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Terrace Hill Group PLC was created by the merger of CapitalTech

PLC and the Westview Group, whose principal operating subsidiary 

is Terrace Hill Limited.The Group's shares are traded on the

alternative investment market (AIM) of the London Stock Exchange.

Terrace Hill Limited was formed in 1986 and is now well established

as a successful UK property development company with offices in

London, the North East and the South West.

Focused principally on direct commercial property development

including offices, retail, industrial, leisure and mixed use schemes,

Terrace Hill's in-house team has great depth of experience and 

a proven track record in all aspects of the development process

including site acquisition, project management, letting and sales

nationwide. Acquisitions and development are undertaken on 

both a speculative and pre-let basis.

In addition, the Group holds a substantial residential property

portfolio located primarily in Scotland and the North.

Terrace Hill Group PLC is registered in Scotland.

Registration No. SC149799.

Terrace Hill is online at www.terracehill.co.uk

London office
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C H A I R M A N ’ S S TAT E M E N T

18 months to 31 October 2003

I am pleased to present our results for the 18 month period ended 31 October 2003, which included some 

13 months of the Commercial Division added by our merger with Westview Group.

Profit before tax was £5,092,831 (year to 30 April 2002: £53,284) and net asset value at the period end stood at

£46,634,255 (30 April 2002 : £25,158,735).We are pleased with these results. Our announced strategy in entering

into the merger was to add profits to our valuable asset base, and I believe that the results for the period under

review show that this has been successfully achieved.

Balance Sheet

Total group assets were £131.7m as at 31 October 2003.The value of investment properties held at the year end

was £89.9m (with £45.7m Residential and £44.2m Commercial). In addition, the Commercial Division had £18m 

as work in progress on developments under construction.

Bank debt stood at 55% of gross assets. At 30 April 2002, net debt, being borrowing less cash, stood at 69% of

property value.

Profit and Loss Account

Profit before tax for the period of 18 months to 31 October 2003 amounted to £5,092,831 (year to 30 April 2002 :

£53,284). In the 6 months to 31 October 2002 and in the 6 months to 30 April 2003 pre tax profits amounted to

£75,000 and £2,145,000 respectively.

Dividend

Maintaining our progressive dividend policy and reflecting our confidence in the future, your directors have decided 

to recommend a 15.4% increase in the six monthly dividend to 0.15p per share, to be paid as a final dividend. If

approved it will be paid on 12 March 2004 to shareholders on the register at 5 March 2004.This dividend compares

to the dividend of 0.13p per share paid in respect of the half year to 30 April 2003 and the dividend of 0.125p per

share in respect of the half year to 31 October 2002.

Current and Future Trading

As can be seen from the operational review following, I believe that the Group has made substantial progress and

secured opportunities with excellent future potential.We are excited about our prospects, and believe that we are

capable of delivering very significant increases in shareholder value over time.

Robert F M Adair, Chairman
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64 Clarendon Road, Watford

(6,225 sq m / 67,000 sq ft)

New headquarters office building commenced

speculatively in 2001. Pre-let to AWG and sold 

to NPI on completion in 2003.

Peak Village, Peak District,

Derbyshire

(5,574 sq m / 60,000 sq ft)

Factory outlet and leisure development

including 25 retail outlets, restaurants,

visitor attraction and fitness centre. After

developing the investment and achieveing

near 100% occupancy through active

management, the centre was sold to a

private investor.

The Cube

( 2,044 sq m / 24,400 sq ft) office development

undertaken speculatively.The building was sold 

to a legal partnership prior to completion.
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O P E R AT I O N A L R E V I E W

The 18 months to 31 October 2003 has been an eventful period in both the Commercial and Residential Divisions.

Commercial Division

This Division has made significant progress in the period.The property development process by its very nature takes

time to generate added shareholder value or cash flow with the result that published accounts covering a short 

period cannot always meaningfully state the real underlying progress being achieved.This period, seen in this light, has

been a period of considerable activity – the benefits of much of this activity will come in the future.

In the period to 31st October 2003 transactions of note were:

• The sale of the Cube – being 24,400 sq ft of new office space in Newcastle to a firm of solicitors at a price 

of £4.65m.

• The sale of our factory outlet centre at Rowsley to a private investor for £8.6m, a figure well in excess 

of our carrying cost of £6.5m.

• The completion of 64 Clarendon Road,Watford, a 67,000 sq ft office complex pre-let to AWG and pre-sold 

to NPI.

• The completion and occupation by Virgin Active of a 45,000 sq ft leisure facility in Essex. Our current 

intention is to hold this investment as it is now reversionary.

• The sale of our car showroom property in St Albans for £1.2m (compared to our carrying cost of £0.96m)

where we had obtained planning consent for residential use.

• The sale of an office block of 12,750 sq ft on Teesdale for £2.4m showing a profit of £0.7m.This is the latest 

of several successful developments in a location where we have a further 6.5 acres of development land.

• The sale of our let office investment, Fulwood Place for £4.16m.

Tenant demand has remained somewhat subdued, sentiment not being aided by the Iraq war. Our office developments

at Colston 33 in Bristol and Westminster House,Teesside have continued to attract tenant interest. Office

developments at numbers 11 and 16 Berkeley Street in Mayfair (respectively of 17,600 sq ft and 34,000 sq ft) were

completed in the summer and tenant interest is now in evidence.We see the West End market as likely to 

be one of the first to see an improvement.

Looking to the future new developments where construction started in the period were:

• 34 Clarendon Road,Watford, being a 25,000 sq ft refurbishment of an existing office building.This will deliver

high quality space with car parking considerably in excess of that allowed on new developments in the area.

• A mixed partly pre-let or pre-sold scheme in Guildford consisting of retail, fitness centre and a “crèche”

totalling 43,200 sq ft plus 42,000 sq ft of small office units in joint venture with HSBC.
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16 Berkeley Street, W1

(3,205 sq m/34,500 sq ft)

A new build freehold office and retail development in the heart of

the West End. Undertaken in joint venture with Longford Estates.

140 Oxford Street/14 South Portland Street, Glasgow 

A new build scheme, close to the City's new Courthouse and

other residential development south of the River Clyde.The Group

holds 20 flats.

34 Clarendon Road, Watford

(2,325 sq m / 25,026 sq ft)

A prominent four storey self-contained office building with 53 

car parking spaces which is being comprehensively redeveloped 

on a speculative basis.



6

Through its three offices in London, the North East and South West, the Division has concentrated on developing

expertise and contacts in particular geographic areas.The Group actively seeks partnerships either with landowners,

particularly in the public sector, or private equity investors where it wishes to either spread the risk or earn an

enhanced return from the project.This is evidenced by some of the new projects which we have secured which are 

on a “preferred developer” or on a subject to planning basis.

The pipeline of future projects is now considerable. Besides the “preferred developer” status of Baltic Business Park,

Gateshead and Templar House, Bristol, we have during the period secured similar status for schemes in Swansea and

Middlehaven, Middlesbrough all with the public sector. In addition, conditional contracts have been signed for

developments in Darlington and West Lothian while an industrial scheme at Tunbridge Wells for 170,000 sq ft is

expected to be on site in the spring of 2004.

Residential Division

During the year to 30 April 2002, the group began shifting the balance of its residential portfolio towards Scotland 

and the North of England and this policy was continued during the period to 31 October 2003.

