2003, the Davidson Building,

anew award winning office and retail
building in Covent Garden, was completed.
This 3,900m? project, which is featured
throughout this report and accounts,
demonstrates the all rcund strength of

our approach. We acquired the original
income producing building in 1997 and
subseaguently restruciured the leases o
obtain possession in 20C1. Simultanecusly,
we designed a new retail and office building
behind a retained facade, working closely
with our architects and engineers to achieve
planning consent. A technically innovative
design preduced an architecturally
distinguished, high specification bullding

in a relatively restricted planning context.

As aresult, the building won the 2003
IAS/OAS Property Week award for the best
Central London office development, The
project has been successiul with the retall
unit let to Sainskury’s and three of the five
office floors let since the year end.

A different approach is enabling us to
progress a low cost refurbishment of the
Tea Building in Shoreditch, while retaining
long term redevelopment oppertunities.
The project illustrates an inventive and rapid
response to changes inthe market. An
criginal scheme was adapted to provide
lower cost, flaxibie offices, galleries and
studio gpace in this prominent 20,000m?
building, lccated on the edge of the City
near Broadgate. The catalyst to establishing
this building as an imporiant media and
design complex was the pre-letting of
4,100m? to cutling edge advertising
agency, Mcther. The balance of the space
is being refurbished to provide smaller
suites and letting is progressing well,

Crther refurbishment projects completed
curing 2003 included 8 Greencoat Place,
Victoria and Berkshire House, Holoom.,

Asset evaluation is a constant element
of our refurtishment and development
process, enabling us to programme

the delivery of space 1o the market.

The difficult market of the last two years
has not deterred us from appraising our
holcings and investigating future opticns
while at the same time completing
existing schemes.

During the year, an important planning
consent was obtained at New Garden
House, Hatton Garden. Since acquiring
this 8,700m? income producing building
in 2000, time has been spent improving
the planning ratios and working up a
redevelopment scheme to extend into
the under-utilised courtyard. Permissicn
has now been obtained for 13,700m? of
offices and a 1,700m? residential building.
Thisis a 77% increase in existing floor area.
Censtruction is expected to start during
2004, with completion in 2006, when an
improved letting market is anticipated.

At North Wharf Road in Paddington Basin,
we have recently submitted a planning
application 1o redevelop the existing
7,800m? leasehold building, which

i8 located in the heart of this highly
successiul regeneration area. The
application is for a significant office and
residential development of approximately
34,000m?, Negotiations with Westminster
City Councll continue and the earlisst start
would be in 2008. In the meantime, the
building remains income producing.

As reported at half year, Telstar House, cur
other Paddington holding, was recently fire
damaged. This 8,300m? building, which is
iet to London Underground until 2018,
was fully insured and the rent remains
payable. We are reviewing our options
while the extent of the damage is being
assessed. Thase include possible
redevelopment with a more modemn

and efficient building of a similar size.

A planning application for a new building
has been submitted as part of this study.



Refurbishment and redevelopment

Current projects

Holbom

New Garden House,
78--83 Hatton Garden, EC1

City borders
Tea Buiding,
Shoreditch High Street, £1

Nohio
Binkbeck College,
7-15 Gresse Street, W1

Morley House,
314-322 Regent Streat, W

Soho
135-155 Charing Cross Road,
WC2

City
2732 Old Jewry, EC2

Future projects
Paddington
556--65 North Wharf Road, W2

Portobelio Dock and Kensal House,

Laclbroke Grove, W10

Ho:bom
40-43 Chancery Lane, WC2
andd 20-21 Tooks Court, EC4

Islington
Balmaral Grove Buildings, N1

Noho
1619 Gresse Street, W1

Holden and Dumbarton House,
54-68 Oxford Street, W1

Clerkenwell
2026 Rosebery Avenue, EC1

Kirgs Cross
122128 Pentorwille Road, N7

City borders
20 Leonard Street, EC2

Estimated
Proposed  Expecled Cost to
netarse  complgtion  complete Commenis
m? £m
15,400 Mar (06 20,9 Work shortly to commence on this 13,700m?
office and 1, 7007 residential project,
4750 AprO4 1,7  Folowing good letting progress at this
20,000me building, further space is under
refurbishrment to provide office/studio units,
4100 Jul 04 3.2  Refurbishment of this self-contained
educational buikding,

800 Sep (04 (0.3 Initial phase of rolling refurbishment to
eriarge the office fioor plates and provide
anew entrance.

750 Apr04 1.0  Final phase inthis §,900me building, which
includes relocation of the office entrance to
create adiditional retall space.

600 MarQ4 0.9 Ralling office refurtishment and
entrance upgrace.

26,400 37.0
Easlingarca Comments
me

7,800  Medium term redevelopment potential.
Planning application submitted for an office
and residential development of 34,0000z,

4,600 Feasibiity studes underway to improve and
axtend this caral side office complex.

5,700  Medum term redevelopment or
refurbishment opportunity.

3,200  Apredominantly single storey industrial
estate, Inftial planning studies indicate the
potertial for a substartial mixed use scheme.

3,100  Planning application submited for a
4,700m# new office development,

The building is being let short tarm,

2,300  Final phase to include Dumbarton House
office refurbishment and connection with
Halden House entrance. In addition, possible
retail extension,

2,300  Potential to rationalise and extend
existing buildings.

500  Single storey industrial units with the patential
for a mixed use scherme.

Sitewith planning parmission for 4,500me office
development. Altemative use being exgiored,

29,600
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Acguisitions and disposals

Acouisitions supply our future refurbishment
and redevelopment programme, while
disposals ensure that management
energies are directed only towards those
properties with growth patential. Both
activities are fundamental tc owning a
portfolic with a high proportion of inherent
cpportunities. Despite the generally weak
cffice letting market in 2003, the investment
market remained strong, which meant that
making acquisitions at realistic prices

was difficult, However, we were still able

to make a number of purchases that were
compatible with our buying criteria.

QOur principal purchase during the year
was a £39.4 milion pertiolio of 39
commercial properties from the London
Borough of Islington. Our reputation as
specialist property managers contributed
o us winning preferred didder status.
The portfolio offered numerous
opportunities for improvement and we
are currently bringing the various lease
structures up to date and exploring the
planning potential on the many under-
utllised buiidings. A numiber of properties
were identified for early sale and nine
disposals were made by the year end,

Other purchases incluced an office
complex off Ladbroke Grove and Wedge
House in Scuthwark, Portobello Dock and
Kensal House, Ladbroke Grove, are let
short term and occupy two interesting sites
either side of the Grand Union Canal. There
are early opportunities 1o enhance the value
inherent in this property, which has low site
coverage and is in an improving location.
The recent softening of rents enabled us

to acquire Wedge House which is let to the
Govemment urtil 2008, This property offers
opportunity for lease management and
possible medium temm redevelopment.

The buoyant investment market has
enabled us to make oppertune sales of
those properties that have been through
the Derwent Valley refurbishment ana
management process, and now offer the
group limited growth prospects. The sale
of Panton House, Haymarket in December
was a good example. Having bought the
building in 1989 for £5.1 million, we
undertock a ccmprehensive refurbishment
atacostof £7.1 million and completed the
re-letting before it was sold for £17.5 million,
before costs.

J.B. Bums
18th March 2004



Acquisitions and disposals

Approximate
netarea
m2

Comments

Acquisitions

59 milion of Central London acquisitions, reflecting a net initial vield of 5.7%.

lslington Estate 37,600
Wedges House, 30-40 Blackfriars Road, SE1 3,600
Portobelio Dock and Kensal House, 4,600

Ladbroke Grove, W10

A portfolic of 39 properties, let off low rents
with active management and redevelopment
opportunties.

Afreenold offica building let to the
Govemment untl 2008, A medium term
refurbishiment or redevelopmeant opnorLINnity.

Afrechold waterfrort office complex ket short
term ta Virgin Records. Located in an improving
area ard noccupying an under-utiised ste.

45,800

Dispcsals

Thirteen properties sold for a net £76 million at an exit yvisld of 7.0%.

21 Grogvenor Place, Sy 5,200  Refubishment and letting programme
completed.
Exrnouth House, Exmouth Market, EC1 5,000  The buiing was subject to arcting
refurbishrment over a number of years.
20 Red Lion Strest, WC1 2,700  Head lease re-geared and buiding
refurbished and let.
Partton House, 25 Haymarket, SW1 2,700  Extensivarehurbishment and extension,
recently compieted and the buiing re-let.
Islington Estate 8,700  Nneproperties.
24,300
Net investment Value of portfolio
by tenure

Portobela Dock, W10

Wedge House, 8E1

Rosebery Avenus, EC1
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Rental income analysis

Profile of rental
income bands

Profile of rental income expiry

Profile of tenant business sector




PrincCipal properties

£30 million and over — 44% of portfolic
135-155 Charing Cross Road, WC2
and The Courtyard, Sutton Row, W1
Covent Garden Estate, WC2:
190-26 and 19a Floral Street
26 and 27--32 King Street
34 Rose Strest
CGreencoat and Gordon House, Francis Street, SWi
1-3 Grosvenor Place, SW1
4 Grosvenor Place, SW1
Holden and Dumbarton House, 54—-68 Oxford Street, W1
New Garden Houss, 78--83 Hatton Gardean
and 6-7 St Cross Strest, EC1
1 Oliver's Yard, EC2
Telstar House, Eastboume Terrace, W2

£20-30 milicn - 27% of portfolio

Davidson Buiding, & Scuthampton Street, WC2
Heron House, 318-325 High Holbom, WC1
Middlesex House, 34-42 Cleveland Street, W1
55-65 North Wharf Road, W2

Prermier House, 10 Greycoat Piace, SW1

25 Savile Row, W1

Tea Building, Shoreditch High Street, E1

Tower House, 10 Southampton Strest, WC2

£10-20 million - 17% of portfolio
Argosy House, 215-227 Great Portiand Street, W1
Berkshire House, 168-173 High Hotbom, WCH
40-43 Chancery Lane, WC2
and 20-21 Tooks Court, EC4
6-8 Greencoat Place, SW1
Gresse Strest Estate, W

Birkbeck College

16-19 Gresse Strest

7—-8 Rathbone Place
Jaeger House, 57 Broadwick Street, W1
Morelands Buildings, 5-27 Old Street, EC1
Morlzy House, 314-322 Regent Street, W1
Portobetio Dock and Kensal House, Ladbroke Grove, W10

Under £10 million — 11% of pertfolio

Balmoral Grove Buildings, N1

40 Bowling Green Lans, EC1

Broadmead and Westcombe Heouse, 19-23 Panton Street, SW1
91121 Caledonian Road, N1

