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� Excellent results for year

� TripleNAV48.06p per Share (20.18% increase)

� Profit BeforeTax »4.237million (2004: »4.084million)

� Proposed Final dividend 0.7p per Share (2004: 0.5p)

� Development Programme end value approaching »820 million including joint
ventures

� Confidence in future
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TheResults

It givesme great pleasure to present another set of excellent results. TheGroup has continued to grow shareholder value by
increasing theTripleNetAssetValue (TNAV) from 39.99p per share to 48.06p per share, a 20.18% increase over the
12month period.Profit before tax for the year amounted to »4,237,056 (»4,083,801 year toOctober 2004).

The Board continues to regard growth in the TNAVas the principalmeasure of theGroup’s performance as profits are
determined by the timing of sales and are not reflective of theGroup’s growth. TripleNetAsset Value revalues our trading
assets to current value and deducts tax thatwould arise on their disposal.

Balance Sheet

The balance sheet at the year end reflects the disposal by theGroup of fully valued investment properties in the period and the
investment of the proceeds in the acquisition of sites for future development. This led to a 60% increase in the level ofwork in
progress at the year end. TotalGroup assets at 31October 2005were »173.4million (2004: »180.6million), and net assets, after
minority interests are »76.3million (2004: »70.8million) an increase of 7.76%.

Bank debt of »66million net of »12million cashwas 86.5% of equity (2004: 81.6%).Of the bank debt 49.46% (68.35%)waswith
limited or no recourse to the parent company. Properties held as investmentswere »52.9million comprising »37.7million
residential and »15.2million commercial compared to »91.3million in 2004.Work in progresswas »89.2million at the year end
(2004: »55.7million).

Dividend

In linewith our progressive dividend policy, we are recommending a final dividend for the year of 0.7p per share (final period
2004: 0.5p)making a total dividend for the year of 1.2p per share (total dividend for 2004: 0.8p). The dividendwill be paid on
31March 2006 to shareholders on the register at 17March 2006.Wewill continue tomaintain a progressive dividend policy.

TheBusiness

I am very encouraged by the excellent progressmade in all areas of our business. The development programmehas continued to
grow andwas valued at »820million at the year endwith cash recycled from the sale of completed developments at record yields
into new and exciting opportunities.

The residential landbank has grownwith the acquisition of some strategic land holdings adjacent to existing sites.We now
estimate that the landbank, held partly in joint venturewith Lithgows Limited, has potential for up to 1,100 units.We are
working towards the prospect of setting up a housebuilding operation to progress these siteswhichmay result in building over
200 homes per annum in a couple of years; this should generate attractive profits in future.Housebuilders are usually valued on a
price earnings ratiowhereas the rest of TerraceHill’s business is appraised in relation to its TripleNetAsset Value.We are
currently therefore consideringwhetherwe should spin out the housebuilding operation and obtain a separate listing onAIM.
Webelieve this could create significant value for TerraceHill shareholders.

We continue to seekways of leveraging our equity andmanagement over a growing portfolio enhancing returns to shareholders.
We consequently intend to further increase the use of joint ventures, co-investment structures and collective fundswherebywe
can earn proportionally higher returns than the level of our equity invested alongwithmanagement and performance related fees.

Management

Ourmanagement teamhas grownover the period to helpwith our expandingworkloadwith the employment ofmanagers
specialising in development, investmentmanagement and project coordination. Since the year endwe have created an
Operations Board comprising executiveswith key skills and geographic responsibility.Wehave decided to further incentivise
ourmanagement by the implementation of a LongTerm Incentive Plan (LTIP)which takes the formof a Performance Share Plan
granting shares at nominal cost to employees conditional upon fair but testing company performance criteria.We believe this
further aligns the interests of our executiveswith the interests of shareholders.
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Board

Since the financial year endwe have restructured our boardwhich now comprisesmyself as ExecutiveChairman, Philip Leech
(MD) andTomWalsh (FD), togetherwith three non-executive directors,WilliamWyatt,Douglas Blausten andKelvinHudson.
Iwould like to thank those stepping down for their support and hardwork, and indeedmyBoard and all the TerraceHill team
for their hardwork and commitment throughout the year.

Prospects

2006 is likely to be an exciting year for TerraceHill and the property industry at large. I expect the development portfolio to
continue to grow and provide a continuing flowofmature investments for sale,whilst the residential landbank should provide a
unique opportunity to enhance shareholder value.

Wewill watchwith interest the government’s proposed introduction of REITS.Whilst I think it is unlikely thatwewould
entirely transformourselves into a REITwemay consider spinning out certain of our assets intoREITs if we believe thatwould
enhance shareholder returns.

I am confident that theGroup can continue tomaximise growth in TNAVper share and deliver excellent returns to
shareholders.

Robert FMAdair, Chairman

4

TERRACE HILL GROUP PLC

C H A I R M A N ’ S S T A T E M E N T



The Commercial Division

Highlights

� Sale of three completed office developments inLondon andUxbridge andmature
investments fromGrosvenorHoldings portfolio at record yields.

� Forward sale ofTempleCircus, Bristol.

� Major lettings atSwanseaWaterfront, Decimus Park, TunbridgeWells andQueen
Elizabeth Park,Guildford. Since year end,TimeCentral,Newcastle has been 50%pre-let.

� Planning obtained for change of use from industrial to retail warehousing atBlyth and
Galashiels.

� Acquisition of new sites for development atDavisHouse, Victoria andBramptonRoad,
Eastbourne.

� Since year end further site acquisitions have been contracted atMaidenhead, Croydon,
Redditch, Filton andSheffield.

� Development programme (including residential) nowhaving an end value of »900million of
which »350million is underway and »550million at the planning stage.
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Development Programme

Total % EndValue by Sector

Total % EndValue by Region

63.54%

7.47%

11.14%

13.40%
4.45%

Retail

Offices

Industrial

MixedUse/Other

Residential

37.80%

41.00%

6.00%

2.00%

13.20%
North

South East

SouthWest

WestMidlands

Scotland
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Outlook

Demand for commercial property investments has continued unabated: as a resultwe have benefited from the favourable pricing
of our completed developments.Webelieve that there is little scope for further declines in yieldswhich has been themain driver
of the spectacular returns delivered by property investment in recent years. Returns frompure investment are therefore likely
to bemore pedestrian,with rental growth remaining elusive inmany areas.

TerraceHill remains verymuch a developer at heart andwe have consistentlymanaged to showexcellent returns on capital
employed through the genuine creation of value through development.Our specific expertise in this area allows us to carefully
control the risk inherent in the development process and our nationwide coverage provides diverse geographic and sectorial
opportunities.

Competition forwell located and deliverable development sites has increased in areas of rising occupier demand and this is
particularly true of central London.Webelieve, however, that our ability tomove quickly and the strength of our regional office
networkwill allow us to continue to build our development programmewithout increasing the risk profile.

In a departure fromour traditionalmethod of buying bare sites for developmentwe are also targeting incomeproducing
investmentswherewe can add value through our development expertise.Our first such acquisition isCastlegateHouse in
Sheffieldwhich,whilst vacant, is let on a long lease to BHS. The property has significant potential formixed use redevelopment
in a rapidly improving area in central Sheffield. It is our intention to create a Fund around similar opportunities allowing us to
manage a diverse portfolio of incomeproducing investmentswith development angles.

CastlegateHouse, Sheffield
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London and the South East

Demonstrable rental growth in prime office locationswithin central London and selectedM25 towns further fuelled the already
strong demand forwell let investment property. Taking advantage of record investment yields theGroup disposed of the
following completed developments:

� 16 Berkeley Street, to overseas investor for »39.4million at a yield of 4.65%

� 11 Berkeley Street, to clients of ING for »13.7million at a yield of 5.37%

� UB1,Uxbridge, let toHertzCorporation and sold toNFUpension fund for »25.2million at a yield of 5.68%

16 Berkeley Street, LondonW1
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It has become increasingly difficult to acquirewell locatedWest End office development sites at sustainable prices but earlier in
the year theGroup acquiredDavisHouse atWiltonRoad, Victoria for »16.1million in an offmarket transaction. Purchased
with the benefit of a detailed planning consent,we have subsequently secured planning for a reconfiguredmixed use scheme
improving the design, layout and lettable floor area.When completed in late 2007 the »55million developmentwill comprise
60,000 sq ft offices, 8,000 sq ft ground floor retail and 38 apartments. The newbuildingwill incorporate 10% renewable energy
sources helped by the inclusion of two 130mdeep boreholes under the building. Prospects for theVictoria officemarket are
increasingly goodwith occupiersmoving frommore expensive locationswith less availability likeMayfair. Recent commitments
to newoffices in the vicinity to our development have beenmade by theDaily Telegraph,Google and P&O.Wehave recently
entered into a joint venturewith an offshore financial partner to progress this development.

Davis House, Victoria, London SW1
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OfficeDevelopment Programme

Development Region Size ( sq ft) Description Timing Potential Value Update

DavisHouse

Victoria

London 130,000 Adjacent to Victoria

Station,mixed-use scheme.

Construction to

start early 2006

»55.0m Negotiationswith JV partners

recently concluded. Planning

obtained.

Aeropark

Farnborough

Phase 1

South East 40,000 17 acres of land adjacent to

FarnboroughAir Field and

Aerospace Business Park.

PhaseOne to include

40,000 sq ft of offices.

Construction started

Dec 2005

»10.0m

Queen

Elizabeth Park,

Guildford

South East 18,400

(phase 2)

Mixed use scheme

comprising pre-lets to

EsportaHealth& Fitness

Club, 25,500 sq ft, Budgens

foodstore, 11,200 sq ft,

AcademyDayNursery

6,500 sq ft (all sold) 42,000

sq ft offices comprising

26 freehold units JVwith

HSBC.

Final phase under

construction

»4.6m

(phase 2)

All retail units sold. 30% of final

phase pre sold.

Pinewood ^

Wokingham

South East 150,000 Planning consent for office

business park totalling

150,000 sq ft.

Planned construction

start late 2006

»40.0m Negotiations underwaywith a

single occupier for thewhole

site. Received detailed planning

permission.

Watford ^

34 Clarendon

Road

South East 25,000 A refurbishment of an

existing office building.

Construction

completed

»6.2m Sale negotiations underway.

George Street

Croydon

South East 130,000 Office development site in

prime location opposite

East Croydon railway

station.

Construction start

late 2006

»45.0m Site recently acquired.

Vanwall

Business Park

Maidenhead

South East 120,000 Primebusiness park office

development site.