In addition, having seen a sustained period of exceptional growth in residential property values, it was decided to

reduce the size of the portfolio by selective selling to focus on higher yielding properties in less expensive areas.

The largest such transaction was a disposal of 223 residential units in Edinburgh and the North East of Scotland to

Blueroom Properties Limited.The most significant acquisition made in the period was Sallyport House, Newcastle

Upon Tyne, a recent development of 43 flats acquired at a price, which we believe, left us room for considerable 

future growth.

Property management continued to be carefully monitored. Rent collected was seldom less than 99% of rent due in

each month, maintenance costs continued to be driven down and, while rents in Scotland tended to be static, (but

providing a higher yield to value than in England), in England increases obtained on reviews were generally in the 

region of 10%.

At 31 October 2003 the group held a total of 585 residential units with a value of £45.7 million. Of these units 337

were located in Scotland (of which 279 are in Glasgow and the West of Scotland), having an average value of £66,801,

and 248 in England and Wales, with an average value of £93,550. Across the whole portfolio the average value was

£78,141.The group believes that property in the lower middle range of market values is better shielded from sudden

changes in interest rates and general economic factors.

Since the period end, the Group has continued to make selective disposals and has acquired 24 units in Paisley, near

Glasgow Airport.The Group is also in advanced negotiation with a view to the acquisition of land with future 

potential for housing development in Scotland.

D. Ross Macdonald, Joint Managing Director

Nigel J C Turnbull, Joint Managing Director



Baltic Business Park,

Gateshead

Preferred developer status

granted by Gateshead

Metropolitan Borough Council

for the development of

139,355 sq m / 1.5 million sq ft

business park on the banks 

of the Tyne at Gateshead,

Tyne & Wear.

Tunbridge Wells

(10.5 acre site) Acquired with outline planning consent

for 170,000 sq ft of industrial units. Phase I being built

speculatively

Queen Elizabeth Park, Guildford (Parklands)

A mixed use scheme comprising an Esporta Health & Fitness Club

(2,369 sq m / 25,500 sq ft), Budgens Foodstore (1,040 sq m /

11,200 sq ft), Academy Day Nursery (604 sq m / 6,500 sq ft),

together with 26 speculative freehold offices (3,948 sq m / 

42,000 sq ft) in units ranging from 115 sq m (1,240 sq ft).

Swansea Waterfront

(3,500 sq m / 28,000 sq ft Office Headquarters). Preferred

developer status granted by the Welsh Development Agency for

the first commercial phase of the regeneration of 100 acres of

former docks adjacent to Swansea city centre.
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DIRECTORS

R F M Adair  MA ACA CTA FGS  (Chairman)

D R Macdonald  BL NP  (Joint Managing Director)

N J C Turnbull  LLB CA  (Joint Managing Director)

T G Walsh  B Comm FCA  (Finance Director)

K W Grundy  FRICS

M A Kelly  LLB NP

R E Lane  BSc MRICS

P A J Leech  MRICS

K M Hudson  MA ACA  (Non-Executive)

SECRETARY

M A Kelly  LLB NP

REGISTERED OFFICE

James Sellars House,

144 West George Street, Glasgow G2 2HG

REGISTERED AUDITORS

BDO Stoy Hayward LLP

Ballantine House, 168 West George Street

Glasgow G2 2PT

REGISTRARS

Park Circus Registrars Limited

James Sellars House,

144 West George Street, Glasgow G2 2HG

NOMINATED ADVISER

Noble & Company Limited

76 George Street, Edinburgh EH2 3BU

NOMINATED BROKER

Seymour Pierce Limited

Bucklersbury House, 3 Queen Victoria Street,

London EC4N 8EL



TheDirectors submit their report and the group accounts for the 18month period ended 31October 2003.

RESULTSANDDIVIDENDS

The group profit for the period, after taxation andminority interests amounted to »4,070,512. The directors recommend the
payment of a final dividend of 0.15p per share.

PRINCIPALACTIVITYANDREVIEWOFBUSINESS

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

TheChairman’s Statement andOperational Reviewon pages 2, 4 and 6 include a reviewof the development of the business of the
company and its subsidiaries during the period.

ALTERNATIVE INVESTMENTMARKET

The directors have adopted theModel Code for theAlternative InvestmentMarket.

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 30 April 2002
(or date of

At 31October 2003 appointment)
Ordinary shares Ordinary shares

RFMAdair 128,373,549 47,239,217
DRMacdonald 549,522 442,586
N JCTurnbull (appointed 19 September 2002) 116,000 ^
TGWalsh (appointed 19 September 2002) 24,000 ^
KWGrundy (appointed 19 September 2002) 10,000 -
MAKelly 105,302 57,548
RE Lane (appointed 19 September 2002) ^ ^
PA J Leech (appointed 19 September 2002) 10,000 ^
KMHudson (appointed 19 September 2002) ^ ^
SDHCufley (resigned 23December 2002) ^ ^
K J Price (resigned 13August 2002) ^ 609,230

Nodirector had any interest in the shares of any of the subsidiary companies except for PAJ Leechwho held 15 ordinary shares in
TerraceHillNorth East Limited at 31October 2003 and at the date of his appointment.

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

On19 September 2002, 80,972,332 ordinary shares of 2p eachwere issued in exchange for the 1 ordinary share of »1 ofWestview
Group Limited and 49 ordinary shares of »1 each inWestview Investments Limited togetherwith the conversion of »2,500,000 of
debt in theWestview group of companies.

On 19 September 2002, 1,956,842 ordinary shares of 2p eachwere issued for 12.65p as part of an open offer.

On 19 September 2002, 1,847,210 ordinary shares of 2p eachwere repurchased by the company at a price of 12.65p.

On 6March 2003, 750,000 ordinary shares of 2p each and on 26August 2003, 710,250 ordinary shares of 2p eachwere
repurchased by the company at prices of 16.25p and 17.25p respectively.

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 group had an average of 45 days (2002 ^ 35 days) purchases outstanding in trade creditors.

POSTBALANCESHEETEVENTS

These are detailed in note 28 of the financial statements.

AUDITORS

On31December 2003, BDOStoyHayward, the group’s auditors, transferred its business to BDOStoyHayward LLP, a limited
liability partnership incorporated under the Limited Liability PartnershipsAct 2000. Accordingly BDOStoyHayward resigned as
auditors on that date and the directors appointed BDOStoyHayward LLP as its successor. A resolution to re-appoint BDOStoy
Hayward LLPwill be submitted at the next annual generalmeeting.

On behalf of the Board

MAKelly
Director and Secretary

27 January 2004
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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;

� state whether applicable accounting standards have been followed, subject to any material departures disclosed and
explained in the accounts; and

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

The directors are responsible for keeping proper accounting recordswhich disclosewith reasonable accuracy at any time the
financial position 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.
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Wehave audited the financial statements of TerraceHill Group PLC for the 18month period ended 31October 2003 on pages 13
to 42. These financial statements have been prepared under the accounting policies set out on pages 18 to 20.

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 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 2003 and of the group’s profit for the period then ended and have been properly prepared in accordancewith the
Companies Act 1985.

