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ENGINE DEVELOPMENTS LIMITED

INDEPENDENT AUDITORS' REPORT TO ENGINE DEVELOPMENTS LIMITED
UNDER SECTION 247B OF THE COMPANIES ACT 1985

We have examined the abbreviated accounts set out on pages 3 to 5, togsther with the financial statements of
Engine Developments Limited for the year ended 31 December 2005 prepared under section 226 of the
Companies Act 1985.

This report is made solely to the company in accordance with Section 247B of the Companies Act 1985. Our
audit work has been undertaken so that we might state to the company those matters we are required to state
to them in an auditor's report on abbreviated accounts and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume respansibility to anyone other than the company, for our audit work, for
this report, or for the opinions we have formed,

Respective responsibilities of directors and auditors

The directors are responsitle for preparing the abbreviated accounts in accordance with section 246 of the
Companies Act 1985. It is our responsibility to form an independent opinion as to whether the company is
entitled to deliver abbreviated accounts prepared in accordance with sections 246(5) and (6) of the Act to the
Registrar of Companies and whether the abbreviated accounis have been properly prepared in accordance
with those provisions and to report our apinian to you.

Basis of audit opinion

We conducted our work in accordance with Bulletin 2006/3 "The special auditor's report on abbreviated
accounts in the United Kingdom” issued by the Auditing Practices Board. In accordance with that Bulletin we
have carried out the procedures we consider necessary to confirm, by reference to the financial statements,
that the company is entitled to deliver abbreviated accounts and that the abbreviated accounts to be delivered
are properly prepared.

Opinion

In our opinion the company is entitled to deliver abbreviated accounts prepared in accordance with sections
246(5) and (6) of the Companies Act 1985, and the abbreviated accounts have been properly prepared in
accordance with those provisions.

Other information

On we reported, as auditors of Engine Developments Limited, to the members on the financial statements
prepared under section 226 of the Companies Act 1985 for the year ended 31 December 2005, and our audit
report was as follows:

"We have audited the financial statements of Engine Developments Limited for the year ended 31 December
2005 set out on pages 5 to 11. These financial statements have been prepared in accordance with the
accounting policies set out therein and the requirements of the Financial Reporting Standard for Smaller
Entities (effective January 2005).

This report is made solely to the company's members, as a body, in accordance with Section 235 of the
Companies Act 1985. Our audit work has been undertaken so that we might state to the company's members
those matters we are required {o state to them in an auditors’ report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume respaonsibility to anyone other than the company and the
company's members as a body, for our audit work, for this report, or for the opinions w2 have formed.




ENGINE DEVELOPMENTS LIMITED

INDEPENDENT AUDITORS' REPORT TO ENGINE DEVELOPMENTS LIMITED
{(CONTINUED)
UNDER SECTION 247B OF THE COMPANIES ACT 1985

Respective responsibilities of directors and auditors

As described in the Statement of Directors’ Responsibilities on page 2 the company's directors are responsible
for the preparation of the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally Accepted Accounting Practice).

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing {UK and Ireland).

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

We read the directors' report and consider the implications for our report if we become aware of any apparent
misstatements within it.

Basis of audit opinion

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

We planned and performed our audit so as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence to give reasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or other irregularity or error.
However, as stated in note 1, due to their special nature, the company's stock and work in progress have been
included at the directors' valuation. There were no satisfactory audit procedures that we could adopt to confirm
independently the valuation prepared by the directors and as a result we have been unable to verify the
valuation of stock and work in progress shown in the financial statements.

In forming our opinion we also evaluated the overall adequacy of the presentation of information in the financial
statements.

Qualified opinion arising from limitation in scope

Except for any adjustments that might have been found to be necessary had we been able to obtain sufficient
evidence towards the valuation of stock and woerk in progress, in our opinicn the financial statements give a
true and fair view of the state of the company's affairs as at 31 December 2005 and of its results for the year
then ended and have been properly prepared in accordance with the Companies Act 1985."