Construction start

late 2006

»50.0m Contracts exchanged to

purchase site

TimeCentral

Newcastle City

Centre

North East 83,141 Planning permission

obtained for 7 storey

office development.

JVwith landowner.

Completion

expected autumn

2007

»25.0m Demolition completed.

Construction started Jan 2006.

50% prelet.
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OfficeDevelopment Programme ^ continued

Development Region Size ( sq ft) Description Timing Potential Value Update

Middlehaven ^

HudsonQuay

North East 30,500

(phase 1)

Chosen as preferred

developer by English

Partnerships to develop

160,000 sq ft office park

adjoiningMiddlesbrough

FC. JVwithHelmsley

Group.

First building

available for

occupation from July

2005

»5.5m

(phase 1)

PhaseOne completedwith

good tenant interest being

shown.

Teesdale ^

Resolution

North East 42,000 Part of Teesdale Business

Parkwhere THhave

completed 160,000 sq ft of

newoffice spacewith units

ranging from 7,500 to

40,000 sq ft. The remaining

phases of the business park

have capacity for a further

120,000 sq ft of

development. Tenants

includeBarclays Bank,

DVLA, EndeavourHA,

WYGPlc, BrewinDolphin,

and the Inland Revenue.

Awaiting pre-let »10.5m Detailed planning obtained.

Stockton

Riverside

College Phase 2

North East 20,000 Second phase of College

development on Teesdale

Business Park.

Completion late

2006

»4.0m Construction commencedNov

2005.

Baltic Business

Quarter

Phase 1

Tyne&

Wear

150,000

Offices

200,000

College

10 year development

programme over a 50 acre

site on South bank of the

Tyne.

JVwithGatesheadMBC to

develop 1.5m sq ft business

park. Pre-sale

developments of 200,000 sq

ft toGatesheadCollege and

60,000 sq ft toGovernment

agency in solicitors hands.

GatesheadCollege

development to

commence Jan 2006.

Officesmid 2006.

»32.0m Phase 1 infrastructurework

completed.

Planning obtained.

Temple Circus

BristolCity

Centre

South

West

90,000 A 7 storey 90,000 sq ft

office development (JVwith

NorthridgeCapital Ltd).

Completion

expected in August

2006

»25.7m Recently pre-sold to owner

occupier Stonemartin Plc - a

company principally owned by

Morley andHermes.

Filton

North Bristol

South

West

40,000 Small unit office

development.

Construction starts

spring 2006

»10.0m Detailed planning application

submitted.

Cyprium SA1

Swansea

Waterfront

South

Wales

40,000 In associationwith the

WelshDevelopment

Agency (WDA). Prelet to

WDA.

CompletedNov

2005

»8.2m Sublet byWDA toAdmiral

Insurance.

Cyprium ^

Phase 2

South

Wales

30,000 Extension to Cyprium

Phase 1 and also prelet to

WDA.

Construction

commenced

December 2005

»6.0m WDAagreed to sublet to

Admiral Insurance.
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In particularwe have been looking to acquire large siteswhichwe can develop over a period of years. Slowermarkets for larger
office buildingswest of London have created opportunities for purchases of such sites at attractive prices, Aero Park,
Farnborough and Pinewood,Wokinghambeing good examples.

� AeroPark at Farnborough is a 17 acre site purchased fromBritishAerospacewith an existing planning consent for 350,000
sq ft of employment use. The vendor had envisaged the development of large office buildings:we have reconfigured the first
phase of the site to smaller units forwhich there is good demand. The first phase over 4.5 acres comprising small office and
industrial units aimed principally at the owner occupiermarket is nowunderway. The remainder of the site is being planned
for amix of uses.

� Pinewood,Wokingham^ a site purchased fromHewlett Packard comprising a redundant building and surplus land.
Outline planning consent has been obtained for a new150,000 sq ft office park to be built in small units. Additionally detailed
negotiations are nowunderway over a pre-sale turnkey development for a single corporate occupier.

Aero Park, Farnborough

Pinewood,Wokingham
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Wehave identified the industrial sector in the South East as being attractivewith good occupier demand and scarcity of suitable
sites for development.

� BramptonRoad, Eastbourne is a 5 acre industrial site on amain arterial route into Eastbourne. Planning consent has
recently been obtained for 103,000 sq ft ofmixed industrial and trade counter usewith construction due to commence in
spring 2006.

Brampton Road, Eastbourne
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The 170,000 sq ft industrial development atDecimus Park, TunbridgeWellshas continued to attract strong owner occupier
interestwith themajority of the second phase sold by the year end.Wewill nowgo aheadwith the third and final phase.We
have been selling at prices in excess of our original appraisal.

Decimus Park, TunbridgeWells
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Elsewhere in the region:

� Construction commenced,with a third pre-sold, on the final phase of offices at themixed use development atQueen
Elizabeth Park,Guildford, and negotiationswith planners for change of use from industrial to residential use at our
Edmonton sitewere continuedwith a planning application nowdue to bemade in spring 2006.

� The acquisition ofGrosvenorHoldings in 2004 has continued to showexcellent resultswith the sale from the portfolio of
industrial investments inMaidstone andManchester and since the year end, the pre-letting of an industrial development at
Crawley.

� Following the year end further sites have been secured for development inMaidenhead, Croydon andRedditchwith an
aggregate investment value on completion expected to be around »113million.

Ravensbank Business Park, Redditch
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Retail Development Programme

Development Region Size (sq ft) Description Timing Potential Value Update

BlythRetail Park

Northumberland

North East 55,000 A bulky goods retail park

with a 25,000 sq ft DIY

store prelet toHomebase,

and 5 ancillary units.

Construction starts

mid 2006

»10.0m Planning permission for

change of use from industrial

to retail use received summer

2005.Other prelets in

solicitors hands.

Huddersfield

Road

Galashiels

Scotland 45,000 Retail planning consent

recently received for

45,000 sq ft openA1 class

non food retail. An edge of

town centre retail

development.

Construction start

mid 2006

»12.0m Pre-letswith a variety of

retailers in solicitors hands.

Planning received for change

of use from industrial to retail

summer 2005.

KingAlbert

Chambers

Jamieson Street

Hull

North East 5,000 Redevelopment of 2 high

street retail units.

Completed »2.0m Both units let to Ethel Austin

& Sharpes Bedrooms. Sale

planned 2006.

King StreetW1 London 6,000 3 retail units remain to be

let.

Completed »1.0m Sale planned 2006.
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TheNorth East and Scotland

Progress on development sites in theNorth East and theBorders continued to gainmomentum:

� AtBaltic BusinessQuarterGateshead, the first phase of infrastructurewas completed releasing 16 acres of the 50 acre
site for development. Planning consentwas secured for three office buildings comprising 90,000 sq ft and negotiations for a
turnkey development forGatesheadCollegewere progressed.OneNorthEast has secured funding for a 60,000 sq ft building
on the sitewhichwe expect to start developing, on a turnkey basis, inApril 2006.

Baltic Business Quarter
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� TimeCentral atGallowgate inNewcastleCityCentregenerated significant occupier interest during the detailed design
and contract tender process leading, since the year end, to the pre-letting of half of the building to RobertMuckle LLP a law
firm.Construction of the 83,141 sq ft office building has now commenced.

� The first building of 30,500 sq ft atManhattenGate,Middlesbroughwas completed,where good occupier interest is now
evident. At our industrial sites inBlyth andGalashielsplanning consentswere obtained for change of use to retail
warehousing. Pre-lets are being assembled on both of these siteswith a view to construction commencing inmid 2006.

� Since the year end,CastlegateHouse, Sheffieldhas been purchased in joint venturewith Tyburn Lane Properties acting
forAnglo Irish Private Equity Property Fund. The property is an incomeproducing asset and although vacant let on a long
lease to BHS. The property offers excellentmedium term redevelopment potential for amixed use scheme.

TimeCentral, Gallowgate, Newcastle

Galashiels
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Industrial Development Programme

Development Region Size (sq ft) Description Timing Potential Value Update

Crawley South East 50,000 Industrial prelet

development.

On site completion

Spring 2006

»5.5m

BramptonRoad

Eastbourne

South East 103,000 5.1 acres vacant site for

redevelopment of 103,000

sq ft mixed use industrial

and trade counter scheme.

Construction starts

Spring 2006

»11.0m Detailed planning obtained Jan

2006.

Aeropark ^

Phase 1

Farnborough

South East 40,000 Small unit industrial

scheme. Part of larger

17 acre site.

Construction started

Dec 2005

»5.0m

ThanetReach

Business Park

South East 15,000 Completed and let

industrial development.

»1.0m Sale planned 2006.

Decimus Park

TunbridgeWells

South East 170,000

(total)

Industrial park being

developed in three phases.

Units available from 2,200

sq ft to 20,000 sq ft.

Final phase

completes Autumn

2006

»16.0m

(total)

Preletting negotiations

underway on final phase.

Ravensbank

Business Park

Redditch

West

Midlands

220,000 High bay distribution

warehouse development.

Construction start

Spring 2006

»18.0m Detailed planning obtained.
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The SouthWest andWales

Excellent results have been produced fromour two developments under construction during the year:

� InBristol City Centre, TempleCircus, our 90,000 sq ft office development,was forward sold to Stonemartin plc, a
serviced office operatorwhoworks in associationwith the Institute ofDirectors. The sale for »25.75million a year ahead of
practical completion is a significant achievement andwill have considerably enhanced our return on equity.

� AtSwanseaWaterfront, Cypriumour 40,000 sq ft office developmentwas completed and construction of a second phase is
nowunderway. Both buildings have been pre-let by theWelshDevelopmentAgency andwill be subsequently sublet to
Admiral Insurance.

Temple Circus, Bristol

Cyprium, SwanseaWaterfront
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� Since the year end a 2.75 acre site atFilton,North Bristolhas been acquired for the development of small office units
aimed at owner occupiers and investors and construction is expected to commence in spring 2006.

Filton, North Bristol
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Commercial InvestmentswithDevelopment Potential

Development Sector Region Size Description Update

Platts Eyot Residential South East 12 acres 12 acre listed Island on the

Thames at Hampton.

Planning application submitted for 13 houses

and 65 two and three bed riverside units.

Edmonton,North

London

Industrial South East 5 acres Industrial investmentwith

residential development

potential.

Planning application for change of use to be

made Spring 2006.

BishopAuckland Industrial North East 8 acres Industrial investmentwith

retail development potential.