37-42 Compton Street, EC1

28-29 Dover Straet, W1

27-32 Cld Jewry, EC2

20-26 Rosebery Avenue and 11 Wamer Street, EC1
78 StMartin's Lane, WC2

Suncourt House, 18-28 Essex Road, N1

Wedge House, 30-40 Blackiriars Road, SE1

Davelopment properties — 1% of portfolio
20 Lecnard Street, EC2

Olficas (O) Approximate
Retailrestaurant (R) net area
Industrial (1} m?
C/R 5,000
QR 6,800
O 11,100
O 7,700
O 7,300
OR 8,200
O 11,700
O/R 17,400
O 8,300
O/R 3,800
O 6,100
@] 6,000

0 7,800

O 5,800
O/R 3,800
O 20,000
OR 4,900
O 2,800
O 4,900
0] 5,700
@] 3,100
O 8,300
O/R 2,300
O/R 7,400
O/R 3,700
O 4,600
OA 3,200
O 3,300
O/R 1,600
I 5,000

O 2,800
O/R 1,400
O 2,100
O 2,300
OR 1,500
O/R 2,500
O 3,600
Site
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Resuts

The letting activity referred to in the property
review kept gross rental income moving
ahead. Year on year this added £2.6 million
with rent reviews contributing a further

1.8 million. Void space reduced income
by £4.0 milion compared with 2002. This
was virtually all due tc space that was either
under refurbishment during 2003 or was
vacated for schemes which will commence
this year, such as the one at New Garden
House. Income from acquisiticns almost
exactly replaced that lost due to disposals
so that, in total, gross rental income rose

by £1.4 millior. The cost of carrying the
vold space increased £1.1 million over

the previous year while the success in
achieving lettings meant that the associated
letting and legal fees increased by over

£1 million. As a number of the letlings were
concluded towards the end of the yeer,
2003 received little benefit from these

while the costs were fully expensed in the
year. The outcome was that with property
expenditure in total rising £1.8 million,

net rental income fell by £0.4 million.

A general rise in administrative costs and
a small increase in interest payable, due
o higher average borrowings year on
year, led to profit before tax, acjusted for
investment profits and the exceptional
costs associated with Winten's potential
bid, being reduced to £16.2 millicn
compared with £17.4 million in 2002.
The strong investment market in 2003
is reflected in the profit realised on the
disposal of investment properties. This,
despite the afcrementicned exceptional
costs, increased the FRS 3 profit befora
tax to £17.1 milicn, an uplift on the prior
year of £1.7 million.

The board has proposed a final dividend
of 8.10p per share. This gives a total for
the year of 11.40p per share, an increase
of 9.6%. The compound grewth of the
dividend over five years is now 9.6% which
compares favouralzly with that of the Retall
Price Index of 2.2%.

Net assets at 31st December 2003 were
£2477.6 million which, after adding back the
deferred taxation provision of £11.5 million,
gave a net asset value per share of G200
compared with that of the previous year of
982p. This fall in value inevitably gave rise o
a negative total retum for the year of 5.2%.
However, the group has stil achieved an
annualised five year retum of 9.9%.

Taxation

The total tax charge was £56.8 million
compared with £4.5 millicn in 2002 due

tc an increase in capital gains tax payable.
The profit and loss account bore £2.3 million
of the total while £3.5 millicn was passed
through the staterment of total recognised
gains and losses. A reconciliation cf the
tax charge is shown in note 8 which
llustrates the extent that the group benefits
from capital allowancs claims. A further
£1.3 million of deferred tax has been
provided in accordance with FRS 19,
bringing the total to £11.5 million. 1t is
difficult o justify this provision as itis
congidered unlikely that the tax will ever
become payable.

Cash flow

The group had a cash outflow of

£5.0 million in 2003. As always, the inflow
from operating activities after interest of
£11.7 millien was dominated by the capital
cashflows of acguisitions, £59.1 million,
capital expenditure, £24.0 million, and
disposals £76.5 millicn. These bring the
net investment in the portfclio over the last
five years to £187 million. The investment
continues with capital expenditure of
£31.4 milion budgeted for 2004 and
£34.1 million for 2008,
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Debt and gearing

The cash oufflow resulted in a marginal
increase in the group’s debt to £302 million,
compared with £287 million at the previous
year end. This increase, together with the
decline in net assets, resulted in balance
sheet gearing rising to 63% from 58% at
December 2002, The profit and loss
gearing (interest cover), which is of more
relevance 1o the group, aso rose from

519% to 53% year on year, Both these
measures may appear conservative but the
group’s average lease length of 7.7 years

is probably shorter than the sector average.
This itself reflects the group’s strategy of
buying short to medium tem income for
future refurbishment, and over time
disposing of the completed product.

Financing

There has been no change in the group's
financing strategy during the year, nerin

its debt facllities with the exception of the
unsecured facility used to finance the
purchase of the Islingten Estate, which
was repald in February 2004, After the
refinancings undertaken in 2001 and 2002,
there are no facililies due to expire until
2006. The group currently has £465 million
of debt faciliies which allows it 1o act swiftly
when acquisition opportunities appear.

Interest rate hedging

The only derivatives used by the group
are to protect it from the risks of adverse
interest rale moverments. Generally, the
total of fixed rate debt and that fixed
using derivatives moves within a range of
40% 1o 75% of debt, dependent on the
perceived risk to the group. At the year
end, 61% cf borrowings were either
fixed or hedged. At the same date, the
weighted average cost of debt was 6.2%.

The fair value adjusiment figure,

arising from the valuation of fixed rate
debt ana aerivatives in accordance with
FRS 13, was a negative £13.8 million
{31st December 2002: negative £17.0 milion},
equivalent to a reducticn of 18p per share
after tax (31st December 2002: 22p).
There is no cbligation or present intention
to reduce the fixed rate debt or any of

the hedging instruments other than at
normal maturity. Therefare, this amount

is unlikely to be realised.

Financial reporting under new

accounting standards

Alllisted companies in the European Union
are required to prepare consolidated
accounts under Intermational Financial
Repacrting Standards (IFRS) from

1st January 2005 with comparative figures
for 2004, While many of these new IFRS
are similar to existing UK standards, there
will be fundamental changes. Some of
these will impact particularly property
companies, for example, in the treatment
of leasehold property and capital gains
taxation, while cthers, such as those
dealing with financial instruments, will affect
companies generally, The new standards
are likely to make company results more
volatiie. Therefore, it will be more difficult
to identfy underlying business trends and
to value a business. It is perhaps ironic
that when so many stakehcloers are
calling for the annual accounts to be more
transparent, the implementation of IFRS
are likely to make them mare cpaque for
the majority of readers.




Financial statistics and performance

Five year annualised retums

Total taxation charge Gearing
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-
Group profit and loss account

for the year ended 31st Decericer 2003

Gross rental income
Group and share of joint ventures
Less share of joint ventures
Group gross rental income
Property outgoings net of recoveries
Net revenue from properties
Administrative costs
Exceptional cost of possikle offer for the group
Other administrative costs
Operating profit
Share of operating resuits of joint ventures
Profit/{loss) on disposal of investments

Interest receivable

Interest payable

Profit on orginary activities before taxation
Taxation on profit on ordinary activities
Profit on ordinary activities after taxation
Dividend

Retained profit

Allamounts relate 1o continuing activiies.

Adjusted eamings per share

Adjustment for cost of possible offer for the group
Adjustrent for disposal of investments

Basic eamings per share

Adjustment for dilutive share options

Diluted earnings per share

Dividlend per share

Total retum

The notes on pages 30 to 39 form part of these accounts.

2003 2002

Noe £m £m
482 468

0.3 0.3

479 465

) 6.4 4.6
415 419

0.7 -

6.9 6.3

339 356

0.3 0.3

3 1.6 (2.0}
358 33¢

0.3 -

4 190 185
5 171 154
8 2.3 3.9
9 148 115
10 6.1 55
23 8.7 6.0
11 26.62p 25.50p
(1.29p) -
2.36p (3.82p)

11 2769 21.68p
(0.06p) (0.04p)

11 27.63p 21.84p
10 11.40p 10.4Cp
12 (52%) (2.7%)




Balance sheets

al 31st December 2003

Fixed assets

Tangible assets

Investments

Investments in joint ventures
Share of gross assets
Share of gross liabilities

Current assets
Properties held for resale
Debtors

Cash and deposits

Creditors falling due within one year
Net current (labilities)/assets
Total assets less current liabilities
Crediters falling due after more than one year
Provisions for liabilities and charges
Deferred tax
Other provisions

Capttal and reserves — equity
Called up share capital
Share premiurn account
Revaluation reserve

Profit and loss account

Adjusted net asset value per share
Net asset value per share

J.D. Bums, Director
C.J. Odom, Director
18th March 2004

Group Company
2003 2002 2003 2002
Note £m em £m £m
14 8071 8327 0.6 0.8
15 - - 1855 18556
3.1 3.1 - —
(2.9) (2.9) — -
0.2 0.2 - -
— 5.6 — —
16 15.8 141 3655 340.8
45 - - -
20.3 207 36565 3408
17 65.3 33.4 74.6 29.3
45.00 (12.7) 2908 31156
762.3 8202 477.0 4978
18 2721 2970 2709 2954
20 11.5 10.2 - -
21 1.1 1.0 1.1 1.0
4776 5120 2050 2014
22 2.6 2.6 2.6 2.6
23 163.7 15637 153.7 1537
23 2087 2629 - -
23 1126 92.8 48.7 451
477.6 5120 205.0 201.4
24 920p  982p
D4 898p 960D

The notes on pages 30 to 39 form part of these accounts.
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Other group primary statements

for the year ended 31st December 2003

Staterent of total recognised gains and losses

Profit for financial year

Jnrealised deficit on revaluation of investment propearties
Taxation on realisation of property revaluation

gains of previous years

Total recognised gains and losses relating to the year

Note of historical cost profit and loss

Reported profit on ordinary activities before taxation
Realisation of property revaluation surplus of previous years
Historical cost prcfit on ordinary activities before taxation

Historical cost profit retained after taxation and dividends

Reconciliation of movements in shareholders' funds
Profit for financial year
Other gaing and losses relating to the vear

Dividend

Opening shareholders' funds
Closing sharehciders' funds

The notes on pages 30 to 39 form part of these accounts.