BDOSTOYHAYWARDLLP
CharteredAccountants
andRegisteredAuditors
Glasgow

27 January 2004
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18months 12months
ended ended

31October 30 April
2003 2002

Notes » »
TURNOVER
Group:
Ongoing operations 6,814,673 4,843,558
Acquisitions 32,831,682 ^

A A

39,646,355 4,843,558
Share of joint venture ^ 3,981

A A

2 39,646,355 4,847,539
A A

GROUPOPERATINGPROFIT
Ongoing operations 2,285,262 1,889,763
Acquisitions 1,010,052 ^

A A

3,295,314 1,889,763
Share of joint venture operating profit ^ 678

A A

3 3,295,314 1,890,441
Continuing operations:
Gain/(loss) on disposal of fixed asset investments 22,996 (6,577)
Net gain on disposal of investment property 5 7,123,244 1,090,444
Permanent diminution in value of an investment property (300,000) ^
(Loss)/gain on liquidation of former subsidiary (4,321) 2,652
Interest receivable 490,103 56,759
Amountswritten off investments (201,507) (101,940)
Interest payable 4 (5,332,998) (2,878,495)

A A

PROFITONORDINARYACTIVITIES
BEFORETAXATION 5 5,092,831 53,284
Taxation charge 8 (872,196) (27,629)

A A

PROFITONORDINARYACTIVITIESAFTERTAX 4,220,635 25,655
Minority Interest (150,123) ^

A A

PROFIT FORTHEFINANCIALPERIOD 4,070,512 25,655
Dividends 9 (624,487) ^

A A

TRANSFERTORESERVES 20 3,446,025 25,655
A A

Basic and diluted earnings per share 10 3.033p 0.038p
A A

All amounts relate to continuing operations.

The notes on pages 18 to 42 formpart of these financial statements.
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18months 12months
ended ended

31October 30 April
2003 2002

» »
Profit attributable tomembers of the parent company
excluding share of losses of joint venture company 4,070,512 27,981

Share of joint venture loss for the period ^ (2,326)
A A

Profit attributable tomembers of the parent company 4,070,512 25,655
Unrealised surplus on revaluation of investment properties 8,145,414 5,281,750
Unrealised surplus/(deficit) on revaluation of unlisted investments 1,887 (33,637)

A A

TOTALRECOGNISEDGAINSANDLOSSES
FORTHEPERIOD 12,217,813 5,273,768

A A

NO T E O F H I S T O R I C A L CO S T P R O F I T S
A N D LO S S E S
for the 18month period ended 31October 2003

18months 12months
ended ended

31October 30 April
2003 2002

» »

Reported profit on ordinary activities before taxation 5,092,831 53,284
Realised surplus on previously revalued property 4,235,277 468,368

A A

Historical cost profit on ordinary activities before taxation 9,328,108 521,652
A A

Historical cost profit for the period retained after taxation,minority interests and dividends 7,681,302 494,023
A A

The notes on pages 18 to 42 formpart of these financial statements.
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31October 30 April
2003 2002

Notes » »
FIXEDASSETS
Intangible assets 11
Positive goodwill 2,583,058 371,240
Negative goodwill (1,307,356) (4,167,242)

A A

1,275,702 (3,796,002)
Tangible assets 12 89,875,057 74,943,556

A A

91,150,759 71,147,554
Investments 13
Joint venture ^ share of gross assets ^ 47,500
Joint venture ^ share of gross liabilities ^ (40,211)

A A

^ 7,289
Investments in associates 1,053,516 ^
Other fixed asset investments 84,706 278,581

A A

1,138,222 285,870
A A

92,288,981 71,433,424
CURRENTASSETS
Work in progress 14 18,046,537 ^
Debtors 15 7,298,376 7,038,069
Cash at bank and in hand 14,048,620 1,905,211

A A

39,393,533 8,943,280
CREDITORS: amounts falling duewithin one year 16 (41,585,173) (4,182,355)

A A

NETCURRENT (LIABILITIES)/ASSETS (2,191,640) 4,760,925
A A

TOTALASSETSLESSCURRENTLIABILITIES 90,097,341 76,194,349
CREDITORS: amounts falling due aftermore than one year 16 (42,986,307) (51,035,614)
PROVISIONSFORLIABILITIESANDCHARGES 17 (476,779) ^

A A

NETASSETS 46,634,255 25,158,735
A A

CAPITALANDRESERVES
Called up share capital 19 3,079,508 1,487,073
Shares to be issued 19 192,551 192,551
Share premium account 20 11,822,703 9,908,302
Revaluation reserves - investment properties 20 13,396,853 9,486,716
Revaluation reserves - other 20 6,008 4,121
Capital redemption reserve 20 821,230 792,025
Merger reserve 20 8,227,582 9,281,908
Profit and loss account 20 8,985,565 (5,993,961)

A A

EQUITYSHAREHOLDERS’ FUNDS 46,532,000 25,158,735
MINORITY INTERESTS 102,255 ^

A A

46,634,255 25,158,735
A A

Approved by the Board

DRMacdonald TGWalsh
Director Director

27 January 2004

The notes on pages 18 to 42 formpart of these financial statements.
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31October 30 April
2003 2002

Notes » »
FIXEDASSETS
Investments 13 34,241,046 27,513,915

A A

CURRENTASSETS
Debtors 15 30,751,642 11,404,401
Cash at bank and in hand 4,754 2,652

A A

30,756,396 11,407,053
CREDITORS: Amounts falling duewithin one year 16 (32,136,501) (16,577,452)

A A

NETCURRENTLIABILITIES (1,380,105) (5,170,399)
A A

TOTALASSETSLESSCURRENTLIABILITIES 32,860,941 22,343,516

CREDITORS: Amounts falling due aftermore than one year 16 - (342,535)
A A

NETASSETS 32,860,941 22,000,981
A A

CAPITALANDRESERVES
Called up share capital 19 3,079,508 1,487,073
Shares to be issued 19 192,551 192,551
Share premium account 20 11,822,703 9,908,302
Revaluation reserves - other 20 6,008 4,121
Capital redemption reserve 20 821,230 792,025
Merger reserve 20 8,227,582 9,281,908
Profit and loss account 20 8,711,359 335,001

A A

EQUITYSHAREHOLDERS’ FUNDS 32,860,941 22,000,981
A A

Approved by the Board

DRMacdonald TGWalsh
Director Director

27 January 2004

The notes on pages 18 to 42 formpart of these financial statements.
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18months 12months
ended ended

31October 30 April
Notes 2003 2002

» »

Cash inflow/(outflow) fromoperating activities 23(a) 14,754,474 (598,611)
Returns on investments and servicing of finance 23(b) (5,035,515) (4,053,080)
Taxation (97,994) (970)
Capital expenditure and financial investment 23(b) 50,475,725 17,101,746
Acquisitions and disposals 23(b) 335,882 (5,191,297)
Equity dividends paid (393,524) ^

A A

Cash inflowbefore liquid resources and financing 60,039,048 7,257,788
Financing 23(b) (48,795,260) 730,422

A A

Increase in cash 11,243,788 7,988,210
A A

R E C ON C I L I A T I O N O F N E T C A S H F L OW
TO MOV EM EN T I N N E T D E B T

18months 12months
ended ended

31October 30 April
2003 2002

» »

Increase in cash 11,243,788 7,988,210
Cash flow fromdebt repaid/ (new loans) 48,332,200 (866,057)

A A

Change in net debt arising from cash flows 59,575,988 7,122,153
Long termdebt acquiredwith subsidiaries (66,651,103) (26,539,109)
Repayment of subordinated loans byway of rights issue ^ 1,752,958

A A

MOVEMENTS INNETDEBTDURINGTHEPERIOD (7,075,115) (17,663,998)
Opening net debt (51,805,404) (34,141,406)

A A

CLOSINGNETDEBT (58,880,519) (51,805,404)
A A

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

The notes on pages 18 to 42 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 2003 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 based on audited financial statements. 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 own assets,
liabilities and cash flows according to the underlying joint agreement.

