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PRIMEMODERN LIMITED 04422287
DIRECTORS' REPORT

The directors of Pimemodern Limited (“the Company”) present their report and the audited financial
statements for the year ended 31 December 2011

ACTIVITIES AND BUSINESS REVIEW

Principal activity

The principal activity of the Company continues to be investment in property owning companies

The Company 1s a subsidiary of The Royal Bank of Scotland Group plc (“the Group") which provides
the Company with direction and access to ali central resources it needs and determines policies :n all
key areas such as finance, nsk, human resources or environment For this reason, the directors
believe that performance indicators specific to the Company are not necessary or appropriate for an
understanding of the development, performance or position of the business The annual reports of the
Group review these matters on a group basis Copies can be obtained from Group Secretanat, RBS
Gogarburn, Edinburgh, EH12 1HQ, the Registrar of Companies or through the Group's website at
rbs com

Business review

The directors are satisfied with the Company’s performance in the year The Company will be guided
by its ultimate parent company in seeking further opportunities for growth

Financial performance

The Company’s financial performance s presented in the Statement of Comprehensive Income on
page 6 The profit before tax for the year was £203,421 (2010 loss before tax £1,917,123) The
retained profit for the year was £165,654 (2010 retained loss of £1,402,727)

At the end of the year total assets were £4,803,272 (2010 £9,722,356) There was a decrease of 50%
in value of assets mainly due to decrease In fair value of available-for-sale investments (note 9)

Dividends
The directors do not recommend the payment of a dividend (2010 £nil)
Principal risks and uncertainties

The Company's financial nsk management objectives and policies regarding the use of financial
instruments are set out In note 12 and 13 to these financial statements

Going concern

The drrectors, having made such enquines as they considered appropriate, have prepared the
financial statements on a going concern basis They considered the accounis of The Royal Bank of
Scotland Group plc for the year ended 31 December 2011, approved on 22 February 2012, which
were prepared on a going concern basis

Directors and Secretary

The present directors and secretary, who have served throughout the year except where noted below,
are hsted on page 1

Director Appointed Resigned

R J Lawrence - 8 June 2012
A Davidson 8 June 2012 -

Secretary Appointed Resigned

R E Fletcher - 27 Apnl 2012
RBS Secretanal Services Limited 27 Apnl 2012 -




PRIMEMODERN LIMITED 04422287

DIRECTORS’ REPORT (continued)
STATEMENT OF DIRECTORS' RESPONSIBILITIES

The directors are responsible for preparing the annual report and the fiancial statements in
accordance with applicable law and regulations

Company law requires the directors to prepare a directors' report and financial statements for each
financial year and the directors have elected to prepare them in accordance with International
Financial Reporting Standards (IFRS) as adopted by the European Union {EU) Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true
and fair view of the state of affairs at the end of the year and the profit for the financial year of the
Company [n preparing these financial statements, under International Accounting Standard 1, the
directors are required to

select suitable accounting policies and then apply them consistently,
present information, including accounting pohcies, in a manner that provides relevant, reliable,
comparable and understandable information,

* provide additional disclosures when complance with the specific requirements in IFRS are
insufficient to enable users to understand the impact of particular transactions, other events and
conditions of the entity’s financial pasition and performance, and

» make an assessment of the Company’s ability to continue as a going concem

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

DISCLOSURE OF INFORMATION TO AUDITOR

Each of the directors at the date of approval of this report confirms that

* so far as they are aware, there 1s no relevant audit information of which the Company’s auditor 1s
unaware, and

» the director has taken all the steps that they ought to have taken to make themselves aware of
any relevant audit information, and to establish that the Company's audior 1s aware of that
infoermation

This confirmation 1s given and shall be interpreted in accordance with the provisions of section 418 of
the Companies Act 2006

AUDITOR
Deloitte LLP have expressed therr withingness to continue in office as auditor

Approved by the Board of Directors and signed on behalf of the Board

A R Artken
Director

Date FRNINE 2012




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF PRIMEMODERN LIMITED

We have audited the financial statements of Prmemodern Limited (‘the Company’) for the year ended
31 December 2011 which comprises the Statement of Comprehensive Income, the Balance Sheet, the
Statement of Changes in Equity, the Cash Flow Statement and the related notes 1 to 16 The financial
reporting framework that has been applied 1n therr preparation 1s applicable law and International
Financial Reporting Standards (IFRSs) as adopted by the European Union

This report 18 made solely to the Company's members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006 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 mn an auditor's report and for no
other purpose To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company's members as a boedy, for our audit work, for this
report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement, the directors are responsible for
the preparation of the financial statements and for being satisfied that they give a true and far view
Our responsibility 1s to audit and express an opinion on the financial statements 1n accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board's Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures m the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or error This includes an assessment of whether the
accounting policies are appropnate to the Company's circumstances and have been consistently
applied and adequately disclosed, the reasonableness of significant accounting estimates made by
the directors, and the overall presentation of the financial statements In addition, we read all the
financial and non-financial information in the annual report to identify matenal inconsistencies with the
audited financial statements |If we become aware of any apparent maternal misstatements or
inconsistencies we consider the implications for our report