2003 2002
Note £m £m
14.8 11.6
(39.6) (27.1)
8 3.5 (08
(28.3) (16.2)
2003 2002

£m em
17.1 15.4
14.6 4.0
31.7 19.4
19.8 Q.4
2003 2002

£m £rn
14.8 15
(43.1) (27.7)
(28.3}  (16.2)
©1) 65
(34.4) (21.7)
512.0 5&337
4776 5120




Group cash flow statement

for the year ended 315t December 2003

N . 20513 2002
ote m m £m £rm
Net cash inflow from operating activities 25 30.2 41.6
Retum on investiments and servicing of finance

Interest received .2 —

Interest paid (18.7) (18.1)

Net cash outflow from retum on

investrments and servicing of finance (18.5) (18.1)
Taxation

Corporation tax paid (4.2) (9.8)
Capital expenditure and financial investment

Adaitions to properties (83.1) (50.9)

Disposal of properties 76.5 16.9

Purchase of other fixed assets 0.2) (0.3)

Net cash cutflow from capital

expenditure and financial invesiment 6.8) (34.3)
Equity dividends paid (5.7) (5.2)
Cash outflow before management
of liquid resources and financing (5.0) (25.8)
Management of liouid resources

Increase in cash on deposit (4.5) -
Fnancing

Movemeant in bark loans 28 8.9 26.0
(Decrease)/increase in cash in the year 28 (0.6) 0.2

The notes on pages 30 1o 39 form part of these accounts.
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Notes to the accounts

Accounting policies

Basis of accounting

The finarcial statements have been prepared under the historical cost convention, as modified by the
revaluation of certain assets, and in accordance with applicable financial reporting standards. Compliance
with SSAP 19 “Accounting for Investment Properties” requires a departure from the reguirements of the
Companies Act 1985 and an explanation of this departure can be found under the heading for depreciation
and amortisation. The principal accounting policies are described below.

Basis of consolidation

The group accounts incorporate the accounts of Derwent Valley Holdings plc and alf of its subsidiary
undertakings made up to 31st December, together with the group'’s share of the results of its joint ventures,
incorperating such adiustments as are appropriate, made up to a date no earlier than six menths before
31st Decamber. As pemmitted by section 230(3) of the Companies Act 1985, no profit and loss account is
presented for the holding company.

Net revenue from properties

Gross rental income arises from operating leases. Rent receivable under the terms of the leases is
adiusted, in accordance with UITF 28 “Operating Lease Incentives”, for the effect of any incentives given,
which are spread on a straight line basis up to the time when the prevailing market rent will be payable. Void
costs associated with major refurbishment schemes together with the initial letting costs of a development
are capitalised in accordance with FRS 15 "Tangible Fixed Assets”. All other costs incurred under operating
leases are charged 1o the profit and loss account as they become payable.

Disposal of properties

The disposal of both investrment and trading properties is accounted for on completion of coniract.

On disposal, any gain or loss is calculated by reference to the valuation at the last year end plus subseguent
additions in the vear.

Surrender premiums

Reverse premiums, after having first allocated an appropriate part of the premium to reinstate the premises
1o a lettable condition, are recognised in net revenue from properties at a rate equal to the gross rental
income under the surrendered lease together with any associated void costs whilst the surrendered space
rernaing vacant. Following reletting, or subject 1o there baing no further significant costs as a result of the
surrender, any residual premium is immediately released to the profit and loss account, Premiums paid

are capitalised.

Properties

i) Investment properties
Investment properties, as defined by SSAR 19, are revalued annually by independent valuers in
accordance with the Appraisal and Valuation Manual published by the Royal Institution of Chartered
Surveyors and are included in the balance sheet on the basis of market value less the UITF 28 lease
incantive debtor. The agaregate surmplus or deficit arising from such revaluation is transferred to the
revaluation reserve. However, if on an individual property, a deficit arising from a valuation below cost
is expected 1o be permanent, itis charged to the profit and loss account with any subseguent reversal
being credited to the same.

A property in the course of development is stated at its value at the time it was so designated, plus
subsequent development costs less any permanent diminution in value. All outgeings, excluding interest,
which can be fairly attributed to a developrment are considered development costs, The property is
revalued once the certificate of practical completion has been issued.

(il Properties held for resale
Properties held for resale, including those under development, are stated at the lower of cost and net
realisable value.




1

Accounting policies (continued)
Investments
Investmenits in joint ventures are included in the group balance sheet at cost together with the appropriate

share of post acquisition reserves and are presented in accordance with FRS 9 "Associates and Joint
Ventures”,

Depreciation and amortisation

No depreciation is provided In respect of freehold investment properties or leasehold investment properties
with over 20 vears of the lease remaining. This is a departure from the Companies Act 1985 but the direciors
consider that this accounting policy results in the financial staternents giving a true and fair view. Depraciation
is only one of the many factors reflected in the annual valuation and the amcunt wihich might otherwise have
been shown cannot be separately identified or guantified.

Leasehold investment properties with under 20 years of the lease remaining and leasenold improvements
are amortised over the outstanding term of the lease. Other tangible fixed assets are depreciated at arate
between 10% and 25% per annum which is calculated to write off the cost, less estimated residual value
of the assets, over thelr expected useful ves.

Financial instruments

Financial instruments are used to manage the interest rate risk associated with the group's business and
the financing thereof. No trading in financial instruments is undertaken. Short term debtors and creditors
are excluded from the analysis of financial instrurnents given in note 19.

Deferred tax

Ceferred tax balances are recognised in respect of all iming differences that have originated but not reversed
by the balance sheet date. Deferred tax is not recognised on revaiued properties unless these are subject to
a binding sale agreement. Deferred tax balances are not discounted.

Liguid resources

For the purpose of the cash flow staterment, liguid resources are defined as current asset investments
and short term deposits.

2003 2002
£m £m
Property cutgoings net of recoveries
Ground rents 1.1 1.1
Cther property outgoings net of recoveries 53 3.5
6.4 4.6
2003 2002
£m £rn
Profit/loss) on disposal of investments
Investment properties
Disposals 76.1 16.8
Cost/ivaluation (74.5) (16.7)
Profit cn disposal of investment preperties 1.6 0.2
Permanent diminution in value of investment properties - {2.2)
1.6 2.0

The permanent dminution in value in 2002 related 1o a valuation deficit realised on the disposal of an
investment property in 2003.




32/33

Accounts

Derwent Valley Holdings plc and subsidiary companies

Notes to the accounts

2003 2002
£m £m
Interest payable
Bank loans and overcraft wholly repayable within five yaars 8.1 8.3
Bank loans not wholly repayable within five years 7.0 6.3
Debenture stock 3.6 36
Group interest payable 18.7 18.2
Share of joint ventures' interest payable 0.3 0.3
12.0 185
2003 2002
£m £
Profit on ordinary activities before taxation
This is arrived at after charging:
Exceptional item — cost of possible offer for the group 0.7 -
Depreciation and amortisation 0.3 0N
Rent payable under property leases 1.1 1.1
Auditors’ remuneration
Audit 0.1 0.1
Other senvices 0.1 0.1
The exceptional item of £0.7m (2002: £nil), together with the other administrative costs of
£6.9m (2002: £86.3m), resulted in total administrative costs of £7.6m 2002; £6.3m).
2003 2002
£m £m
Directors’ emoluments
Remuneration for management senvices 1.4 1.5
Nen-executive directors’ remuneration 0.1 0.1
Fension contributions 0.4 C.3
1.9 1.9

Cetalls of the directors' remuneration and of opticns granted to the directors under the group share option

schemes are given in the report on directors’ remuneration on pages 4810 51,

Messrs J.D. Bums and S.P. Silver are partners in Pllcher Hershman and Partners, estate agents, who have
received fees at a commercial rate, in respect of the management, letting, acguisition and disposal of certain
properties owned by the company's subsidiary undertakings amounting to £1.0m (2002: £0.7m), excluding

value added tax. This amount iIncluded management fees which were rechargeable to tenants of £0.6m
(2002: £0.6m). Filcher Hershman and Partners occupy offices owned by the group for which they paid

a commercial rent in the year of £0.1m (2002: £0.1m).

2003 2002
£m £rn
Employees
Staff costs, including those of directors:
Wages and salaries 2.5 2.3
Social security costs 0.3 0.3
Pension costs 0.5 05
3.3 3.1

The average number of employees during the year, excluding directors, was 24 2002 23), all of whom were

employed in adminisirative roles.
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11

12

13

o "o
m m
Taxation on profit on ordinary activities
UK corporation tax on profit, adjusted for the disposal
of investments, at 30% (2002: 30%) 4.6 5.2
Capital alowances 2.7 2.5)
Tax on disposal of investments 3.9 06
Cther reconcling ftemns 0.9 0.1
Corporaticn tax payable on curent year's profit 4.9 3.4
Less amount allocated to the staterment of total recognised gains and losses (3.5) (0.6)
Corporation tax charge in respect of current vear's profit 1.4 2.8
Adjustment in respect of prior years' comporation tax {0.4) 0.3)
Corporation tax charge 1.0 25
Ceferred tax charge 1.3 1.4
2.3 3.9
Profit for year attributable to members of Derwent Valley Holdings plc
Profit on ordinary activities after taxation includes £9.7m {(2002: £8.5m) which has been deaft with in the
accounts of the holding company.
2003 2002
£m £m
Dividend
Ordinary shares of 5p each:
Faid - interim dividend of 3.30p (2002: 3.05p) per share 1.8 16
Froposed - finat dividend of 8.10p (2002: 7.35p} per share 4.3 3.9
6.1 55
Earnings per share

Eamings per ordinary share have been computed on the basis of a profit after taxation of £14,721,000
(2002: £11,525,000) and the weighted average number of ordinary shares inissue during the year of
53,166,000 (2002: 53,158,000). An adjusted eamings per share has been calculated using a profit of
£14,154,000 (2002: £13,5657,000). This figure excludes the profit or loss aftar tax arising from the disposal
of investments and the exceptional item in order 1o show the recuning element of the group's profit, The
diluted eamings per share has been calculated using 53,270,000 (2002 53,268,000} ordinary shares
which includes the number of dilutive share options cutstanding at the yearend.

Total return
Total retum is defined as the annual movement in adjusted net asset value per share plus the dividend per
share expressed as a percentage of the adjusted net asset value per share at the begirning of the year.

Gearing
Balance sheet gearing is defined as net debt divided by net assets,

Proft and loss gearing is defined as net rental income less administrative costs divided by group net interast
payable. The administrative costs exclude the exceptional item in order 1o show only the recurring element
of the group's activity.
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Grroup Compary
Freehald land Leasehold Chiher fixed Ofer fixed
and buldings properly assets Total assels
£m £m £m £m em
Tangible assets
Cost or valuation:
At 1st January 2003 548.5 283.4 1.2 833.1 1.2
Additions 734 8.6 0.2 82.2 02
Appropriation from trading stock 6.7 - - 6.7 -
Disposals @1.7) (52.8) ©.1) (74.6) @)
Revaluation (26.3) (13.3) - (39.6) -
At 31st December 2003 580.68 225.9 1.3 807.8 1.3
Amortisation and depreciation:
Af 1st January 2003 - - 0.4 0.4 0.4
Provision for year - - 0.3 0.3 0.3
At 31st December 2003 - - 0.7 0.7 0.7
Net book value:
At 31st December 2003 580.6 2269 06 807.1 0.6
At 31st December 2002 548.5 283.4 0.8 832.7 0.8
Assets stated at cost or valuation:;
31st December 2003 valuation 581.7 2262 - 807.9 -
Pricr years' valuation plus subseguent costs 4,2 - - 4.2 -
Cost - - 0.6 0.6 0.6
585.9 226.2 0.8 812.7 06
Adjustmerit for UITF 28 - lease incentive debtors 5.3 0.3 - (5.6) -
580.6 2259 0.6 807.1 0.6

Short lsasehold property with avalue of £37.7m {2002: £16.5m) is included in leasehold property above.
Investrnent oroperty in the course of development with a carmying value of £4.2m (2002: £24.7m) is included
in freenold Jand and buildings above.