Associates

Anentity is treated as an associated undertakingwhere the group has a participating interest and exercises significant influence
over its operating and financial policy decisions.

In the group financial statements, interests in associated undertakings are accounted for using the equitymethod of accounting.
The consolidated profit and loss account includes the group’s share of the operating results, interest, pre-tax results and
attributable taxation of such undertakings based on audited financial statements. In the consolidated balance sheet, the interests
in associated undertakings are shown as the group’s share of the identifiable net assets, including any unamortised premiumpaid
on acquisition.

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 investment properties, at rates calculated to
write off the cost, less estimated residual value based on prices prevailing at the date of acquisition, of each asset evenly 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

Investment properties

Certain of the company’s properties are held for long term investment. Investment properties are accounted for in accordance
with 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
amountwhether at valuation or historic cost.

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.

19

TERRACE HILL GROUP PLC

NO T E S T O T H E A C COUN T S
at 31October 2003



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 and the sale is completed before the date of approval of the accounts.

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.

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.

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 company 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 company anticipates to make 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

Turnover represents the amounts derived from the provision of serviceswhich fall within the group’s ordinary activities, stated
net of value added tax.

All the group’s activities are based in theUnitedKingdomand all sales aremade toUnitedKingdomcustomers. In the previous
year all salesweremade toUnitedKingdomcustomers.

Acquisitions are disclosed in note 3 of the accounts.

2003 2002
Sales of development properties 28,363,538 ^
Rents receivable 10,534,201 4,660,719
Management fees and other income 748,616 186,820

A A

39,646,355 4,847,539
A A

3 OPERATINGPROFIT

Ongoing
Ongoing operations

Total Acquisitions operations Total
2003 2003 2003 2002

» » » »

Turnover 39,646,355 32,831,682 6,814,673 4,843,558
Cost of sales (28,379,501) (26,360,234) (2,019,267) (1,464,683)

A A A A

Gross profit 11,266,854 6,471,448 4,795,406 3,378,875
Administrative expenses (7,971,540) (5,461,396) (2,510,144) (1,489,112)

A A A A

Group operating profit 3,295,314 1,010,052 2,285,262 1,889,763
A A A A

Share of joint venture profit ^ 678
A A

Total operating profit 3,295,314 1,890,441
A A

Set out in the table above is the post acquisition operating results of individual companies acquired in the period.

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

2003 2002
» »

On loan and overdrafts 5,127,360 2,852,560
Finance charges payable under finance leases ^ 126
Amortisation of issue costs 205,638 22,805

A A

Total group interest payable 5,332,998 2,875,491
Share of joint venture interest payable ^ 3,004

A A

5,332,998 2,878,495
A A

5 PROFITONORDINARYACTIVITIESBEFORETAXATION

2003 2002
» »

Profit on ordinary activities before taxation is stated after charging/(crediting):
Auditors’ remuneration ^ audit services 165,596 59,900
Auditors’ remuneration ^ non-audit services 1,700 22,000
Depreciation of owned fixed assets 75,385 26,132
Operating lease charges ^ rent of properties 1,608,617 148,300
Positive goodwill ^ amortisation 307,581 126,859
Gain on disposal of investment properties (4,405,326) (143,802)
Release of negative goodwill (2,717,918) (946,642)

A A

Net gain on disposal of investment property (7,123,244) (1,090,444)
Investment property rental income (included in turnover) (10,534,201) (4,660,719)

A A

6 DIRECTORS’ EMOLUMENTS

2003 2002
» »

Emoluments (including consultancy fees) 1,520,455 551,976
Amounts receivable under long-term incentive schemes 47,604 ^
Compensation for loss of office 50,000 ^
Pension contributions 101,105 6,250

A A

Pension contributionsweremade during the period in respect of 6 directors (2002 ^ one).

The emoluments of the highest paid director for the 18month period including salary, bonuses and benefitswere »397,924 (2002
(12months) ^ »197,757). Pension contributions in respect of the highest paid directorwere »73,000 (2002 ^ »nil).
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7 STAFFCOSTS

2003 2002
» »

Wages and salaries 1,887,056 730,066
Social security costs 215,559 80,569
Other pension costs 110,303 7,083

A A

2,212,918 817,718
A A

The averagemonthly number of employees during the periodwas 17 (2002 ^ 12).

8 TAXONPROFITONORDINARYACTIVITIES

(a) Analysis of charge in period
2003 2002

» »
Current tax
UKcorporation tax on profits of the period 413,000 45,577
Adjustment in respect of prior periods: (17,583) (17,948)

A A

Total current tax 395,417 27,629

Deferred tax
Origination and reversal of timing differences 476,779 ^

A A

Tax on profit on ordinary activities 872,196 27,629
A A

(b) Factors affecting the tax charge for the period

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

2003 2002
» »

Profit on ordinary activities before tax 5,092,831 53,284
A A

Profit on ordinary activitiesmultiplied by the standard rate ofUK
Corporation tax of 30% 1,527,849 15,985

Disallowables 172,540 58,131
Unutilised losses for the period 209,190 209,667
Capital gains 3,756,073 863,535
Gain on sale of properties (1,290,290) (180,626)
Wear andTear allowances and capital allowances in excess of depreciation (572,134) (197,123)
Goodwill written off (721,706) (245,935)
Capitalised interest (222,393) ^
Losses brought forward utilised (2,446,129) (383,399)
Tax rate adjustment ^ 1,857
Tax on pre-acquisition profits ^ (96,515)

A A

413,000 45,577
Adjustments in respect of previous years (17,583) (17,948)

A A

Current tax charge for the period 395,417 27,629
A A
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8 TAXONPROFITONORDINARYACTIVITIES (continued)

(c) Factors thatmay affect future tax changes

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 »3,315,925 (2002 ^ »2,637,096)

A deferred tax asset of »295,000 (2002 ^ »1,134,250) relating to unutilised trading losses has not been recognised at the balance
sheet date. The trading losses reflect the directors’ estimate and are subject to agreementwith the InlandRevenue. The assetwill
be recoverablewhen the group is able to generate sufficient taxable profits in the future, but currently the directors consider it
more prudent not to recognise this asset.

9 DIVIDENDS

2003 2002
» »

Ordinary shares
Interim paid of 0.125p (2002 ^Nil p) per share 193,356 ^
Interim paid of 0.13p (2002 ^Nil p) per share 200,168 ^
Final proposed of 0.15p per share (2002 ^Nil p) per share 230,963 ^

A A

624,487 ^
A A

10 EARNINGSPERORDINARYSHARE

The calculation of basic and diluted earnings per ordinary share is based on a profit of »4,070,512 (2002 profit ^ »25,655) and on
134,207,985 (2002 ^ 66,637,201) ordinary shares, being theweighted average number of shares in issue during the period.