Opinion on financial statements

in our opinion the financial statements

e give a true and fair view of the state of the Company's aftairs as at 31 December 2611 and of its
profit for the year then ended,

+ have been properly prepared in accordance with IFRSs as adopted by the Eurcpean Unton, and

* have been prepared in accordance with the requirements of the Comparnies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

in our opinion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared s consistent with the financial statements




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF PRIMEMODERN LIMITED
{continued)

Matters on which we are required to repaort by exception

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

e adequate accounting records have not been kepl, or returns adequate for our audit have not been
received from branches not visited by us, or

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

e certain disclosures of directors’ remuneration specified by faw are not made, or
we have not recerved all the nformation and explanations we require for our audit

2O

Simon Hardy, FCA (Senior Statutory Auditor)
For and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor,
London, Untted Kingdom

Date ‘2}? fS 9 _‘_&201 2




PRIMEMODERN LIMITED

STATEMENT OF COMPREHENSIVE INCOME
For the year ended 31 December 2011

04422287

2011 2010
Continuing operations Notes £ £
Revenue 3 196,510 190,863
Operating expenses 4 (35,104) (56,921)
Operating profit before tax 161,406 133,942
Foreign exchange gain/(loss) 58,113 {1,984,507)
Other interest income 5 6,476 14,260
Other interest expense 6 (22,574) (80,818}
Non-operating iIncome/(expenses) 42,015 (2,051,065)
Profit/(loss) before tax 203,421 (1,917,123}
Taxatron (charge)/credit 7 (37,767) 514,396
Profit/{loss) for the year 165,654 (1,402,727)
Other comprehensive income:
(Decrease)/increase In far value of available-for-sale
investments 9 (5,093,834) 185,620
Other comprehensive (loss)income before tax (5,093,834) 195,620
Taxation credit/(charge) 1,349,517 (54,774)
Other comprehensive (loss)/income after tax {3,744,317) 140,846
Total comprehensive loss for the year {3,578,663) (1,261,881}

The accompanying notes form an integral part of these financial statements




PRIMEMODERN LIMITED

BALANCE SHEET
As at 31 December 2011

04422287

2011 2010
Notes £ g
Assets
Non-current assets
Investment In subsidiaries 8 24,531 24,531
Available-for-sale investments 9 3,129,972 8,223,806
3,154,503 8,248,337
Current assets
Cash at bank 10 1,648,769 1,474,019
Total assets 4,803,272 9,722,356
Liabilities
Current liabilities
Amounts due to Group undertakings 11 18,316 -
Current taxation 289,081 1,600,831
307,397 1,600,831
Non-current liabilities
Amounts due to Group undertakings 11 6,623,131 6,670,117
Total liabilities 6,930,528 8,270,948
Equity
Share capital 14 1 1
Available-for-sale reserve 453,320 4,197,638
Retained earrmngs (2,580,577} (2,746,231)
Total equity (2,127,256) 1,451,408
Total liabiities and equity 4,803,272 9,722,356

The accompanying notes form an integral part of these financial statements

The financial statements were approved by the Board of Directors on Z.TJJ ,J(’; 2012 and signed on

its behalf by

A R Aitken
Director




PRIMEMODERN LIMITED

STATEMENT OF CHANGES IN EQUITY
For the year ended 31 December 2011

04422287

Available-
Share for-sale Retained
capital reserve earnings Total
£ £ £ £

At 1 January 2010 1 4,056,792 (12,476,666) {8,419,873)
Loss for the year - - (1,402,727} (1,402,727)
Capital contribution - - 11,133,162 11,133,162
Increase n the fair value of AFS
investments - 195,620 - 195,620
Tax charge on items taken to equity - (54,774) - (54,774)
At 31 December 2010 1 4,197,638  (2,746,231) 1,451,408
Profit for the year - - 165,654 165,654
Decrease in the fair value of AFS
investments - {5,093,834) - (5,093,834)
Tax charge on items taken to
equity - 1,349,517 - 1,349,517
At 31 December 2011 1 453,320  (2,580,577) (2,127,256}

Total comprehensive loss for the year of £3,578,663 (2010 £1,261,881) was wholly atirbutable to the

owners of the Company

The accompanying notes form an integral part of these financial statements




PRIMEMODERN LIMITED 04422287

CASH FLOW STATEMENT
For the year ended 31 December 2011

2011 2010

Notes £ £
Operating activities
Operating profit before tax 161,406 133,942
Increase In trade and other recevables - 450,000
Total movement in working capital - 450,000
Net cash flows from operating activities 161,406 583,942
Cash flows from investing activities
interest receivable 6,476 14,260
Net cash flows from investing activities 6,476 14,260
Cash flows from financing activities
Decrease in loans from Group undertakings (28,671) (8,740,699)
Interest paid (22,574) (80,818}
Net cash flows used in financing activities (51,245) (8,821,517)
Net increase/ (decrease) in cash and cash equivalents 116,637 (8,223,315)
Effect of foreign exchange rate changes 58,113 (1,984,507)
Cash and cash equivalents at 1 January 1,474,019 11,681,841
Cash and cash equivalents at 31 December 10 1,648,769 1,474,019