The freehold land and buildings and leasehold property, other than those in the course of development, were
revalued at 31st Decermber 2003 by either CB Richard Ellis Limited or Keith Cardale Groves (Commiercial)
Limited, as extermal valuers, on the basis of market value as defined by the Appraisal and Valuation Manual
published by the Royal Institution of Chartered Surveyors,

At 31st December 2003 the historical cost of the freehold land and buildings and lsasehcld property owned
by the group was £598.5m (2002; £572.0m).

Company
Subsidiary Joint
undertaldngs venlures Tolal
£m em £m
Investments
Shares in subsidiary undertakings:
At 1st January 2003 and 31st December 2003 1854 - 1854
Loans:
At Tst January 2003 and 31st December 2003 — C.1 0.1
At 31st December 2003 185.4 0.1 185.5
At 31st December 2002 1854 0.1 186.5




16

17

18

Group Company
2003 2002 2003 2002
£m £m £m £m
Debtors
Trade debtors 8.2 9.1 - -
Amounts owed by subsidiary undertakings - - 362.3 338.1
Other debtors 0.3 0.4 - Q.1
Prepayments and accrued income 7.3 4.6 0.8 0.8
Corporation tax - - 2.4 18
15.8 14.1 365.5 340.8
Group prepayments and accrued incorme includes £4.3m (2002: £2.2m) which falls due for payment after
maore than one year.
Group Company
2003 2002 2003 2002
£m £m £m £m
Creditors falling due within one year
Bank loans and overdraft 35.4 1.4 337 0.8
Amounts owed to subsidiary undertakings - - 305 18.8
Trade creditors 31 3.3 02z 0.3
Other creditors 0.1 4.4 -
Other taxation and social security 0.7 07 0.1 01
Dividend payable 4.3 3.9 4.3 3.9
Corporation tax 2.7 2.4 - -
Accruals and deferred income 19.0 17.3 5.8 53
65.3 33.4 74.6 29.3

Other creditors at 31st December 2002 included an amount of £4.0m inrespect of the balance of an
assignment inducement received during 2002. This was fully utilised during 2003 and was accounted for

in accordance with the group's accounting policy for reverse premiums.,

Group
2003

Conmpany
2002 2003 2002
£m £m £Em

1.6 - -
261.0 236.5 261.0
344 344 34.4

£m

Creditors faling due after more than one year

Accruals and deferred income 1.2

Bank loans 236.5

1014% First Mortgage Debenture Stock 2019 34.4
272.1

297.0 270.9 206.4

In accordance with FRS 4, “Capital Instrurnents”, the £35,000,000 10%% First Mortgage Debenture Stock
2019 is snown net of the unamortised discount and costs on issue of £0.6m (20C2: £C.6m).
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Notes to the accounts

Group Company
2003 2002 2003 2002
£m £rn £m £m
Net debt
Secured
Bank loans wholly repayable:
between 2-5 years 94.5 300 94.5 300
more than & years 142.0 2310 142.0 231.0
10%% First Mortgage Debenture Stock 2019 344 34.4 344 344
2709 2954 2708 2954
Unsecured
Bank loans and overdraft whclly repayable:
less than 1 year 35.4 1.4 33.7 0.8
Gross debt 306.3 296.8 304.6 2906.2
Cash and short term deposits (4.5) — - -
Net cebt 301.8 296.8 304.6 296.2

Certain of the group's properties are charged against the secured bank loans. The debenture is secured by
charges on certain of the group’s properties and short term ceposits whilst a substitution for properties taken

out of charge is organised.

The undrawn committed bank facilities were:

Group Company
2003 2002 2003 2002
£m £m £m £m
Maturity dates:
between 2-0 years 105.5 70.0 105.5 70.0
more than 5 years 83.0 94.0 83.0 4.0
188.5 164.0 188.5 164.0

After taking into account the various interest rate hedging instruments entered into by the group, the interest

rate exposure of the group's gross debt was:

Weighted
average cost Weighted
Floating rate Hedged Fixed rale Gross debt of debt average lile
£m £m £m £m % Years
At 31st December 2003 121.9 150.0 34.4 306.3 6.24 6.14
At 31st Lecemtoer 2002 142.4 120.0 34.4 296.8 6.33 7.44

Details of the group's fixed rate detbot, which comprise the Debenture Stock 2019 and the instruments used

to hedge its floating rate debt, are summarised below:

Waighled
average Weighted Fair Fair value
Prncipal interest rate average life valug adiustrment
£m % Years £m m
101% First Mortgage Debenture Stock 2019 360 10126 15.59 48,1 {11.1)
Interast rate swaps 150.0 5.756 275 2.7 2.7
At 31st Decernber 2003 48.8 {13.8)
10%%% First Mortgage Debenture Stock 2019 350 104125 16.59 46.3 (11.3)
Interest rate swaps 120.0 6.05 3.31 5.7 {5.7)
At 31st December 2002 52.0 {17.0
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Net debt (continued)

10%% First Mortgage Debenture Stock 2019

The market price for the debenture at 31st December 2003 was £131.775 (2002; £132.375) which gave rise
to a value of £46,121,000 (2002: £46,331,000}, At this price, the gross redemption yield on the debenture
was 8.79% (2002; 6.83%) Implying & margin of 2.0% {2002 2.4%) over the 8% Treasury 2015 gitt. The

fair value adjustment effectively represents the net present value of the difference between the contracted
fixed rate of the debenture and the gross redempztion vield on the benchmark giit plus the implied margin

at 31st Decemiper 2003,

interest rate swaps

The fair value represents the net present value of the difference between the contracted fixed rales and
the fixed rates payable if the swaps were 1o be replaced on 31st December 2003 for the period to the
contracted expiry dates.

Further detalls on financial instruments are given in the financial review on page 24.

Group
£m

Deferred tax
At 1st January 2003 10.2
Provided during the year 1.3
At 31st December 2003 11.5

The provision for deferred tax relates to timing differences on accelerated capital alowances and other
reversing timing differences. No such liakility exists for the comparty (2002: £nil).

A taxation fiability of approximately £52.7m (2002: £52.8m} would arise on the disposal of land and buildings
at the valuation shown in the balance sheet. This is ecuivalent to 99p per share (2002; 118p). In accordance
with FRS 18 “Deferred Tax", no provision has been made for this. No such fiakility exists for the company
(2002 £nil).

Group and

conmpary

£m

Other provisions

At 1st January 2003 1.0
Released during the year 0.4)
Provided during the vear 05

At 31st December 2003 1.1

The provision relates to an onerous lease which expires in 2014 and reflects the discounted present value
of future net payments under that lease.

lssued and
Aulhorised fully paid
£m £m
Share capital
At 1st January 2003 and 31st Decermber 2003 3.55 26

The nurner of shares inissue at the year end was 53,167,150 {2002: 53,160,972). Dwing the vear.
8,178 shares were issued as a result of the exercise of share options.
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Notes 1o the accounts

Share Profit
premium Revaluation and loss
account resernve account
£m £m £m
Reserves
Group
At 1st January 2003 153.7 262.9 92.8
Deficit on property revaluation - (39.6) -
Profit realised on disposal of invesiment properties - (14.6) 14.6
Tax attributable to revaluation surplus realised on disposal of invesiments - - 3.5)
Retained profit for the year - - 8.7
At 31st December 2003 153.7 208.7 112.6
Company
At 1st January 2003 153.7 - 454
Retained profit for the year - - 3.5
At 31st December 2003 153.7 — 487
Net asset value per share
MNet asset value per share has been calculated on the basis of net assets at 31st December 2003 of
£477,589,000 (2002: £512,003,000) and the number of ordinary shares in issug at the year end of
53,167,000 (2002: 53,161,000). An adjusted net agset value per share has been calculated using
net assefs of £489,082,000 {2002: £522,138,000). Tnis figure excludes the deferred tax provided in
accordance with FRS 19 on the basis that it is unlikely that this liability will crystallise.
2003 2002
£m £m
Net cash inflow from operating activities
Cashreceived from:
Tenants 43.9 53.8
Cash payments in respect of:
Direct property expenseas 6.9 (4.7
Wagas and salaries (3.4) (3.6)
Administrative costs (3.2) (2.8
Properties held for resale (0.2) (1.1)
30.2 41.6
2003 2002
£m £m
Reconciliation of operating profit to net cash inflow from operating activities
Cperating profit 33.9 356
Depreciation charge 0.3 A
Increase in debtors (1.7) 4.1
{Decrease)/increase in creditors {3.1) 4.8
Increase in properties held for resals - {1.2)
Effect of other deferrals and accruals on operating activity cash flow 0.8 6.4
Net cash inflow from operating activities 30.2 41.8
2003 2002
£m £m
Reconciliation of net cash flow to movement in net debt
Decrease/(increase) in cash in the year 0.6 0.2)
Increase in cash on deposit (4.5) -
Cash inflow from movement in bank loans 8.9 26.0
Movement in net debt in the year 5.0 258
Opening net debt 296.8 271.0
Closing net debt 301.8 296.8
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1stJanuary 31st December
2003 Cagh fllow CQlher 2008
£m £ £m gm

Movement in net debt
Overdraft 1.4 0.8 - 2.0
Bank loans wholly repayable;

less than 1 year - 334 - 334
between 2-5 years 30.0 - 64.5 945
more than 5 years 231.0 (24.5) 64.5) 1420
261.0 8.9 - 269.9
1069 First Martgage Debenture Stock 2019 34.4 ~ - 34.4
Gross debt 296.8 9.5 - 306.3
Cash and short term deposits - (4.5) - {4.9)
Net cebot 206.8 50 - 301.8
Principal operating companies
The principal operating companias within the group are as follows:
Class of shares Principal aclivity
Subksidiary undertakings
Derwent Valey Ceniral Limited Ordinary Property investment
Derwent Valley London Limited Crdinary Property nvestment
Derwent Vallay Property Investments Limited Ordirary Property investment
Derwent Valley Property Developments Limited Ordinary Property investrnent
Each of the above companies' share capital is wholly owned by the group.
Joint ventures
Primister Limited Ordinary Property investment
Borrington Derwent Holdings Limited Crdinary Holding company

The company owns 50% of the ordirery shares of each of the joint ventures which are accounted for end
disclosed in accordance with FRS 9, "Asscciates and Joint Ventures”. All of the above companies are
registered and operate in England and Wales.

