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Report of the directors

The directors present their report and the financial statements of the group for the year ended
31 January 2007,

Principal activities

The pnincipal activity of the group during the year was the purchasing, selling and repainng of motor
vehicles and other ancillary services.

Results and dividends

The trading results for the year, and the group's financial position at the end of the year are shown in the
artached consohidated financial statements, and are discussed further in the business review below

The directors have not recommended a divadend.
Business review

Financial overview
Following a period of stable performance, turnover for the year ended 31 January 2007 was £30.8
mullion - an increase of 4.4% on last year (2006: £29 5 nullion) The loss before tax was £117,142

The prior year loss before tax was £422,69%

The directors are pleased with the performance dunng the year and beleve that the group 1s in a stronger
position to contuue 1ts current performance levels

Financial performance
Financral performance for the year has been analysed as follows:

Year to Year to
31 January 31 January
2007 2006 Change
£ £ £ %
Turmover 30,812,596 29,511,955 1,300,641 4.4
Gross profit 3,979,917 3,601,058 378,859 10.5

Profit before tax (117,142) (422,699) 305,557 72.3
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Report of the directors (continued)

Strategy

The strategy adopted during the year has been to conunually build on the market posiion established by
the group. Thus strategy 15 based largely on well established models under the group's Jaguar, Lotus,
Peugeot and Skoda brands and the development of new models to be launched 1n the comung year. The
directors are not looking for lugh growth levels given a highly competitive marker place, but are instead
focused on stable quality growth and a focused after sales performance

Turnover
The directors consider the results for the year to be in hine with overall performance of the market.

Vehicle sales
The group recorded a strong performance in vehicle sales. New vehucles sold in the year were 806
(2006 - 781).

Service sales
The level of service hours represents a consistent performance year on year, with service hours having
increased by 2.3% on 2006

Parts sales
The level of parts sales represents a good performance year on year, with an increase n parts sales of
11 5%

Operating costs
2007 2006
£'000 £000
Operating costs 3,871,046 3,735,420

Wages and salanes represent the major element of operating costs.

Capital expenditure
Capital expenditure of £86,354 was incurred dunng the year

Environmental policy

Management continue to work towards the development of the group's environmental policy. It 1s our
objecuve to conunually mprove our performance n this area. When assessing the environmental
performance of the group, management consider various measures, including waste recychng and CO»
emussions from the group's vehicles
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Report of the directors (continued)

Summary of key performance indicators

The dwrectors have monrtored the progress of the overall group strategy and the individual strategic
elements by reference to certain financial and non-financial key performance indicators

2007
Growth 1n turnover (%) 4.4
New vehicle unns 806
Gross profit margin (%) 12,9
Operating profit margin (%) 0.5
Capital expenditure (£'000) 86
Average head count 132

Future developments for the business

2006
(3-8)

781

122

©.3)

74

128

Method of calculation
Annual growth in total sales.

Number of new vehicles sold in the
year

Gross profit margn 1s the ratio of
gross profit to sales expressed as a
percentage.

Operating profit margun 1s the rano
of operating profit to sales
expressed as a percentage

Investment made in respect of
captal nems during the year

Average of total monthly head
counts derived from the payroll
records

The directors recognise that industry competition has put pressure on pnces and margins We beleve
contiued manufacturer investment i the product range and our investment it customer care, together
with our strong working relationship with our manufacturers will enable us to improve on our market

position.
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Report of the directors (continued)

Principal risks and uncertainties

The management of the business and the nature of the group's strategy are subject to a number of
nisks

The directors have set out below the principal nisks facing the business. The directors are of the opmnion
that a thorough nsk management process i1s adopted which involves the formal review of all the nsks
idenuified below Where possible, processes are 1n place to monttor and mutigate such nisks.

Manufacturer supply of new and 1mproved products

We are relant on our new vehicle products from vehicle manufacturers Thus exposes the group to
nisks 1n a number of areas as the group 1s dependent on vehicle manufacturers 1n respect of

. availability of new vehucle product
. qualrty of new vehicle product
. pricing of new vehicle product

. nvestment in marketing of new vehucle product

The directors are confident that future new products from the manufacturers will be of a continued
huigh quality and that the manufacturers will continue to invest 1n the marketing of such new products
We mitigate this nsk by focusing on our other core business areas including used vehucle sales, parts
sales and service sales.