The accompanying notes form an integral part of these financial statements




PRIMEMODERN LIMITED 04422287
NOTES TO THE FINANCIAL STATEMENTS
1. Accounting policies

a} Presentation of financial statements

The accounts, which should be read in conjunction with the Directors’ Repert, are prepared on a going
concern basis and in accordance with with IFRS 1ssued by the International Accounting Standards
Board (IASB), and interpretations i1ssued by the International Financial Reporting Interpretations
Committee of the IASB as adopted by the EU (together IFRS)

The accounts are prepared on the historical cost basts except that the available-for-sale financial
assels are stated at therr fair value

The Company’s financial statements are presented in Sterling which 1s the functional currency of the
Company

The Company 1s incorporated in the United Kingdem and registered in England and Wales The
Company's inancial statements are presented in accordance with the Companies Act 2006

Adoption of new and revised standards
There are a number of changes to IFRS that were effective from 1 January 2011 They have had no
matenal effect on the Company's financial statements for the year ended 31 December 2011

b) Consolidated financial statements

The financial statements contain information about Primemodern Limited as an individual company
and do not contain consolidated financial information as the parent of a group The Company ts
exempt under IAS 27 Consolidated and Separate Financial Statements and section 400 of the
Companies Act 2006 from the requirement to prepare consoldated financial statements as the
Company and its subsidiaries are included by full consolidation in the IFRS consolidated financial
statements of its parent, The Royal Bank of Scotland Group plc, a public company registered In
Scotland

c) Foreign currencies

Transactions in foreign currencies are translated into Sterling at the foreign exchange rate ruling at the
date of the transaction Monetary assets and labilities denominated in foreign currencies are
transtated into sterling at the rates of exchange ruling at the balance sheet date Foreign exchange
differences ansing on translation are recognised in profit or loss  Non-monetary items denominated in
foreign currencies that are stated at farr value are translated into Sterling at foreign exchange rates
ruhng at the dates the values were determined and exchange differences on such items are
recognised in equity

d) Revenue recognition

Interest income on financial assets that are classified as loans and receivables or avalable-for-sale
and inferest expense on financial habilities other than those at far value through profit or loss are
determined using the effective interest method The effective interest method 15 a method of
calculating the amortised cost of a financial asset or financial hability (or group of financial assets or
habiities) and of allecating the interest Income or interest expense over the expected life of the asset
or habibty The effective interest rate 1s the rate that exactly discounts estimated future cash flows to
the instrument's iniial carrying amount Calcutation of the effective interest rate takes into account
fees payable or receivable, that are an integral part of the instrument's yield, premiums or discounts on
acquisition or issue, early redemption fees and transaction costs All contractual terms of a financial
instrument are considered when estimating future cash flows

Dividend income 1s recognised when the paying entity 1s obliged to make the payment

10




PRIMEMODERN LIMITED 04422287
NOTES TO THE FINANCIAL STATEMENTS (continued)

1. Accounting policies (continued)

e} Taxation

Income tax expense or Income, comprising current tax and deferred tax, 1s recorded in the income
statement except income tax on tems recogrused outside profit or loss which 1s credited or charged
to other comprehensive income or to equity as appropnate

Current tax 1s mncome tax payable or recoverable in respect of the taxable profit or loss for the year
ansing i income or in equity Provision 1s made for current tax at rates enacted or substantively
enacted at the balance sheet date

Deferred tax 1s the tax expected to be payable or recoverable in respect of temporary differences
between the carrying amount of an asset or iabiity for accounting purposes and its carrying amount
for tax purposes Deferred tax labilities are generally recognised for all taxable iemporary differences
and deferred tax assets are recognised to the extent that it 1s probable that they will be recovered
Deferred tax 1s not recogrised on temporary differences that anse from initial recognition of an asset
or liabiity in a transaction (other than a business combination) that at the time of the transaction
affects neither accounting nor taxable profit or loss Deferred tax 1s calculated using tax rates expected
to apply in the pertods when the assets will be realised or the abilities settled, based on tax rates and
laws enacted, or substantively enacted, at the balance sheet date

f) Investment in Group undertakings
The Company's interests in Group undertakings are stated at cost less provision for any impairment

g) Financial assets
On imitial recognition, financial assets are classified into loans and recewvables, designated as at far
value through protit or loss, or avallable-for-sale financial assets

