DIRECTORS' REPORT (g ( 7 (%

The Directors have pleasure in submitting their annual report and financial statements for the year ended 31 December
2003.

Activities

The principal activities of the Company are to operate an international conference centre and to develop the
surrounding 10 acre site in Morrison Street and Lothian Road Edinburgh, known as The Exchange, in accordance with
a development agreement between the Company and the City of Edinburgh Council.

Financial Matters

The loss before tax for the year amounted to £681,908. The Company has, after a tax credit of £88,015, a loss of
£593,893

The Directors do not recommend payment of a dividend for the year ended 31 December 2003.

Business Review

Although fears in respect of world-wide terrorism and concerns with regard to the global economy continued to be a
restraining factor within the conference industry, during the period under review, the Edinburgh International
Conference Centre experienced its best ever period of operation in the year to 31 December 2003, The Conference
Centre produced an operating profit, before adjustments for depreciation and capital grants received, for the first time
which was a significant achievement given that it was originally forecast that the EICC would require a considerable
annual operating subsidy.

In targeting its key market segments the Conference Centre has achieved the optimum mix of association and
corporate events in order to generate the required levels of revenue generation and, imporiantly, economic impact for
the City of Edinburgh. During the year the Conference Centre hosted 168 events, 19 of which were iniemational
events attracting delegates from all over the world. The Company has continued to pursue its policy of attracting
longer duration events, which use a larger proportion of the facilities, and as a result the average yield per event has
continued to increase, on a year on year basis.

The economic benefit to the City of Edinburgh generated from the activities of the EICC was estimated to be £19.3m
during the vear. This economic impact was generated from 66,082 delegates spending the equivalent of 137,507
delegate days in the City. These delegates were principally from the United Kingdom, Europe, Asia and North
America.

The Conference Centre continues to focus on the delivery of a high quality service through the implementation of
quality processes and in October the EICC was awarded the European Quality Award for Subsidiary SME’s. In
addition to this the Company was awarded a special prize for People Development and Involvement.

The Conference Centre has a high value of contracted future bookings and holds confirmed bookings as far forward as
2011 and in line with company strategy the EICC continues to generate a high percentage of repeat business.

The detailed designs and costings in respect of the additional function space attached to the Conference Centre were
completed during the year and the developer selection process was progressed in line with the project timetable.

Future Developments

The Directors intend to maintain the objectives and aims of the Company, which have resulted in notable
achievements to date in both of the principal areas of the Company’s operations. The Directars are of the opinion that
the Company’s success will continue in the year to 31 December 2004.
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Fixed Assets

Movements in fixed assets are disclosed in note 8 to the financial statements.

Directors and Directors' Interests

The Directors who served during the period were as follows:

L.M. Cameron resigned 20 May 2003

M.M. Child

D. Crichton resigned 13 May 2003

J.A. Dawe

E.B. Failon appointed 20 May 2003, resigned 25 June 2003
J1.Mc.H. McFarlane appointed 13 May 2003

L. Perry resigned 20 May 2003

A.A. Scobbie appointed 20 May 2003

L. Shiels appointed 26 June 2003

. Whyte

None of the Directors had any interest in the shares of the company during the period.

Auditors

A resolution to re-appoint Emst & Young LLY as the Company’s auditor will be put to the forthcoming Annual
General Meeting.

By Order of the Board
if ies Limited.

MD r
26 May 2004




STATEMENT OF DIRECTORS' RESPONSIBILITIES

Company law requires the Directors to prepare financial statements for each financial period 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 period. 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;

prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

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



INDEPENDENT AUDITORS’ REPORT
to the members of EDINBURGH INTERNATIONAL CONFERENCE CENTRE LIMITED.

We have audited the company’s financial statements for the year ended 31 December 2003 which comprise the Profit
and Loss Account, Balance Sheet, Cash Flow Statement and the related notes 1 to 19. These financial statements have
been prepared on the basis of the accounting policies set out therein.

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

Respective responsibilities of directors and auditors.

As described in the Statement of Directors’ Respongsibilities the company's directors are responsible for the
preparation of the financial statements in accordance with applicable United Kingdom law and accounting standards.

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

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared
in accordance with the Companies Act 1985. We also report to you if, in our opinion, the Directors’ Report is not
consistent with the financial statements, if the company has not kept proper accounting records, if we have not
received all the information and explanations we require for our audit, or if information specified by law regarding
directors’ remuneration and transactions with the company is not disclosed.

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

Basis of audit opinion.

