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PPG DEVELOPMENTS LIMITED
DIRECTORS' REPORT
FOR THE YEAR ENDED 31 JANUARY 2007

The directors present their report and the financial statements of the Company for the year ended
31 January 2007 Ths directors’ report has been prepared in accordance with the special provisions relating to
small compames under section 246(4) of the Companies Act 1985

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The principal activity of the Company during the year was the development of property within the UK for
medium and long term investment returns

RESULTS AND DIVIDENDS

The trading results for the year and the Company's financial position at the end of the year are shown 1n the
attached financial statements

The directors have not recommended a dividend (2006 £Nil)
FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Company's operations expose it to a variety of financial risks that include the effects of changes 1n debt
market prices, credit nisk, liquidity risk and interest rate nsk The company has in place a risk management
programme that seeks to lrmit the adverse effects on the financial performance of the Company

Credat risk

The Company has implemented a policy that requires credit checks on prospective purchasers and tenants and
regular monitoring of existing tenancies

Liquidity risk

Operations are financed by a mixture of shareholders’ funds and bank borrowings The objective 13 to ensure a
mix of funding methods offening flexibility and cost effectiveness to match the needs of the Company

Interest rate cash flow risk

The Company policy 1s to arrange core debt, bank loans and overdrafts, with a floating rate of interest plus an
agreed margin to manage 1ts exposure to interest rate movements on 1ts bank borrowings

THE DIRECTORS AND THEIR INTERESTS IN THE SHARES OF THE COMPANY

The directors who served the Company duning the year together with their beneficial mmterests 1n the shares of
the Company were as follows

Sir D E Murray
I B Tudhope

J R Davies

A Glasgow

L Higgins

At 31 January 2007, none of the directors had any interests in the share capital of the company (2006 — Nil) The
mnterests in the share capital of the ultimate holding company (Note 17) of those directors of the Company who
are also directors of the ultimate holding company are disclosed m the directors’ report accompanying that
company’s financial statement




PPG DEVELOPMENTS LIMITED

DIRECTORS' REPORT (Continued)
FOR THE YEAR ENDED 31 JANUARY 2007

DIRECTORS’ RESPONSIBILITIES

The directors are responsible for preparing the financial statements 1 accordance with applicable law and
United Kingdom Generally Accepted Accounting Practice

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

select suitable accounting policies and then apply them consistently,

make judgements and estimates that are reasonable and prudent,

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

prepare the financial statements on the going concern basis unless it 1s mapproprate to presume
that the Company will continue m business

The directors are responsible for keeping proper accounting records, for safeguarding the assets of the Company
and for taking reasonable steps for the prevention and detection of fraud and other irregulanties

In so far as the directors are aware
there 1s no relevant audit mformation of which the Company's auditor 1s unaware, and

the directors have taken all steps that they ought to have taken to make themselves aware of any
relevant audit information and to establish that the auditor 1s aware of that information

AUDITOR

Grant Thormnton UK LLP was appointed as auditor to fill a casual vacancy m accordance with section 388(1) of
the Compamies Act 1985 Special notice pursuant to section 388(3) having been given, a resolution to reappoint
Grant Thornton UK LLP as auditor will be proposed at the Annual General Meeting

BY ORDER OF THE BOARD

bov\,;d*\/omu,

D Home

Secretary
14 June 2007




REPORT OF THE INDEPENDENT AUDITOR TO THE MEMBERS OF PPG DEVELOPMENTS
LIMITED

We have audited the financial statements of PPG Developments Limited for the year ended 31 January 2007
which comprise the principal accounting poheies, the profit and loss account, the balance sheet and notes 1 to
18 These financial statements have been prepared under the accounting policies set out theremn

This report 1s made solely to the Company’s members, as a body, in accordance with Section 235 of the
Comparues Act 1985 OQur 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 auditor's report and for no other purpose To the fuliest
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 opimons we have formed

Respective responsibihties of directors and auditor

The directors' responsibilities for preparing the Directors’ Report and financial statements in accordance with
Umnited Kingdom law and Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are
set out 1n the Statement of Directors’ Responsibihities

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

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

In addition we report to you 1f, i our opimon, the Company has not kept proper accounting records, if we have
not received all the information and explanations we require for our audit, or 1if information specified by law
regarding directors' remuneration and other transactions 1s not disclosed

We read the Directors' Report and consider the imphcations for our report if we become aware of any apparent
misstatements within 1t

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the
Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the amounts
and disclosures m the financial statements It also includes an assessment of the significant estimates and
judgements made by the directors in the preparation of the financial statements, and of whether the accounting
policies are appropriate to the Company's circumstances, consistently applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary i 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 opmion we also evaluated the overall adequacy of the presentation of information 1n the financial
statements




