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*Heron Southampton Properties Limited

DIRECTORS' REPORT

The directors submit their report and accounts for the year ended 31 December 2003.

RESULTS AND DIVIDEND

The result for the year and the state of the company’s affairs are as set out in the attached accounts.
The company is unable to pay a dividend for the year (2002 — £nil).

PRINCIPAL ACTIVITY

The principal activity of the company is that of property investment.

REVIEW OF THE BUSINESS AND FUTURE DEVELOPMENTS

The company’s principal investment was The Marlands Shopping Centre in Southampton which it sold during a
prior year.

DIRECTORS AND THEIR INTERESTS

The current directors of the company are as listed on page 1. On 1 October 2003 A I Goldman retired from the
board and D J Kitchen was appointed.

There are no directors’ interests which require to be disclosed under the Companies Act 1985.

AUDITORS

The company has passed a resolution under Section 386 of the Companies Act 1985 not to re-appoint auditors
annuatly. Emst & Young LLP have expressed their willingness to continue in office for this coming year.

By order of the board

Loussieny

Secretary

31 MAR 2004
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Heron Southampton Properties Limited

STATEMENT OF DIRECTORS' RESPONSIBILITIES IN RESPECT OF THE ACCOUNTS

Company law requires the directors to prepare accounts for each financial year which give a true and fair view of
the state of affairs of the company and of the profit or loss of the company for that vear. In preparing those
accounts, the directors are required fo:

. select suitable accounting policies and then apply them consistently;
. make judgements and estimates that are reasenable and prudent;

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

«  prepare the accounts on the going concern basis unless it is inappropriate to presume thar the company will
continue in business.

The directors confirm that the accounts comply with the above requirements.

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

Lo




INDEPENDENT AUDITORS® REPORT
to the members of Heron Southampton Properties Limited

We have audited the company's financial statements for the year ended 31 December 2003, which comprise the
Profit and Loss Account, Company Balance Sheet, Statement of Total Recognised Gains and Losses, and the
related notes 1 to 7. These financial statements have been prepared on the basis of the accounting policies set out
therein.

This report is made solely to the company's members, as a body, in accordance with Section 235 of the Companies
Act 1985, Our audit work has been undertaken so that we might state to the company's members those matters we
are required to state to them in an auditors' report and for no other purpose. To the fullest extent permitted by law,
we do not accept or assume responsibility to anyone other than the company and the company's members as a
body, for our audit work, for this report, or for the opinions we have formed.

Respective responsibilities of directors and auditors’

As described in the Statement of Directors' Responsibilities the company's directors are responsible for the

preparation of the financial statements in accordance with applicable United Kingdom law and accounting
standards.

Our responsibility ts to audit the financial statements in accordance with relevant legal and regulatory requirements
and United Kingdom Auditing Standards.

We report to you our opinion as to whether the financial statements give a true and fair view and are properly
prepared in accordance with the Companies Act 1983, We also report to you if, 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 received all the information and explanations we require for our audit, or if information specified by law
regarding directors’ remuneration and transactions with the company is not disclosed.

We read the Directors' Report and consider the implications for our report if we become aware of any apparent
misstatements within it.

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
financial statements. It also includes an assessment of the significant estimates and judgements made by the
directors in the preparation of the financial statements, and of whether the accounting policies are appropriate to
the company's circumstances, consistently applied and adequately disclosed.

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

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the company as at 31
December 2003 and of its loss for the year then ended and have been properly prepared in accordance with the
Companies Act 1985.

-

TV

Ernst & Young LLP
Registered Auditor
London

pae 31 MAR 2004




+ Heron Southampton Properties Limited

PROFIT AND LOSS ACCOUNT
for the year ending 31 December 2003

2003 2002

Notes £ £

Administrative expenses (120) (183)

OPERATING LOSS {120) (183)
LOSS ON ORDINARY ACTIVITIES

BEFORE TAXATION 2 (120) (183)

Tax on loss on ordinary activities 3 - -
LOSS ON ORDINARY ACTIVITIES

AFTER TAXATION {120) (183)

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

There are no recognised gains or losses other than the results for the years shown above.




* Heron Southampton Properties Limited

BALANCE SHEET
as at 31 December 2003

Notes

CURRENT ASSETS
Debtors - amounts falling due:

within one year 4

after more than one year 4
NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT LIABILITIES
CAPITAL AND RESERVES
Called up share capital 5
Profit and loss account - deficit 6
Equity shareholders’ funds 6
Equity shareholders’ funds
Non equity shareholders’ funds 5

Approved by the Board on

Director

31 MAR 2004

2003

33,442,014

2002

120
33,442,014

33,442,014

33,442,134

33,442,014

33,442,134

33,442,014

33,442,134

71,223,473
(37,781,459)

71,223,473
(37,781,339)

33,442,014

33,442,134

33,441,864
150

33,441,984
£30

33,442,014

33,442,134

and signed on its behalf by:




Heron Southampton Properties Limited

NOTES TQ THE ACCOUNTS
at 31 December 2003

1. ACCOUNTING POLICIES
Basis of preparation

The accounts have been prepared under the historical cost convention and in accordance with applicable
Accounting Standards.

The company is exempt, according to FRS 1 (revised 1996) from the requirement to prepare a statement of
cash flows, as it i3 a wholly owned subsidiary undertaking of Heron Corporation, the consolidated financial
statements of which will incorporate a consolidated statement of cash flows, including these of the company.