Retail planning consent recently received

subject to confirmation byGovernmentOffice.

CastlegateHouse,

Sheffield

Mixed use North 88,000 sq ft Vacant department store let

to BHS. Redevelopment

potential formixed use

scheme. JVwith Tyburn Lane

Properties.

Property acquisition now complete.
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The Residential Division

Residential Investment

Wehave recently reached the sixth anniversary of our entry into residential investment and nowhold 362 residential units
valued at »37.6million. As the following table shows this activity has generated very good returns for us:

Financial Period Noof Value CumulativeValuationUplifts
Ended in Units (»m) andGains onDisposals (»m)

1999 0 0 0
2000 902 47.0 2.7
2001 919 49.5 4.1
2002 1,227 74.9 12.3
2003 585 45.7 28.5
2004 419 40.5 36.2
2005 362 37.6 36.9

Wehave always specialised in affordable flats and houses,whichwe have found to be relatively sheltered fromhousingmarket
worries.Our average unit value is approximately »104,000.Over timewe have shifted our focus to theWest of Scotland,
especiallyGlasgowwherewehave been seeing good value increases.

Included in this residual holding is our core property atSt. GeorgesCross, Glasgow, furthermodern units in theGlasgow area
and in theEast of Scotland atPenicuik andDundee, with blocks of flats inManchester andNewcastle and some scattered
units in theNorth of England, as shown in the following table:

Region No. ofUnits Value (»’m)

West of Scotland 236 21.7
East of Scotland 38 3.9
Manchester 37 5.6
Newcastle/Durham 31 4.0
Misc. England/Wales 20 2.4

Wehave not recently been active on the acquisition front but continue to look at possible acquisitions in this area and believe the
timewill comewhenwewill significantly expand our exposure again.

St George’s Road block at St George’s X, Glasgow
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Residential Development

Our first residential development atGlasgowGreen is progressingwell, on budget and on time.With no advertising yet, 36 of
the 54 flats due for completion up toNovember 2006 have already been sold off plan. The 10 houses created from, and in
sympathywith, a small listed school building are nowbeing completed andmarketing is imminent.

Land development and house building

Further residential developments are planned inLanarkshire,West Lothian andAyrshirewith potential for up to 1,100 units,
some ofwhich are in joint venture. The first planning application has been lodged for permission to develop 174 houses on a
brownfield site atShotts, midway betweenGlasgow and Edinburgh.

Webelieve that house building could become amajor source of profits.We are currently in the process of establishing a house
building subsidiarywhichwe believe could be developing over 200 houses a year in the near future.

Corporate Finance andCorporate Registrars

Substantial external costswere again saved by use of ourGlasgow subsidiariesMercantile Securities (Scotland) Limited,
which is regulated by FSA, andParkCircus Registrars Limited,which has nowgrown in ranking of AiM traded clients to sixth
by numbers.

Development Plan, Shotts
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Triple Net Asset Value (unaudited)

As indicated in theChairman’s Statement, to arrive at (unaudited) TripleNetAsset Value (TNAV), the following adjustments are
made

(1) Revaluation of current assets: properties (and rights to properties) held inwork-in-progress have been revalued from cost
(or if less realisable value) tomarket value. The valuation has been performed by relevant directors qualified as chartered
surveyors based on external evidence and takes account of costs to complete andwhether or not the property has been let
and/or presold.

(2) Taxation: the amount of taxationwhichwould be payablewere all of theGroup’s properties to be sold at the value used for
theTNAVcalculation has been deducted. This includesDeferred Taxwhichwould be payable on sale of investment
properties (as indicated inNote 8 to theAccounts) and additional taxation estimated to be payable on realisation of the uplift
of trading properties tomarket value.

(3) Finance: the adjustment required to revalue the group’s financial assets and liabilities to current values is immaterial so no
adjustment is required this year.No other adjustments are relevant to theGroup’s calculation.

(4) Goodwill: goodwill, positive and negative, is excluded.

The Table below shows the calculation in detail.

ProformaTripleNetAsset Value per Share

31October 2005
»

Shareholders’ Funds (perAuditedConsolidated
Balance Sheet and afterMinority Interests) 76,335,111
Revaluation tomarket value of property etc
held inwork-in-progress 24,655,347
Deferred Tax (Note 8 toAccounts) (501,961)
Estimated taxation onRevaluation (7,396,604)
Tax losses available to be offset against future profits 179,576
Goodwill (3,286,912)

A

Total Increase 13,649,446
ProformaTripleNetAsset Value 89,984,557

A

ProformaTripleNetAsset Value per Share 31/10/05 48.06p
ProformaTripleNetAsset Value per share 31/10/04 39.99p
Increase 20.18%
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TheDirectors submit their report and the group accounts for the year ended 31October 2005.

RESULTSANDDIVIDENDS

The group profit for the period, after taxation andminority interests amounted to »3,477,834. The directors recommend the
payment of a final dividend of 0.7p per share.

PRINCIPALACTIVITYANDREVIEWOFBUSINESS

The group’s principal activities are property investment, development and trading.

TheChairman’s Statement andOperational Reviewon pages 3 to 24 include a reviewof the development of the business of the
company and its subsidiaries during the period.

ACQUISITIONS

During the period the companymade acquisitions of entities engaged in property investment, development and trading.

Details of these acquisitions are included at note 26.

DIRECTORSANDTHEIR INTERESTS

The directors during the period and their interests in the ordinary share capital of the companywere as follows:

At 31October 2004
At 31October 2005 (or date of appointment)

Ordinary shares Ordinary shares

RFMAdair 129,258,549 128,423,549
DRMacdonald (resigned 6 February 2006) 558,522 558,522
N JCTurnbull (resigned 6 February 2006) 231,355 174,000
PA J Leech 1,564,447 69,000
TGWalsh 35,000 30,000
KWGrundy (resigned 6 February 2006) 15,000 10,000
MAKelly (resigned 6 February 2006) 108,302 108,302
RE Lane (resigned 6 February 2006) 40,000 15,000
KMHudson ^ ^
WPWyatt ^ ^
DBlausten ^ ^
CRLPhillips (resigned 17November 2005) ^ ^
GTPBrennan (resigned 6 February 2006) 148,484 148,484

Nodirector had any interest in the shares of any of the subsidiary companies.

PA J Leech held an interest in 15 ordinary shares in TerraceHillNorth East Limited at 31October 2004. These shareswere
acquired by the group during the year.

Details of directors’material interests in contracts are given in note 27 to the accounts.
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SHARECAPITAL

On5May 2005 1,395,447 ordinary shareswere issued at a price of 40p each in part exchange for 15 shares in TerraceHillNorth
East Ltd.

CREDITORS’ PAYMENTPOLICYANDPRACTICE

It is the group’s payment policy to ensure settlement of suppliers’ invoices in accordancewith the stated terms. In certain
circumstances, settlement terms are agreed prior to any business taking place. It is our policy to then abide by those terms.

At the period end the company had an average of 33 days (2004 ^ 45 days) purchases outstanding in trade creditors.

AUDITORS

Aresolution proposing the reappointment of BDOStoyHayward LLPwill be submitted at theAnnualGeneralMeeting.

On behalf of the Board

MAKelly
Company Secretary

7 February 2006
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Company law requires the directors to prepare accounts for each financial periodwhich give a true and fair view of the state of
affairs of the company and of the group and of the profit or loss of the group for that period. In preparing those accounts, the
directors are required to:

� select suitable accounting policies and apply them consistently;

� make judgements and estimates that are reasonable and prudent;

� statewhether applicable accounting standards have been followed, subject to anymaterial departures disclosed and
explained in the accounts; and

� prepare the accounts on the going concern basis unless it is inappropriate to presume that the groupwill continue in
business.

The directors are responsible for keeping proper accounting recordswhich disclosewith reasonable accuracy at any time the
financial position of the company and of the group and to enable them to ensure that the accounts complywith theCompanies
Act 1985. They are also responsible for safeguarding the assets of the group and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities.

Accounts are published on the group’swebsite in accordancewith legislation in theUnitedKingdomgoverning the preparation
and dissemination of accounts,whichmay vary from legislation in other jurisdictions. Themaintenance and integrity of the
group’swebsite is the responsibility of the directors. The directors’ responsibility also extends to the ongoing integrity of the
accounts contained therein.
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Wehave audited the financial statements of TerraceHill Group PLC for the year ended 31October 2005 on pages 31 to 58. These
financial statements have been prepared under the accounting policies set out on pages 36 to 38.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the annual report and the financial statements in accordancewith applicable law and
UnitedKingdomAccounting Standards are set out in the Statement ofDirectors’ Responsibilities.

Our responsibility is to audit the financial statements in accordancewith relevant legal and regulatory requirements andUnited
KingdomAuditing Standards.

We report to you our opinion as towhether the financial statements give a true and fair view and are properly prepared in
accordancewith theCompanies Act 1985.We also report to you if, in our opinion, theDirectors’ Report is not consistentwith
the financial statements, if the company has not kept proper accounting records, if we have not received all the information and
explanationswe require for our audit, or if information specified by law regarding directors’ remuneration and transactionswith
the company and othermembers of the group is not disclosed.

We read other information contained in the annual report, and considerwhether it is consistentwith the audited financial
statements. This other information comprises only theChairman’s Statement,Operational Review and theDirectors’ Report.
We consider the implications for our report if we become aware of any apparentmisstatements ormaterial inconsistencieswith
the financial statements.Our responsibilities do not extend to any other information.

Our report has been prepared pursuant to the requirements of theCompanies Act 1985 and for no other purpose.No person is
entitled to rely on this report unless such a person is a person entitled to rely upon this report by virtue of and for the purpose of
theCompaniesAct 1985 or has been expressly authorised to do so by our priorwritten consent. Save as above,we do not accept
responsibility for this report to any other person or for any other purpose andwe hereby expressly disclaim any and all such
liability.

Basis of audit opinion

Weconducted our audit in accordancewithUnitedKingdomAuditing Standards issued by theAuditing 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 judgementsmade by the directors in the preparation of the financial
statements, and ofwhether the accounting policies are appropriate to the group’s circumstances, consistently applied and
adequately disclosed.

Weplanned and performed our audit so as to obtain all the information and explanationswhichwe considered necessary in order
to provide uswith sufficient evidence to give reasonable assurance that the financial statements are free frommaterial
misstatement,whether caused by fraud or other irregularity or error. In forming our opinionwe 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 the group’s and the company’s affairs as at
31October 2005 and of the group’s profit for the year then ended and have been properly prepared in accordancewith the
Companies Act 1985.