Loans and receivables

Non-derivative financial assets with fixed or determinable repayments that are not gquoted in an active
market are classified as loans and receivables, except those that are classifted as availlable-ior-sate
or as held-for-trading, or designated as at fair value through profit or loss Loans and receivables are
initially recognised at fairr value plus directly related transaction costs They are subsequently
measured at amortised cost using the effective interest method (see accounting policy ¢) less any
impairrment losses

Available-for-sale

Financial assets that are not classified as held-te-matunty, held-for-trading, designated as at far
value through profit or loss, or loans and recewvables, are classiied as availlable-for-sale Financial
assets can be designated as available-for-sale on initial recognition Avalable-for-sale financial
assets are ntially recognised at farr value plus directly related transaction costs They are
subsequently measured at far value Imparment losses and exchange differences resulting from
retranslating the amortised cost of foreign currency monetary avalable-for-sale financial assets are
recognised in profit or loss together with interest calculated using the effective interest method (see
accounting policy ¢} Other changes in the fair value of available-for-sale financial assets are reported
In a separate component of shareholders’ equity until disposal, when the cumulative gain or loss 1s
recognised in profit or loss

h} Impairment of financial assets

The Company assesses at each balance sheet date whether there 1s any objective evidence that a
financial asset or group of financial assets classified as held-to-matunty, avalable-for-sale or loans
and recewvables 1s mparred A financial asset or portfolio of financial assets 1s i/mpaired and an
impairment loss incurred If there 1s objective evidence that an event or events since inifial recognition
of the asset have adversely affected the amount or timing of future cash flows from the asset

1) Financia! habilities
On imihial recogniien financial iabilities are classified into amortised cost

Amortised cost
All financiat babilittes are measured at amortised cost using the effective mterest method (see
accounting policy c)

1




PRIMEMODERN LIMITED 04422287
NOTES TO THE FINANCIAL STATEMENTS (continued)

1. Accounting policies (continued)

j) Cash and cash equivalents

In the Cash Flow Statement, cash and cash equivalents compnses cash and demand deposits with
banks together with short-term highly hquid investments that are readily convertible to known
amounts of cash and subject to insignificant nsk of change n value

k) Accounting developments

The 1ASB 1ssued IFRS 9 'Financial Instruments’ in November 2009 simplifying the classification and
measurement requirements in IAS 39 ‘Financial Instruments Recognition and Measurement' Iin
respect of financial assets The standard reduces the measurement categories for financial assets to
two far value and amortised cost A financial asset 1s classified on the basis of the entity’s bustness
model for managing the financial asset and the contractual cash flow characteristics of the financial
asset Only assets with contractual terms that give rise to cash flows on specified dates that are
solely payments of prnncipal and interest on the principal amount outstanding and which are held
within a business model whose objective 1s to hold assets in order to collect contractual cash flows
are classified as amortised cost All other financial assets are measured at farr value Changes in the
value of financial assets measured at fair value are generally taken to profit or loss

In October 2010, IFRS @ was updated to include the classification and measurement of habilities It 1s
not markedly different from |AS 39 except for habiliies measured at farr value where the movement is
due to changes in credit rating of the preparer it 1s recognised not in profit or loss but in other
comprehensive ncome

The standard 1s effective for annual penods beginning on or aiter 1 January 2015, early application 1s
permitted

This standard makes major changes to the framework for the classificaton and measurement of
financial assets however these will not have a significant efiect on the Company's financial
statements The changes relating te the classificatton and measurement of hiabiities carred at fair
value will have a less significant effect on the Company The Company I1s assessing these impacis
which are likely to depend on the outcome of the other phases of IASB's [AS 39 replacement project

The IASB issued an amendment to IAS 12 ‘Income Taxes' in December 2010 to clanfy that
recognition of deferred tax should have regard to the expected manner of recovery or settlement of
the asset or habiity The amendment and consequential withdrawal of SIC 21 'Deferred Tax
Recovery of Undertying Assets’, effective for annual penods beginning on or after 1 January 2012, 1s
not expected to have a matenal effect on the Company

In May 2011, the IASB 1ssued six new or revised standards

IFRS 10 Consohdated Financial Statements which replaces SIC-12 Consolidation - Special Purpose
Entiies and the consolidation elements of the existing IAS 27 Consolidated and Separate Financial
Statements The new standard adopts a single defintion of control a reporting entity controls
another entity when the reporting entity has the power to direct the activities of that other entty to
generate returns for the reporting entity

IAS 27 Separate Fmancial Statements which comprises those parts of the existing I1AS 27 that dealt
with separate financial statements

IFRS 11 Joint Arrangements which supersedes IAS 31 Interests in Joint Ventures IFRS 11
distinguishes between joint operations and joint ventures Joint operations are accounted for by the
nvestor recognising its assets and habkilities including its share of any assets held and habilities
incurred jontly and its share of revenues and costs Joint ventures are accounted for in the investor's
consolidated accounts using the equity method

IAS 28 Invesiments In Associates and Joint Ventures covers joint ventures as well as associates,

both must be accounted for using the equity method The mechanics of the equity method are
unchanged

i2




PRIMEMODERN LIMITED 04422287
NOTES TO THE FINANCIAL STATEMENTS (continued)

