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BRIXTON NORTHFIELDS 5 LIMITED

DIRECTORS’ REPORT

The directors present their report and the audrted financial statements for the year ended 31
December 2007

RESULTS AND DIVIDENDS

In the year ended 31 December 2007 the profit/(loss) after tax of the company was £(37,715) {year
ended 31 December 2006 profit/(loss) after tax of £(138,486)) The directors do not recommend a
dividend for the year ended 31 December 2007 (year ended 31 December 2006 £nil)

PRINCIPAL ACTIVITIES AND REVIEW OF BUSINESS DEVELOPMENTS

The pnncipal activities of the Company are praperty investment and development It 1s a wholly-
owned subsidiary of Brixton plc, a company registered in England and Wales

The Company holds an investment in the property at North Circular Units, Northfields, Park Royal
The Company s expected to own the property for the foreseeable future

Real Estate Investment Trust legislation was intreduced in 2006 in the UK and the Brixton Group was
one of the first nine companies to elect from 1 January 2007

Brixton 1s 1n a good position, however it 1s not immune from wider influences and the ongoing
uncertainties in the global credit markets The effect of this on the economies of the UK, the US and
the Eurozone in particular 1s likely to have a dampening effect on the activities of the UK corporate
sector Slowing growth rates, combined with availability and pricing restrictions on finance, could
adversely affect occupational demand for property

We will therefore continue to closely monitor our tenants, specifically through the interaction of
B-Serv's customer management However, at this stage there have been no real signs of a matenal
stow down in accupational demand and no increase in our low levels of bad debt provisions or
insolvencies

A major negative for our sector Is that from 1 Apnl 2008 owners and tenants of vacant commercial
property will be liable for full rates following the Government's decision in the 2007 Budget to
withdraw empty rate relief This change has been introduced without consultation with the business
community and its effect on vacant industrial property 1s that rates will be payable n full after an
exemption period of 6 months Previcusly, vacant industnal property was exempt from rates
indefinitely in order to encourage businesses to expand

The Key Performance Indicators (KPls) specific to this Company relate to net rental income and profit
before tax as disclosed in the profit & loss account Due to the nature of the Company’s business all
other KPIis are set and monitored on a portfolto basis at Brixton plc Group level Management
monitors the UK property market through the analysis of market forecasts and the performance of the
property assets are compared aganst the IPD Annual Index A discussion of the Brixton Group's
performance against its target KPls can be found in the Operating Review of the Brixton plc Annual
Report and Accounts 2007

PRINCIPAL RISKS AND UNCERTAINTIES

The principal nsks and uncertainties of the Company can be classified under the heading of credit
nsk Credit nisk i1s the nisk that one party to a financial instrument will cause a financial loss for that
other party by faling to discharge an obligaton The Company's policies are amed at minimusing
such losses, and tenants are required to pay their rent in advance




BRIXTON NORTHFIELDS 5 LIMITED

DIRECTORS

The directors hoiding office dunng the year ended 31 December 2007 and the present membership of
the board 1s shown on page 1

The Company’s Articles of Association do not require the directors to retire by rotation
Liability insurance cover for directors and officers of the Company was mantained during the year

DISCLOSURE OF INFORMATION TO THE AUDITORS

So far as each person who was a director at the date of approving this report 1s aware, there s no
relevant audit information, being information needed by the auditor in connection with prepanng its
report, of which the auditor 1s unaware Hawving made enquires of fellow directors and the Company's
auditor, each direcior has taken all steps that he/she 1s obliged to take as a director in order to have
made himself/herself aware of any relevant audit information and to establish that the auditor 1s aware
of that information

AUDITORS
Ermnst & Young LLP have expressed therr willingness to continue in office as auditor of the Company

ELECTIVE RESCLUTION

On 9 October 2002 the Company passed an elective resolution in accordance with s379 of the
Companies Act 1985 In accordance with this resolution the Company 1s not required to lay reports
and financial statements before the shareholders in general meeting, to hold an Annual General
Meeting or to appoint auditors annually