11 INTANGIBLE FIXEDASSETS

Positive Negative
goodwill goodwill

» »
Cost:
At 1May 2002 858,942 (6,578,788)
Acquisitions 2,438,508 ^
Adjustments 80,891 141,968

A A

At 31October 2003 3,378,341 (6,436,820)
A A

Amortisation:
At 1May 2002 (487,702) 2,411,546
Release/(charge) for the period (307,581) 2,717,918

A A

At 31October 2003 (795,283) 5,129,464
A A

Net book value:
At 31October 2003 2,583,058 (1,307,356)

A A

At 30April 2002 371,240 (4,167,242)
A A

Positive goodwill continues to be amortised over the directors’ estimate of economic useful life of 20 years or 5 years.

Negative goodwill is released to the profit and loss account as a result of the disposal of non-monetary assets.
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12 TANGIBLE FIXEDASSETS

Group Motor Office Furniture Investment
vehicles equipment and fittings properties Total

» » » » »
Cost or valuation:
At 1May 2002 ^ 67,760 2,608 74,931,201 75,001,569
Additions ^ 23,881 ^ 12,716,424 12,740,305
Acquisition of subsidiary undertakings 5,977 52,084 333,649 37,649,146 38,040,856
Disposals ^ (63,951) (333,993) (55,275,186) (55,673,130)
Transfer fromdevelopmentwork in progress ^ ^ ^ 12,016,075 12,016,075
Surplus on revaluation ^ ^ ^ 8,115,794 8,115,794
Permanent diminution in value ^ ^ ^ (300,000) (300,000)

A A A A A

At 31October 2003 5,977 79,774 2,264 89,853,454 89,941,469
A A A A A

Whereof:
Cost 5,977 79,774 2,264 ^ 88,015
Valuation ^ ^ ^ 89,853,454 89,853,454

A A A A A

5,977 79,774 2,264 89,853,454 89,941,469
A A A A A

Depreciation:
At 1May 2002 ^ 56,623 1,390 ^ 58,013
Charge for period 339 18,221 56,825 ^ 75,385
Acquisition of subsidiary undertakings 2,579 38,201 155,804 ^ 196,584
Disposals ^ (51,815) (211,755) ^ (263,570)

A A A A A

At 31October 2003 2,918 61,230 2,264 ^ 66,412
A A A A A

Net book value:
At 31October 2003 3,059 18,544 ^ 89,853,454 89,875,057

A A A A A

At 30April 2002 ^ 11,137 1,218 74,931,201 74,943,556
A A A A A

The investment properties situated in Scotland owned by the group have been valued as at 31October 2003 byCRGPRobertson
ofHerbertHouse, 24Herbert Street,Glasgow,G20 6NBon the basis of openmarket valuewith vacant possession.

Investment properties situated in England owned by the group have been valued by the directors at 31October 2003 having
regard to professional advice during the period.

On a historical cost basis the group’s investment propertieswould have been »76,456,601 (2002 ^ »65,444,485).
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13 INVESTMENTS

Group Other
investments

Joint other than Investment
ventures Associates loans loans Total

» » » » »
Cost or valuation:
At 1May 2002 50,754 ^ 278,581 364,639 693,974
Additions 3,895 ^ 2,101 ^ 5,996
Acquisition of subsidiary undertakings ^ 1,053,516 111,040 ^ 1,164,556
Disposals (54,649) ^ (118,580) (364,639) (537,868)
Surplus on revaluation ^ ^ 1,887 ^ 1,887
Adjustment on revaluation ^ ^ (9,129) ^ (9,129)

A A A A A

At 31October 2003 ^ 1,053,516 265,900 ^ 1,319,416
A A A A A

Whereof:
Cost ^ 1,053,516 ^ ^ 1,053,516
Valuation ^ ^ 265,900 ^ 265,900

A A A A A

^ 1,053,516 265,900 ^ 1,319,416
A A A A A

Provision for diminution in value:
At 1May 2002 43,465 ^ ^ 364,639 408,104
Provided during the period 11,184 ^ 190,323 ^ 201,507
Released during period (54,649) ^ ^ (364,639) (419,288)
Adjustment on revaluation ^ ^ (9,129) ^ (9,129)

A A A A A

At 31October 2003 ^ ^ 181,194 ^ 181,194
A A A A A

Net book value:
At 31October 2003 ^ 1,053,516 84,706 ^ 1,138,222

A A A A A

At 30April 2002 7,289 ^ 278,581 ^ 285,870
A A A A A

Ona historical cost basis, other investments other than loanswould have been included at a net book value of »78,699
(2002 ^ »274,460).
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13 INVESTMENTS (continued)

Company Other
investments

Subsidiary Joint other than
undertakings venture loans Total

» » » »
Cost or valuation:
At 1May 2002 27,529,468 50,754 298,580 27,878,802
Additions 7,028,301 3,895 2,101 7,034,297
Disposals (6) (54,649) (7,540) (62,195)
Deficit on revaluation ^ ^ (7,242) (7,242)
Adjustment on revaluation ^ ^ ^ ^

A A A A

At 31October 2003 34,557,763 ^ 285,899 34,843,662
A A A A

Whereof:
Cost 34,557,763 ^ ^ 34,557,763
Valuation ^ ^ 285,899 285,899

A A A A

34,557,763 ^ 285,899 34,843,662
A A A A

Provision for diminution in value:
At 1May 2002 301,423 43,464 20,000 364,887
Provided during the period 100,000 11,185 190,322 301,507
Released during period ^ (54,649) ^ (54,649)
Adjustment on revaluation ^ ^ (9,129) (9,129)

A A A A

At 31October 2003 401,423 ^ 201,193 602,616
A A A A

Net book value:
At 31October 2003 34,156,340 ^ 84,706 34,241,046

A A A A

At 30April 2002 27,228,045 7,290 278,580 27,513,915
A A A A

Ona historical cost basis other investments other than loanswould have been included at a net book value of »78,699
(2002 ^ »274,460).
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13 INVESTMENTS (continued)

Details of the investments inwhich the group or the company, at 31October 2003, 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
WestviewGroup Limited 100% Investment holding company
Westview Investments Limited 100% Investment holding company
TerraceHill Limited* 100% Investment holding company
TerraceHill Estates Limited* 100% Property investment
TerraceHill (Berkeley) Limited* 100% Property investment
TerraceHill Properties Limited* 100% Property investment
TerraceHill Developments Limited* 100% Property development
MountYork Estates Limited* 100% Project coordination and development
TannochsideDevelopments Limited* 100% Property development
TerraceHill Projects Limited* 100% Project coordination andmanagement services
TerraceHillNorth East Limited* 85% Property development
TerraceHill Retail Limited* 85% Property investment
TerraceHill (Newcastle) Limited* 85% Property development
TerraceHill (Teesdale) Limited* 85% Property development
TerraceHill (WestminsterHouse) Limited* 85% Property development
TerraceHill (Thundersley) Limited* 100% Property investment
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 (Watford) Limited* 100% Property development
TerraceHill (Crawley) Limited* 100% Property investment
PCG Investments Limited* 100% Investment holding company
PeakVillage Estates Limited* 100% Property investment
PortHampton Limited* 100% Property investment andmoorings hire
Outergolden Limited* 100% Property investment
Platts Eyot Limited* 100% Property investment
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13 INVESTMENTS (continued)

Associated undertakings

Proportion of
voting rights
and ordinary

Name of company shares held Nature of business

SERAHProperties PLC * 30.56% Property investment

Joint Ventures and partnerships

The group’s interest in the net assets of the joint ventures and partnerships is 50%

Vine Street Joint Venture 50% Property investment
Sixteen Berkeley Street Joint Venture 50% Property investment
ElevenBerkeley Street Joint Venture 50% Property investment
ColstonAvenue Partnership 50% Property development
Cardinal Point Partnership 50% Property development
Guildford Partnership 50% Property development

* Shares held by subsidiary undertaking.