Capital commitments
Contracts for capital expenditure entered into by the group at 31st December 2003 and not provided for in
the accounts amounted to £6.5m (2002: £6.4m).

Lease commitments
Al 31st December 2003, annual commitments under property leases expiring in more than 5 years were
£1.4m {2002: ©1 4m).

Pension commitments
The company operates a defined contribution pension schema. The contributions payable to the pension
scheme are charged to the profit and loss account in the accounting period o which they relate.

Post balance sheet events
On 20th February 2004, the group sold a property for & consideration of £28.3m before costs.

Contingent liabilities

The company and its subsidiary undertakings are party to cross guaraniees securing the overdraft and
certain bank lcans, At 31st Decamber 2003 the maximurm liability that could arise for the company from the
Ccross guarantess amounted to £1.7m (2002; £0.6m). The company has guaranteed its share of a loan to
Frimister Limited, the contingent liability for which at 31st Decamber 2003 amounted to £2.8m (2002: £2.8m).
in addition, the compary guarantess its share of interest payable on this loan which amounts to £0.3m per
annum (2002: £0.3m).
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Directors’ report

The directors present their report and the financial statements for the year ended 31st December 2003,

Results and dividend

Profit before taxation from ordinary activities was £17.1m (2002; £15.4m) and profit after taxation amotnted
to £14.8m (2002: £11.5m). The directors recommend a final dividend of 8.10p per ordinary share. This, |
when taken with the interim dividend of 3.30p per share, paid on 3rd Novernber 2003, gives a total dividend
of 11.40p (2C02: 10.40p) per ordinary share for the year ended 31st December 2003, amounting to
£6.1m. After ordinary dividends, £8.7m {2002: £6.0m) was transfarmed 1o revenus reserves.

Principal activities, trading review and future developments

The principal activities of the group are those of property investment, refurbishment and redevelopment.
Areview of the business and comments on the future cutlook for the group can be found within the chaimnan's
statement, property review and financial review on pages 7 1o 25,

Directors
The directors of the company during the year and their interests in the share capital of the company, including
shares over which options have been granted, are shown below, All of these interests are held bensficially.

COrdinary shares of 5p each Options
31st December 31st December 31st December 375t December
2003 2002 2003 2002
J.C. ey 79,072 79,072 - -
J.D. Bums 691,636 686,938 203,257 161,257
S.P. Siver 301,359 272675 171,181 136,181
C.J. Ocom 12,650 12,680 131,521 105,521
N.Q. George 4,153 - 100,895 82,951
PM. Wiliams 5,622 2,000 107988 88110
I Yeatman - - - -
5.J. Neathercoat 1,000 1,000 - -
R.A. Fames 3,066 - - =

As at date of appointment

There have been no changes in directors' sharehcldings between the year end and 18th March 2004.
During the year, directors exercised options over 8,178 shares at an exercise price of 191p. Further options
over 148,000 shares were granted to the directors at an exercise price of 426.5p. Full detatls of the directors’
options are given in the report on directors’ remuneration which commences on page 48.

In accordance with the articles of association, Messrs N.Q. George, PM. Willams and S.J. Neathercoat,
retire by rotation and, being eligible, offer themselves for re-election. Biographies of alf the directors are
given on page 47.

Other than as disclosed in note 6, the direciors have no interest in any material contracts of the group.

Fixed assets

The group's freehold and leasehcld investment properties were professionally revalued at

31st December 2003, resuling in & deficit of £39.6m. The freehcld and leasehold investment properties
are included in the group balance shest at a carrying value of £806.5m.

Charitable donations
Curing the vear, the group made charitable donations amounting to £42,000.




Substantial shareholders
In addition to those of the directors disclosed above, the company has been notified of the following interests
In the issued cordinary share capital as at 18th March 2004.

Percentage

Nurber of issued

of shares share capital

Stendard Life Investments Limited 3,727,554 7.01
Stichting Pensicenfonds ABP 3,440,818 6.47
ISIS Asset Management 3,302,127 6.30
Scottish Widows Investment Parinership 2,070,822 3.89
Prudential ple 1,985,896 3.74
Winten Umited 1,951,687 3.67
Morley Fund Management Limited 1,917,815 3.67
Legal & General Invastment Management Limited 1,627,195 3.08

Creditor payment policy

It is the group’s policy to agree terms of business with suppliers prior to the supply of goods or services,

In the absence of any dispute, the group pays in accordance with these agreed terms. For the year ended
31st December 2003, the average paymert period for trade creditors was 21 days (2002: 18 cays).

Caorporate governance

In July 2003, the revised Combzined Code was published following the recommendations made in the
“Review of the Role and Effectiveness of Non-Executive Directors” the Higgs Report) and the “Audit
Cammittees Combined Code Guidance” (the Smith Report), The revised guidance applies to pericds
commencing on or after 1st November 2003, and therefcre the company continues to report under

“The Combined Code — Principles of Geod Govemance and Code of Best Practice”. However, since the
revised guidance was published, the board has reviewed its procedures and identified a number of changes
that need to be made to refliect the new code’s recommendations. Some of these have aready been
implemented and it is planned to introduce the rest during 2004.

Compliance

The board supports the principles of good govermance and believes that the company has complied with
the Provisions of the Code of Best Practice set out in Section 1 of the Combined Code, which is appended
to the Listing Rules of the Financial Senvices Authority, throughout the peniod. It has set out below how the
14 principles of goed govemance in the Combined Code have been applied.

The board

Throughout 2003, the board comprised Mr vey, the non-executive chairman, five executive directors,
Messars Bums, Sitver, Odom, George and Willams and two independant non-executive directors,
Messrs Yeatman and Neatherceat, Mr Fames, a furtner non-executive directer, considered by the board
to be independent, icined the board on 1st April 2003.

There is a clear division of responsibilites between the chaiman, who is responsible for the effectiveness
of the beard and the chief executive who is responsitle for the day to day operations of the business.

Mr Yeatrnan was the senicr non-executive director until 11th Decermber 2003 when Mr Neathercoat was
appointed to the role. Bicgraphies of the directors are given on page 47.

Four mestings of the full board are scheduled each year with additional meetings arranged if necessary.
One additional mesting was held in 2003 and all the mieetings were fully attended. A forrnal fist of matters
is reserved for the board's approval. The board is provided with comprehensive papers in a timely manner
to ensure that the directors are fully briefed on matters to be discussed by the board.
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Directors’ report

Since 1993, the board has maintained a number of board committess. Sat out below are details
of the membership and duties of the three principal committees.

»  Remunsration commitiee
Mr Yeatrman and Mr Neathercoat served on this committee throughout the year with Mr Fames
Joining on 8th May 2003, Mr Fames took over the chaimanship of the cormmittee: from Mr Yeatman
on 11th December 2003. The committee is responsible for establishing the company's remuneration
policy and individual remunération packages for the executive directors. There were five mestings
of the committee in 2003. The report on directors’ remuneration is set out on pages 4810 51.

» Audit commitiee
At the start of the year the committee consisted of Messrs Yeatman, vey and Neathercoat,
Mr Fames joined on 8th May 2003, Mr ey left the committee and Mr Neathercoat became chaiman
on 11th December 2003. The committes is responsible for the appointment of the external auditors,
reviewing the scope of the audit, discussing the results thereof and any control issues arising therefrom,
and reviewing the interim and annual financial staterments. The committee alse considers the adeguacy
of the statement of independence issued by the group’s auditers having particutar regard to the extent
of non-audit services. The commitiee met three imes during 2003,

» Nomination cormmittes
Mr vey is chairman of this committee which consisted of the non-executive directors and Mr Bums
until 11t Decemibber 2003 when Mr Bums resigned from the committee. The commitiee is responsible
for identifying extermnal candidates for appointment as directors and, subsequently, recommending
their appointment to the board. The committee may also be requested by the board to make a
recemmendation conceming an appointment to the board from within the company,

In accordance with the guidance contained in the revised Combined Code, the terms of reference of all the
committees are being reviewed. Once these have been approved by the board they will be posted on the
company's websits.

Directors

Apnaintment of a director from cutside the company is on the recommendation of the nomination
committee, whilst intemal promotion is a matter decided by the board unless it is considered appropriate
for a recommendation to be requested from the nomination committee. All new directors must stand for
election at the first annual general meeting following their appointment. Existing directors must submit
themselves for re-glection at least once every three years,

If considered appropriate, new directors are sent on an extemal training course addressing thelr role and
duties as a director of a quoted public cornpany.

Any director may instigate an agreed procedure whereby independent professional advice may be sought
at the company's expense.

Communication with shareholders

The comppany has always recognised the impaortance of clear communication with shareholders and
has maintained a regular dialogue with institutional shareholders. The annual report, whichis sent to all
shareholders, reinforces this communication. The annual general meeting provides an opportunity for
shareholders to question the directors and, in particular, the chairman of each of the board committess.

Internal control

The directors recognise that they have overall responsitility for ensuring that the groun maintains a sound
system of intemal control that provides the board with reasonable assurance regarding effective and
efficient operations, intemal financial control and compliance with laws and regulations. Such a system
can only manage business risk, not eliminate it, and cannot provide absolute assurance against material
misstatement or loss. Accordingly, the system is designed to provide reasonable assurance that material
risks and preblems are iderttified and appropriate remedial measures taken on a timely basis.




The beard performs an annual review of the effectiveness of the group's systern of intemal control ana
believes that an ongoing process for identifying, evaluating and managing the significant risks faced by

the group has been in place from 1st January 2003 to 18th March 2004 . During the pericd, the board has
continued to monitor the operation of the system with a view to further integrating it into the business
processes whare possible and to address any areas for improverment as they are identified. The board has
considered the need for an intemal audit function but continues to believe that this would not be appropriate.

Going concern

Having made due enguiries, the directors have reasonable expectation that the company has adequate
resources to confinug in operational existence for the foreseeable future. Therefore, the board continues
to adopt the going concem basis in preparing the accounts.

Corporate social responsibility

The board recognises the inmportance of the group's relationship with the economy, community and
environmeant within which it operates and considers matters relating thereto 1o be the responsiility

of the whole board. Potential risks arising from the many matters covered by corporate social responsibility
are monitored by the group's system of intemal contrc!, In assessing the risks to the group from such
matiers, the board gave due consideration to the fact that the group’s business of managing, refurbishing
and redeveloping a portfolio of London properties is conducted by 27 people, all located in ona Central
London office. Accordingly, it concluded that, in order to adequately control the risks to the group, formal
policies were only required conceming the environment and health and safety. Detalls of the measures taken
by the group in these areas, together with the informal palicies adopted in other areas, are given below.