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing Practices
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the
financial statements. It also includes an assessment of the significant estimates and judgements made by the directors
in the preparation of the financial statements, and of whether the accounting policies are appropriate to the company's
circumstances, consistently applied and adequately disclosed.

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

Opinion

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

EJ "\("‘-’k U\,(’

Ernst & Young LLP
Registered Auditor
Edinburgh

26 May 2004



PROFIT & LOSS ACCOUNT
For the year ended 31 December 2003

Note 31 December 2003 31 December 2002
£ £
Turnover 2 4,891,860 4,302,742
Cost of sales (4,.877.748) {4.523,991)
Gross profit/(loss) 14,112 (221,249)
Development expenses (331,689 (984,422)
Other administration expenses (488.674) (506,600)
(820,363) (1.491.022}
Operating loss 3 (806,251) (1,7112,271)
Interest receivable 4 124,343 65,676
Loss on ordinary activities before tax (681,908) (1,616,595)
Tax on profit on ordinary activities 5 88.0i5 879.050
Loss on ordinary activities after tax (593,893) (737,545)
Retained loss brought forward (44.819.064) {44.081.519)
Retained loss carried forward {45.412.957) (44.,819.064)

There are no recognised gains or losses, other than the loss after tax on ordinary activities for the year ended 31
December 2003 of £593,893, and for the year ended 31 December 2002, £737,545.



BALANCE SHEET
At 31 December 2003

Notes 31 December 2003 31 December 2002
£ £

Fixed assets
Tangible assets 8 17,095,178 17,768,988
Current assets
Debtors 9 1,857,581 1,565,442
Investments 10 183,970 178,045
Cash 3,171,951 3.261.612

5,213,502 5,005,099
Creditors: Amounts falling due within one year 11 (840,138) (1,017.982)
Net current assets 4,373,264 3,987,117
Total assets less current liabilities 21,468,542 21,756,105

Creditors: Amounts falling due after more than one year

Loan 12 2,046,162 2,046,162
Loan stock 12 35,063,073 54.879.932

57,109,235 56,926,094

Accruals & deferred income 13 9,772,201 9,649 012

66,381,436 66,575,100
Capital & reserves

Called up share capital 14 63 63
Profit & loss account (45412.957) (44,819,064)
Shareholders” funds 13 (45.412.894) (44,819,001)

21,468,542 21,756,105

Councillor A A Scobbie

T Gudre Qi Lol

Councillor I Whyte
Director:

26 May 2004



CASH FLOW STATEMENT
For the year ended 31 December 2003

Notes 31 December 2003 31 December 2002

£ £
Net cash inflow from operating activities 3b (203,344) (1,030,849)
Returns on investments and servicing of finance
Interest received 124,343 95.676
Net cash inflow from returns on investment 124,343 95,676

and servicing of finance

Taxation
Group relief recovered 168,093 798,970
Net cash inflow from taxation 168,093 798,970
Management of liguid resources
Sale of liquid resources - 10.000
Net cash inflow from liquid resources - 10,000
Capital expenditure
Payments to acquire tangible fixed assets (615,595) {300,856)
Capital grants received 253,701 -
Net cash outflow from capital expenditure (361,894) (300,856)
Financing
Net movement on loan stock 183,142 1,433,800
Net cash inflow from financing 183.142 1,433,800
Increase in cash (89,660} 1,006,741

Reconciliation of net cash flow to movement in net debt

Increase in cash in the period (89,660) 1,006,741
Cash inflow/{outflow) from increase in debt

and lease financing (183,142) (1,433,800}
Cash inflow from decrease in liquid resources - - (10,000)
Change in net debt arising from cash flows (272,802) (437,059
Movement in loan stock debtor - 225611
Movement in net debt during the period (272,802) (211,448)
Net debt at  January 2003 (53.664.482) {53.453.034)
Net debt at 31 December 2003 3c (53.937.284) (53.664.482)



NOTES TO THE FINANCIAL STATEMENTS

1. Accounting Policies

The following accounting policies have been applied consistentiy in dealing with items which are considered material
in relation to the Company's financial statements.

Basis of Preparation

The financial statements have been prepared under the historical cost convention and in accordance with applicable
United Kingdom Accounting Standards.

Fixed Assets
Fixed assets have been recorded at cost, less accumulated depreciation,

Depreciation

Fixed tangible assets are stated at historical cost less accumulated depreciation. The cost of fixed assets is written off
by equal annual instalments over the expected useful lives of the assets as follows:-

Leasehold Land and Buildings: 50 years. Plant & Machipery: 3 to 15 years. Furniture & Fittings: 3 to 10 years.
Infrastructural works: 2 to 20 years.