REPORT OF THE INDEPENDENT AUDITOR TQO THE MEMBERS OF PPG DEVELOPMENTS
LIMITED (Continued)

Opmion
In our opimion

] the financ:al statements give a true and fair view, m accordance with United Kingdom
Generally Accepted Accounting Practice, of the state of the Company's affairs as at 31
January 2007 and of s loss for the year then ended,

. the financial statements have been properly prepared in accordance with the Compames
Act 1985, and

" the information given 1n the Directors' Report 1s consistent with the financial statements

Gk Tl d Uk 1Lt

GRANT THORNTON UK LLP
REGISTERED AUDITOR
CHARTERED ACCOUNTANTS
GLASGOW

14 FUNE 2007




PPG DEVELOPMENTS LIMITED

PROFIT AND LOSS ACCOUNT

FOR THE YEAR ENDED 31 JANUARY 2007

Notes 2007 2006
TURNOVER 2 £ 285,545 £ 470,056
Cost of sales (191,228) (103,917)
GROSS PROFIT 94317 T 366,139
Other operating expenses 3 (413,782) (3,757)
OPERATING (LOSS) / PROFIT  (319,465) 362,382
Interest payable and stmular charges 5 (719,556} (712,615)
LOSS ON ORDINARY
ACTIVITIES BEFORE TAXATION 6 (1,039,021) (350,233)
Tax on loss on ordinary activities 7 311,706 105,070
LOSS FOR THE FINANCIAL
YEAR 13 £ (727,315) £ (245,163)

The current year and prior year results have been derived whoily from continuing operations

The Company has no recogmised gains or losses in either year other than the reported loss for each year and
therefore no Statement of Total Recognised Gains or Losses 1s presented

The reported loss on ordinary activities before taxation equates to the historical cost loss on ordinary activities
before taxation

The accompanying notes form an integral part of this profit and loss account




PPG DEVELOPMENTS LIMITED

BALANCE SHEET 31 JANUARY 2007

Notes
FIXED ASSETS
Tangible assets 8
CURRENT ASSETS
Stocks 9
Debtors 10
CREDITORS Amounts falling due
within one year 1

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

NET LIABILITIES

CAPITAL AND RESERVES

Called up share capital 12
Profit and loss account i3
SHAREHOLDERS® DEFICIT 14

007

£ 4,088,085

8,214,018
439,329
8,653,347
(13,905,239}
(5,251,892)
(1,163,807)
£ (1,163,807)
£ 1,000

(1,164,807)

£ (1,163,807)

The accompanying notes form an integral part of this balance sheet

SIGNED ON BEHALF OF THE BOARD ON 14 JUNE 2007

I B Tudhope

) o .
) DlrectorslM .\. * _/
L Higgins ) % wund

2006

£12,700,184

189,067

T 189,607
(13,325,743)
(13,136,676)

(436,492)

£ (436,492)

£ 1,000

(437,492)

£ (436,492)



PPG DEVELOPMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS

ACCOUNTING POLICIES

The principal accounting policies which have been applied consistently throughout the year and the
preceding vear are

{a) Basis of accounting

The financial statements have been prepared under the lstornical cost convention, modsfied to include
revaluation of certamn invesiment properties, and n accordance with applicable United Kingdom
accounting standards, unless otherwise stated

No cash flow statement has been presented as provided by FRS 1 (Revised) as the consolidated financial
statements of the ultimate holding company (Note 17} contain a consolidated cash flow statement which
includes the cash flows of this Company, and are publicly available

(b) Tangible fixed assets

Development properties are those properties in respect of which construction and development have not
been completed at the balance sheet date, and are reflected at cost, including an allocation of overheads
and interest charges on external borrowings which are related to the properties, where recoverability 1s
reasonably certain In the opiien of the directors, the residual value of those development properties
currently being operated for business purposes 1s sufficient to ellmmate the requirement for depreciation
Provisions are made against the carrying value of development properties when the directors consider book
value to exceed recoverable value The directors consider that these policies are necessary to provide a
true and fair view

Development properties are classified within tangible fixed assets or stocks according to the specific
disposal or realisation strategy for each property with all properties held for both development and resale
treated as stock

Where there 1s a fundamental change 1n the nature of an investment property such as the commencement of
development activity 1t will be reclassified as a development property within tangible fixed assets or
transformed to stocks in lme with the above criteria