Economic downturn
The success of the business 1s rehant on consumer spending An economic downturn, resulting in
reduction of consumer spending power will have a direct impact on the income achieved by the group.

In response to this nsk, senior management aim to keep abreast of economic conditions In cases of |
severe economic downturn, marketing and pricing strategies are modified to reflect the new market |
conditions.

Competition

The motor retal market in which the group operates 1s hughly competitive As a result there 1s constant
downwards pressure on margins and the additional nisk of being unable to meet customers
expectations Policies of constant prnice monrtoning and continuing to focus on our high level of service

are 1n place to mitigate such nsks
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Report of the directors (continued)

Financial risk management objectives and policies

The group uses financial mstruments, other than denvatives, comprising borrowings, cash and other hquid
resources and vanous other rtems such as trade debtors and creditors that anse directly from s
operations. The man purpose of these financial instruments 1s to rase finance for the group's operations
The main nsks ansing from the group's financial instruments are interest rate risk and qudsty nsk. The
directors review and agree policies for managing each of these nsks and they are summarised below

Interest rate risk

The group finances 1ts operations through a mixture of retained profits, asset finance and bank
borrowings. The group's exposure to interest rate fluctuations on 1ts borrowings 1s managed by the use of

both fixed and floating facilizes.
Liquidity risk

The group seeks to manage financial sk by ensunng sufficient hquidity 1s available to meet foreseeable
needs and to invest any cash assets safely and profitably Short term flexibility 1s achieved by overdraft
facilmes.

Credit risk

The group's pnncipal financial assets are cash and trade debtors The credit risk associated with cash 1s
imrted as the counterparties have high credit ratings assigned by international credit-raung agencies. The
principal credit nsk anses therefore from trade debtors

In order to manage credit nisk the directors set credit kmnts for customers based on a combunation of
payment history and third party credit references Crednt lunats are reviewed by the credn controller on a
regular basis 10 conjunction with debt ageing and collection hustory
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Report of the directors (continued)

Directors’ responsibilities

The directors are responsible for prepanng the Annual Report and the financial statements 1n accordance
with applicable law and regulations

Company law requires the directors to prepare fmancial statements for each financial year. Under that law
the directors have elected to prepare the financral statements in accordance with United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice). The financial
statements are required by law to give a true and fair view of the state of affairs of the group and of the
profit or loss of the group for that period. In preparing these financial statements, the directors are
requured to

¢ select sutable accounung policies and then apply them consistently;
o make judgements and estimates that are reasonable and prudent;

e prepare the financial statements on the going concern basis unless it 1s inappropriate to presume that
the group will continue i business.

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any ume the financial position of the group and 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

rregulariies

In so far as the directors are aware.
e there 1s no relevant audit information of which the group’s auditors are unaware, and

e the directors have taken all steps that they ought 10 have taken vo make themselves aware of any
relevant audit information and to establish that the auditors are aware of that informauon

Auditor

A resolution to reappoint Grant Thornton UK LLP as auditor for the ensuing year will be proposed at the
annual general meeting in accordance with section 385 of the Comparues Act 1985

ON BEHALF OF THE BOARD

D] Walll.ngto
Director

2. Ocdges 200F
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Report of the independent auditor to the members of
Merritts Motor Group Limited

We have audrted the group and parent company financial statements (the "financial statements”) of
Merrmtts Motor Group Limned for the year ended 31 January 2007 which comprise the principal
accounting policies, the group profit and loss account, the group and company balance sheets, the group
cash flow statement and notes 1t0 25 These financial statements have been prepared under the
accounting policies set out therem.

Thus report 15 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 thar we mught stare to the company’s
members those matters we are required to state to them in an auditor's report and for no other purpose.
To the fullest extent permutted 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 opimons
we have formed.

Respective responsibilities of directors and auditors

The directors’ responsibilities for prepanng the Annual Report and the financial statements m accordance
with Unrted Kingdom law and Accounting Standards (United Kingdom Generally Accepted Accounting
Practice) are set out 1n the Statement of Directors’ Responsibilimes.

Our responsibility 1s to audit the financial statements i accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Companies Act 1985 We also report to you whether m our
opimon the mformation given 1n the Report of the Directors 1s consistent with the financial statements.