1 Accounting policies (continued)

k) Accounting developments {continued)

IFRS 12 Desclosure of Interests in Other Entities covers disclosures for entities reporting under IFRS
10 and IFRS 11 replacing those v I1AS 28 and IAS 27 Entities are required to disclose information
that helps financial statement readers evaluate the nature, nisks and financial effects associated with
an entity’s interests in subsidiaries, in associates and joint arrangements and in unconsclidated
structured entities

IFRS 13 Far Value Measurement which sets out a single IFRS framework for defining and
measunng farr value and requinng disclosures about farr value measurements

These standards are effective for annual periods beginning on or after 1 January 2013 Earler
applicatton 15 permited The Company 1s reviewrng the standards to determine their effect on the
Company's financal reporting

In June 2011, the IASB 1ssued amendments to two standards

Amendments to |AS 1 Presentation of ltems of Other Comprehensive Income that require items that
will never be recognised in profit or loss to be presented separately in other comprehensive income
from those that are subject to subsequent reclassification

Amendments IAS 19 Employee Benefits - these require the immediate recognmition of all actuanal
gains and losses eliminating the ‘corndor approach’, interest cost to be calculated on the net pension
hability or asset at the appropriate corporate bond rate, and all past service costs to be recognised
immediately when a scheme is curtalled or amended

These amendments are effective for annual periods beginning on or after 1 July 2012 and 1 January
2013 respectively Earler application 1s permitted The Company 1s reviewing the amendments to
determine their effect on the Company’s financial reporting

2 Cntical accounting policies and key sources of estimation uncertainty

The reported results of the Company are sensitive to the accounting policies, assumptions and
estimates that underlie the preparation of its financial statements UK company law and IFRS require
the drrectors, in preparing the Company’s financial statements, to select suitable accounting policies,
apply them consistently and make judgements and estimates that are reasonable and prudent In the
absence of an applcable standard or interpretation, IAS 8 ‘Accounting Policies, Changes n
Accounting Estimates and Errors’, requires management to develop and apply an accounting policy
that results in relevant and reliable information in the hght of the requirements and guidance in IFRS
dealing with similar and related issues and the |ASB's Framework for the Preparation and
Presentation of Financial Statements The judgements and assumptions nvolved in the Company’s
accounting policies that are considered by the directors to be the most important to the portrayal of its
financial condition are discussed below The use of estimates, assumptions or models that differ from
those adopted by the Company would affect its reported results

Fair value - financial instruments

Financial instruments classified as availlable-for-sale are recognised n the financial statements at far
value Unreahsed gains and losses on avallable-for sale financial assets are recognised directly in
equity unless an imparment loss 1s recognised

Financial instruments classified as designated as at far value through profit or loss are recognised n
the financial statements at far value Changes in farr value are recognised in profit or loss as they
arise

Fair value 1s the amount for which an asset could be exchanged, or a liability setiled, between
knowledgeable, willing parties 1in an arm's length transaction Farir values are determmed by reference
to observable market prices where available and reliable Where representative market prices for an
instrument are nct avallable or are unrehable because of poor hquidity, the farr value 18 denved from
prices for its components using appropriate pricing or valuation models

13




PRIMEMOLCERN LIMITED 04422287
NOTES TO THE FINANCIAL STATEMENTS (continued)
3. Revenue
2011 2010
£ £
Dmvidend received on equity investments 196,510 167,105
Other income - 23,758
196,510 180,863
4. Operating expenses
2011 2010
£ £
Legal and professional fees - 23,345
Management fees 35,104 33,576
35,104 56,921

None of the directors received any emoluments from the Company for thewr services to the Company

In the year ended 31 December 2011 (2010 £nil}

None of the directors had any matenal interest in any contract of significance in relation to the

business of the Company in the year ended 31 December 2011 (2010 £nil)

The Company did not have any employees in the year ended 31 December 2011 (2010 nil)

The auditor's remuneration of £7,000 (2010 £5,000) for statutory audit work for the Company was

borne by The Royal Bank of Scotland plc

5. Other interest income

2011 2010
£ £
Interest recewvable on deposits 6,476 14,260
6. Other interest expense
2011 2010
£ £
Interest payable on loan from parent 22,574 80,818
7. Taxation
2011 2010
£ £
Current taxation:
UK corporation tax credi for the year 53,893 (536,794)
(Over)/under provision in respect of prior perods {16,126) 22,398
Tax charge/(credit) for the year 37,767 (514,396)

The Company 1s resident in the United Kingdom for tax purposes The Company's corporation tax
habiity 15 determined in Sterling using the blended corporation tax rate in the United Kingdom of

26 5% for the period ended 31 December 2011 (2010 28%)

14




PRIMEMODERN LIMITED 04422287

NOTES TO THE FINANCIAL STATEMENTS (continued)
7. Taxation (continued)