By order of the board

R Howell ACA ﬂ@

Secretary

29 May 2008




BRIXTON NORTHFIELDS 5 LIMITED

STATEMENT OF DIRECTORS’ RESPONSIBILITIES

The following statement, which should be read in conjunction with the Independent Auditors’ Report
set out on page 5, is made with a view to distinguishing for shareholders the respective
responstbilities of the Directors and the Auditors 1n relation to the financial statements

The Directors are required by company law to prepare financial statements for each financial year,
which give a true and fair view of the state of affars of the Company as at the end of the financial
year and of the results of the Company for the year

In prepanng the financial statements the Directors have used appropniate accounting policies,
consistently applied and supported by reasonable and prudent judgements and estimates, and have
followed all applicabie accounting standards The financial statements have been prepared on a
going concern basis

The Directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy the financial position of the Company and which enable them to ensure that the financial
statements comply with the Companies Act 1985 The Directors are also responsible for
safeguarding the assets of the Company and for taking reasonable steps for the prevention and
detection of fraud and other irregulanties




BRIXTON NORTHFIELDS 5 LIMITED

INDEPENDENT AUDITOR'S REPORT TO THE MEMBER OF BRIXTON NORTHFIELDS 5 LIMITED

We have audited the company’s financial statements for the year ended 31 December 2007 which
comprise the Profit and Loss Account, the Statement of Total Recognised Gains and Losses, the
Note of Historical Cost Profits and Losses, the Balance Sheet and the related notes 1 to 16 These
financial statements have been prepared under the accounting policies set out therein

This report 1s made solely to the company's members, as a body, in accordance with Section 235 of
the Companies Act 1985 Our audit work has been undertaken so that we might state to the
company's members those matters we are required to state to them in an auditors' report and for no
other purpose To the fullest extent permitted by law, we do not accept or assume responsibility to
anyone other than the company and the company's members as a body, for our audit work, for this
report, or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for prepanng the financial statements in accordance with applicable
United Kingdom law and Accounting Standards (United Kingdom Generally Accepted Accounting
Practice) are set out in the Statement of Directors’ Responsibilities

Our responstbility 1s to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Irefand)

We report to you our opinien as to whether the financial statements give a true and fair view and
whether the financia! statements have been properly prepared in accordance with the Companies Act
1985 We also report to you whether in our opinion the informatton given in the directors' report is
consistent with the financial statements

In addition we report to you if, In our opinion, the company has not kept proper accounting records, If
we have not received all the information and explanations we require for our audit, or if infermation
specified by law regarding directors’ remuneration and other transactions 1s 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 International Standards on Auditing (UK and Ireland}
iIssued 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 estmates and judgments 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 apphed 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 matenal misstatement, whether caused by fraud or other
irregulanty 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 far view, in accordance with United Kingdom
Generally Accepted Accounting Practice, of the state of the company's affairs as at 31
December 2007 and of its loss for the year then ended,
* the financial statements have been properly prepared tn accordance with the Companies
Act 1985, and
= the information given in the directors’ report 1s consistent with the financial statements

%mkﬂ(.\f

Ernst & Young LLP
Registered auditor

London 3 A ¢ 2@0f




BRIXTON NORTHFIELDS 5 LIMITED

PROFIT AND LOSS ACCOUNT
for the year ended 31 December 2007

2007 2006

Notes £ £
NET RENTAL INCOME/EXPENSE) 2 214,499 190,847
Admintstrative expenses {45,000) (50,000)
NET OPERATING PROFIT/{LOSS) 169,499 140,847
EXCEPTIONAL PROFIT/ALOSS) ON DISPOSAL OF
PROPERTIES 5,899 -
PROFIT/{LOSS) BEFORE INTEREST 175,398 140,847
Net interest payable and similar charges 3 {213,113) (279,333)
PROFIT/(LOSS) ON ORDINARY ACTIVITIES
BEFORE TAXATION (37,715) (138,486)
Taxation 4 - -
PROFIT/(LOSS) ON ORDINARY ACTIVITIES
AFTER TAXATION (37,715) (138,486)
Equity dividends payable - -
RETAINED PROFITH{LOSS) FOR THE YEAR (37,715) {138,486)
MOVEMENT IN RETAINED PROFIT/LOSS)
Opening balance {394,973) (256,487)
Retained profit/({loss) for the year {37,715) (138,486)
Realisation of revaluation reserve - -
At 31 December (432,688) (394,973)