When an impairment loss on a fixed asset is recognised, as required by FRS 11 Impairment of Fixed Assets and
Goodwill, the revised carrying amount is depreciated over the revised estimate of the remaining useful economic life.

Capital Grants

Grants in respect of capital expenditure are credited to deferred income and are released to the profit and loss account
over the expected useful lives of the relevant assets by equal annual instalments. The City of Edinburgh Council has
title to interest receivable on the funds held in trust (see note 10}, however an agreement is in place for the trust to
obtain an equal amount in the form of a grant from the City of Edinburgh Council. This is intended to provide a
capital contribution towards the designated construction works and will be released to the profit and loss account over
the expected useful lives of the relevant assets by equal annual instalments.

Leasing and Hire Purchase Commitments

The lease of the Conference Centre was treated as a finance lease until 8 December 1999, A finance lease is a lease
under which substantially all the risks and rewards of ownership of the asset pass to the lessee company, and the assets
are capitalised in the lessee’s balance sheet and depreciated over their useful lives. The capital elements of future
obligations under the leases are included as liabilities in the balance sheet. The interest elements of the rental
obligations are charged in the profit and loss account over the period of the lease and represent a constant proportion
of the balance of capital repayments outstanding. The assets which were subject to the sale and leaseback transaction
have been depreciated over their useful lives, rather than the period of the lease, as the substance of the transaction is

effeciively that of financing.

Revenue Grants

Grants of a revenue nature are credited to income so as to match them with the expenditure to which they relate,
Operating Lease Payments

Operating lease payments are charged in the profit and loss account on a straight line basis,

Taxation

The charge for taxation is based on the results for the period and takes into account taxation deferred because of

timing differences between the treatment of certain items for taxation and accounting purposes. The implementation
of FRS 19 has had no material impact on the financial statements.



Taxation {continued)

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance sheet
date where transactions or events that result in an obligation to pay meore, or right to pay less, tax in future have
occurred at the balance sheet date. This is subject to deferred tax assets only being recognised if it is considered more
likely than not that there will be suitable profits from which the future reversal of the underlying differences can be
deducted. Timing differences are differences arising between the Company’s taxable profits and its resulis as stated in
the financial statements which are capable of reversal in one or more subsequent periods.

Deferred tax is measured on a non-discounted basis at the tax rates that are expected to apply in the periods in which
the timing differences are expected to reverse, based on the tax rates and laws enacted or substantially enacted at the

balance sheet date.

The Company does not recognise amounts which may be recoverable under group reiief untii the tax computations for
the companies in the tax group have been agreed and the relevant payments have been received.

Pensions

The Company operates a defined contributions pension scheme. Contributions are charged to the profit and loss
account as they become payable in accordance with the rules of the scheme.

2. Turnover

Turnover represents income arising from the letting of rooms and the charges levied in respect of additional facilities
incurred by clients using the Conference Centre and income arising from the development of the Exchange, excluding
value added tax. All turnover arises from continuing activities carried on within the United Kingdom. The Company
operates in three principal areas of activity, that of the provision of conference and exhibition facilities, the letting of
office space and facilitating the development of a previously derelict land site. The turnover of these activities is
shown separately below:-

31 December 2003 31 December 2002

£ £
Conference facilities 4,334,824 3,736,317
Rental income from the [etting of office space 381,773 417,188
Site development 175263 149.237
4,891,860 4.302.742
3. Operating loss
{a) This is stated after charging/(crediting):
£ £
Depreciation of fixed assets 1,131,515 1,049,059
Auditors' remuneration - audit services 20,000 20,000
Auditors’ remuneration - non-audit services 6,950 14,614
Capital grants released (535,296) (439,589)



3. Operating loss (continued)

(b) Reconciliation of operating loss to net cash inflow/{outflow) from operating activities

31 December 2003 31 December 2002

£ £
Operating loss after revenue grant (806,251} (1,712,271)
Depreciation of tangible fixed assets 1,131,515 1,049,059
(Increase) in investments (5,925) {6,109)
Decrease/(Increase) in operating debtors and prepayments (220,673) 385,756
(Decrease) in operating creditors and accruals (97,248) (197,804)
Capital grants released in period (535,296) (439,589)
{Decrease)/Increase in deferred income 330,534 {168,398)
Transfer of Capital Grant - 58.507
Net cash inflow from operating activities (203.344) (1.030.349)
{¢) Reconciliation of net cash flow to movement in net debt
Opening Cash Flow Other Closing
£ £ £ £
Cash 3,261,612 (89,660) - 3,171,952
Overdraft - - . -
Liquid resources - - - -
Short term loans (2,046,162) - - (2,046,162)
Loan stock (54,879,932) (183,142) - (55,063,074)
Total (53,664,482) (272,802) - (53,937,284)
4, Interest Receivable
£ £
Interest due on bank deposits 124.343 95,676
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5. Tax on Profit on Ordinary Activities
31 December 2003 31 December 2002