» Ervironmental awareness
The group is a constituent membper of the FTSE4Good Index Series. This arganisation has assessed the
group's ervironmental impact as fow.

During the year, the group cormmissionad an update of its environmental pelicy document, which is
issusd to all appropriate professional advisers and members of staff, and this now includes a reguiremeant
for a full environmental audit to be carried out prior to any acauisition or redevelopment.

The group continues to seek meaningful and measurable targets for the following areas where its impact
on the environment is considered most significant:

— Timber

The group ams to aliminate the use of hard woods from its refurtiishments. However, where such
use is unavoidable, certification that the wood came from sustainable sources is sought.

— (Czone depleters
Following an audit of the group’s portfolio to identify such materials, removal is proceeding in
accordance with the Govermment's imeizble.

— Erergy
Where possible, energy efficient plant and equinment is spedified when undertaking a redavelopment
cr refurbishment and due regard is given to Part L of the planning regulations. Such plant often benefits
from favourable tax treatment. Al new developments, the group works with the local autherity to
promete the Green Travel Plan.

- Waste
At refurbishment and redevelopment schemes, all waste is sorted and recycled where appropriate.
Throughout the pertfolio, recycling peints for paper and plastic are provided to encourage recycling
by the tenants.

— Water

The group aims to have water meters installed throughoit the portfclio so as 1o promote reduced
usage.

Following the introcduction of the Disability Discriminaticn Act, the group’s porticlio was audited and an
action plan prepared reflecting its results to ensure that the group is compliant. New schemes are all
audited to ensure that they comply with the requirements of the Act.

Acopy of the group's ervircnimental policy is available ¢ the public on request and a surmmary can be
fourd on the group's website.
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Directors’ report

» Health and safety
A formal health and safety policy has been adooted by the board and this has been embedded inthe
management regime for the group’s refurbishment and redevelopment sites. An executive is assigned
to each scheme to ensure that the main contractor complies with the policy and that they in tum ensure
compliance by the subcontracters. The board regularly reviews reports from each site which cormment
on the level of compliance and describe the action taken by the executive to remedy any situations that
were considered unacceptable. The board alse receives notification of any accidents that require
reporting under the Health and Safety regulations.

The policy is reviewed at regular intervals and revised as necessary.

e Community/sccisty
No formal policy has been adopted conceming this aspect of corparate responsibiiity. However, the
board is aware of the benefits to the group of London's status as a centre of business and that through
sensitive planning and invelvernent with local inliatives it can contribute to presenving and enhancing this
status. Accordingly, the company is represented in both the New West End Company and The
Westminster Property Owners Association, both of which address some of the key problems facing
London, namely security, planning and transpert. The group alse contributes to the Padaington
Waterside Partnership.

The group maintained its spensorshin of the Royal Academy's annual architectural lecture and
architectural forums and, during 2003, it continued to support Teenage Cancer Trust by providing
cocrdinated advice for the trust's development programme.

Annual general meeting
The notice of meeting includes five resolutions to be considered as special business.

Resolutions 8 and 9 are proposed 1o provide the company with the authority to intreducs the Darwent
Valley Holdings plc Performance Share Plan 2004 and the Derwent Valley Haldings ple Employes Trust,
details of which are set out in the appendices to the clrcular dated 1 4th April 2004 which accompanies this
report and accounts. The existing long-term incentive arrangement for senior executives is a share option
scheme introduced in 1897, The remuneration committes is aware that this scheme no longer accords with
best practice and following corsutations with its advisers, New Bridge Street Consultants LR, considers
that the proposed performance share plan is the most appropriate way by which the interests of senior
executives and shareholders can be aligned. Sharehclder approval for the Derwent Valley Holdings ple
Performance Share Plan 2004 and its associated Employee Trust is therefore being sought at the annual
general meeting.

Resolution 10 renaws the authority under Section 80 of the Companies Act 1985 for the directors to allot
shares up to an aggregate nominal amount of £886,118.20 representing about one third of the issusd
share capital (excluding freasury snarss) at the date of the notice of meeting. The directors have no present
intention of issuing shares except on the exercise of options under the company's share option scheme, The
aUthorty will expire at the conclusion of the nexdt annual general meeting after the passing of the resciution.

Resolution 11 is a special resolution, proposed annually, renewing the directors’ authority under Section 95
of the Companies Act 1885, The resolution empowers the directors to allot or, now that the company may
hold shares as treasury shares (as further described below), sell shares for cash in connection with
pre-emptive offers with modifications to the reguirements set out in Section 89 of the Companies Act 1985,
The resolution further empowers the directors to allot or, in the case of treasury shares, sell shares for

cash, otherwise than on a pre-emptive basis, up to an aggregate nominal value of £132,917.90 which

is equivalent to approximately 5% of the issued share capital at 31st December 2003 and aiso at the date
of the notice of meating. The authority will expire at the conclusion of the next annual general mesting after
the passing of the resolution,




Resoiution 12, a special resolution, is proposed to renew the authority enabling the company to purchase its
own shares. This authority enables the directors 1o act quickly, if, having taken account of all major factors
such as the effect cn eamings and net asset value per share, gearing levels and altemative Investmeant
opperiunities, such purchases are considered to be in the company's and shareholders’ best interest while
mairtaining an efficient capital structure. Trne resolution gives the directors authorty to purchase up to 10%
of the company's ordinary shares and specifies the maxirnum and minimum prices at which shares may

be bought. The Companies Act 1985 now pemits the company to hold any such bought back shares in
treasury, with a view to possible re-issue at a future date, as an altemative to immediately canceling them
{as had previously been required by the legislation). Accordingly, if the company purchases any of its shares
pursuant to resolution 12, the company may cancel those shares or hold them in treasury, Such decision
will be made by the directors at the time of purchase on the basis of the company's and shareholders’

best interest. As at 18th March 2004, the company held no shares in reasury. The total number of options
to subscrite for ordinary shares outstanding at 18th March 2004 was 782,592, which represented

1.47% of the issued share capital (excluding treasury shares) at that date. I the company was to

purchase the maximum number of ordinary shares permitted by this resolution, the options outstanding

at 18th March 2004 would represent 1.64% of the issued share capital (excluding treasury sharas).

That percentage would be 1.82% if the existing authority for the company to purchase its own shares

(as approved by shareholders at the company’s last annual general meeting) was tc be used in full prior

to this year's annual general meeting. The directors have no current intention of making any purchases

of shares under that authority before the forthcoming annual general meeting when that authority will lapse.

Auditors

Fellowing the conversion of the company’s auditors, BDO Stoy Hayward, to a limited liability partnership
with effect from 1st January 2004, BDO Stoy Hayward resigned as the company's auditors on

31st December 2003 and the directors appointed its successor, BDO Stoy Hayward LLP, as auditors

urttl the end of the forthcoming annual general meeting. BDO Stoy Hayward LLP has expressed s
wilingness to continue in office and, accordingly, a resolution to re-appoint it and to authoriss the directors to
determine its rermuneration wil be proposed at the annual general meeting. Thisis resolution 7 set outin the
notice of meeting, Special notice of the resolution proposing the reappeintment of BDO Stoy Hayward LLP
has been received by the company as reguired by the Companies Act 1985,

By crder of the board

T.J. Kite, ACA
Secretary ,
18th March 2004 ‘

T
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Statement of directors' responsibilities

Company law requires the directors to prepare financial statements for each financial vear which give a true
and fair view of the state of affairs of the company and group and of the prfit or loss of the group for that
period, In preparing those financial statements, the directors are required to:

» select sultable accourting policies and then apply them censistently;

» make judgements and estimates that are reasonable and prudent;

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

 prepare the financial statements on the going concemn basis unless it is inappropriate to presume
that the group will continue in business.

The directors are responsible for keeping proper accounting records which disclose with reasconable
accuracy at any time the financial position of the company and to enable them to ensure that the financial
statements comply with the Companies Act 1985, They are also responsible for safeguarding the assets
of the group and hence for taking reasonable steps for the prevention and detection of fraud and other
iregularities.

Financial statements are published on the group's welbsite in accordance with legislation in the
United Kingdom goveming the preparation and dissemination of financial statements, which may
vary from legislation in other jurisdictions. The maintenance and integrity of the group's website is
the respongibility of the directers. The directors' responsibility also extends to the ongoing integrity
of the financial staternents contained therein,




Directors

J.C. lvey, 62

Non-gxecutive chairman

A chartered accountant, Mr vey is chief executive of The Davis Service Group plc and has served onthe
board since 1884, He chairs the nomination committee and was a member of the audit committee urtil
11th December 2003.

J.D. Burns, 59

Managing director

Mr Bums has been a director of the company since 1984 and has overall responsibility for group strategy,
business development and day to day operations. He is a non-executive director of The Davis Service
Group plc and a partner in Plicher Hershman & Partners, estate agents. He was a member of the nomination
committee until 11th December 2003,

S.P. Silver, 53
Mr Silver has overall respongibility for acquisitions, design and development projects. He became a director
in 1986 and Is alsc a partner in Plcher Hershman & Partners.

C.J. Cdom, 53
Mr Odom joined the board in 1988. He is a chartered accountant and has overall responsibility for financial
strategy, treasury, taxation and financial reporting.

N.Q. George, 40
A chartered surveyor, Mr George was appointed to the board in 1998. He has responsibility for acquisitions
and investment analysis end appraisal.

PM. Wiliams, 44
Mr Wiliams is a chartered surveyor and was appeinted to the board in 1998. His respensibilities include
asset management and supenvision of refurbishment and development projects.

|.Yeatman, 66

Senior non-executive director until 11th December 2003

Mr Yeatman is a chartered surveyor. He joined the board in 1995 and is a member of the audit,
remineration and nomination committees. He chaired both the audit and remuneration committees until
11th Decemtoer 2003,

S.J. Neathercoat, 55

Senior non-executive director from 11th December 2003

Mr Neathercoat is a chartered accountant. He joined the board in March 1999 and is a member of the
audit, remnuneration and nomination commitiess. On 11th December 2003, he took over the: chairmanship
of the audit commitiee.