The results in the profit and ioss account relate to continuing operations




BRIXTON NORTHFIELDS § LIMITED

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
for the year ended 31 December 2007

2007 2006
£ £
Profit/{loss) for the year {37,715) (138,486)
Unreahsed surplus/(deficit) on valuation of properties {469,779) 582,000
Total recognised gains and losses for the year (507,494) 443 514
NOTE OF HISTORICAL CCST PROFITS AND LOSSES
Year ended 31 December 2007
2007 2006
£ £
Profit/(loss) on ordinary activities before taxation {37,715) (138,486)
Realisation of property revaluation surplus/(deficit) of
previous years - -
Historical cost profit/(loss} on ordinary activities before
taxation (37,715) (138,486)
Historical cost profit/(loss) for the year retained after taxation
and dividends (37,715) (138,486)




BRIXTCON NORTHFIELDS 5 LIMITED

BALANCE SHEET
at 31 December 2007

FIXED ASSETS
Investment properties
Investment in subsidiary undertakings

CURRENT ASSETS
DEBTORS
CREDITORS amounts falling due within one year

NET CURRENT ASSETS/(LIABILITIES)

TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: amounts falling due after more than one

year
Amount due to parent undertaking

Amounts due to associated group undertaking
Preference share lizability

Provision for habiities

NET ASSETS/(LIABILITIES)

CAPITAL AND RESERVES
Called up equity share capital
Revaluation reserve

Profit and loss account

EQUITY SHAREHOLDER’S FUNDS/(DEFICIT)

The financial statements were approved for 1ssue by the Board of Directors 29 May 2008

R Howell
Director

Notes

1"
12

2007 2006

£ £
5,180,000 5,646,000
5,180,000 5,646,000
10,247 12,682
(71,708) (55,781)
(61,461) (43,099)
5,118,539 5,602,901
(332,747) (309,078)
(450,537) (4,505,913)
(4,054,839) -
280,416 787,910

1 1

713,103 1,182,882
(432,688) (394,973)
280,416 787,910




BRIXTON NORTHFIELDS 5 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2007

1.  ACCOUNTING POLICIES
Accourting convention

The financial statements are prepared under the histoncal cost convention modified by the
revaluation of properties and in accordance with applicable accounting standards Compliance with
SSAP19 "Accounting for Investment Properties” requires a departure from the requirements of the
Companies Act 1985 relating to depreciation and amortisation and an explanation of this departure
1S given in the deprectation note

Fundamental accounting concept

These financial statements have been prepared under the going concern basis as Brixton plc, the
Company's parent undertaking has agreed to provide continuing support to the Company, at least
twelve months after the date of approval by the Directors of the financial statements for the year
ended 31 December 2007 subject to the Company remaining 100% owned by Brixton plc, to enable
the Company to meet its habilities as they fall due

Investment properties

All investment properties are valued annually The valuations are adopted in the financiat
statements and the surpluses and deficits are taken to revaluation reserve, except for those deficits
expected to be permanent which are included in the profit and loss account All long leasehold
properties with terms over 150 years are treated as freehold properties

Finance costs associated with direct expenditure on investment properties under development or
undergoing major refurbishment are capitalised from the commencement of the development work
until the date when the property 1s physically complete and becomes available for occupation The
capitalisation of finance cost 1s suspended If there are prolonged periods when development activity
I Interrupted

Depreciation

In accordance with SSAP19, no depreciation i1s provided in respect of investment properties This 1s
a departure from the requirements of the Companies Act 1985 which require all fixed assets to be
depreciated The Directors consider that this departure 1s necessary in order for the financial
statements to give a true and faw view as the properties are held for investment and not for
consumption

Depreciation or amortisation 1s only one of many factors reflected in the annual valuation and the
amount which might otherwise have been shown cannot be separately identified or quantified