BDOSTOYHAYWARDLLP
CharteredAccountants
andRegisteredAuditors
Glasgow

7 February 2006
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Year ended Year ended
31October 31October

2005 2004
Notes » »

TURNOVER
Group and share of joint venture 28,119,495 27,495,263
Less: share of joint venture 1,268,809 3,739

A A

Group turnover: continuing operations 2 26,850,686 27,491,524
A A

GROUPOPERATINGPROFIT
Continuing operations 3,965,973 5,302,554
Share of joint venture operating profit/(loss) 201,716 (43,310)

A A

3 4,167,689 5,259,244
(Loss)/gain on disposal of fixed asset investments (863) 780
Amountswritten off other investments (11,818) (143,796)
Net gain on disposal of investment property 5 3,495,252 3,252,070
Permanent diminution in value of an investment property ^ (279,436)
(Loss)/gain on liquidation/disposal of subsidiaries (108,068) 142,551
Income fromother fixed asset investments 15,142 ^
Interest receivable 637,356 545,821
Group interest payable 4 (3,818,876) (4,679,668)
Share of joint venture interest payable 4 (138,758) (13,765)

A A

PROFITONORDINARYACTIVITIES
BEFORETAXATION 5 4,237,056 4,083,801
Taxation (charge)/credit 8 (763,155) 3,000

A A

PROFITONORDINARYACTIVITIESAFTERTAX 3,473,901 4,086,801
Minority Interest 3,933 (256,291)

A A

PROFITATTRIBUTABLETOMEMBERSOFPARENTCOMPANY 3,477,834 3,830,510
Dividends 9 (2,246,626) (1,486,588)

A A

TRANSFERTORESERVES 20 1,231,208 2,343,922
A A

Basic and diluted earnings per share 10 1.864p 2.238p
A A

All amounts relate to continuing operations.

The notes on pages 36 to 58 formpart of these financial statements.
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Year ended Year ended
31October 31October

2005 2004
» »

Profit attributable tomembers of the parent company
excluding share of profit/(loss) of joint venture company 3,414,876 3,887,585

Share of joint venture profit/(loss) for the year 62,958 (57,075)
A A

Profit attributable tomembers of the parent company 3,477,834 3,830,510
Unrealised surplus on revaluation of investment properties 3,735,025 13,160,860
Unrealised surplus on revaluation of unlisted investments 5,596 11,558

A A

TOTALRECOGNISEDGAINSANDLOSSES
FORTHEYEAR 7,218,455 17,002,928

A A

N O T E O F H I S T O R I C A L C O S T P R O F I T S
A N D L O S S E S
for the year ended 31October 2005

Year ended Year ended
31October 31October

2005 2004
» »

Reported profit on ordinary activities before taxation 4,237,056 4,083,801
Realised surplus on previously revalued property 7,941,485 5,083,620

A A

Historical cost profit on ordinary activities before taxation 12,178,541 9,167,421
A A

Historical cost profit for the period retained after taxation,minority interests and dividends 9,172,693 7,427,542
A A

The notes on pages 36 to 58 formpart of these financial statements.
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31October 31October
2005 2004

Notes » »FIXEDASSETS
Intangible assets 11
Positive goodwill 4,464,918 2,467,835
Negative goodwill (1,178,006) (1,921,579)

A A

3,286,912 546,256
Tangible assets 12 52,958,443 91,380,965

A A

56,245,355 91,927,221
Investments 13
Joint venture ^ share of gross assets 4,957,563 4,032,545
Joint venture ^ share of gross liabilities (4,801,680) (3,939,620)

A A

155,883 92,925
Other fixed asset investments 2,598,808 446,101

A A

2,754,691 539,026
A A

59,000,046 92,466,247
CURRENTASSETS
Work in progress 14 89,162,161 55,687,146
Debtors 15 13,207,068 14,626,625
Cash at bank and in hand 12,052,213 17,801,053

A A

114,421,442 88,114,824
CREDITORS: amounts falling duewithin one year 16 (29,977,957) (64,222,764)

A A

NETCURRENTASSETS 84,443,485 23,892,060
A A

TOTALASSETSLESSCURRENTLIABILITIES 143,443,531 116,358,307
CREDITORS: amounts falling due aftermore than one year 16 (66,758,066) (44,671,808)
PROVISIONSFORLIABILITIESANDCHARGES 17 ^ (121,618)

A A

NETASSETS 76,685,465 71,564,881
A A

CAPITALANDRESERVES
Called up share capital 19 3,744,376 3,716,467
Share premium account 20 19,368,539 19,368,539
Revaluation reserves ^ investment properties 20 17,267,633 21,474,093
Revaluation reserves ^ other 20 23,162 17,566
Capital redemption reserve 20 849,430 849,430
Merger reserve 20 8,385,522 8,115,384
Profit and loss account 20 26,696,449 17,299,595

A A

EQUITYSHAREHOLDERS’ FUNDS 21 76,335,111 70,841,074
MINORITY INTERESTS 350,354 723,807

A A

76,685,465 71,564,881
A A

Approved by the Board

PA J Leech TGWalsh
Director Director

7 February 2006

The notes on pages 36 to 58 formpart of these financial statements.
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31October 31October
2005 2004

Notes » »
FIXEDASSETS
Investments 13 32,674,487 34,245,644

A A

CURRENTASSETS
Debtors duewithin 1 year 15 24,243,061 16,679,956
Debtors due aftermore than 1 year 15 34,840,931 30,327,744
Cash at bank and in hand 1,282,827 4,323,658

A A

60,366,819 51,331,358
CREDITORS: Amounts falling duewithin one year 16 (36,444,898) (45,929,983)

A A

NETCURRENTASSETS 23,921,921 5,401,375
A A

NETASSETS 56,596,408 39,647,019
A A

CAPITALANDRESERVES
Called up share capital 19 3,744,376 3,716,467
Share premium account 20 19,368,539 19,368,539
Revaluation reserves ^ other 20 23,162 17,566
Capital redemption reserve 20 849,430 849,430
Merger reserve 20 15,985,523 8,115,384
Profit and loss account 20 16,625,378 7,579,633

A A

EQUITYSHAREHOLDERS’ FUNDS 56,596,408 39,647,019
A A

Approved by the Board

PA J Leech TGWalsh
Director Director

7 February 2006

The notes on pages 36 to 58 formpart of these financial statements.

34

TERRACE HILL GROUP PLC

C O M P A N Y B A L A N C E S H E E T
at 31October 2005



Year ended Year ended
31October 31October

Notes 2005 2004
» »

Cash (outflow) fromoperating activities 23(a) (48,931,054) (7,086,432)
Returns on investments and servicing of finance 23(b) (6,138,265) (4,174,218)
Taxation (991,892) (7,500)
Capital expenditure and financial investment 23(b) 54,102,265 20,306,374
Acquisitions and disposals 23(b) (4,903,544) (9,681,722)
Equity dividends paid (1,865,211) (788,434)

A A

Cash (outflow) before liquid resources and financing 23(c) (8,727,701) (1,431,932)
Financing 23(b) 2,735,250 5,280,784

A A

(Decrease)/Increase in cash 23(c) (5,992,451) 3,848,852
A A

R E C O N C I L I A T I O N O F N E T C A S H F L O W
T O M O V E M E N T I N N E T D E B T

Year ended Year ended
31October 31October

2005 2004
» »

(Decrease)/Increase in cash (5,992,451) 3,848,852
Cash flow fromdebt repaid (2,735,250) 2,615,068

A A

Change in net debt arising from cash flows (8,727,701) 6,463,920
Long termdebt acquiredwith subsidiaries ^ (8,718,097)
Debt issue costs 495,400 (142,840)

A A

MOVEMENTS INNETDEBTDURINGTHEPERIOD (8,232,301) (2,397,017)
Opening net debt (57,798,823) (55,401,806)

A A

CLOSINGNETDEBT (66,031,124) (57,798,823)
A A

The analysis of net debt is included in note 23(c).

The notes on pages 36 to 58 formpart of these financial statements.
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1 ACCOUNTINGPOLICIES

Accounting convention

The accounts have been prepared under the historical cost convention, asmodified by the revaluation of investment properties,
listed and unlisted investments, and in accordancewith applicable accounting standards. The true and fair override provisions of
theCompaniesAct 1985 have been invoked, see ‘‘investment properties’’ below.

Basis of consolidation

The consolidated financial statements incorporate the results of TerraceHill Group PLC and all of its subsidiary undertakings as
at 31October 2005 using the acquisitionmethod of accounting. The results of subsidiary undertakings are included from the date
of acquisition.

Joint ventures

Anentity is treated as a joint venturewhere the group holds a long term interest and shares control under a contractual
agreement.

In the group financial statements, interests in joint ventures are accounted for using the gross equitymethod of accounting. The
consolidated profit and loss account indicates the group’s share of the operating results, interest, pre-tax results and attributable
taxation of such undertakings. In the consolidated balance sheet, the group’s share of the identifiable gross assets (including any
unamortised premiumpaid on acquisition) and its share of the gross liabilities attributable to its joint ventures are shown
separately.

Where there is a joint arrangement that is not an entity (‘‘JANE’’) as defined by FRS 9, the group accounts for its share of assets,
liabilities and cash flows according to the underlying joint agreement.

Positive and negative goodwill

Goodwill is the difference between the cost of an acquired entity and the aggregate of the fair value of the entity’s identifiable
assets and liabilities.

Positive purchased goodwill is capitalised and classified as an asset on the balance sheet. Amortisation is calculated towrite off the
capitalised goodwill in equal instalments over its estimated useful life up to amaximumof 20 years.Goodwill is reviewed for
impairment following the first full year following the acquisition and in other periods if events or changes in circumstances
indicate that the carrying valuesmay not be recoverable.

Negative goodwill, classified as a negative asset on the balance sheet, is recognised in the profit and loss account in the period in
which the non-monetary assets are recoveredwhether through depreciation or sale.

Goodwill purchased prior to the implementation of Financial Reporting StandardNo. 10 and not treated as abovewas and
remains eliminated as amatter of accounting policy against the profit and loss reserve and is charged to the profit and loss
account on subsequent disposal of the business towhich it is related.
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1 ACCOUNTINGPOLICIES (continued)

Listed and unlisted investments

Listed investments are valued atmarket value.Unlisted investments are valued in the accounts at a valuation determined by the
directors. In determining the valuation of unlisted investments the directors adopt themiddlemarket pricewhere a dealing
facility exists and apply a discount if considered appropriate.Where no dealing facility exists the factors towhich the directors
have regard include, inter alia, the earnings record and growth prospects of the security, the rating of comparable listed
companies, the yield of the security, where appropriate, and any recent transactions.