R.A. Farnes, 58

Non-executive director

Mr Fames is a chartered surveyor. He was previously the chaimnan of CB Hillier Parker and joined the
board on 1st April 2003, On 8th May 2003 he was appointed 1o the audit, rermuneration and nomination
committees and became chalmman of the remuneration committee on 11th December 2003.
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Report on directors’ remuneration

Remuneration committee

Until 8th May 2003, when Mr Fames joined the conmittee, it consisted of Mr Yeatman and Mr Neathercoat.
Mr Yeatman chaired the committee until 11th Decemizer 2003 when Mr Fames took over the role. None

of the members has any personal interest in the matters decided by the committee, nor any day to day
involvernent inthe running of the business and, therefore, are considered to be independent. The committee
mests at least three times a year to consider the terms and conditions of emplovment of the executive
directors, to set remuneration levels and to operate the group's performance related bonus and share

cplion schemes, However, during 2003, extra meetings were arranged 1o consider the group's long tem
incentive arrangements.

During the year, New Bridge Street Consuitants LLP provided the performance statistics reguired to
opearate the share option scheme and were also appeinted to advise the commitlee with regard to long
term incentives. They provide no other senvices to the company. No director had any involvernent in
determining his cwn remuneration although scme of the matters considered by the committee were
discussed with Mr Bums.

Policy

The committee's ohiective in formulating the remuneration palicy far the executive directors is to ensure that
the companyy attracts, employs and molivates executives with the skils and experience necessary to make
a significant contribution to the delivery of the group’s chiectives.

Whien setting the level of remuneration, the committee aims to achieve broad comparakility with other
FTSE 250 companies that have dslivered similar long tenm retums 1o shareholders whilst having particular
regard to the levels of remuneration prevailing in the property sector,

The commitiee recognises the importance of aligning, as far as possible, the interests of the directors with

those of the shareholders. To this end, a combination of basic salary, annual bonus and long term incentive
grrangement is used, by which the committee aims to provide a significant proportion of the directors' iotal

remuneration through performance related elements.

Service contracts

The service contracts of Messrs Bums, Silver and Odom are dated 20th May 1997 whilst those of
Messrs George and Williams are dated 31st March 1899, The contracts have ne stated termination date
but reguire 12 months' natice of termination and include provision for the company to pay, by way of
liquidated damages, a cash amount eguivalent to 12 months salary and benefits In kind plus a pension
contribution of at least 20% of basic salary. The remuneration committee reviews the senvice contracts
pericdically. The non-executive directors do not have senvice contracts and are appainted for three year
terms which expire as follows: Mr vey, 12th December 2005; Mr Yeatman, 30th Novemboer 2004,

Mr Neathercoat, 28th February 2005 and Mr Fames, 28th March 2006.

Basic salary and benefits

Basic salaries for executive directors are reviewed annually by the remuneration committee having regard to
the rermuneration policy set out above. Pension contributions for the five executive directors are based solely
on basic salaries and are paid into a defined contribution scheme. The principal benefits in kind comprise a
company car and medical insurance.

The remuneration for non-executive directors, which consists of fees for their services in connection with
board and board committee mestings and, where relevant, for additional senvices such as chalring a board
committee, is set by the whole board. Non-executive directors are not eligible for pension scheme
membership and do not participate in the company’s bonus ¢r share option schemes,




Details of directors’ remuneration are given iniakle 1 below:

Table 1
2003 {Overifunder Revised 2002
Salary Eslimated Benefits 2003 Pensionand prowision of 2002 Pension and
and fees borus inkind Total  life assurance 2002 bonus Total  #eassurance
2000 £OCO £000 £000 £000 £000 £000 £000
Executive
J.D. Bums 360 18 35 413 97 B 397 103
S.F Siver 300 15 30 345 105 ) 329 99
C.J. Qdom 225 11 9 245 65 &) 237 62
N.Q. George 175 9 11 195 44 (4} 181 37
PM. Williams 195 10 12 217 50 4 207 42
Non-executive
J.C. ey 40 - - 40 - - 25 -
. Yeatman 25 - - 25 - - 20 -
S.J. Neathercoat 25 - - 25 - - 20 -
R.A. Fames 19 - - 19 - - - -
1,364 63 a7 1,524 361 20) 1416 343

The aver provision of the 2002 bonus, which has been recognised in the 200G results, is the amount by
which the estimated amount included in the 2002 results exceeded the final award under the bonus scheme,
which could only be ascertained once the results of all the comparator companies had baen announced.
The total remuneration for 2002, which was previously disclosed as £1,436,000, has been revised 1o allow

a comect comparison to be made between the two vears.

During the vear, directors made a gain of £15,000 on the exercise of share options.

Bonus scheme

For 2003, the company operated an all employee, performance related, bonus scheme under which
ertitlements are calculated by reference to the group’s performance relative to a group of UK guoted
companies with similar characteristics to those of the group. Performance is measured in terms of nat

asset value per share and the directors’ maximum entitlement of 34% of basic salary is payable if the group

is ranked in the upper guartile of the comparator group. Second guartile performance results in an entitlement
of 15% whilst a 5% bonusg is payable for third quartite performance. Additional amounts, the total of which
cannct exceed the total of the performance related entitlerment, may be awarded by the remuneration
committee to Individuals, based on an assessment of both the individual’'s performance and that of the group.,

For 2004, a new group bonus scheme has been introduced with a reguiar bonus potential of two thirds

of Lasic salary, determined by reference 1o targets linked to net agset value growth. No bonus will become
payable for below median performance. A further one third of basic salary will be available by determination
of the remuneration committes but only where performance is considered truly exceptional.
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Report on directors’ remuneration

Share option schemes

The Derwent Valley Holdings 1997 Executive Share Option Scheme was approved by sharsholders on

3rd June 1997. The purpose of the scheme was to incentiviss the participants on a medium to long term
basis and o recognise, to the extent appropriate, the linkage between management performance and
shareholder retums. However, the commitiee nas become aware that the scheme no longer accorded with
best practice and, as part of the review of the group’s tong term incentive arrangements, it has decided that,
should the Performance Share Plan be approved at the forthcoming annual general meeting, no further grants
will be made to execulive directors under the 1987 scheme. The proposed new Performance Share Planis
described inthe circular dated 14th April 2004 that accompanies the annual report.

Details of the options held by directors and employees under the greup's share option schemes
at 31st December 2003 are given in table 2 below:

Table 2
Exercise Date
price from which BExpiry Girectors Total number
£ exercisable date J.0. Bums S Siver CJ.Odom  NQ.George  PM Wiliams Employees of shares
1910  &/5/86 4/5/03 - ~- - 2,056 3,622 - 6,178

2370 12/4/98  11/4/05 - - - 18480 14,350 - 32800
3450 26/4/68 25/4/06 8,807 7,437 7,021 5,845 3,638 - 32,542
5690 16/4/01 14/4/08 31,500 27000 21,500 10500 13,500 8,500 112,500
5530 16/4/02* 15/4/09 25260 21,500 16,500 8780 10,780 6,750 89,500
5015 14/4/03° 13/4/10 30,000 25000 14000 11,000 13,000 8000 108,000
7236 12/4/04* 11/4/11 42,000 35000 26500 15000 18,000 12500 149,000
6.725 15/4/05% 147412 24000 20250 15000 10,780 12250 10,500 92,750
Cutstanding at

1st January 2003 181,267 136,181 105621 82,951 89,110 48,250 821,270

Options granted during 2003
4265 22/4/08* 21/4/13 42,000 35,000 28,000 20,600 22,500 21,600 167,500

Options exercised during 2003

Exercise Market price at
price dale of exercise
£ £
1.910 4.275 - - - {2.556) {3622 - 6,178)
Qutstanding at
31st December 2003 203,267 171,181 131,621 100,895 107,988 67,760 782,692

~These options were granted under the 1997 Executive Share Onlion Scheme.

The exercise of options granted under the 1897 Executive Share Cpption Schemes fs subject to a three year
performance criterion. This states that a year's options can only be exercised once the growth of the group's
net asset value per share over a subsequent three vear period exceeds the increase of the IPD Central Londen
Office Capital Growth Index over the same period by 6% or more. Those exercisable on 15th April 2001,

16th Aoril 2002 and 14th April 2003 have met this criterion. Subsequent options have yet to be tested.

The market price of the bp ordinary shares at 31st Decernber 2003 was £7.45, During the year, they traded in
arange between £4,265 and £7.90.

The company did not cperate a long term incentive plan during 2003,
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Total shareholder retum compared to the FTSE Real Estate Index.

/

31/12/08 31/12/99 31/12/00 3zin 311202 3112/03

Denwenl Valley Holdings plo
FTSE Real Estate Index

This graph shows the value, by the end of 2003, of £100 invested in Derwent Valley Holdings plc on
31st December 1998 compared to that of £100 invested in the FTSE Real Estate Index. This index has
been chosen by the commitiee as it is considered the most appropriate benchmark against which to
assess the relative performance of the group. To produce a “fair value”, each point is a 30 day average
of the retum.

The disclosure on directors’ remungration intables 1 and 2 above has been audited as required by Part 3
of Schedule 7A of the Companies Act 1985.

On behalf of the board

KA Lot

R. A Fames
Chairman of the remuneration committes
18th March 2004
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Report of the independent auditors

To the shareholders of Derwent Valley Holdings plc

We have audited the financial statements of Derwent Valley Haldings plc for the year ended

31st December 2003 on pages 26 to 39. These financial statements have been prepared under the
accounting policies set out en pages 30 and 31. We have also audited the information in the report on
the directors' remuneration that is described as having been audited.

Respective responsibilities of directors and auditors

The directors' responsibiliies for pregaring the annual report, the report on directors’ remuneration and the
financial statements in accordance with applicable law and United Kingdom Accounting Standards are set
out in the statement of directors’ responsibilities.

Our respongibiity is 1o audit the financial statements and the part of the report on directors' remuneration
to be audited in accordance with relevant legal and regulatory reguirements, United Kingdom Auditing
Starlards and the Listing Rules of the Financial Services Authority.

We report to you our opinion as 1o whether the financial statements give a true and fair view and whather
the financial statements and the part of the report on directors' remuneration to be audited have bsen
properly prepared in accordance with the Companies Act 1985. We also report to you ff, in our opinion,
the directors' report is not consistent with the financial statements, if the company has not kept proper
accounting records, if we have not recsived all the information and exglanations we require for oLr audit,
or if information specified by law or the Listing Rules regarding directers’ remuneration and transactions
with the cormpany and other members ¢f the group is not disclosed.

We review whether the corporate govemance statement reflects the group's compliance with the seven
provisions of the Combined Code specified for our review by the Listing Rules, and we report if it doss
not. We are not required to consicer whether the board's statements on intemal control cover all risks and
controls, or form an opinion cn the effectiveness of the group’s corporate govemance procedures or its
risk and control procedures.

We read other information contained in the annual report and consider whether it is consistent with the
audited financial staterments. This cther informaticn comprises only the directers’ report, the chainrman’s
statement, the property review, the financlal review and the unaudited part of the report on directors’
remuneration. We consider the implications for our report if we become aware of any apparent
misstaternents or material inconsistencies with the financial statements. Our responsibilities do not
extend to any other informaticn.