In addition we report to you if, n our opimion, the company has not kept proper accounting records, if we
have not recerved all the information and explanations we require for our audit, or if information specified
by law regarding directors’ remuneration and other transactions 1s not disclosed.

We read other mformation contaned 1n the Annual Report, and consider whether it 1s consistent with the
audited financial statements  Ths other information compnises only the Report of the Directors. We
consider the imphications for our report if we become aware of any apparent musstatements or matenal
mconsistencies with the financial statements  Our responsibilities do not extend to any other information.
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Report of the independent auditor to the members of
Merritts Motor Group Limited (continued)

Basis of audit opinion

We conducted our audtt in accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board. An audit includes examunation, on a test bass, of evidence relevant to
the amounts and disclosures in the financial statements. It also includes an assessment of the signuficant
estimates and judgments made by the directors in the preparation of the financial statements, and of
whether the accounting policies are appropnate to the group's and company's circumstances, consistently
applied and adequately disclosed.

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

Opinion
In our opwion:

" the financial statements give a true and far view, in accordance with United Kingdom
Generally Accepted Accounting Practice, of the state of the group's and the parent company's
affairs as ar 31 January 2007 and of the group's loss for the year then ended,

. the financial statements have been properly prepared in accordance with the Companies Act
1985, and
. the information given 1n the Report of the Directors 1s consistent with the financial statements.

oo Thonton e 27

GRANT THORNTON UK LLP
REGISTERED AUDITOR
CHARTERED ACCOUNTANTS
Central Milton Keynes

(¢ CLcHobe Z2oo7
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Principal accounting policies

Basis of accounting

The financial statements have been prepared under the historical cost convention, and 1in accordance with
applicable accounting standards

The principal accounting policies of the company reman unchanged from the previous year and are set
out below

Basis of consolidation

The consohdated financial statements incorporate the financial statements of the company and all group
undertakings. These are adjusted, where appropriate, to conform to group accounting policies
Acquisitions are accounted for under the acquisitton method and goodwill on consohidation 1s capitalised
and written off over its estimated useful ife. The results of companies acquired or disposed of are
included 1n the profit and loss account after or up to the date that control passes respectively. As a
consolidated profit and loss account 1s published, a separate profit and loss account for the parent
company 1s omitted from the group financial statements by virtue of section 230 of the Companies Act
1985.

Turnover

Turnover 1s the total amount recervable by the company for goods supphed and services provided,
excluding VAT and trade discounts

Sales of motor vehicles are recognised on delivery to the customer together with the associated
manufacturer vehicle bonus income. Any other manufacturer income i relation to achieving targets 1s
recognised on an accruals basis

Goodwill

Positive purchased goodwall ansing on acquusitions 1s capitalised, classified as an asset on the Balance
Sheet and amortised over ns estimated useful Life up to a maximum of 20 years Thus length of tume 1s
presumed to be the maximum useful life of purchased goodwill because 1t 15 dufficult to make projections
beyond this peniod. Goodwill 1s reviewed for impairment at the end of the furst full financial year
following each acqusitton and subsequently as and when necessary if circumstances emerge thar indicate
that the carrying value may not be recoverable

Amortisation

Amorusation 15 calculated so as to write off the cost of an asset, less its estimated residual value, over the
useful economuc life of that asset as follows.

Goodwill - 20years
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Principal accounting policies (continued)

Depreciation

Depreciation 1s calculated so as to write off the cost of an asset, less ts estimated residual value, over the
useful economuc life of that asset as follows:

Leasehold Property - Over the period of the lease and 4% straight ine
Plamt 8 Machinery - 15% reducing balance
Fixtures & Frungs - 15% reducing balance and 20% straight line

Fixtures & Froungs include computer equipment whuch 1s depreciated at 20% straght line

Stocks

Stocks are valued at the lower of cost and net realisable value, after making due allowance for obsolete
and slow moving rtems.

Under supply agreements with the manufacturers, the company has access to consignment stock during a
consignment period. Where the nature of these supply agreements transfers the nisks and rewards to the
company, whuch in substance gives the company control over the stock duning the consignment period
and Liabilities 1n respect of holding costs, the company recognises these stocks in the balance sheet
together with an equivalent lLiabiliy.