Work in progress

Developmentwork in progress is valued at the lower of cost and net realisable value. Interest and other attributable costs are
included in the value of stock andwork in progresswhere appropriate. Provision ismade for any foreseeable losseswhere
appropriate.No element of profit is included in the valuation ofwork in progress.

Depreciation

Depreciation is provided on all tangible fixed assets, other than freehold land and freehold investment properties, at rates
calculated towrite off the cost, less estimated residual value based on prices prevailing at the date of acquisition, of each asset
over its expected useful life, as follows:

Office equipment ^ 20% - 25% straight line
Motor vehicles ^ 10% - 25% reducing balance
Furniture and fittings ^ 20% - 25% straight line
Short leasehold property ^ length of lease

Investment properties

Certain of the group’s properties are held for long term investment. Investment properties are accounted for in accordancewith
SSAP 19, as follows:

(i) investment properties are revalued annually. The surplus or deficit on revaluation is transferred to the revaluation reserve
unless a deficit beloworiginal cost on an individual investment property is expected to be permanent, inwhich case it is
recognised in the profit and loss account for the year; and

(ii) no depreciation is provided in respect of leasehold investment propertieswhere the lease has over 20 years to run.

Although theCompaniesActwould normally require systematic annual depreciation of fixed assets, the directors believe that
the policy of not providing depreciation is necessary in order for the accounts to give a true and fair view, since the current value
for investment properties, and changes to that current value, are of prime importance rather than a calculation of systematic
annual depreciation.Depreciation is only one of themany factors reflected in the annual valuation, and the amountwhichmight
otherwise have been included cannot be separately identified or quantified.

Profits and losses on the sale of investment properties are calculated on the difference between proceeds and net carrying
amount.

Leasing

Assets obtained under finance leases are capitalised in the balance sheet and are depreciated over their useful lives. The interest
elements of the rental obligations are charged to profit and loss account over the period of the lease and represent a constant
portion of the balance of capital repayments outstanding. The capital elements of future obligations are included as liabilities in
the balance sheet. Rentals paid under operating leases are charged to income on a straight line basis over the termof the lease.
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1 ACCOUNTINGPOLICIES (continued)

Turnover and cost of sales

Sales of development properties are reflected in the accounts if an unconditional contract is exchanged and the property is
practically complete by the balance sheet date.

The attributable profit on the sale of development properties is reflected in the accounts if the development properties are
pre-sold and the substantial risks derived from completion of the property are passed over to the purchaser.

Rental income is recognised in the period towhich it relates.

Management fees and other income are treated on the accruals basis.

Sales of investment property

Sales of investment properties are reflected in the accounts if an unconditional contract is exchanged at the balance sheet date.
An appropriate proportion of negative goodwill is released to the profit and loss account at the point of sale.

Pension costs

Contributions to defined contribution pension schemes are charged to the profit and loss account in the year inwhich they
becomepayable.

Financial instruments

In relation to the disclosuresmade in note 18:

� short termdebtors and creditors are not treated as financial assets or financial liabilities; and

� it is, and has been throughout the period under review, the group’s policy that no trading in financial instruments shall be
undertaken.

� the groupmakes use of interest rate swaps tomanage its exposure to fluctuations in interest rates. Interest rate
instruments are treated as hedges and the net interest payable or receivable is included in the profit and loss account.

Deferred taxation

Deferred tax balances are recognised in respect of all timing differences that have originated but not reversed by the balance
sheet date except that:

� deferred tax is not recognised on timing differences arising on revalued properties unless the group has entered into a
binding sale agreement and is not proposing to take advantage of rollover relief; and

� the recognition of deferred tax assets is limited to the extent that the group anticipates tomake sufficient taxable profits in
the future to absorb the reversal of the underlying timing differences.

Deferred tax balances are not discounted.

Cost of raising finance

In accordancewith Financial Reporting Standard (FRS)No 4, costs incurred in raising finance are netted off against the loan
proceeds and amortised over the life of the loan.
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2 TURNOVER

All the group’s activities are based in theUnitedKingdomand all sales aremade toUnitedKingdomcustomers.

2005 2004
» »

Sales of development properties 20,129,367 20,012,483
Rents receivable 5,383,721 7,309,569
Management fees and other income 1,337,598 169,472

A A

26,850,686 27,491,524
Share of joint venture turnover 1,268,809 3,739

A A

28,119,495 27,495,263
A A

3 OPERATINGPROFIT

Ongoing Ongoing
operations operations

Total Total
2005 2004

» »

Turnover 26,850,686 27,491,524
Cost of sales (18,854,735) (16,936,686)

A A

Gross profit 7,995,951 10,554,838
Administrative expenses (4,029,978) (5,252,284)

A A

Group operating profit 3,965,973 5,302,554
A A

Share of joint venture profit/(loss) 201,716 (43,310)
A A

Total operating profit 4,167,689 5,259,244
A A

The above analysis of operating results is before interest charges.
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4 INTERESTPAYABLE

2005 2004
» »

On loan and overdrafts 5,766,027 4,793,151
Amortisation of issue costs 241,239 229,745
Interest capitalised (2,188,390) (343,228)

A A

Total group interest payable 3,818,876 4,679,668
Share of joint venture interest payable 138,758 13,765

A A

3,957,634 4,693,433
A A

5 PROFITONORDINARYACTIVITIESBEFORETAXATION

2005 2004
» »

Profit on ordinary activities before taxation is stated after charging/(crediting):
Auditors’ remuneration ^ audit services 131,563 208,607
Auditors’ remuneration ^ non-audit services 5,168 2,250
Depreciation of owned fixed assets 84,316 80,564
Loss on disposal of fixed assets 128,015 ^
Operating lease charges ^ rent of properties 1,297,149 1,429,593
Positive goodwill ^ amortisation 469,389 168,790
Gain on disposal of investment properties (2,715,719) (2,889,821)
Release of negative goodwill (779,533) (362,249)

A A

Net gain on disposal of investment property (3,495,252) (3,252,070)
Investment property rental income (included in turnover) (5,383,721) (7,309,569)

A A

Auditors remuneration for theCompanywas »83,250 (2004 ^ »93,270).

6 DIRECTORS’ EMOLUMENTS

2005 2004
» »

Emoluments 1,205,846 986,808
Amounts paid to third parties in respect of directors services 127,100 87,250
Amounts receivable under long-term incentive schemes 33,113 152,208
Pension contributions 41,606 72,032

A A

Pension contributions to defined contribution schemesweremade during the year in respect of 6 directors (2004 ^ 6).

The emoluments of the highest paid director for the year including salary, bonuses and benefitswere »292,000 (2004 ^ »250,000).
Pension contributions in respect of the highest paid directorwere »NIL (2004 ^ »NIL).
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7 STAFFCOSTS

2005 2004
» »

Wages and salaries 1,730,786 1,701,078
Social security costs 209,925 157,640
Other pension costs 49,315 79,801

A A

1,990,026 1,938,519
A A

The averagemonthly number of employees during the yearwas 27 (2004 ^ 24).

8 TAXONPROFITONORDINARYACTIVITIES

(a) Analysis of charge in year
2005 2004

» »
Current tax
UKcorporation tax on profits of the year 1,357,307 768,794
Adjustment in respect of prior periods: (476,164) (413,000)

A A

Total current tax 881,143 355,794

Origination and reversal of timing differences ^ current year (552,467) (499,551)
^ prior year 434,479 140,757

A A

Tax on profit on ordinary activities 763,155 (3,000)
A A

(b) Factors affecting the tax charge for the year

The tax assessed for the year is lower than the standard rate of corporation tax in theUK (30%). The differences are explained
below:

2005 2004
» »

Profit on ordinary activities before tax 4,237,056 4,083,800
A A

Profit on ordinary activitiesmultiplied by the standard rate of
UKCorporation tax of 30% 1,271,117 1,225,140

Disallowables (21,510) 185,518
Provisions released (93,474) (239,842)
Capital gains 1,822,898 2,340,304
Gain on sale of properties (802,867) (1,393,190)
Wear and tear allowances and capital allowances in excess of depreciation (505,356) (226,490)
Goodwill amortised (93,043) (197,623)
Capitalised interest ^ (22,603)
Losses brought forward utilised (220,458) (902,420)

A A

1,357,307 768,794
Adjustments in respect of previous years (476,164) (413,000)

A A

Current tax charge for the year 881,143 355,794
A A
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8 TAXONPROFITONORDINARYACTIVITIES (continued)

(c) Factors thatmay affect future tax charges

The group expects to continue to claim capital allowances andwear and tear allowances in excess of depreciation.

Noprovision has beenmade for deferred tax on gains recognised on revaluing property to itsmarket value. The total amount
unprovided is »501,961, net of tax relief of »5,114,141 in respect of capital losses (2004 ^ »7,804,824).

(d) Joint venture

No tax charge arises on the results of the joint venture.

9 DIVIDENDS

2005 2004
» »

Ordinary shares
Interim paid of 0.50p (2004 ^ 0.30p) per share 936,094 557,471
Final proposed of 0.70p per share (2004 ^ 0.50p) per share 1,310,532 929,117

A A

2,246,626 1,486,588
A A

10 EARNINGSPERORDINARYSHARE

The calculation of basic and diluted earnings per ordinary share is based on a profit of »3,477,834 (2004 profit ^ »3,830,510) and on
186,576,536 (2004 ^ 171,192,098) ordinary shares, being theweighted average number of shares in issue during the period.