Auditors’ remuneration

Auditors’ remuneration has been borne by Brixton plc The fee attributable to the Company for the
year ended 31 December 2007 was £2,000 (2006 £2,000) The Company 1s exempt from disclosing
the auditors’ fee for non-audit services since the ultimate parent company, Brixton plc, 1s required to
make these disclosures in its consolidated financial statements

Liabiity for taxation on investment properties

As all the Company’s investment properties are held as long term investments, no provision 1s made
for the tax which would anse if they were sold at their book values at the balance sheet date

Statement of cash flows

The Company has taken advantage of the exemption given in FRS1 (revised 1998) ‘Cash Flow
Statements’, from preparing a cash flow statement on the basis that it 1s a wholly owned subsidiary of
Brixton plc The consohdated financial statements of Brixton plc are publicly available




BRIXTON NORTHFIELDS 5 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2007

1. ACCOUNTING POLICIES continued

Net rental income
Income, which 1s stated net of value added tax, represents amounts invoiced to third parties for rental
Income receivable in relation to the leasing of investment properhes, net of associated property costs

Rental iIncome 1s recogrised on a straight-line basis over the lease term Lease incentives are
recognised over the shorter of the lease term and the date of the next rent review

Financial instruments

The Company has taken advantage of the exemption given in FRS 29 'Financial Instruments
Disclosures’ with respect to disciosures as the group controls at least 90% of the Company's voting
share capital, and the consolidated financial statements of Brixton plc, the ultimate parent undertaking
are publicly avallable

Related party transactions

The Company has taken advantage of the exception given in FRS 8, ‘Related Party Disclosures’
with respect to inter-group disclosures as the group controls at least 90% of the Company’s vaoting
share capital and that of associated group undertakings, and the consolidated financial statements
of Brixton plc, the uitimate parent undertaking are publicly available

Deferred tax

In accordance with FRS 19, deferred tax i1s provided in respect of all tming differences that have
ornginated, but not reversed at the balance sheet date that may give nse to an obligation to pay
more or less tax in the future As all of the Group's iInvestment properties are held as long-term
investments, deferred tax 1s not provided on timing differences arising from the revaluation of those
assets Following the sale of a property any deferred tax provision not required will be released to
the profit and loss account Deferred tax 1s measured on a non-discounted basis

Investments
Investments are stated at cost less provision for impairment
Group financial statements

The Company s exempt under s228 of the Companies Act 1985 from preparing group financial
statements because it has been included in the consolidated financial statements of Brixton
plc The information presented in these financial statements refers to the results of the
Company only

Accounting standards
All applicable accounting standards have been complied with

2. NET RENTAL INCOME/{EXPENSE)

2007 2006
£ £
Net rental iIncome/(expense) 214,499 190,847

The source and destination of Income 1s the United Kingdom The Company has one class of
bustness

10




BRIXTON NORTHFIELDS 5 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2007

3. NETINTEREST PAYABLE AND SIMILAR CHARGES

2007 2006

£ £

Third party interest receivable (85) -
Third party interest payable - -
Interest charged by/(to) parent undertaking (2,375) -
Interest charged by/(to) associated undertaking 26,503 279,333
Preference share dividend payable 189,070 -
213,113 279,333

Net interest payable I1s stated after deducting capitahsed interest of £nil (2006 £mil)

4. TAXATION

2007 2006

Deferred tax
Release of deferred tax in respect of conversion to REIT - -

Total deferred tax - -
UK corporation tax - -

Factors affecting the corporation tax charge for the year

Tax charge/(credit) on profit/(loss) on ordinary activities at

UK corporation tax rate of 30% (11,315} (41,548)
Effect of

Losses surrendered to/(by) associated group undertakings - 41,546
Impact of REIT tax exemption 11,315 -

11




BRIXTON NORTHFIELDS 5 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2007

4. TAXATION (continued)

The Brixton ple Group converted to a REIT (Real Estate Investment Trust) on 1 January 2007
Consequently, the Company s not expected to pay corporation tax on rentat income and
capital gains ansing on the disposal of qualifying investment properties in the future As the
Company's expected effective future tax 1s 0% no provision for deferred tax has been made as
at 31 December 2007