UK Corporation Tax: * ¢
Current Tax on income for the year (80,079) 80,079
Adjustment for group relief recovered in relation
to previous years 168,094 798971
_88.015 879.950
6. Staff Costs
£ £
Salaries 1,363,355 1,214,131
Social security costs 128.854 114,131
Pension costs 37.593 47.467
1,549,802 1,375.729
The average number of staff employed during the year was 60 58
7. Directors' Emolnments
No Directors' emoluments were paid during the year to 31 December 2003, or in the previous year,
8. Tangible Assets
Long Office
Infrastructural Leasehold Equipment
Works Buildings & Furniture Total
Cost £ £ £ £
At 1 January 2003 9,919,961 36,972,395 8,449,482 55,341,838
Additions in period at cost - 9,842 456,760 466,602
Transfers in period at cost - - (8.898) (8.898)
At 31 December 2003 9.919.961 36,982,237 8.897.344 35.799.542
Depreciation
At 1 January 2003 2,044,074 28,235,722 7,293,053 37,572,849
Charge for the period 493 356 209,324 428,835 _1.131,515
At 31 December 2003 2,537.430 28,445,046 7.721.888 38,704,364
Net book value 31 December 2002 7.875.887 8,736,673 1.156.429 17,768,989
Net book value 31 December 2003 7.382,531 8.537.191 1.175.456 17,095,178

Long leasehold buildings consist of frechold buildings constructed on land that is leased to the company until 2117,
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9, Debtors
31 December 2003 31 December 2002

£ £
Amount due by The City of Edinburgh Council 115,291 115,291
Trade debtors 967,503 899,170
Other debtors 593,147 382,438
Value added tax 22,709 22,357
Prepayments 158,931 146,186
1.857.58) 1,565,442

10. Investments
£ £
Bank deposits held in trust ‘ 183,970 178,045

The funds held in trust represent the sales proceeds arising from the sale and leaseback transaction. These funds have
been recognised as an asset as they are yielding a future benefit to the Company atising from past transactions. The
funds are held in a separate account, which can be invested broadly in whichever way EICC Ltd, the City of
Edinburgh Council and the Bank of Scotland Trust Company (International) Ltd determine.

11. Creditors : Amounts failling due within one year

£ £
Payments due to contractors - 40,000
Trade creditors 615,553 633,909
Corporation Tax - 206,619
Other taxes and social security costs 40,763 36,821
Other creditors 85,640 31,910
Accruals _98.182 68.723
840.138 1.017.982

12. Creditors: Amounts falling due after more than one year
£ £
Short term loan 2,046,162 2,046,162
Convertible unsecured loan stock 45,297,609 45,297,609
Non-convertible unsecured loan stock 9.765.464 9,582,323
57.109.235 56,926,094
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12. Creditors: Amounts falling due after more than one year {continued)
31 December 2003 31 December 2002

£ £

Non-convertible unsecured loan stock:
Issued to The City of Edinburgh Council and CEC Holdings Ltd 9,660,194 9,477,053
Pue to be issued to The City of Edinburgh Council and CEC Holdings Lid 105,270 105.270
9.765.464 9.582,323

The convertible unsecured loan stock held by CEC Holdings Ltd bears no interest and is repayable on 31 March 2117
at par. CEC Holdings Ltd have the right to convert loan stock into fully paid preferred ordinary shares at the rate of
one preferred ordinary share per £1 nominal of loan stock. CEC Holdings Ltd hold £2,876,365 (at 31 December 2002
£2,876,365) of the issued non-convertible unsecured loan stock, the balance amounting to £6,783,829 (at 31
December 2002 £6,600,688) being held by The City of Edinburgh Council. The non convertible unsecured loan stock
bears no interest and is repayable by 31 December 2024,

13, Accruals and Deferred Income
£ £

Capital grants 8,010,011 8,217,356
Deferred income 1,762,190 1.431.656

9,772,201 9.649.012
The above capital grants have been received in respect of building construction and roadworks.
Capital grants brought forward 8,217,356 8,656,945
Received during period 327,951 -
Released during period (533.296) (439,589
Capital grants carried forward 3,010,011 8.217.356