11 INTANGIBLE FIXEDASSETS

Positive Negative
goodwill goodwill

» »
Cost:
At 1November 2004 3,431,908 (7,920,786)
Acquisitions 2,466,470 (35,960)

A A

At 31October 2005 5,898,378 (7,956,746)
A A

Amortisation:
At 1November 2004 (964,073) 5,999,207
(Charge)/release for the period (469,387) 779,533

A A

At 31October 2005 (1,433,460) 6,778,740
A A

Net book value:
At 31October 2005 4,464,918 (1,178,006)

A A

At 31October 2004 2,467,835 (1,921,579)
A A
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12 TANGIBLE FIXEDASSETS

Group Motor Office Furniture Investment
vehicles equipment and fittings properties Total

» » » » »
Cost or valuation:
At 1November 2004 5,977 84,559 238,071 91,293,202 91,621,809
Additions ^ 7,343 ^ 45,539 52,882
Transfer fromdevelopmentwork
in progress ^ ^ ^ 6,815,411 6,815,411

Disposals ^ (13,839) (173,346) (48,812,903) (49,000,088)
Surplus on revaluation ^ ^ ^ 3,735,025 3,735,025

A A A A A

At 31October 2005 5,977 78,063 64,725 53,076,274 53,225,039
A A A A A

Whereof:
Cost 5,977 78,063 64,725 ^ 148,765
Valuation ^ ^ ^ 53,076,274 53,076,274

A A A A A

5,977 78,063 64,725 53,076,274 53,225,039
A A A A A

Depreciation:
At 1November 2004 3,224 70,087 39,750 127,783 240,844
Charge for period 275 7,379 27,180 49,482 84,316
Disposals ^ (12,650) (45,914) ^ (58,564)

A A A A A

At 31October 2005 3,499 64,816 21,016 177,265 266,596
A A A A A

Net book value:
At 31October 2005 2,478 13,247 43,709 52,899,009 52,958,443

A A A A A

At 31October 2004 2,753 14,472 198,321 91,165,419 91,380,965
A A A A A

The investment properties situated in Scotland owned by the group have been valued as at 31October 2005 byCRGPRobertson
Chartered Surveyors ofHerbertHouse, 24Herbert Street,Glasgow,G20 6NBon the basis of openmarket value.

Investment properties situated in England owned by theGroup have been valued at openmarket value by directors,who are
suitably qualified or experienced, at 31October 2005 having regard to professional advice and/or sales evidence during the
period.

On a historical cost basis the net book value of the group’s investment propertieswould have been »35,631,376 (2004 ^
»69,691,326).
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13 INVESTMENTS

Group
Joint Other

ventures investments Total
» » »

Cost or valuation:
At 1November 2004 150,000 772,058 922,058
Additions ^ 573 573
Acquisition of subsidiary undertakings ^ 2,488,113 2,488,113
Disposals ^ (329,757) (329,757)
Surplus on revaluation ^ 5,596 5,596
Adjustment on revaluation ^ (144,763) (144,763)

A A A

At 31October 2005 150,000 2,791,820 2,941,820
A A A

Whereof:
Cost 150,000 ^ 150,000
Valuation ^ 2,791,820 2,791,820

A A A

150,000 2,791,820 2,941,820
A A A

Share of retained profits:
At 1November 2004 ^ ^ ^
Provision released (57,075) ^ (57,075)
Profit for the year 62,958 ^ 62,958

A A A

At 31October 2005 5,883 ^ 5,883
A A A

Provision for diminution in value:
At 1November 2004 57,075 325,957 383,032
Release (57,075) (144,763) (201,838)
Provided during the period ^ 11,818 11,818

A A A

At 31October 2005 ^ 193,012 193,012
A A A

Net book value:
At 31October 2005 155,883 2,598,808 2,754,691

A A A

At 31October 2004 92,925 446,101 539,026
A A A

Ona historical cost basis, other investmentswould have been included at a net book value of »2,575,646
(2004 ^ »428,182).
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13 INVESTMENTS (continued)

Company
Subsidiary Other

undertakings investments Total
» » »

Cost or valuation:
At 1November 2004 34,558,765 289,495 34,848,260
Additions 37,503 570 38,073
Disposals (1,592,247) (20,375) (1,612,622)
Surplus on revaluation ^ 5,596 5,596

A A A

At 31October 2005 33,004,021 275,286 33,279,307
A A A

Whereof:
Cost 33,004,021 ^ 33,004,021
Valuation ^ 275,286 275,286

A A A

33,004,021 275,286 33,279,307
A A A

Provision for diminution in value:
At 1November 2004 401,423 201,193 602,616
Provided during the period ^ 2,204 2,204

A A A

At 31October 2005 401,423 203,397 604,820
A A A

Net book value:
At 31October 2005 32,602,598 71,889 32,674,487

A A A

At 31October 2004 34,157,342 88,302 34,245,644
A A A

Ona historical cost basis other investments other than loanswould have been included at a net book value of »48,727
(2004 ^ »70,736).
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13 INVESTMENTS (continued)

Details of the investments inwhich the group or the company, at 31October 2005, heldmore than 20%of the nominal value of
any class of share capital are as follows:

Principal companies of the group:
Subsidiary undertakings Proportion of

voting rights
and ordinary

Name of company shares held Nature of business

PCGResidential PLC 100% Property investment
Paisley PatternHomes Limited 100% Property investment
ParkCircus (Management) Limited 100% Management and administration
ParkCircus Registrars Limited 100% Corporate registrars
Mercantile Securities (Scotland) Limited 100% Corporate finance services
NC (Res) Limited� 100% Holding company/Property investment
South Eastern Recovery II Limited* 100% Property investment
Pacific Shelf 1058 Limited� 100% Property investment
BelgraveResidential Assets Limited* 100% Property investment
BelgraveResidential Investments Limited� 100% Property investment
PCGResidential Lettings (No. 3) Limited 100% Property investment
PCGResidential Lettings Limited 100% Property investment
SpathHolme Limited* 100% Property development
TerraceHill (Central Scotland) Limited 100% Property development
TerraceHill (Kilmarnock) Limited 100% Property development
TerraceHill (Shotts) Limited 100% Property development
TerraceHill (ResidentialDevelopments) Limited 100% Property development
SecondTerraceHill Investing Limited 100% Investment holding company
Second ParkCircus Investing Limited` 100% Investment holding company
BritannicGlobal IncomeTrust PLC* 100% Investment holding company
Westview Investments Limited 100% Investment holding company
TerraceHill Limited* 100% Investment holding company
TerraceHill Estates Limited* 100% Property investment
TerraceHill Properties Limited* 100% Property investment
TerraceHill Developments Limited* 100% Property development
MountYork Estates Limited* 100% Project coordination and development
TerraceHill Projects Limited* 100% Project coordination andmanagement services
TerraceHillNorth East Limited* 100% Property development
TerraceHill (Baltic) Limited* 100% Property development
TerraceHill (Middlehaven) Limited* 100% Property development
TerraceHill (ClarendonRoad) Limited* 100% Property development
Tannochside Estates Limited* 100% Property investment
TerraceHill (GuildfordNo. 1) Limited* 100% Property development
ThanetReach Estates Limited* 100% Property development
TerraceHill (Crawley) Limited* 100% Property investment
PCG Investments Limited* 100% Investment holding company
PortHampton Limited* 100% Property investment andmoorings hire
Platts Eyot Limited* 100% Property investment
TerraceHill (Swansea) Limited* 100% Property development
TerraceHill (TunbridgeWells) Limited* 100% Property development
Middlehaven Properties Limited* 100% Property development
TerraceHill (BishopAuckland) Limited* 100% Property development
TerraceHill (Edmonton) Limited* 100% Property investment
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13 INVESTMENTS (continued)

Principal companies of the group (continued):
Subsidiary undertakings Proportion of

voting rights
and ordinary

Name of company shares held Nature of business

TerraceHill (Farnborough) Limited* 100% Property development
TerraceHill Pinewood Limited* 100% Property development
TerraceHill (Resolution) Limited* 100% Property development
TerraceHill (WiltonRoad)Holdings Limited* 100% Investment holding company
TerraceHill Blyth Limited* 100% Property investment
TerraceHill (Eastbourne)Holdings Limited* 100% Investment holding company
Grosvenor LandHoldings Limited* 100% Property investment
Grosvenor LandNorth Limited* 100% Property investment
Grosvenor Land South Limited* 100% Property investment
Plymouth&Exeter Properties Limited* 100% Property development
SERAHProperties PLC * 86.69% Property investment

Joint Ventures and partnerships

The group’s interest in the net assets of the joint ventures and partnerships is

Guildford Partnership 50% Property development
TemplarCircus Partnership 63% Property development
Achadonn Limited 50% Property development

* Shares held by subsidiary undertaking.
� 75%of shares held by subsidiary undertaking.
` 50%of shares held by subsidiary undertaking.

14 WORK INPROGRESS

Group Group Company Company
2005 2004 2005 2004

» » » »
Developmentwork in progress 89,162,161 55,687,146 ^ ^

A A A A

Included in these figures is capitalised interest of 2,531,260 702,531 ^ ^
A A A A

15 DEBTORS

Group Group Company Company
2005 2004 2005 2004

» » » »
Trade debtors 923,640 1,616,050 59,075 44,485
Prepayments and accrued income 1,300,665 1,252,341 216,475 217,145
Amount due from subsidiaries ^ ^ 58,777,188 46,583,138
Other debtors 10,982,763 11,758,234 31,254 162,932

A A A A

13,207,068 14,626,625 59,083,992 47,007,700
A A A A

All amounts fall due for paymentwithin one year except for other debtors (group) of »NIL (2004 ^ »459,775), prepayments
(group) of »21,973 (2004 ^ »110,928) and amount due from subsidiaries (company) of »34,840,931 (2004 ^ »30,327,744).
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16 CREDITORS

Group Group Company Company
2005 2004 2005 2004

» » » »
Amounts duewithin one year:
Bank overdraft 1,082,802 839,191 ^ ^
Bank loans 10,242,469 30,088,877 ^ ^
Trade creditors 3,561,561 2,586,043 52,537 31,517
Current corporation tax 661,675 761,294 ^ ^
Other taxation and social security costs 75,065 318,968 ^ ^
Accruals and deferred income 6,184,860 27,227,434 112,789 154,751
Other creditors 6,858,993 1,471,840 519,697 501,023
Proposed final ordinary dividend 1,310,532 929,117 1,310,532 929,117
Amounts due to subsidiaries ^ ^ 34,449,343 44,313,575

A A A A

29,977,957 64,222,764 36,444,898 45,929,983
A A A A

The bank overdraft is secured byway of debenture and cross guarantee from certain subsidiaries.

Group Group Company Company
2005 2004 2005 2004

» » » »
Amounts due aftermore than one year:
Bank loans 66,758,066 44,671,808 ^ ^

A A A A

The bank loans are secured by legal charges over the group’s investment and development properties togetherwith guarantees
from certain subsidiary undertakingswith a limited guarantee from the parent company and in one case a floating charge from
the parent company.