Qur report has been prepared pursuant to the reguirerments of the Companies Act 1985 and for no other
purpose. No person is entitled to rely on this report unless such a perscn is a parson entitled to rely upon
this report by virtue of and for the purpose of the Companies Act 1885 or has been expressly authorised
1o de so by our prior witten consent. Save as above, we do not accept responsibility for this report to any
other person or for any other purpose and we hereby expressly disclaim any and all such ligbility.




Basis of audit opinion

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing
Practices Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financlal staterments and the part of the report on directors’ remuneration to be audited.
It also includes an assessment of the significant estimates and judgements made by the directors inthe
preparaticn of the financial statements, and of whether the accouniing policies are appropriate to the
group's circumstances, consistently applied and adequately disclosed.

We planned and performed our audit 50 as o 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 repert en directors’ remuneration to be audited are free from
material misstaternent, whether caused by fraud or other Irregularity or error, Informing cur opinion, we
also evaluated the overall adequacy of the presentation of information in the financial statements and the
part of the report on directors’ remuneration to be audited.

Opinion
In our opinion;

b -
+ thefinancial statements give a true and fair view of the group's and company’s affairs as
at 31st December 2003 and of the group's profit for the vear then ended; and
+ the financial staternents and the part of the report on directors’ remuneration to be audited have been

propedy prepared in accordance with the Companies Act 1985.

BDO Stoy Hayward LLP
Chartered Accountants and Registered Auditors, London
18th March 2004
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Notice of annual general meeting

Notice is hereby given that the twentieth annual general meeting of Derwent Valley Holdings plc will be
held at The Westbury Hotel, Bond Street, London, W1A 4UH on 20th May 2004 at 10.30am for the
following purpeses:

Ordinary business

To receive the report of the directors and the accounts for the vear ended 31st December 2003 and the
auditors’ report thereon;

To daclare afinal dividend of 8.10p per ardinary share for the year ended 318t Decermber 2003;

To approve the report of the remuneration committee for the year ended 31st December 2003;

To re-elect MrN.Q. George as a director;

To re-elect Mr PM. Willams as a director;

To re-elect Mr S.J. Neathercoat as a director;

To re-appoint BDO Stoy Hayward LLP as auditors of the company (having previously baen appointed by
the board to fill the casual vacancy arising by reason of the resignation of BDO Stoy Hayward following
its conversion to a limited liabiity partnership) to hold office from the conclusicn of this mesting until the
conclusion of the next general mesting at which accounts are laid before the company and to authorise
the directors to determing its remuneration.

Special business
To consider and, if thought fit, pass the following resolutions, resolutions 8, 8 and 10 as ordinary resolutions
and rasolutions 11 and 12 as special resolutions.

That the rules of the Derwent Valley Holdings plc Performance Share Plan 2004, the main features of

which are summarised in appendix | of the circular to shareholders dated 14th April 2004 that accomparies
this notice, be approved and adopted, and that the directors (or any duly authorised commitiee thereof)

be authorised to do all acts and things as they consider necessary or desirable for the purposes of
implemanting and giving effect to this resolution {including making any such changes as they may consider
necessary for that purposey;

That the Company's proposed new employes frust, the Derwent Valley Holdings ple Employee Trust

{the "Trust"), the main features of which are summarised in appendix Il of the circular to shareholders dated
14th April 2004 that accompanies this notice, be approved, and that the directors (or ary duly authorised
committes thereof) be authorised to do all acts and things as they consider necessary or desirable for the
purposes of Implementing and giving effect to this resolution and establishing similar trusts based on the
Trust (ncluding making any such changes as they may consider necessary for that pupose);

That the directers be and they are hereby generally and uncenditionally authorised to exercise all the powers
of the compary to allot relevant securities twithin the meaning of Section 80 of the Companies Act 1985) up
to an aggregate nominal amount of £886,118.20 provided that this authority shall expire at the conclusion of
the next annual general mesting of the company after the passing of this resolution except that the company
may before such expiry make an offer or agreement which would or might require relevant securities to be
allctted after such exgiry and the directors may allot refevant securities in pursuance of any such offer or
agreement as if the authority confarred hereby had not expired;

That the directors be and they are hereby empowared, pursuant to Section 95 of the Companies Act 1985,
to allot equity securities (within the meaning of Section 94 of the said Act) for cash pursuant to the authority
confarred upon them by the previous resalution and/or where such allotment constitutes an allotment of
equity securities by virtue of Section 94(3A) of the said Act as if Saction 89(1) of the said Act did not apply to
such allotrment, provided that the power conferred by this resolution shall be limited to:

) the allotment of equity securities in connection with a rights issue, opan offer or any other pre-emptive
offer in favour of ordinary shareholders (excluding any sharsholder holding shares as treasury shares)
where the equity securities respectively attributable te the interests of such ordinary shareholders ona
fixed record date are proportionate (as nearly as may be) 1o the respective numbers of ordinary shares
hetd by them, subject to such exclusions or other arrangements as the directors may consider necessary
cr expedient to deal with fractional entitlements or legal or practical difficulties arising in any overseas
territory, or by virtue of the requirements of any regulatory body or stock exchange or any other matter
whatsoever, and

{iiy the allotment {otherwise than pursuant to sub-paragraph (i) above) of equity securties up to an aggregate
nominal amount of £132,917.90,
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{continuad)

and shall expire at the conclusion of the next annual general meeting of the company after the passing of
this resclution except that the company may before the expiry of the power confarred by this resolution
make an offer or agreement which would or might require eguity securities to be allctted after such expiry
and the directors may allot equity securities in pursuance of such offer or agreement as if the power
conferred hereby had not expired;

That the compary be and is hereby generally and unconditionally authorised 1o make market purchases
fwitnin the meaning of Section 163{3) of the Companies Act 1985) of ardinary shares of 5p eachin the
capital of the company provided that:

(i the maxirmum rumber of ordinary shares hereby authorised to be purchasedis 5,316,715,

(i} the minimum price {exclusive of expenses) which may be paid for any such ordinary share is &p;

(iii) the maximum price {exclusive of expensas) at which any such ordinary share may be purchased is
anamount agual to 105% of the average of the middle market prices shown in the guotations faran
ordinary share as derived from the London Stock Exchange Daity Official List for the five business
days immediately praceding the day cnwhich the share is contracted to be purchased; and

{ivithe authority to purchase hereby conferred shall expire at the conclusion of the next annual general
meeting of the company after the passing of this resclution save that the company may before such
expiry enter into a contract of purchase under which such purchase may e completed cr executed
wholly or partly after the expiration of this authority and a purchase of shares may be made in pursuance
of any such contract.

By order of the board

T.J. Kite, ACA 25 Savile Row
Secretary London

1410 Aprit 2004 . WIS 2ER

Notes:

The company, pursuant 1o Regukation 41 of the Uncertificated Securities Regulations 2001, specifies that only 1hose sharsholders registerad in the register of members
of 1he company as at 6pm on 14th May 2004 shall be entitled to attend or vole at the aforesaid general meeting in respect of the: number of shares registered in their
rarme at that ime. Changes to entres on the relevant register of secunfies after 8pm on 14th May 2004 shall be disreganded in determining the rights of any person to
attend or vole at the meeting. Every memier enlitled 1o atterd and vote at the meeling may appoint a proxy or proxies to attend and, ona poll, vole instead of him, The
proxy need ot himeelf be a member. A form of appointment of a proxy is enclosed

Copies of the following documents will be available for inspection by members at the compary's registered office during usual business hours on any weekday (public
Folidays excluded) from the date of this natice until the time of the annual general meeting and also at The Westbury Hotel during the annual general meeling and for at
least fiteen minutes prior to the mesting.

- the contracts of service relating o Messrs .0, Bums, S.F. Siver, C.J. Odom, N.Q. George and PM, Wiliams;
+ the dralt nules of the Derwent Valley Holdings plc Performance Share Plan 2004; and
« ihedraft les of the Denwent Valley Holdings plc Employee Trust

The register of the directors’ {and their farnilies’) interests in the ordinary shares of the compary will also be available for inspection at The Wesloury Hole! during the
fifteen minutes pricr to the mesting and throughout the: meeting.

Acopy of lhe draft rules of the Derwent Valley Holdings plc Performance Share Plan 2004 and the Derwent Valley Holdings ple Employee Trust will also be avallable for
inspection al Ihe offices of New Bridge Street Consuitants LLE, 20 Litile Britain, London, EC1A 7DH, during usual business hours on any weekday (public holidays
excluded) from the data of 1his nolice unll the time of the annual general meeting.
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Five year summary

Group gross rental income

Net revenue from properties

Adjusted proiit before taxation
Profti/{loss) on disposal of investments
Profit before taxation

Net assets
Investment property valuation
(Deficitl/surplus on revaluation of
iInvestment properties
Net borrowings

Cashflow
Net cash inflow from operating
activities less interast
Acquisitions
Capital expenditure on properties
Disposals

Adjusted eamings per share (o}
Dividend per share (p)

Adjusted net assets per share (p)
Net assets per share (p)

Total retum (%)
Gearing

Balance sheet (%)
Profit and loss

20{(:)3 20902 2%01 ZG;:)D 19299
47 .9 46.5 46.9 39.5 29.8
41.5 419 430 356.9 271
16.2 17.4 17.9 11.7 11.5

1.6 (2.0} 3.8 - 5.1
17.1 16.4 21.7 1.7 16.6

4776 5120 5337 4623 3765
8121 831.8 8335 7704 6041
(39.68) (9.3 683 81.9 53.3
301.8 2068 271.0 2834 2093
(5.0 {2568 125 (743 (66.4)
1.7 23.5 16.2 14.8 13.1
591 159 57.3 98.3 1017
24.0 3560 386 29.8 16.9
76.5 169 1045 466 45.4
2662 2660 2773 1657 1750
11.40 1040 935 8.50 7.70
920 98z 1020 884 720
898 963 1004 870 709
(5.2) 27) 1864 24.0 20.7
63.2 580 808 £61.3 5b.6
1.87 1.96 1.96 .63 1.97
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Financial calendar

Annual general meeting 20th May 2004
Payment of 2003 final dividend Sth June 2004
Announcement of 2004 interim results September 2004
Payment of 2004 interim dividend November 2004
Announcement of 2004 preliminary results March 2005
Payment of debenture interest 31stdanuary & 31st July
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Auditors
BDO Stoy Hayward LLP

solicitors
Slaughter and May

Stockbrokers
UBS

Clearing bankers
HSBC Bank pic

Registrars
Licyds TSB Registrars

Debeniure stock trustee
Royal Exchange Trust Company Limited
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