Work in progress
Work 1n progress 1s valued on the basis of direct costs.
Operating lease agreements

Rentals applicable to operating leases where substantially all of the benefits and nisks of ownership remain
with the lessor are charged against profits on a straight Line basis over the penod of the lease.

Pension costs

The company operates a defined contnibution pension scheme for employees The assets of the scheme
are held separately from those of the company The annual contributions payable are charged to the profit
and loss account.

Deferred taxation

Deferred tax 1s recogrused on all uming differences where the transactions or events that give the
company an obligation to pay more tax in the future, or a nght to pay less tax in the future, have occurred
by the balance sheet date Deferred tax assets are recognuised when 1t 1s more likely than not that they will
be recovered. Deferred tax 15 measured using rates of tax that have been enacted or substantively enacted

by the balance sheet date

Investments

Investments 1n the shares of group undertakings are stated at cost.
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Group profit and loss account

Group turnover

Cost of sales

Gross profit

Other operaung charges
Other operanng income

Operating profit/(loss)

Interest recervable
Interest payable and sumidar charges

Loss on ordinary activities before taxation

Tax on loss on or activities

Loss for the financial year

All of the activities of the group are classed as continuing,

Note

[+ BN | S W

10

14

2007 2006

£ £
30,812,596 29,511,955
26,832,679 25,910,897

3,979917 3,601,058
3,871,046 3,735,420
(49,679) (35,758)
158,550 (98,604)

12 -
(275,704)  (324,095)
(117,142)  (422,699)
(5,000) (6,000)
(112,142)  (416,699)

The group has no recogmsed gamns or losses other than the results for the year as set out above

The company has taken advantage of section 230 of the Companies Act 1985 not to publish 1ts own

Profit and Loss Account.

The accompanying accounting policies and notes form part of these financial statements.
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Group balance sheet

Fixed assets
Intangible assets
Tangible assets

Current assets
Stocks

Debtors

Cash 1n hand

Creditors: amounts falling due within one year
Net current liabilities
Total assets less current liabilities

Provisions for liabilities
Deferred taxation

Capital and reserves
Called-up equity share capital
Profit and loss account

Shareholders' funds

Note

11
12

14
15

16

17

20
21

22

15

2007 2006

£ £
234,062 260,326
872,600 911,873
1,106,662 1,172,199
4,888,189 4,053,464
1229925 1,333,633
1,545,959 1,514,502
7,664,073 6,901,599
8,395,891 7,581,812
(731,818)  (680,213)
374,844 491,986
9,000 14,000
365,844 477,986
299,310 299,310
66,534 178,676
365,844 477,986

The accompanying accounting policies and notes form part of these financial statements.
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Company balance sheet
2007 2006
Note £ £
Fixed assets
Tangible assets 12 20,144 14,706
Investments 13 399,410 399,410

419,554 414,116

Current assets

Debtrors 15 2,038,388 2,307,715
Creditors: amounts falling due within one year 16 3,896,202 3,613,571
Net current liabilities (1,857,814)  (1,305,856)
Total assets less current liabilities (1,438,260} (891,740)
Capital and reserves

Called-up equuty share capital 20 299,310 299,310
Profit and loss account 2t (1,737,570)  (1,191,050)
Deficit (1,438260)  (891,740)

These financial statements were approved by the directors on 2"00-] and are signed on their behalf

The accompanying accounting policies and notes form part of these financial statements.
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Group cash flow statement

Note
Net cash inflow from operating activities 23

Returns on investments and servicing of finance
Interest recerved
Interest pad

Net cash outflow from returns on investments and servicing of
finance

Capital expenditure
Payments to acquure tangible fixed assets

Net cash outflow from capital expenditure

Decrease in cash 23

17

2007 2006
5 £
233,947 199,208
12 -
(275,704)  (324,095)
(275,692)  (324,095)
(86,354) (74,325)
(86,354) (74,325)
(128,099)  (199.212)

The accompanying accounting policies and notes form part of these financial statements.