14 WORK INPROGRESS

Group Group Company Company
2003 2002 2003 2002

» » » »
Developmentwork in progress 18,046,537 ^ ^ ^

A A A A

15 DEBTORS

Group Group Company Company
2003 2002 2003 2002

» » » »
Trade debtors 1,067,604 548,587 ^ ^
Prepayments and accrued income 1,342,308 325,592 19,430 15,398
Amount due from subsidiaries ^ ^ 30,725,273 10,833,628
ACT recoverable 7,871 ^ ^ ^
Other debtors 4,880,593 6,163,890 6,939 555,375

A A A A

7,298,376 7,038,069 30,751,642 11,404,401
A A A A

All amounts fall due for paymentwithin one year except for other debtors (group) of »217,320 (2002 ^ nil).
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16 CREDITORS

Group Group Company Company
2003 2002 2003 2002

» » » »
Amounts duewithin one year:
Bank overdraft 899,621 ^ ^ ^
Bank loans 29,043,211 2,675,000 ^ ^
Trade creditors 3,209,549 441,562 20,879 25,624
Current corporation tax 413,000 45,577 ^ ^
Other taxation and social security costs 888,687 21,389 ^ ^
Accruals and deferred income 3,039,780 702,108 142,551 80,795
Other creditors 3,860,362 296,719 295,147 293,915
Proposed final ordinary dividend 230,963 ^ 230,963 ^
Amounts due to subsidiaries ^ ^ 31,446,961 16,177,118

A A A A

41,585,173 4,182,355 32,136,501 16,577,452
A A A A

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

Group Group Company Company
2003 2002 2003 2002

» » » »
Amounts due aftermore than one year:
Bank loans 42,986,307 50,693,079 ^ ^
Subordinated loans ^ 342,535 ^ 342,535

A A A A

42,986,307 51,035,614 ^ 342,535
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
2003 2002 2003 2002

» » » »
Financial liabilities are due:
Bank loans and overdrafts:
In one year or less or on demand 30,075,422 ^ ^ ^
Unamortised finance costs (132,590) ^ ^ ^

A A A A

29,942,832 ^ ^ ^
A A A A

Bank loans and overdrafts:
Inmore than one year but less than two 2,958,645 ^ ^ ^
Inmore than two years but less than five 33,103,763 50,693,079 ^ ^
Inmore than five years 7,035,353 ^ ^ ^
Unamortised finance costs (111,454) ^ ^ ^

Subordinated loans:
Inmore than one year but less then two ^ 342,535 ^ 342,535

A A A A

42,986,307 51,035,614 ^ 342,535
A A A A
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17 PROVISIONSFORLIABILITIESANDCHARGES

Group Company
2003 2002

Deferred Tax » »
At 1May 2002 ^ ^
Charged to profit and loss account 476,779 ^

A A

At 31October 2003 476,779 ^
A A

Deferred Tax Group Group Company Company
2003 2002 2003 2002

» » » »
Accelerated capital allowances 254,420 ^ ^ ^
Other timing differences 222,359 ^ ^ ^

A A A A

476,779 ^ ^ ^
A A A A

18 FINANCIAL INSTRUMENTS

The group’s principal financial instruments comprise loans, overdrafts, cash, finance lease obligations, short termdeposits and
fixed asset investment loans and equity investments in other enterprises. 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, 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. Following the acquisition by the group of
substantial portfolios of investment properties the directors consider that themain risks are unchanged. 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. It alsomanages its exposure to interest rate risk by entering into
interest rate swaps to generate the desired interest profile andmaintain a balance between borrowings that are subject to
floating and fixed rates.

Liquidity risk

It is recognised due to their nature that the unlisted investmentsmay not be readily realisable.However, the liquidity risk is
offset by the substantially larger portfolio of investment properties.

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 overdraft facilities available as detailed below.
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18 FINANCIAL INSTRUMENTS (continued)

Market price risk

The company’s investment portfolio is exposed tomarket price fluctuations,which aremonitored by the directors. Limiting the
investment in any single companymitigates the risk of excessive exposure to any particular issuer.

Interest rate risk profile of financial assets and liabilities

The interest rate profile of financial assets and liabilities of the group at 31October 2003was as follows:

Financial
Floating assets on

rate which no
financial interest

Total assets is earned
» » »

Sterling 14,048,620 14,048,620 ^
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
% Years » » »

Sterling 4.68 1 72,929,139 17,385,587 55,543,552
A A A A A

Floating rate financial liabilities bear interest at LIBORor base rate plusmargins of between 1.50% and 2.50%.

The interest rate profile of financial assets and liabilities of the group at 30April 2002was as follows:
Financial

Floating assets on
rate which no

financial interest
Total assets is earned

» » »
Sterling 2,183,792 2,183,792 ^

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
% Years » » »

Sterling 4.68 1.50 53,710,614 20,000,000 33,710,614
A A A A A
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18 FINANCIAL INSTRUMENTS (continued)

The floating rate financial assets comprise:

� cash on deposit based on bank base rates.

� investment loans that bear interest based on bank base rates.

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.

� directors’ loans denominated in sterling that bear interest based on TheRoyal Bank of Scotland plc base rate.

� subordinated loans denominated in sterling that bear interest based onTheRoyal Bank of Scotland plc base rate.

Borrowing facilities

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

At 31October 2003: »
Expiring in one year or less: 2,194,880
Expiring inmore than one year but notmore than two: 3,071,310
Expiring inmore than two years but notmore than five: 8,315,941
Expiring inmore than five years: 150,000

A

13,732,131
A

At 30 April 2002: »
Expiring inmore than two years but notmore than five: 5,343,971

A

5,343,971
A

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

2003 2002
» »

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
3,330,000 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:
153,975,407 (2002 ^ 74,353,688) ordinary shares of 2 pence each 3,079,508 1,487,073

A A

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

On 19 September 2002, 80,972,332 ordinary shares of 2p eachwere issued in exchange for the 1 ordinary share of »1 ofWestview
Group Limited and 49 ordinary shares of »1 each inWestview Investments Limited togetherwith the conversion of »2,500,000 of
debt in theWestview group of companies.

On 19 September 2002, 1,956,842 ordinary shares of 2p eachwere issued for 12.65p as part of an open offer.

On 19 September 2002, 1,847,210 ordinary shares of 2p eachwere repurchased by the company at a price of 12.65p.

On 6March 2003, 750,000 ordinary shares of 2p each and on 26August 2003, 710,250 ordinary shares of 2p eachwere
repurchased by the company at prices of 16.25p and 17.25p respectively.