Investment properties

Properties in the course of development are stated at cost less provisions for any foreseeable permanent
diminution in value. Cost includes capitalised net outgoings and attributable interest up to practical
completion, whereupon the property is designated as completed. Interest is not capitalised. Investment
properties are valued externally on an open market basis on completion and at intervals of not more than five

years thereafter. In the intervening years, the properties are revalued on the same basis either externally or by
the directors.

Surpluses and deficits on revaluation of investment propertics are assessed on an individual basis and are
taken to revaluation reserve, unless the deficits are of a permanent nature, in which case they are written off to
the profit and loss account. Temporary deficits are taken to revaluation reserve even It this results in an
overall deficit on that reserve.

Deferred taxation

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result in an obligation to
pay more, or a right to pay less or to receive more, tax, with the following exceptions:

* provision is made for tax on gains arising from the revaluation {and similar fair value adjustments) of
fixed assets, and gains on disposal of fixed assets that have been rolled over into replacement assets, only
to the extent that, at the balance sheet date, there is a binding agreement to dispose of the assets
concerned. However, no provision is made where, on the basis of all available evidence at the balance
sheet date, it is more likely than not that the taxable gain will be rolied over into replacement assets and
charged to tax only where the replacement assets are sold;

¢ deferred tax assets are recognised only to the extent that the directors consider that is it more likely than
not that there will be suitable taxable profits from which the future reversal of the underlying timing
differences can be deducted.

Deferred tax is measured on an undiscounted basis at the tax rates that are expected to apply in the periods in
which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the balance
sheet date.

Related Party transactions

The company has taken advantage of the exemption in FRS 8 from disclosing transactions with related parties
that are part of the Heron International Limited group.

2. LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION
The audit fees for the year have been borne by another Group undertaking.

No director received any remuneration in respect of services rendered to the company during the year (2002 —
£nil).

The company did not employ any persons (2002- nil) during the year.




+ Heron Southampton Properties Limited

NOTES TO THE ACCOUNTS
at 31 December 2003

3.

TAX ON LOSS ON ORDINARY ACTIVITIES

No provision has been made for any current taxation liability arising during the year as it is anticipated that
sufficient losses will be available by other Group companies for no consideration to cover any such liability.
[n the event that sufficient losses are not available a parent undertaking of the company has undertaken io
indemnify the company for any tax liability which might arise. Conversely, that parent undertaking will not
pay the company for any tax losses which may be surrendered by the company during the vear.

A similar arrangement was entered into in respect of the vear ended 31 December 2002.

{a} Tax on loss on ordinary activities
The tax charge is made up as follows:

2003 2002

Current tax:
UK Corporation tax - -

Total current tax — -

Deferred tax:
Origination and reversal of timing differences - -

Tax on profit on ordinary activities - -

(b) Factors affecting current tax charge

The tax assessed on the loss on ordinary activities for the year is lower than the standard rate of corporation
tax in the UK of 30%. The differences are reconciled below:

2003 2002
£ £
Loss on ordinary activities before tax (120) (183)
Loss on ordinary activities multiplied by standard rate of corporation
tax in the UK of 30% (36) {55)
Tax losses carried forward 36 55

Total current tax — —

{c) Factors that may affect future tax charges

No deferred tax has been recognised in respect of tax losses carried forward at the vear end, on the grounds
there is insufficient evidence that such an amount will be recoverable in the following year. It is estimated
that the company has tax losses available for carry forward against future taxable profits of approximately
£6 million (2002: £6m) as at 31 December 2003.

DEBTORS 2003 2002
£ £

Amount falling due within on one year:

Other debtors - 120
~ 120




' » Heron Southampton Properties Limited

NOTES TO THE ACCOUNTS
at 31 December 2003

4.

DEBTORS {continued) 2003 2002

Amounts falling due after more than one year:
Amount due from parent undertakings 33,442,014 33,442,014

33,442,014 33,442,134

CALLED UP SHARE CAPITAL
Issued, allotted
Authorised and fully paid
2003 2002 2003 2002
£ £ £ £
Ordinary shares of £1 ¢ach 71,499,850 71,499,850 71,223,323 71,223,323
15% Non—cumulative preference shares
of £1 each 150 150 150 150

71,500,000 71,500,000 71,223,473 71,223,473

Preference Shares

The preference shares were issued at par and carry a dividend of 15% per annum payable in arrears. The
dividend rights are non-cumulative,

Preference shares carry no votes at meetings unless a special resolution would adversely affect their class of
rights.

On a winding up of the company, preference shareholders have a right to receive, in preference to other
shareholders, amounts paid up on their shares and dividend arrears.

RECONCILIATION OF SHAREHOLDERS' FUNDS AND MOVEMENTS ON RESERVES
Share Profit and

Capital  loss account Total

£ £ £

At 1 January 2002 71,223,473 (37,781,156) 33,442,317
Loss for the year - (183) (183)
A% 31 December 2002 71,223,473 (37,781,339) (33,442,134)
Loss for the year - (120) 120)

At 31 December 2003 71223473 (37,781,459) (33,442,014)

PARENT UNDERTAKINGS
The company’s immediate parent undertaking is Heron Property Corporation Limited.

The company’s ultimate parent undertaking is Heron International Limited. The parent undertakings of the
smallest and largest group of which the company is a member, and for which Group accounts are prepared,
are as follows:

Largest group - Heron International Limited, registered in the Cayman Islands
Smallest group — Heron Corporation, registered in England and Wales

Copies of the group accounts of Heron International Limited are filed with The Registrar of Companies,
Tower Building, Grand Cayman, Cayman Islands, British West Indies.

Copies of the consolidated accounts of Heron Corporation will be available from Companies House at Cardiff
CF4 3UZ once they have been filed.