Merritts Motor Group Limited
Financial statements for the year ended 31 January 2007

Notes to the financial statements

Turnover

Tumover 1s wholly denved from within the Unrted Kingdom

Other operating charges

Administrative expenses

Other operating income

Rent recervable

Operating profit/(loss)

Operating profit/(loss) 1s stated after charging

Amortisation

Depreciation of owned fixed assets
Auditor's remuneration:

Audr fees

Other fees - auds of associated companues
Other fees - taxation

Operating lease costs
Other

18

2007 2006

£ £
3,871,046 3,735,420
2007 2006

£ £
49,679 35,758
2007 2006

£ £
26,264 26,264
125,627 121,110
3,800 4,250
23,500 23,250
5,000 3,250
368,000 368,000
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Notes to the financial statements (continued)

Particulars of employees

The average number of staff employed by the group dunng the financial year amounted to

Number of production staff
Number of admimstrative staff
Number of management staff

The aggregate payroll costs of the above were:

Wages and salanes
Social securtty costs
Other pension costs

Directors

Remuneration 1n respect of directors was as follows

Emoluments receivable
Value of company pension contrnibutions to money purchase schemes

Emoluments of highest pad director

Total emoluments (excluding pension contributions)
Value of company pension contributions to money purchase schemes

The number of directors who accrued benefits under company
pension schemes was as follows

Money purchase schemes

19

2007 2006
No No

60 86

56 29

16 13

132 128
2007 2006

£ £
2,981,203 2,763,364
323,448 307,951
64,768 75,554
3,369,419 3,146,869
2007 2006

£ £
198,041 215,776
8,075 9,147
206,116 224923
2007 2006

£ £
84,487 77,223
6,500 6,500
90,987 83,723
2007 2006
No No

2 3



Merritts Motor Group Linmted 20
Financial statements for the year ended 31 January 2007

Notes to the financial statements (continued)

Interest receivable

2007 2006
5 £
Bank interest recewvable 12 -
Interest payable and similar charges
2007 2006
£ £
Interest payable on bank borrowing 91,823 84,055
Other sumular charges payable 183,881 240,040
275,704 324,095
Taxation on ordinary activities
{a) Analysis of charge in the year
2007 2006
£ £
Current tax:
Total current tax charge for the year - -
Deferred tax:
Ongmation and reversal of urmung differences (5,000) (6,000)
(b) Factors affecung current tax charge
2007 2006
£ £
Loss on ordinary activiues before taxation (117,142) (422,699)
Loss on ordinary activities by rate of tax (22,255) (80,313)
Expenses not deductible for tax purposes 12,978 5,054
Caprial allowances in excess of depreciation (8,745) 11,178
Uubsed tax losses 24,647 71,897
Income not taxable for tax purposes (6,625) (7,057)
Other timing differences - (759)

Total current tax (note 9(a)) - .

———— p————
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Notes to the financial statements (continued)

Loss attributable to members of the parent company

The loss dealt with in the accounts of the parent company was £(546,520) (2006 - £(431,247))

intangible fixed assets

Group Goodwill
£

Cost

At 1 February 2006 and 31 January 2007 521,280

Amortisation

At 1 February 2006 260,954

Charge for the year 26,264

At 31 January 2007 287,218

Net book value

At 31 January 2007 234,062

At 31 January 2006 260,326

Tangible fixed assets

Group Leasehold Plant & Fixtures &

Property Machinery Fittings Total

£ £ £ £

Cost
At 1 February 2006 1,147,218 473,416 795,483 2,416,117
Addmions 6,750 64,754 14,850 86,354
At 31 January 2007 1,153,968 538,170 810,333 2,502,471
Depreciation
At 1 February 2006 583,375 309,482 611,387 1,504,244
Charge for the year 43,989 33,319 48,319 125,627
At 31 January 2007 627,364 342,801 659,706 1,629,871
Net book value
At 31 January 2007 526,604 195,369 150,627 872,600

At 31 January 2006 563,843 163,934 184,096 911,873
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Notes to the financial statements (continued)

Tangible fixed assets (continued)

Company

Cost
At 1 February 2006
Addmions

At 31 January 2007

Depreciation
At 1 February 2006
Charge for the year

At 31 January 2007

Net book value
At 31 January 2007

At 31 January 2006

22

Fixtures & Fittings
£

51,625
12,147

63,772

36,919
6,709

43,628

20,144
14,706
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Notes to the financial statements (continued)