B raviny

Blinkhorns 3Q ..... Q W'?Q-( K4 Q7
Registered Auditor 27 Mortimer Street

London

W1T 3BL




ENGINE DEVELOPMENTS LIMITED

ABBREVIATED BALANCE SHEET

AS AT 31 DECEMBER 2005
2005 2004
Notes £ £ £ £
Fixed assets
Tangible assets 2 1,085,748 1,123,500
Investments 2 472,781 472,781
1,558,529 1,506,281
Current assets
Stocks 557,813 552,727
Debtors 322,472 583,795
Cash at bank and in hand 8,655,409 7,913,494
9,535,694 9,050,016
Creditors: amounts falling due within
one year (7,868,168) (7,700,637)
Net current assets 1,667,626 1,349,379
Total assets less current liabilities 3,226,055 2,945,660
Provisions for liabilities (85,000) {(90,000)
3,141,055 2,855,660
Capital and reserves
Called up share capital 3 1,000 1,000
Profit and loss account 3,140,055 2,854,660
Shareholders’ funds 3,141,065 2,855,660

These abbreviated accounts have been prepared in accordance with the special provisions of Part VIl of the
Companies Act 1985 relating to small companies.

Approved by the Board for issue on 11 October 2006

Mr JD Judd<—

Director




ENGINE DEVELOPMENTS LIMITED

NOTES TO THE ABBREVIATED ACCOUNTS
FOR THE YEAR ENDED 31 DECEMBER 2005

1.1

1.2

13

1.4

1.5

1.6

1.7

Accounting policies

Accounting convention

The financial statemenis are prepared under the historicat cost convention and in accordance with the
Financial Reporting Standard for Smaller Entities (effective January 2005).

Turnover

Turnover represents amounts receivable for goods and services net of VAT and trade discounts. Income
from leased engines is recognised on a time apportionment basis.

Tangible fixed assets and depreciation

Tangible fixed assets other than freehold land are stated at cost less depreciation. Depreciation is
provided at rates calculated to write off the cost less estimated residual value of each asset over its
expected useful life, as follows:

Land and buildings Freehold 2% per annum on a straight line basis
Aircraft 4% on a reducing balance basis
Plant and machinery 20% on a reducing palance basis
Fixtures, fittings & equipment 15% on a reducing balance basis
Motor vehicles 25% on a reducing balance basis

No depreciation is provided in respect of freehold land.

Investments
Fixed asset investments are stated at cost less provision for diminution in value.,

Stock

The company develops and manufactures specialist motor racing engines and components, the design
and develcpment of which changes constantly.

As a result the valuation of the company’s stock and work in progress has to take into account special
factors. As the directors possess a detailed knowledge of {the market the company operates in, stock and
work in progress have been included in the financial statements at the lower of cost or net realisable
value provided by the directors.

Deferred taxation

Deferred taxation is provided in full in respect of taxation deferred by timing differences between the
treatment of certain items for taxation and accounting purposes. The deferred tax balance has not been
discounted.

Foreign currency translation
Monetary assets and liabilities denominated in foreign currencies are translated into steriing at the rates .
of exchange ruling at the balance sheet date. Transactions in foreign currencies are recorded at the rate
ruling at the date of the transaction, All differences are taken to profit and loss account.




ENGINE DEVELOPMENTS LIMITED

NOTES TO THE ABBREVIATED ACCOUNTS (CONTINUED)
FOR THE YEAR ENDED 31 DECEMBER 2005

2 Fixed assets

Tangible Investments Total
assets
g £ £
Cost
At 1 January 2005 2,627,057 472,781 3,099,838
Additions 25,341 - 25,341
At 31 December 2005 2,652,398 472,781 3,125,179
Depreciation
At 1 January 2005 1,503,557 - 1,503,557
Charge for the year 63,093 - 63,093
At 31 December 2005 1,566,650 - 1,566,650
Net book value
At 31 December 2005 1,085,748 472,781 1,558,529
At 31 December 2004 1,123,500 472,781 1,596,281
3  Share capital 2005 2004
£ £
Authorised
1,000 Ordinary shares of £1 each 1,000 1,000
Allotted, called up and fully paid

1,000 Ordinary shares of £1 each 1,000 1,000

4  Transactions with directors

Interest is charged on J D Judd's loan account at the rate of 3.0% per annum above NatWest Bank's
Base Rate. The amount charged for the year amounted to £436,658 (2004: £411,438).

interest is charged on Mrs S F Judd's loan account at the rate of 3.0% per annum above NatWest Bank's
Base Rate. The amount charged for the year amounted to £6,357 {2004: £5,845).