Shares to be issued:

The figure of »192,551 is due to be satisfied by the issue of ordinary shares of 2p each at a price of »2.60. This in is respect of a
prior year acquisition and negotiations concerning settlement are currently still in progress.
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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 1May 2002 9,908,302 9,486,716 4,121 792,025 9,281,908 (5,993,961)
Profit for the period ^ ^ ^ ^ ^ 4,070,512
Interim ordinary dividends ^ ^ ^ ^ ^ (393,524)
Final proposed ordinary dividend ^ ^ ^ ^ ^ (230,963)
Revaluation reserve released on
disposal of assets in the period ^ (4,235,277) ^ ^ ^ 4,235,277

Share premiumon open offer 208,404 ^ ^ ^ ^ ^
Repurchase of share capital (196,728) ^ ^ 29,205 ^ (244,392)
Premiumon issue of share
capital as part of acquisition ^ ^ ^ 6,518,810 ^

Surplus on revaluation of
investment properties ^ 8,145,414 ^ ^ ^ ^

Surplus on revaluation of
unlisted investments ^ ^ 1,887 ^ ^ ^

Share premium arising on
acquisition 2,104,743 ^ ^ ^ ^ ^

Expenses of share issue and
repurchase (202,018) ^ ^ ^ ^ (30,520)

Merger reserve release ^ ^ ^ ^ (7,573,136) 7,573,136
A A A A A A

At 31October 2003 11,822,703 13,396,853 6,008 821,230 8,227,582 8,985,565
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 2003 is »234,010 (2002 ^ »234,010).

Revaluation Capital Profit
Share reserve ^ redemption Merger and loss

premium other reserve reserve account
Company » » » »
At 1May 2002 9,908,302 4,121 792,025 9,281,908 335,001
Profit for the period ^ ^ ^ ^ 1,702,621
Interim ordinary dividends ^ ^ ^ ^ (393,524)
Final proposed ordinary dividend ^ ^ ^ ^ (230,963)
Share premiumon open offer 208,404 ^ ^ ^ ^
Repurchase of share capital (196,728) ^ 29,205 ^ (244,392)
Premiumon issue of share capital
as part of acquisition ^ ^ ^ 6,518,810 ^

Surplus on revaluation of unlisted
investments ^ 1,887 ^ ^ ^

Share premium arising on acquisition 2,104,743 ^ ^ ^ ^
Expenses of share issue and repurchase (202,018) ^ ^ ^ (30,520)
Merger reserve release ^ ^ ^ (7,573,136) 7,573,136

A A A A A

At 31October 2003 11,822,703 6,008 821,230 8,227,582 8,711,359
A A A A A
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21 RECONCILIATIONOFGROUPSHAREHOLDERS’ FUNDS

2003 2002 2003 2002
Group Group Company Company

» » » »
Total recognised gains and losses for the period 12,217,813 5,273,768 1,704,508 724,709
Ordinary dividends (624,487) ^ (624,487) ^
New shares issued (net) 1,621,640 340,397 1,621,640 340,397
Merger reserve arising on new shares issued 6,518,810 ^ 6,518,810 ^
Share premium arising on new shares issued 2,111,129 1,515,336 2,111,129 1,515,336
Purchase of ordinary shares (471,640) (238,410) (471,640) (238,410)

A A A A

Totalmovements during the period 21,373,265 6,891,091 10,859,960 2,342,032
Opening shareholders’ funds 25,158,735 18,267,644 22,000,981 19,658,949

A A A A

Closing shareholders’ funds 46,532,000 25,158,735 32,860,941 22,000,981
A A A A

22 PROFITATTRIBUTABLETOMEMBERSOFTHEPARENTCOMPANY

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 period includes a profit after tax and before
dividends paid of »1,702,621 (2002 ^ »758,346)which is dealtwith in the financial statements of the parent company.

23 GROUPSTATEMENTOFCASHFLOWS

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

2003 2002
» »

Operating profit 3,295,314 1,889,763
Depreciation 75,385 26,132
Loss on sale of other tangible fixed assets 133,483 ^
Positive goodwill amortisation and impairment losses 307,581 126,859
Decrease in stocks 6,902,101 ^
Decrease in operating debtors 7,988,235 31,091
Decrease in operating creditors (3,947,625) (2,672,456)

A A

Net cash inflow/ (outflow) fromoperating activities 14,754,474 (598,611)
A A
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23 GROUPSTATEMENTOFCASHFLOWS (continued)

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

2003 2002
» »

Returns on investment and servicing of finance:
Interest received 490,103 87,367
Interest paid (4,874,551) (3,912,289)
Interest element of finance lease rentals ^ (126)
Dividends paid tominority interests (445,429) ^
Debt issue costs (205,638) (228,032)

A A

(5,035,515) (4,053,080)
A A

2003 2002
» »

Capital expenditure and financial investment:
Purchase of investment property (12,621,424) (772,320)
Purchase of other tangible fixed assets (23,881) (3,603)
Sale of investment property 62,989,771 17,881,152
Purchase of investments (5,996) (25,071)
Sale of investments 137,255 21,588

A A

50,475,725 17,101,746
A A

2003 2002
» »

Acquisitions and disposals:
Purchase of subsidiaries:
Acquisitions ^ consideration (35,250) (4,625,000)
Acquisitions expenses ^ (768,789)
Cash on acquisition (see note 26) 371,132 202,492

A A

335,882 (5,191,297)
A A

» »
Financing:
Purchase of ordinary shares (478,064) (298,013)
Issue of ordinary shares 247,542 247,042
Expenses on issue of ordinary shares (202,018) (84,664)
Expenses on repurchase of ordinary shares (30,520) ^
Lease obligations repaid ^ (8,787)
New long termbank loans 27,984,425 31,741,206
Long termbank loans repaid (66,396,749) (30,866,362)
Other loans repaid (9,919,876) ^

A A

(48,795,260) 730,422
A A
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23 GROUPSTATEMENTOFCASHFLOWS (continued)

(c) Analysis of net debt

At Other At
1May Cash non-cash 31October
2002 flow Acquisitions changes 2003

» » » » »
Cash at bank and in hand 1,905,211 12,143,409 ^ ^ 14,048,620
Bank overdraft ^ (899,621) ^ ^ (899,621)

A A A A A

1,905,211 11,243,788 ^ ^ 13,148,999
Debt duewithin one year (2,675,000) 2,675,000 (30,179,685) 1,136,474 (29,043,211)
Debt due after one year (51,035,615) 45,657,200 (36,471,418) (1,136,474) (42,986,307)

A A A A A

(51,805,404) 59,575,988 (66,651,103) ^ (58,880,519)
A A A A A

(d) Effect on cash flows relating to acquisitions

Acquisitions
»

Cash inflow fromoperating activities 27,915,028
Returns on investment and servicing of finance (1,648,335)
Taxation (67,674)
Capital expenditure and financial investment 7,930,483
Financing (25,691,231)

A

Net cash inflow 8,438,271
A

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 »687,028.
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25 GUARANTEESANDFINANCIALCOMMITMENTS

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

Group Group Company Company
2003 2002 2003 2002

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

Operating leaseswhich expire:
In two to five years 62,000 ^ ^ ^
After five years 1,463,620 21,500 21,500 21,500

A A A A

1,525,620 21,500 21,500 21,500
A A A A

Capital commitments:
Group Group Company Company
2003 2002 2003 2002

» » » »
Contracted but not provided for 1,209,890 ^ ^ ^

A A A A

26 ACQUISITIONS

Company Acquired
Westview

Group Limited
&Westview
Investments

Paisley Pattern Limited
Homes Limited (and subsidiaries) Total

Date of acquisition 1.05.2002 19.09.2002
» » »