Investments

Company
Cost
At 1 February 2006 and 31 January 2007

Net bocok value
At 31 January 2007

At 31 January 2006

Subsidiary undertakings

All held by the company-
Country of
incorporation
Merritts Jaguar Limited
England and Wales
Mermts Chesham Lumuted
England and Wales
Merritts Autopownt
Limited England and Wales
Merrtts of Amersham
Limited England and Wales

Proportion

of voting

rights and

Holding shares held
Ordinary

shares 100%
Ordinary

shares 100%
Ordinary

shares 100%
Ordinary

shares 100%

23

Group
companies
£

399,410

399,410
399,410

Nature of business

Motor trade
Motor trade
Motor trade
Non-trading

All of the subsidiary undertakings have been consolidated 1n the group financial statements All are
subsidiary undertakings by virtue of 100% ownershup by Mermts Motor Group Limnted.
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Notes to the financial statements (continued)

Stocks

Work 1n progress
Finished goods
Consignment stock

The group
2007 2006
£ £
16,834 10,479
2,890,872 2,780,757
1,980,483 1,262,228
4,888,189 4,053,464

2007
£

24

The company
2006

The directors have considered the substance of stocking arrangements with the manufacturer and
consider that the consignment stock held by the group 1s in substance an asset of the group. The group
has access to the benefit of the stock and exposure to the nisks and costs of holding 1t

The group has therefore recogmsed consignment stock 1n its balance sheet and a corresponding liability to

the manufacturer.

Debtors

Trade debrors

Amounts owed by group undertakings
Other debtors

Durectors' loan accounts

Prepayments and accrued income

The group The company

2007 2006 2007 2006

£ £ £ £
878,184 1,038,135 - -
- - 2,010,990 2,269,269

50,240 41,689 26,398 18,451

- 12,921 ) )

301,501 240,888 1,000 19,995
1,229,925 1,333,633 2,038,388 2,307,715
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Notes to the financial statements {continued)

Creditors: amounts falling due within one year

The group The company

2007 2006 2007 2006

£ £ £ £

Consignment stock 1,980,483 1,262,228 - -
Bank loans and overdrafts 2,306,091 2,146,535 2,306,091 2,120,103
Trade creditors 3,526,582 3,483,834 6,698 21,380
Amounts owed to group undertakings - - 1,311,039 1,163,570
Directors’ loan accounts 27,137 164,019 - 137,497
Other taxanion and social securiy 107,569 211,964 14,662 10,716
Other creditors 236,621 126,347 200,000 100,000
Accruals and deferred income 211,408 186,885 57,712 60,305

8,395,891 7,581,812 3,896,202 3,613,571

The bank loan and overdraft are secured by a debenture charging all of the assets and undertakings of the
group

Consignment creditor

Consignment stock amounting to £1,980,483 (2006. £1,262,228) 1s secured by way of a first fixed charge
and a first floating charge over all of the present and future property and assets of the company.

Trade creditors

Trade credrtors includes amounts due under manufacturer funding plans amounung to £1,193,321 (2006:
£1,482,190) which are secured by way of a first fixed charge and a first floating charge over all of the
present and future property and assets of the company.
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Notes to the financial statements {continued)

Deferred taxation

The movement 1n the deferred taxation provision duning the year was

The group The company
2007 2006 2007 2006
£ £ £ £
Provision brought forward 14,000 20,000 - -
Decrease n provision (5,000) (6,000) - -
Provision camed forward 9,000 14,000 T -

The group'’s provision for deferred taxation consists of the tax effect of uming differences in respect of:

2006 2005
£ £

Excess of taxation allowances over
depreciation on fixed assets 9,000 14,000

The group has unrelieved tax losses of £572,000 (2006 £517,000) available to offset against future taxable
trading profits subject to agreement by HM Customs and Revenue

Commitments under operating leases

At 31 January 2007 the group had annual commitments under non-cancellable operating leases as set out
below

The group Land and buildings
2007 2006
£ £

Operating leases which expire:

After more than 5 years 368,000 368,000
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Notes to the financial statements (continued)

Related party transactions

Mr] A Merritt is a director of the company and therefore both he and his children, Mr T ] Merritt and
Mrs C J Hrtcheock, are relared parties of the company. He 1s also a director and shareholder of Merntts
Properties Limuted with which the group trades Mr T ] Merri 1s also a director of the company.