In accordance with SSAP 19, investment properties are revalued annually Surpluses or deficits on
individual properties are transferred to the investment revaluation reserve, unless a deficit (or 1ts reversal)
15 expected to be permanent and 1s 1n excess of any previously recogmsed surplus over cost related to the
same property, 1n which case 1t 1s charged (or credited) to the profit and loss account Depreciation 1s not
provided 1n respect of freehold mvestment properties or leaschold mvestment properties where the
unexpired term of the lease 15 more than 20 years The directors consider that this accounting policy,
which represents a departure from the Compames Act, 1s necessary to provide a true and fair view

(c) Stocks and work 1n progress

Development properties held for development and resale are valued at the lower of the cost and net
realisable value Land held for development, including land i the course of development until legal
completion of sale, 1s valued at cost with no addition of overheads Work in progress on development
properties 1s valued at the cost of labour and materials with no addition of overheads, plus interest incurred
on borrowings for development expenditure until the date of practical completion




PPG DEVELOPMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

ACCOUNTING POLICIES (continued)

{d) Capitahsed interest

Interest 1s capitalised from the pomt at which development expenditure 1s incurred until the date of
practical completion, except where there 15 a substantial delay between acquisition and commencement of
physical construction, where capitalisation will commence at the latter point

(e) Taxation

Current tax, including UK corporation tax, 1s provided at amounts expected to be paid {or recovered) using
the tax rates and laws that have been enacted or substantively enacted by the balance sheet date

The taxation habtlities of certain group undertakings are reduced wholly or m part by the surrender of
losses by fellow group undertakings The tax benefits anising from group relief are normally recogmsed n
the financial statements of the surrendering undertakings

Deferred tax s recogmsed n respect of all iming differences that have originated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax n the future or
a right to pay less tax in the future have occurred at the balance sheet date Timing differences are
differences between the company’s taxable profits and 1ts results as stated in the financial statements that
arise from the mclusion of gains and losses 1n tax assessments n periods different from those in which
they are recognised 1n the financial statements

A net deferred tax asset 1s regarded as recoverable and therefore recognised only when, on the basis of all
avallable evidence, 1t can be regarded as more likely than not that there will be suitable taxable profits
from which the future reversal of the underlying tuming differences can be deducted

Deferred tax 15 not recogmsed when fixed assets are sold and it 18 more likely than not that the taxable gain
will be rolled over, being charged to tax only 1f and when the replacement assets are sold

Deferred tax 1s measured at the average tax rates that are expected to apply n the penods in which the
timing differences are expected to reverse, based on tax rates and laws that have been enacted or
substantively enacted by the balance sheet date Deferred tax 1s measured on a non discounted basis

(f) Turnover and revenue recognition
Turnover comprises the sale of property and rental income and 1s net of VAT Turnover 1s generated

wholly within the UK Rental mmcome 13 recogmsed as 1t 1s earned Income from the sale of development
properties 1s recognised when the transaction 1s complete




PPG DEVELOPMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

TURNOVER i
|

Segmental information

L]
]
o |

200

=3

Property development and investment £ 285,545 £ 470,056

Included within turnover 15 £285,545 (2006 — £410,056) relating to rental income The remaining turnover
represents other income

OTHER OPERATING EXPENSES

The following are included in other operating expenses

2007 2006

Admimstrative expenses £ 15,701 £ 3,757
Permanent diminution 1n development properties 368,081

£ 413,782 £ 3,757

STAFF COSTS

The Company had no employees during the current and prior year and none of the directors received any |
remuneration from the Company or from other undertakings in respect of services to 1t

INTEREST PAYABLE AND SIMILAR CHARGES

The following are mcluded 1n interest payable and stmilar charges |

2007 2006

On bank overdraft £ 719,486 £ 712,615
Other mterest 70 ‘

£ 719,556 £ 712,615

LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION
Loss on ordinary activities before taxation 1s stated afier charging

2007

[
=
[=3}

Auditor’s remuneration for audit services £ 1,000 £ 1,500




PPG DEVELOPMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

TAX ON LOSS ON ORDINARY ACTIVITIES
The tax credit comprises

2007 2006

Current tax
UK corporation tax £ (311,706) £ (105,070)

No deferred tax provision has been made n the current or prior year In the opimon of the directors there 1s
no unprovided deferred tax at 31 January 2007 (2006 £Nil)

There are no differences between the total current tax shown above and the amount calculated by applying
the standard rate of UK corporation tax to the loss before tax

The Company earns 1ts profits in the UK, therefore the tax rate used for tax on loss on ordinary activities 18
the standard rate for UK corporation tax, currently 30% (2006 — 30%)