The actual tax charge differs from the expected tax charge computed by applying the approximate
blended rate of UK corporation tax of 26 5% {2010 28%) as follows

2011 2010

£ £

Profit/(loss) before tax: 203,421 (1,917,123)
Expected tax {credit)/charge 53,893 (536,794}

Adjustments 0 respect of pnior periods (16,128) 22,398
Actual tax (credit)/charge for the year 37,767 (514,396)

The changes to tax rates and capital allowances proposed in the Budget 23 March 2011 are not
expected to have a matenal effect on the Company

8. Investment in Group undertakings

2011 2010
£ £
As at 1 January and 31 December 24.531 24,531

Details of investments in which the Company holds greater than 20% of share capital are as follows

Ordinary
Name of company Country of registration Share holding Nature of business
Rose Barn Secunties SAS France 100% Property investment
RBS Hotel Operator No 1 Limited United Kingdom 100% Property investment

The Company is the sole guarantor for £1 of Libra No 1 Limited, a company hmited by guarantee
9. Avallable-for-sale investments

Movements dunng the year were as follows

2011 2010
£ £
At 1 January 8,223,806 8,028,187
Farr value adjustment
- Decrease In fair value (5,007,956) {948,901}
- Foreign exchange adjustments {85,878) 1,144 521
At 31 December 3,129,972 8,223,806

The balances above at 31 December 2011 and 31 December 2010 relate to an investment in
125,887,500 equity shares of China New Town Development, a company listed on Singapore Stock
Exchange The notional currency in which the investments are traded 1s Singapore Dollars The fair
value of these investments 1s based on a quoted market price This investment was translated at spot
exchange rate at year end

10. Cash at bank

2011 2010
£ £
Cash at bank — Group 1,648,769 1,474,019

15




PRIMEMODERN LIMITED 04422287

NOTES TO THE FINANCIAL STATEMENTS (continued)

11. Amounts due to Group undertakings

2011 2010

£ £

Loan from intermediate parent company 6,623,131 6,670,117
Accruals — Management fees 18,316

6,641,447 6,670,117

The loan from the Company's intermediate parent has been ssued in Singapore Dollars During the
year ended 31 December 2010 the Company's intermediate parent company forgave an amount of the
intercompany loan of £11,133,162 The balance of £6,623,131 (2010 £6,670,117) 1s the year end
translated value of the Singapore Dollar loan The loan 1s a 3 month rolling loan wath a maturity date of
21 June 2012 The effective interest rate on the Singapore Dollar loan during the year ended 31
December 2011 vaned between 0 29% and 0 70% The carrying value of the loan as at year end
approximates to its fair value

12. Financial instruments

The following tables analyse the Company’s financial assets and labiities in accordance with the
categories of financial instruments in IAS 39 “Financial Instruments, Recognition and Measurement”
Assets and habilities outside the scope of IAS 39 are shown separately

Non
At financial
Available- Loans and amortised assets/
for-sale receivables cost habifities Total
2011 £ £ £ £ £
Asselts
Available-for-sale
Investments 3,129,872 - - - 3,129,972
Cash at bank - 1,648,769 - - 1,648,769
3,129,972 1,648,769 - - 4,778,742
Investment in Group
undertakings 24,531
4,803,272
Liabilities
Amounts due to Group
undertakings - - 6,641,447 - 6,641,447
Current taxation - - - 289,081 289,081
- - 6,641,447 289,081 6,930,528
Equity (2,127,256)
4,803,272
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PRIMEMODERN LIMITED 04422287

NOTES TO THE FINANCIAL STATEMENTS (continued)

12. Financlal instruments (continued)

Non financiat
Avaifable-for- Leansand At amortised assets/
sale recewvables cost labilites Total
2010 £ £ £ g £
Assets
Available-for-sale
investments 8,223,806 - - - 8,223,806
Cash at bank - 1,474,019 - - 1,474,019
8,223,806 1,474,019 - - 9,697,825

Investment in Group
undertakings 24 531

9,722,356

Liabilities

Amounts due to Group

undertakings - - 6,670,117 - 6,670,117

Current taxation - - - 1,600,831 1,600,831
- - 6,670,117 1,600,831 8,270,948

Equity 1,451,408

9,722,356

There are ne matenal differences between the carrying value and the fair value of the financial
instruments

Valuation hierarchy
Financial assets and habilities have been classified above according to a valuation hierarchy that
reflects the valuation technigues used to determine fair value

Level 1 valued by reference to unadjusted quoted process in active markets for dentical assets
and liabihities

Level 2 valued by reference to observable market data, other than quoted market prices

Level 3 valuation s based on inputs other than observable market data

The following tables show the financial instruments carred at fair value by hierarchy — level 1, level 2
and level 3

Level 1 Level 2 Level 3
2011 £ £ £
Assets
Available-for-sale investments 3,129,972 - -
Level 1 Level 2 Level 3
2010 £ £ £
Assets
Available-for-sale investments 8,223,806 - -
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PRIMEMODERN LIMITED 04422287