Mr J A Merrat has made loans to the group As at 31 January 2007 £64,001 (2006: £64,019) was due to
hum. Interest charged on this loan amounted 1o £2,707 (2006. £14,335).

In addition Mr ] A Mermt rents a property to the group. The annual rent was £100,000 (2006 £100,000).

Biggleswade Investments Limnted (the parent company) has given the company's bankers a charge over a
property owned by 1t as security for the company's borrowings

Mr T ] Memtt and Mrs C ] Hrchcock have made loans to the group totalling £200,000 (2006 £200,000).
Interest charged on these loans duning the year totalled £24,002 (2006: £24,002)

Merritts Properties Limited leases a property to the group. The annual rent amounted to £100,000 (2006.
£101,621).

Mr J A Merritt 1s a director of Skimglade Limited which provides consultancy services to the group These
amounted to £2,000 (2006: £2,000)

Share capital

Auwuthonsed share capital
2007 2006
£ £
1,000,000 Ordinary shares of £1 each 1,000,000 1,000,000
Allotted, called up and fully paid.
2007 2006
No £ No £

Ordinary shares of £1 each 299,310 299,310 299,310 299,310
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Notes to the financial statements (continued)

Reserves

Group

At 1 February 2006
Loss for the year

At 31 January 2007
Company

At 1 February 2006
Loss for the year

At 31 January 2007

Reaconciliation of movements in shareholders' funds

Loss for the financial year

Opening shareholders' funds
Closing shareholders’ funds

Notes to the statement of cash flows

28

Profit and loss
account
£

178,676
(112,142)

66,534

Profit and loss
account
£

(1,191,050)
(546,520)

(1,737,570)

2007 2006
£ £

(112,142)  (416,699)
477,986 894,685

365,844 477,986

Reconciliation of operating profit/(loss) to net cash inflow from operating activities

Operating profit/ (loss)
Amorusauon

Depreciation
(Increase)/decrease in stocks
Decrease 1n debtors
Increase/(decrease) in creditors

Net cash inflow from operating activities

2007 2006

5 £
158,550 (98,604)
26,264 26,264
125,627 121,110
(834,725) 673,994
103,708 114,389
767,444 (637,945)
233,947 199,208
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Notes to the financial statements (continued)

Notes to the statement of cash flows (continued)

Reconciliation of net cash flow to movement in net debt

2007 2006
£ f
Decrease n cash in the period (128,099) (199,212)
Change 1n net debt (128,099) (199,212)
Net debt at 1 February 2006 (632,033)  (432,821)
Net debt at 31 January 2007 (760,132)  (632,033)
Analysis of changes in net debt
At At
1Feb 2006 Cash flows 31 Jan 2007
£ S £
Net cash.
Cash in hand and ar bank 1,514,502 31,457 1,545,959
Overdrafts (2,146,535) (159,556)  (2,306,091)
Net debt (632,033) {128,099) (760,132)

Contingencies

‘The company 1s a member of VAT group with Memnitts Jaguar Limited, Merritts Chesham Limired and
Merrts Autopoint Limited. At 31 January 2007 the VAT lLability under the group registration was
£48,064 (2006 £123,920).

The company has entered into a cross guarantee with other group compames in favour of Jaguar Financial
Services Lumited with regard to finance faciliies provided to Merritts Jaguar Limited. At 31 January 2007
the Liabdity was £2,861,113 (2006 £2,326,864).

The company has entered into a cross guarantee with other group companues 1n favour of Volkswagon
Finance Limited with regard to finance faciliies provided 1o Merrmes Autopount Lunited. At 31 January
2007 the hablity was £182,593 (2006:212,597)

There 15 a bank cross guarantee and debenture between the company, Merrmtts Jaguar Limited, Merrmts
Chesham Limuted, Merrtts Autopoint Limtted and Mernitts Amersham Limned. At 31 January 2007 the
total bank borrowings for the group were £761,934 (2006: £580,493)

Ultimate controlling related party

The ultsmate controlling related party of the company 1s the Merrts Trust, {the beneficianes of which are
Mr T ] Merrit and Mrs C ] Hitchcock) as a result of 1ts majonity shareholding in Biggleswade Investments
Limited, a company incorporated in the British Virgin Islands, which owns the entire share capral of
Merritts Motor Group Limited.