TANGIBLE FIXED ASSETS

The movement in the year was as follows

Investment Development

properties properties Total
COST
At 1 February 2006 £ 4,088,085 £ 8,612,099 £ 12,700,184
Amounts written off (398,081) (398,081)
Transfers to stock (8,214,018) (8,214,018)
At 31 January 2007 £ 4,088,085 £ £ 4,088,085
DEPRECIATION
At 1 February 2006 and
31 January 2007 £ £ £
NET BOOK VALUE
At 31 January 2007 £ 4,088,085 £ £ 4,088,085
At 31 January 2006 £ 4,088,085 £ 8,612,099 £ 12,700,184

Investment properties, which are all freehold, were valued on an open market existing use basis as at 31
January 2007

The valuation was undertaken by an officer of the Company who 1s a qualified chartered surveyor The
valuation was made in full compliance with the RICS Appraisal and Valuation Manual

In accordance with SSAP 19, the investment properties are not depreciated It 1s not possible to quantify
the depreciation which would otherwise have been charged

Cumulative interest included n the cost of investment and development properties amounts to £34,054
(2006 £384,229)

10
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PPG DEVELOPMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

STOCKS

L]

007

Work tn progress £ 8214018

g
<
h

Cumulative interest included in the cost of work 1n progress amounts to £302,507 (2006 £Nii)

DEBTORS

The following amounts are included in the net book value of debtors

007 2006
Trade debtors £ 1,018 £ 120,818
Amounts owed by other group undertakings 311,706 47,6590
Other debtors and prepayments 112,775 20,559
VAT 13,830
£ 439329 £ 189,067
CREDITORS AMOUNTS FALLING DUE WITHIN ONE YEAR
The following amounts are mcluded m creditors falling due withun one year
2007 2006
Bank overdraft (secured) £ 12,725,888 £ 12,706,458
Trade creditors 3,765 2,935
Amounts owed to other group undertakings 926,617 409,837
VAT 11,713
Accruals and deferred income 248,669 185,477
Other creditors 9,323
£ 13,905,239 £ 13,325,743

The bank overdraft 1s secured by a bond and floating charge over the assets of the Company and standard

securities over certain propertles

CALLED UP SHARE CAPITAL

2007 2006
Authonsed
10,000 ordinary shares of £1 each £ 10,000 £ 10,000
Allotted, called up and fully paid
1,000 ordinary shares of £1 each £ 1,000 £ 1,000

11
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PPG DEVELOPMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)

PROFIT AND LOSS ACCOUNT

The movement 1n the year was as follows

2007
Retained loss at 1 February 2006 £ (437,492)
Loss for the financial year (727,315)
Retained loss at 31 January 2007 £ (1,164,807}

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ DEFICIT

2007
Loss for the financial year £ (436,492) \
Opening shareholders’ deficit (727,315)
Closimg shareholders’ deficit £(1,163,807)

GUARANTEES AND OTHER FINANCIAL COMMITMENTS ‘
a) Capital commitments

There were no capital commitments at 31 January 2007 (2006  £Nil)

b) Contingent liabilihies

The Company has guaranteed bank borrowings of the Company, 1ts ultimate holding company, Murray

International Holdings Limited and certain fellow subsidiary undertakings by cross guarantees The total
contingency at 31 January 2007 amounts to £242 154,376 (2006 £143,958,137)

c) VAT

The Company 15 registered for VAT purposes n a group of undertakings which share a common
registration number As a result, 1t has jomtly guaranteed the VAT hability of the group, and failure by
other members of the group to meet therr VAT habilities would give nise to additional hiabilities for the
Company The directors are of the opinion that no additional rabilsty 1s likely to anise

RELATED PARTY TRANSACTIONS

The Company has taken advantage of the exemption available under FRS 8 not to disclose transactions
with fellow group undertakings

12
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PPG DEVELOPMENTS LIMITED

NOTES TO THE FINANCIAL STATEMENTS (continued)
ULTIMATE HOLDING COMPANY

The immed:ate parent company 1s The Premier Property Group Limuted and the ultimate holding company
1s Murray International Holdings Limited, both of which are registered 1n Scotland

The largest group 1 which the results of the company are consolidated 1s that headed by the uvltimate
holding company whose principal place of business 1s at 9 Charlotte Square, Edinburgh, EH2 4DR
Copies of Murray International Holdings Limited financial statements are available from the above
address The smallest group in which the results of the Company are consolidated 1s that headed by The
Premier Property Group Limited whose principal place of business 1s at 10 Charlotte Square, Edinburgh,
EH2 4DR

ULTIMATE CONTROL
Sir D E Murray, a director of the ultimate holding company (Note 17), and members of his close family

control the Company as a result of controlling directly or indirectly 81% of the 1ssued share capital of the
ulttmate holding company

13