NOTES TO THE FINANCIAL STATEMENTS (continued)

13. Risk management

The principal nsks assoctated with the Company are as follows

Interest rate risk

Interest rate rnisk anses where assets and liabilities have drfterent repricing matunties The Company
manages interest rate risk by monitoning the consistency in the interest rate profile of its assets and
habilihes, and imiting any re-pricing mismatches

The following tables tndicate financial assets and habilibhes that are exposed to interest rate nsk
together with the corresponding range of applicable interest rates

Interest - bearing Non interest-bearing

Within After Within After
one year one year one year one year Total
2011 £ £ £ £ £
Financial assets
Cash at bank 1,648,769 - - 1,648,769
1,648,769 - - 1,648,769
Financial liabilities
Amount due to Group
undertaking — parent - 6,641,447 - 6,641,447
- 6,641,447 - 6,641,447
Net financial
assets/(liabllities) 1,648,769 (6,641,447) (4,992,678)
Interest - beanng Non interest-bearing
Within After Within After
one year one year one year  one year Total
2010 £ £ £ £ £
Financial assets
Cash at bank 1,474,019 - - 1,474,019
1,474,019 - - - 1,474,019
Financial liabilities
Amount due to Group
undertaking — parent - 6,670,117 - - 6,670,117
- 6,670,117 - - 6,670,117
Net financial
assets/(liabilities) 1,474,019 (6,670,117) - - (5,196,098}

Interest rate

% interest rate range,

2011

2010

Amounts due to Group undertakings (note 11)
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PRIMEMODERN LIMITED 04422287
NOTES TO THE FINANCIAL STATEMENTS (continued)

13. Risk management (continued)

Currency nisk

The Company 1s exposed to currency nisk due to its investment in available for sale financial assets
and loan from the intermediate parent company in Singapore Dollars

The Company's policy 1s normally to match foreign currency recervables with borrowings in the same
currency Any open position would be as a result of farr value adjustments to the financial assets This

exposure would not be hedged as tt 1s not structural in nature

The Company has the following open unhedged currency posiiions

2011 2010

£ £

Available for sale investments (see note 9) 3,129,972 8,223,806
Loan from intermediate parent company (see note 11) (6,641,447) (6,670,117)

3,511,475 1,553,683

Credit nisk

The objective of credit nsk management is o enable the Company to achieve appropriate rnsk versus
reward performance whilst maintaining credit sk exposure In line with approved appetite for the risk
that customers will be unable to meet their obligations to the Company

The key principles of the group’s Credit Risk Management Framework are set out below

= Approval of all credit exposure 1s granted prior to any advance or extension of credit

= An appropriate credit nsk assessment of the customer and credit facilities 1s undertaken prior to
approval of credit exposure This includes a review of, amongst other things, the purpose of credit
and sources of repayment, complance with affordability tests, repayment history, capacity to
repay, sensitivity to economic and market developments and risk-adjusted return

s Credit nsk authority is delegated by the Board and specifically granted in writing to all individuals
involved n the granting of credit approval In exercising credit authonty, the individuals act
independently of any related business revenue ongination

* All credit exposures, once approved, are effectvely moniored and managed and reviewed
penodically against approved imits Lower qualty exposures are subject to a greater frequency of
analysis and assessment

The Company's exposure to credit nisk 1s not considered to be significant as the credit exposures are
with Group companies (see Note 11) At 31 December 2011 there were no cutstanding or impared
loans due to the Company {2010 £nil)

Liquidity risk

Liquidity nsk 1s the nsk that the Company 1s unable to meet its obligations as they fall due
Management focuses on both overall balance sheet structure and the control, within prudent imits, of
nsk arnsing from the mismatch of maturities across the balance sheet and from undrawn commitments
and other contingent obligations it 1s undertaken within imits and other policy parameters set by
Group Asset and Liability Management Committee (GALCO)
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PRIMEMOQDERN LIMITED 04422287

NOTES TO THE FINANCIAL STATEMENTS (continued)
13. Risk management (continued)

Market risk
Market nsk 1s the potential for loss as a result of adverse changes in nsk ftactors including nterest
rates, foreign currency and equity prices together with related parameters such as market volatilities

The Company I1s exposed to market nsk due to assets and habilities present n its balance sheet

Market sensiivity analysis

The sensitivity analysis below has been determined based on the Company's assets and liabilities
present in the balance sheet as at the balance sheet date and by reference to a movement in market
interest rates, price & currency rates reasonably possible In the Company’s next financiat reporting
period

Interest rate risk - sensitivity analysis

If interest rates for the current year had been 50 basis ponts lower and thts movement applied to the
assets and labiliies as at the balance sheet date, the pre-tax profit for the year ended 31 December
2011 would have been £24,963 higher (2010 £25,980 higher) This would have mainly resulted from
lower financing costs In respect of its loans and lower interest iIncome In respect of cash balances
held