Book and fair value:
Investment property 95,000 37,649,146 37,744,146
Other tangible fixed assets ^ 195,127 195,127
Investments ^ 1,164,556 1,164,556
Developmentwork in progress ^ 36,964,711 36,964,711
Debtors ^ 11,000,134 11,000,134
Cash at bank 364 370,768 371,132
Creditors (30,020) (15,759,875) (15,789,895)
Long term loans (69,222) (57,004,540) (57,073,762)
Other loans ^ (9,577,341) (9,577,341)
Minority Interests ^ (444,265) (444,265)

A A A

(3,878) 4,558,421 4,554,543
Positive goodwill on acquisition 3,878 2,434,630 2,438,508

A A A

Consideration ^ 6,993,051 6,993,051
A A A
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26 ACQUISITIONS (continued)

Represented by:
» »

Ordinary Shares ^ 6,993,000 6,993,000
Cash ^ 51 51

A A A

^ 6,993,051 6,993,051
A A A

Pre-acquisition financial information in respect of the companies acquired during the period:

Westview Investments
Limited&

WestviewGroup
Limited

(and subsidiaries)
Start of the financial period 1.08.2001
Date of acquisition 19.09.2002

»
Turnover 33,707,569

A

Operating profit 402,396
Loss on sale of investment properties (317,731)
Gain on sale of investments 8,273,620
Net interest payable (2,173,361)

A

Profit before tax 6,184,924
Taxation 9,597

A

Profit after tax 6,194,521
A

Minority Interest (3,056,873)
A

Profit after tax andminority interests 3,137,648
A

Statement of total recognised gains and losses
Profit for the period 6,194,521
Unrealised surplus on revaluation of investment properties 794,080

A

Total recognised gains and losses 6,988,601
A

The loss after tax andminority interests for the previous financial yearwas as follows:

Loss after tax (7,004,459)
Minority interests 3,433,849

A

Loss after tax andminority interests (3,570,610)
A

Therewas no pre-acquisition activity in Paisley PatternHomes Limited.

The loss after tax for the previous financial yearwas as follows:

Loss after tax (5,602)
A
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27 RELATEDPARTYTRANSACTIONS

2003

(a) Office facility and staff costs of »2,152,726 (2002 ^ »nil) were billed to the group fromTerraceHill Partnership. The balance
outstanding due by TerraceHill Partnership to group companies at 31October 2003was »637,937 (2002 ^ »nil). R FMAdair,
N JCTurnbull, R E Lane, PA J Leech, KWGrundy and TGWalsh are all partners in TerraceHill Partnership.

(b) Consultancy fees of »105,675were charged to the group fromFineluck Limited, a company inwhichN JCTurnbull is a
director and shareholder (2002 ^ »nil).

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

2003 2002
» »

SixteenBerkeley Street Partnership 27,000 ^
Guildford Partnership 39,375 ^
Cardinal Point Partnership 250 ^
ElevenBerkeley Street Partnership 12,120 ^

The relationshipwith the partnerships is disclosed in note 13.

(d) The following table details:

(i) themovement on the subordinated loansmade to the group from a company, TerraceHill (Hampton) Limited (loan
9) inwhich R FMAdair has an interest and loan 7which is a personal loan fromRFMAdair. The interest on both
loans is payable at a rate not exceeding 2.5% per annumover TheRoyal Bank of Scotland plc base rate. Interest
charged on these loans for the period amounted to »673.

(ii) themovement on a loanmade to the group fromSkyeHoldings Limited inwhich R FMAdair andN JCTurnbull are
directors, and a second personal loan fromRFMAdair. The interest on both loans is payable at rates not exceeding
2.5% and 1.5% per annum respectively over TheRoyal Bank of Scotland plc base rate. Interest charged on these loans
for the period amounted to »60,807 and »88,636 respectively.

SkyeHoldings
Loan 7 Loan 9 Limited R FMAdair Total

» » » » »
At 1May 2002 250,000 92,535 ^ ^ 342,535
On acquisition ^ ^ 4,518,045 5,059,296 9,577,341
Repayments (250,000) (92,535) (4,518,045) (5,059,296) (9,919,876)

A A A A A

At 31October 2003 ^ ^ ^ ^ ^
A A A A A

(e) On 19 September 2002 the company acquired the issued share capital ofWestview Investments Limited andWestview
Group Limited inwhich R FMAdair had an interest.

(f) During the period, propertieswere sold in arm’s length transactions at valuation to relatives ofMAKelly andDR
Macdonald. The proceeds of salewere »781,000 (2002 ^ »350,000) and »158,000 (2002 ^ »43,000) respectively and of these
amounts »119,000was included in debtors at 31October 2003 (2002 ^ »349,000).

2002

(a) The company sold, at a cost of »500,000, an investment and investment loan, to TerraceHill Limited inwhichR FMAdair
had an interest. This amountwas included in debtors at 30April 2002.
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28 POSTBALANCESHEETEVENTS

(a) Since 31October 2003, one of the company’s subsidiary undertakings generated a profit in excess of »1.5m from the
restructuring of its leasehold interests.

(b) On 24November 2003 the company announced that it had entered into a joint venturewithDouglas Blausten and Simon
Blausten,Directors ofOakburn Properties PLC (‘‘Oakburn’’) in the ownership ofHodgson&Faraday Property
Management Services Limited (‘‘H&F’’) to acquire the issued share capital ofOakburn, in so far as not held byH&F or
parties acting in concertwith it, at a price of 760p cash per share, to be funded by loan from the company of up to
»4,920,225 (being themaximumconsideration for the outstanding shares)which offer valued thewhole issued share capital
ofOakburn at approximately »7.2million. The offer becamewholly unconditional, with 100% acceptances on 19 January
2004.Oakburn holds 10,141,472 ordinary shares (representing 29.34%) of the issued share capital ofGrosvenor Land
Holdings PLC (Grosvenor‘‘).

(c) On 14 January 2004 the company announced a recommended cash offer for the entire issued share capital ofGrosvenor not
held byOakburn or parties acting in concertwith the company at a price of 18p cash per sharewith a share alternative of
0.666 newTerraceHill Group PLC shares issued at 27p each for eachGrosvenor share.On the same date the company
purchased in themarket 8,375,000 shares ofGrosvenor at a price of 17.9p each, being 24.23% of the issued capital of
Grosvenor and on 15 January 2004 so purchased 350,000 shares ofGrosvenor at a price of 17.75p each.On 19 January 2004
the company announced that it and parties acting in concertwith it, includingOakburn, then held 55.78% of the issued
share capital ofGrosvenor and that its offer had becomemandatory in terms of rule 9 of theCityCode. The recommended
cash offer values thewhole issued share capital ofGrosvenor at approximately »6.22million.

(d) On 21 January 2004 the company announced a cash offer of 66.3p per share for thewhole issued share capital of SERAH
Properties PLC (’’SERAH‘‘) in so far as not held by the company or parties acting in concertwith it (the company and such
parties then holding 30.56% of such share capital) with a share alternative of 75p per SERAH share to be satisfied by 2.5 new
TerraceHill Group PLC shares issued at 30p each, including in such announcement that holders of 27.27% of such share
capital had irrevocably undertaken to accept such cash offer. The cash offer values thewhole issued share capital of SERAH
at approximately »1.54million.

29 CONTROLLINGPARTY

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