Group Group Company Company
2005 2004 2005 2004

» » » »
Financial liabilities are due:
Bank loans and overdrafts:
In one year or less or on demand 11,798,023 31,043,812 ^ ^
Unamortised issue costs (472,752) (115,744) ^ ^

A A A A

11,325,271 30,928,068 ^ ^
A A A A

Bank loans and overdrafts:
Inmore than one year but less than two 35,282,847 24,790,991 ^ ^
Inmore than two years but less than five 31,789,368 18,329,085 ^ ^
Inmore than five years ^ 1,727,440 ^ ^
Unamortised issue costs (314,149) (175,708) ^ ^

A A A A

66,758,066 44,671,808 ^ ^
A A A A
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17 PROVISIONSFORLIABILITIESANDCHARGES

Deferred Tax Group Group Company Company
2005 2004 2005 2004

» » » »
At 1November 2004 121,618 476,779 ^ ^
(Credited) to profit and loss account (117,988) (358,794) ^ ^
Acquisition of subsidiary undertakings (3,630) 3,633 ^ ^

A A A A

At 31October 2005 ^ 121,618 ^ ^
A A A A

Deferred Tax Group Group Company Company
2005 2004 2005 2004

» » » »
Accelerated capital allowances ^ 721,261 ^ ^
Other timing differences ^ (599,643) ^ ^

A A A A

^ 121,618 ^ ^
A A A A

18 FINANCIAL INSTRUMENTS

The group’s principal financial instruments comprise loans, overdrafts, cash and short termdeposits. Themain purpose of these
financial instruments is to provide finance for the group’s operations.

The group has various other financial instruments such as trade debtors and trade creditors that arise directly from its
operations, listed and unlisted investments.

Themain risks arising from the group’s financial instruments are interest rate risk and liquidity risk. The board reviews and
agrees policies formanaging each of these risks and they are summarised below. Themagnitude of the risk that has arisen over
the period is detailed below.

Interest rate risk

The group holds cash balances on short termdeposit. The group’s policy is tomonitor the level of these balances to ensure that
funds are available as required, recognising that interest earningswill be subject to interest rate fluctuations.

The group borrows cash in the formof loans and overdrafts, which are subject to interest at floating rates, recognising that rates
will fluctuate according to changes in the bank base rate. TheGroup is cognisant at all times ofmovements in interest rates and
will, as appropriate, enter into interest rate swaps tomaintain a balance between borrowings that are subject to floating and
fixed rates.

Liquidity risk

The group’s objective is tomaintain a balance between continuity of funding and flexibility through the use of bank balances and
loans. The group has borrowing facilities available as detailed below.
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18 FINANCIAL INSTRUMENTS (continued)

Interest rate risk profile of financial assets and liabilities

The interest rate profile of financial assets and liabilities of the group at 31October 2005was as follows:

Financial
Floating assets on

rate which no
financial interest

Total assets is earned
» » »

Sterling 12,052,213 12,052,213 ^
A A A

Fixed rate Floating rate
financial financial

Total liabilities liabilities
» » »

Sterling 78,083,337 ^ 78,083,337
A A A

Floating rate financial liabilities bear interest at LIBORor base rate plusmargins of between 1.25% and 2.25%.

The interest rate profile of financial assets and liabilities of the group at 31October 2004was as follows:

Financial
Floating assets on

rate which no
financial interest

Total assets is earned
» » »

Sterling 17,801,053 17,801,053 ^
A A A

Fixed rate financial liabilities
Weighted
average

Weighted period Fixed rate Floating rate
average for which financial financial

interest rate rate is fixed Total liabilities liabilities
As restated As restated

% Years » » »
Sterling 4.68 0.5 75,599,876 12,098,105 63,501,771

A A A A A
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18 FINANCIAL INSTRUMENTS (continued)

The floating rate financial assets comprise:

� cash on deposit.

The floating rate financial liabilities comprise:

� sterling denominated bank loans that bear interest based on LIBORand bank base rates.

� sterling denominated bank overdrafts that bear interest based on bank base rates.

Borrowing facilities

The group has the following undrawn committed bank borrowing facilities available to it:

At 31October 2005: »
Expiring in one year or less: 576,941
Expiring inmore than one year but notmore than two: 9,664,238
Expiring inmore than two years but notmore than five: 20,956,417

A

31,197,596
A

At 31October 2004: »
Expiring in one year or less: 1,342,795
Expiring inmore than one year but notmore than two: 23,050,814
Expiring inmore than two years but notmore than five: 4,008,272

A

28,401,881
A

Subsequent to 31October 2005 themaximumprincipal amount of a revolving credit facility has reduced from»20million to
»10million.

Fair values of financial assets and liabilities

The fair values of the group’s financial assets and liabilities are notmaterially different from their carrying amounts.
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19 CALLEDUPSHARECAPITAL

2005 2004
» »

Authorised:
250,000,000 ordinary shares of 2 pence each 5,000,000 5,000,000
200,000 cumulative 8% redeemable preference shares of »1 each 200,000 200,000
3,300,000 convertible shares of 20 pence each 660,000 660,000

A A

5,860,000 5,860,000
A A

» »
Allotted, called up, and fully paid:
187,218,824 (2004 ^ 185,823,377) ordinary shares of 2 pence each 3,744,376 3,716,467

A A

During the period the company entered into the following share transactions:

On 5May 2005 1,395,447 ordinary shareswere issued at a price of 40p each in part exchange for 15 shares in TerraceHillNorth
East Ltd.
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20 RESERVES

Revaluation
reserve ^ Revaluation Capital Profit

Share Investment reserve ^ redemption Merger and loss
premium properties other reserve reserve account

Group » » » » » »
At 1November 2004 19,368,539 21,474,093 17,566 849,430 8,115,384 17,299,595
Profit for the year ^ ^ ^ ^ ^ 3,477,834
Interim ordinary dividends ^ ^ ^ ^ ^ (936,094)
Final proposed ordinary dividend ^ ^ ^ ^ ^ (1,310,532)
Revaluation reserve released on
disposal of assets in the year ^ (7,941,485) ^ ^ ^ 7,941,485

Premiumon issue of share
capital as part of acquisition ^ ^ ^ ^ 530,270 ^

Surplus on revaluation of
investment properties ^ 3,735,025 ^ ^ ^ ^

Surplus on revaluation of
unlisted investments ^ ^ 5,596 ^ ^ ^

Purchase of own shares by
subsidiary ^ ^ ^ ^ ^ (35,971)

Merger reserve release ^ ^ ^ ^ (260,132) 260,132
A A A A A A

At 31October 2005 19,368,539 17,267,633 23,162 849,430 8,385,522 26,696,449
A A A A A A

The cumulative amount of goodwill deducted directly fromgroup reserves net of goodwill relating to businesses disposed of as at
31October 2005 is »234,010 (2004 ^ »234,010).

Revaluation Capital Profit
Share reserve ^ redemption Merger and loss

premium other reserve reserve account
Company » » » »
At 1November 2004 19,368,539 17,566 849,430 8,115,384 7,579,633
Profit for the year ^ ^ ^ ^ 18,632,240
Interim ordinary dividends ^ ^ ^ ^ (936,094)
Final proposed ordinary dividend ^ ^ ^ ^ (1,310,532)
Premiumon issue of share capital
as part of acquisition ^ ^ ^ 530,270 ^

Surplus on revaluation of unlisted
investments ^ 5,596 ^ ^ ^

Merger reserve transfer ^ ^ ^ 7,339,869 (7,339,869)
A A A A A

At 31October 2005 19,368,539 23,162 849,430 15,985,523 16,625,378
A A A A A
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21 RECONCILIATIONOFGROUPSHAREHOLDERS’ FUNDS

2005 2004 2005 2004
Group Group Company Company

» » » »
Total recognised gains and losses for the year (see page 32) 7,218,455 17,002,928 18,637,836 (520,068)
Ordinary dividends (2,246,626) (1,486,588) (2,246,626) (1,486,588)
New shares issued (net) 27,909 665,157 27,909 665,157
Merger reserve arising on new shares issued 530,270 1,183,648 530,270 1,183,648
Share premium arising on new shares issued ^ 7,545,836 ^ 7,545,836
Purchase of own shares by subsidiary (35,971) (409,356) ^ (409,356)
Release of shares to be issued ^ (192,551) ^ (192,551)

A A A A

Totalmovements during the year 5,494,037 24,309,074 16,949,389 6,786,078
Opening shareholders’ funds 70,841,074 46,532,000 39,647,019 32,860,941

A A A A

Closing shareholders’ funds 76,335,111 70,841,074 56,596,408 39,647,019
A A A A

22 PROFIT/(LOSS)ATTRIBUTABLETOMEMBERSOFTHEPARENTCOMPANY

The company has taken advantage of the exemption allowed under section 230 of theCompanies Act 1985 and has not presented
its ownprofit and loss account in these financial statements. The group profit for the year includes a profit after tax and before
dividends paid of »18,632,240 (2004 ^ loss »531,626)which is dealtwith in the financial statements of the parent company.

23 GROUPSTATEMENTOFCASHFLOWS

(a) Reconciliation of group operating profit to net cash (outflow) from operating activities

2005 2004
» »

Operating profit 3,965,973 5,302,554
Depreciation 84,316 80,564
Loss on sale of other tangible fixed assets 127,430 ^
Positive goodwill amortisation and impairment losses 469,387 168,790
(Increase) in stocks (41,892,863) (36,757,727)
Decrease in operating debtors 3,591,066 1,804,789
(Decrease)/increase in operating creditors (15,276,363) 22,314,598

A A

Net cash (outflow) fromoperating activities (48,931,054) (7,086,432)
A A
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23 GROUPSTATEMENTOFCASHFLOWS (continued)

(b) Analysis of cash flows for headings netted in the cash flow statement:

2005 2004
» »

Returns on investment and servicing of finance:
Interest received 631,116 545,821
Interest paid (5,732,997) (4,430,427)
Dividends paid tominority interests ^ (102,239)
Dividends received 142 ^
Debt issue costs (1,036,526) (187,373)

A A

(6,138,265) (4,174,218)
A A

2005 2004
» »

Capital expenditure and financial investment:
Purchase of investment property ^ (1,717,850)
Purchase of other tangible fixed assets (450,548) (47,827)
Sale of investment property 54,224,504 22,212,342
Purchase of investments (574) (1,071)
Sale of investments 328,883 10,780
Investments in joint venture ^ (150,000)

A A

54,102,265 20,306,374
A A

2005 2004
» »

Acquisitions and disposals:
Purchase of subsidiaries:
Acquisitions ^ consideration (4,362,591) (9,908,502)
Acquisitions expenses (399,602) (51,317)
Cash on acquisition ^ 328,097
Compensation in respect of shares to be issued ^ (50,000)
Disposal ^ consideration 1,484 ^
Net cash on disposals (142,835) ^

A A

(4,903,544) (9,681,722)
A A

2005 2004
» »

Financing:
Purchase of ordinary shares ^ (394,807)
Issue of ordinary shares ^ 8,294,000
Expenses on issue of ordinary shares ^ (176,164)
Expenses on repurchase of ordinary shares ^ (14,550)
New long termbank loans 39,837,945 15,874,401
Long termbank loans repaid (37,102,695) (18,302,096)

A A

2,735,250 5,280,784
A A
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23 GROUPSTATEMENTOFCASHFLOWS (continued)

(c) Analysis of net debt

At Other At
1November Cash non-cash 31October

2004 flow Acquisitions changes 2005
» » » » »

Cash at bank and in hand 17,801,053 (5,748,840) ^ ^ 12,052,213
Bank overdraft (839,191) (243,611) ^ ^ (1,082,802)

A A A A A

16,961,862 (5,992,451) ^ ^ 10,969,411
Debt duewithin one year (30,088,877) 20,761,245 ^ (914,837) (10,242,469)
Debt due after one year (44,671,808) (23,496,495) ^ 1,410,237 (66,758,066)

A A A A A

(57,798,823) (8,727,701) ^ 495,400 (66,031,124)
A A A A A

»495,400 of debt issue costs paid during the yearwere unamortised at the balance sheet date.