14. Share Capital

31 December

31 December

31 December

31 December

2003 2002 2003 2002

No. No. £ £
Authorised:
Preferred Ordinary shares 54,999 099 54,506 600 54,999,999 54,999,999
Ordinary shares 980 980 980 980
RBL Ordinary shares 10 10 10 10
Preference shares 10 10 10 10
“B” Redeemable Preference shares 1 1 - -
Special share 1 ; 1 1

55.001.000 55,001,000
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14 Share Capital (continued)

31 December

31 December

31 December

31 December

2003 2002 2003 2002

No. No. £ L
Allotted, called up and fully paid:
Preferred Ordinary shares 40 40 40 40
Ordinary shares 2 2 2 2
RBL Ordinary shares 10 10 10 10
Preference shares 10 10 10 10
“B” Redeemable Preference shares - 1 - -
Special share 1 1 21 _1

63 63

Two Ordinary shares are issued to The City of Edinburgh Council. In addition the “B” redeemable preference share is
held by the City of Edinburgh Council. The special share was issued to Scottish Enterprise Edinburgh and Lothian
Ltd on 18 December 1996. The City of Edinburgh Council is the ultimate holding organisation of the Company.

The special share has a nominal value of £1. The share can only be transferred to a body nominated by Lothian and
Edinburgh Enterprise Ltd and approved by the City of Edinburgh Council. The special shareholder is entitled to
receive notice of general meetings, and to attend and speak at such meetings but has no other rights. Specifically, the
special shareholder has no right to vote at such a meeting. The special sharcholder is however entitled to receive a
copy of each resolution passed at a general meeting, to receive any resolution proposed as a written resolution and
each circular sent by the Company to holders of any class of shares in the Company.

The special shareholder ranks after all other members of the Company in respect of distribution of capital on the
winding up of the Company. The special share confers no right fo participate in the profits of the Company.

The Articles of Association entitle the holder of the special share to appoint one person as a Director of the Company.
This right is effected by a notice in writing either being lodged at the Company’s registered office or delivered to a
meeting of the directors.

On 31 March 2002 the outstanding “B” redeemable preference share was redeemed in accordance with the rights
associated with the share. The “B” redeemable preference share could be redeemed at the request of the sharecholder
prior to 31 March 2002 subject to the procedures in the Articles of Association, or otherwise would be redeemed on
31 March 2002. The redeemable preference share carried no voting rights, had no right to participate in profits and
would participate in a distribution of capital only to the extent of the amount paid up on each share.

The preference shares carry no voting rights, but have the right to a fixed cumulative preferential dividend at the rate
of 6% (net of associated tax credit) per annum, on the amount paid up, to be paid annually on 31 December each year.

The RBL ordinary shares carry no voting rights and are entitled to a dividend of £0.01 for every full amount of £100
worth of assets paid. This is payable after payment of the fixed dividend to holders of the preference shares.

The ordinary and preferred ordinary shares carry one vote per share and participate in profits available for dividend
pro rata.

In the event of a capital distribution the shares rank in the following order:

£1 for each Preference Share; £1 for each Preferred Ordinary Share; £1 for each Ordinary Share; £1 for each
RBL Ordinary Share; £1 for each Special Share. Thereafier pro rata.
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15. Movement in Shareholders’ Funds
31 December 2003 31 December 2002

£ i
Shareholders’” funds brought forward (44,819,001) (44,081,456)
Profit/(Loss) on ordinary activities for the period (593.893) (737.545)
Shareholders’ funds carried forward {45.412,894) (44.819.0013

16. Capital Commitments

The Company has capital commitments in respect of various construction projects, amounting to £7,865,000 relating
to the Exchange Development of which £7,747,325 has already been expended (at 31 December 2002 these capital
commitments amounted to £7,865,000 of which £7,747,325 had been expended).

17. Financial Commitments

At 31 December 2003 the Company had annual commitments under non-canceliable operating leases relating to plant
and equipment as follows:

Operating leases which expire: : *
Within one year 4,734 2,788
In two to five years 20,509 35,917
In over five years - -

25243 38,705

18. Pension Commitments

The Company operates a defined contributions scheme for its employees. The assets of this scheme are held
separately from those of the Company in an independently administered fund.

The unpaid contributions outstanding at the year end, included in other creditors, amount to £nil (2002 - £7,520)

19. Related Party Transactions

There were no capital grants received during the year by EICC Ltd from Scoftish Enterprise Edinburgh and Lothian
Ltd, who have a special sharcholding in the company. (During the period to 31 December 2002 grants totalling £nil
were receivable from Scottish Enterprise Edinburgh and Lothian Ltd).

The company has taken advantage of the exemption allowed under FRS 8 in respect of transactions with other group
entities.
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