The inverse is equally true for the current year if interest rates had been 50 basis points higher
Currency risk - sensitivity analysis

If the Pound Sterling had been 5% weaker agamst its currency positions at balance sheet date, the
pre-tax profit for the year ended 31 December 2011 would have been £348,586 lower (2010 £351,059
lower) This would have resulted in lower foreign exchange gain on loans

The tnverse 15 equally true for the current year if the Pound Sterling had been 5% stronger against its
currency positions

Price nisk - sensitivity analysis

The Company has a quoted secunty A 5% decrease In the year end quoted price would decrease the
far value reserve and the investment value by £156,499 (2010 £411,190)

The inverse Is equally true for the current year if the quoted secunty traded 5% stronger

14. Share capital

2011 2010
£ £
Authonsed
1000 Ordinary Shares of £1 1,000 1,000
Allotted, called up and fully paid
1 Ordinary Shares of £1 1 1

The Company has one class of Ordinary Shares which carry no night to fixed income Holders of the
Ordinary Shares have the nght to receive notice of, to attend and to vote In respect of any resolution of
the Company Each Ordinary Share carrtes an equal entitlement to receive dividends out of the funds
of the Company that are legally available for distribution
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PRIMEMODERN LIMITED 04422287

NOTES TO THE FINANCIAL STATEMENTS (continued)

15. Capital resources

The Company’s capital consists of equity compnsing 1ssued share capial, retained earnings and loans
from Group undertakings The Company 15 a member of The Royal Bank of Scotland group of
companies which has regulatcry disciplines over the use of capital In the management of capital
resources, the Company 1s governed by the Group’s policy which is to maintain a strong capital base
it 15 not separately regulated The Group has complied with the Financial Services Authority's (FSA)
capital requirements throughout the year

16. Related parties

UK Government

On 1 December 2008, the UK Government through HM Treasury became the ultmate controlling party
of The Royal Bank of Scotland Group plc The UK Government's shareholding 1s managed by UK
Financial Investments imited, a company wholly owned by the UK Government As a result, the UK
Government and UK Government controlled bodies became related parties of the Company

Transachions between the Company, and the UK Government and UK Government controlled bodies,
consisted solely of corporation tax which i1s separately disclosed in note 7

Group undertakings

The Company's ultimate holding company 1s The Royal Bank of Scotland Group plc, which 1s
incorporated in Great Britain and registered in Scotland The Company's immediate parent company is
RBS Specialised Property Investments Limited which 1s incorporated in Great Britain and registered in
England and Wales

As at 31 December 2011, The Royal Bank of Scotland Group plc heads the largest group in which the
Company 1s consolidated and The Royal Bank of Scotfand plc heads the smallest group in which the
Company I1s consohdated Copies of the consolidated accounts of both companies may be obtained
from The Secretary, The Royal Bank of Scotland Group plc, Gogarburn, PO Box 1000, Edinburgh
EH12 1HQ

The Company was party to various transactions with The Royal Bank of Scotland plc These
transactions were entered into on an arms length basis unless stated otherwise

Income statement impact for the year ended 31 December 2011 1s set out in the table below

2011 2010
The Royal Bank of Scotland Plc £ £
Income
Interest recevable on bank deposits 6,476 14,260
Expenses
interest payable 22,574 80,818
Management fees 35,104 33,576
57,678 114,394
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NOTES TO THE FINANCIAL STATEMENTS {(continued)
16. Related parties (continued)

Balances with Group companies as at 31 December comprised

2011 2010
The Royal Bank of Scotland Plc £ £
Assets
Cash at bank 1,648,769 1,474,019
Liabilities
Amount due to Group undertaking 6,641,447 6,670,117

Capital Support Deed

The Company, together with other members of the Group, 15 party to a capital support deed (CSD)
Under the terms of the CSD, the Company may be required, if compatible with s legal obhigations, to
make distributions on, or repurchase or redeem, its Ordinary Shares The amount of this obligation Is
imited to the Company’s immediately accessible funds or assets, nghts, facilities or other resources
that, using best efforts, are reasonably capable of being converted to cleared, immediately available
funds (the Company's avallable resources) together with any amounts distnbuted to it by its
subsidiaries pursuant to the CSD The CSD alsc provides that, in certain circumstances, funding
recewved by the Company from other parties to the CSD becomes immediately repayable, such
repayment being imited to the Company's available resources

Key management

The Company is a subsidiary of The Royal Bank of Scotland Group plc whose policy 1s for companies
to bear the costs of therr full time staff The time and costs of executives and cther staff who are
prnmarily employed by the Group are not specifically recharged However, the Group recharges
subsidianes for management fees which Include an allocation of certain staff and administrative
support costs

In the Company and the Group, key management compnise directors of the Company and members of
the Group Executive Management Committee The emoluments of the directors of the Company are
met by the Group

The directors of the Company do not receive remuneration for specific services provided to the
Company
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