24 CONTINGENTLIABILITIES

Grants received fromScottishHomes are repayable by certain subsidiary companies in the event of:

(a) disposal of the property/ies prior to an agreed cut-off point; or

(b) the discontinuation of rental income from the property/ies.

The directors are of the opinion that neither of these contingencieswill crystallise, since the principal activity of the company is
the letting of the properties for rental income and it is not anticipated that the propertieswill be disposed ofwithin the
timeframe of (a) above. In the event of crystallisation of (a) and/or (b), the companywill be obligated to pay an amount calculated
with reference to the properties disposed of/not let out. Themaximum sumrepayable is »564,522.
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25 GUARANTEESANDFINANCIALCOMMITMENTS

The group and company had annual commitments under non-cancellable operating leases as set out below:

Group Group Company Company
2005 2004 2005 2004

» » » »
Land and Land and Land and Land and
buildings buildings buildings buildings

Operating leaseswhich expire:
In less than one year 57,540 62,000 ^ ^
In two to five years ^ ^ ^ ^
After five years 1,266,712 1,506,732 1,266,712 1,266,712

A A A A

1,324,252 1,568,732 1,266,712 1,266,712
A A A A

Capital commitments:
Group Group Company Company
2005 2004 2005 2004

» » » »
Contracted but not provided for 14,643,350 ^ ^

A A A A

26 ACQUISITIONS Britannic Global
Income Trust plc

Date of acquisition 11October 2005
»

Investments ^ book value 2,488,113
^ fair value adjustment ^

A

2,488,113
Goodwill on acquisition 1,454,808

A

Consideration 3,942,921
A

Represented by:
»

Cash 3,942,921
A

Pre-acquisition financial information in respect of the company acquired during the year has not been provided as the figures are
notmaterial.
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27 RELATEDPARTYTRANSACTIONS

(a) Office facility and staff costs of »2,683,117 (2004 ^ »2,192,741)were billed to the group fromTerraceHill Partnership. Rent
charges of »249,725 (2004 ^ »180,250)were billed by the group to TerraceHill Partnership. The balance outstanding due by
TerraceHill Partnership to group companies at 31October 2005was »NIL (2004 ^ »NIL). R FMAdair,N J CTurnbull,
R E Lane, PA J Leech, KWGrundy andTGWalsh are all partners in TerraceHill Partnership.

(b) Consultancy fees of »107,100were charged to the group fromFineluck Limited, a company inwhichN JCTurnbull is a
director and shareholder (2004 ^ »76,000). The balance due to Fineluck Limited by theGroup at 31October 2005was »NIL
(2004 ^ »15,000).

(c) Included inmanagement fees for the period are amounts charged to the following partnerships.

2005 2004
» »

Guildford Partnership 22,983 28,125
TemplarCircus Partnership 105,690 ^

The relationshipwith the partnerships is disclosed in note 13.

(d) Propertymanagement fees of »175,004 (2004 ^ »171,386)were charged to the group byCyril Leonard&Co. inwhich
DBlausten is a partner. The balance due toCyril Leonard&Co. by the group at 31October 2005was »NIL (2004 ^
»42,652)

(e) Joint Venture Company ^ Achadonn Limited

The following transactions took place between the group and its joint venture during the year:

2005 2004
» »

Net short-term loanmovements advances/(repayments) ^ 650,000
Purchases of goods and services 1,700,000 800,000
Management fees received 70,000 13,333
Interest received 43,478 14,398

The following receivable balances relating to the joint venture undertakingswere included in the consolidated balance
sheet:

2005 2004
» »

Short-term loans 650,000 650,000
Management fees 83,333 13,333
Interest 57,876 14,398

(f) The group sold its interest in two subsidiaries TannochsideDevelopment Limited and TH (One Portland Place) Limited on
30thApril 2005 to a company ultimately controlled byNigel Turnbull andRossMacdonald. The consideration received
was »2.

(g) During the year theGroup acquired fromPA J Leech his interest in the ordinary share capital of TerraceHillNorth East
Limited at a cost of »1,116,358.

28 CONTROLLINGPARTY

The companywas controlled throughout the period by family trusts inwhichR FMAdair has an interest.
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FINANCIALCALENDAR

AnnualGeneralMeeting 10March 2006,Glasgow
Half year results July 2006
Full year results February 2007

SHAREHOLDERANALYSIS (ASAT 31OCTOBER 2005)

Size of holding No No. of shares %
1 ^ 1000 115 56,971 0.030
1,001 ^ 10,000 754 3,912,117 2.090
10,001 ^ 100,000 643 17,658,000 9.432
100,001 ^ 1,000,000 35 9,369,466 5.005
1,000,001 and over 10 156,222,270 83.443

A A A

1,557 187,218,824 100.00%
A A A

LONDONSTOCKEXCHANGE

The ordinary shares of theCompany are traded on theAlternative InvestmentMarket of the London Stock Exchangewith code
THG.

2005 SHAREPRICE (pence per ordinary share)

Start of year 32.50
End of year 41.75

WEBSITE

www.terracehill.co.uk
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TerraceHill GroupPLCBoard

RobertAdair (49) ExecutiveChairman ^After graduating in geology atOxfordUniversity he qualified as aChartered
AccountantwithArthurAndersen&Co.He has substantial corporate finance experience, including a periodworking in the
City. In 1984 he set upTerraceHill. Robert is executive chairman of listed oil and gas groupMelrose Resources plc.He is also
non-executive chairman of AIM listed PlexusHoldings PLC and a non-executive director of quoted investment trust, Chameleon
Trust PLC.

Philip Leech (42)MRICS ^GroupManagingDirector ^ Joined TerraceHill in 1993. Established and ran theNorth East office
over the following 12 years and assumed responsibility asGroupManagingDirector in January 2005.

TomWalsh (44)Group FinanceDirector ^ Joined TerraceHill in 1996 and appointedGroup FinanceDirector in 2002.He is
responsible for all aspects ofGroup finance.

WillWyatt (37)Non ExecutiveDirector ^Director of Caledonia Investments plc.Other directorships includeCobepa, a
Belgiumbased investment company, Avanti ScreenMedia, a specialisedmedia and satellite company andOmniport, an operator
of regional airports. PreviouslywithClose BrothersCorporate Finance.

Douglas Blausten (54)Non ExecutiveDirector ^Douglas is Senior Partner of Cyril Leonard, a firmof chartered surveyors based
in London’sWest End.

KelvinHudson (44)Non ExecutiveDirector ^Kelvin qualified as aCharteredAccountant in 1985moving toGuernsey in 1995
and isManagingDirector of SafferyChampness,Guernsey.

Operations Board

Since the year endwe have created anOperations Board comprising executiveswith key skills and geographic responsibility.
The Board comprises:

Philip Leech andTomWalsh

MandyKelly (35)Company Secretary ^Aqualified solicitor,Mandy is based in ourGlasgowoffice and is additionally responsible
for our residential investment division and compliance.

Robert Lane (39)MRICS ^Robert joined theGroup in 1993 fromConradRitblat and has responsibility for property
development in London and South East.

AdamPratt (42)MRICS ^ Previouslywith Strutt& Parker andHuntingGate, Adam jointed TerraceHill in 1996.Nowbased in
our SouthWest office, he has responsibility for our property development programme in the SouthWest andWales.

MartinVickerman (43)MRICS ^ Joined TerraceHill in 2004 having previously been EstatesDirector of RegVardy PLC and
before thatworkingwithGVAGrimley.Martin is responsible for property development in theNorth East and is based in our
Teesside office.

DuncanMcEwan (41)MRICS ^ has beenworking fromourNorth East office since joining theGroup in 2003.With extensive
experience of the retail sector,Duncan is responsible for our retail development throughout theUK.

Eric Beaven (46)MRICS ^ has beenwith TerraceHill since 1996. A specialist in all areas of project co-ordination and
construction, he takes overall responsibility for construction procurement delivery and projectmanagement.

Philip Littlehales (39)MRICS ^ joined our London office in 2005 having spent the previous 15 years in property investment at
Morley. Philip takes special responsibility for property investment and fundmanagement.

RobertAdair, ExecutiveChairman,Nigel Turnbull andRossMacdonald, sit on theOperations Board in an advisory capacity.
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LONDON

1 Portland Place 
London W1B 1PN
Telephone 020 7631 1666 
Facsimile 020 7631 1126
info@terracehill.co.uk 

NORTH EAST

Westminster 
St Mark’s Court 
Teesdale 
Stockton on Tees TS17 6QP
Telephone 01642 243444 
Facsimile 01642 243500
north@terracehill.co.uk

SOUTH WEST

Old Stables Court,
27a The Parade,
Marlborough 
Wiltshire SN8 1NE 
Telephone 01672 515520
Facsimile 01672 514655
adam.pratt@terracehill.co.uk

REGISTERED OFFICE

James Sellars House
144 West George Street
Glasgow G2 2HG
Telephone 0141 332 2014 
Facsimile 0141 332 2015
enquiries@terracehill.co.uk 