No provision was made in these accounts for the REIT entry charge, calculated as 2% of the
market value of the Company's property assets as at 1 January 2007, as an undertaking was
receved from its ulimate holding company, Brixton plc, that the latter will assume all iabilities
for this charge

5. INVESTMENT PROPERTIES

2007 2006
£ E

Freehold properties
Opening book value 5,646,000 5,064,000
Additions 3,779 -
Disposals - -
Revaluation surplus/(deficit) {469,779) 582,000
Book value at 31 December 5,180,000 5,646,000

The Company’s property was externally valued as at 31 December 2007 by CB Richard Ellis in
agcordance with the Appraisal and Valuation Standards of RICS which became effective on 1
May 2003, on the basis of market value Market value represents the figure that would appear in
a hypothetical contract of sale between a willing buyer and a willing seller Market value 1s
eshmated without regard to costs of sale

Investment properties have been included at market value after having deducted an amount of
£nii (2006 £nil) 1in respect of lease centives included in tenant debtors

The histoncal cost of investment properties as at 31 December 2007 was £4,466, 897 (2006
£4,463,118)

6. INVESTMENT IN SUBSIDIARY UNDERTAKINGS
2007 2006

Book value at 1January - -
Disposals - -

Book value at 31 December - -

12




BRIXTON NORTHFIELDS 5 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2007

7. DEBTORS
2007 2006
£ £
Amounts falling due within one year
— tenant debtors - 3,316
- prepayments and accrued income - 1,669
- other debtors 10,247 -= - 7,697
10,247 12,682
Amounts falling due in more than one year
— amounts due from parent undertaking - -
- amounts due from associated group undertaking - -
10,247 12,682
8. CREDITORS - AMOUNTS FALLING DUE WITHIN ONE YEAR
2007 2006
£ £
Trade creditors 27,800 -
Accruals and deferred income 42,100 52,960
Corporation tax creditor - -
Other creditors 1,808 2,821
71,708 55,781
9. PREFERENCE SHARE LIABILITY
Preference shares of £1 each
2007 2006
£ £
Authorised 4,999,000 4,999,000
Allotted, called up and fully paid 4,054,839 -

On 1 January 2007 the company 1ssued 4,054,839 £1 preference shares paying a cumulative
preferential dividend calculated at the average 12 month LIBOR rate for the period minus 100

basis points

13




BRIXTON NORTHFIELDS 5 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2007

10. PROVISION FOR LIABILITIES

2007 2006
£ £
Deferred tax -
Opening balance - -
Charge for the year - -
Batance at 31 December - -
11. EQUITY SHARE CAPITAL
Ordinary shares of £1 each
2007 2006
£ £
Authorised 1,000 1,000

Allotted, called up and fully pad
Opening balance 1 1
Issued In year - -

1 1
12. REVALUATION RESERVE

2007 2006

£ £

Opening balance 1,182,882 600,882
Revaluation surplus/{deficit) in year (469,779) 582,000
Transfer to profit and loss account - -
Balance at 31 December 713,103 1,182,882

14




BRIXTON NORTHFIELDS 5 LIMITED

NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 December 2007

13. RECONCILIATION OF MOVEMENTS IN SHAREHOLDER'S FUNDS/(DEFICIT)

2007 2006

£ £

Profit/(loss) for the year (37,715) (138,486)
Dwidends paid - -
(37,715) (138,486)

QOther recognised gains and losses for the year (469,779) 582,000
Share capital tssued - -
Net addition/(reduction) to shareholder's funds (507,494) 443 514
Opening shareholder’s funds 787,910 344 396
Closing shareholder's funds/(deficit) 280,416 787,910

14. CAPITAL COMMITMENTS

The directors have authorised future capital expenditure which amounts to

2007 2006

Contracted for - -
Not contracted for - -

15 ULTIMATE HOLDING COMPANY
The ultimate holding company 1s Brixton plc, a company registered in England and Wales

16. GROUP FINANCIAL STATEMENTS

The parent undertaking of the company for which group financial statements are drawn up and
of which the Company 1s a member is Brixton plc Copies of Brixton plc’s financial staterments
can be obtained from 50 Berkeley Street, London W1J 8BX



