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Ribbon Hotels Group (UK) Limited

Strategic Renort
For the Year Ended 31 December 2016

The directors present their strategic report for the year'ended 31 December 2016.

Principal activity
The principal activity of the company is the ownership and operation of hotels in the Unlted Kingdom.

Fair review of the business

The company operates hotels under a franchise agreement with InterContinental Hotels Group PLC (“IHG”). On 1
December 2015, the company was acquired by Ribbon Holdco Limited and its subsidiaries (together the “group”).
Lapithus Hotels Management UK Limited, the immediate parent of the group, managed the company’s portfolio of
hotels on a central basis under a management contract at the year end.

On 30 September 2016 the company sold its leasehold interest in Holiday Inn Mayfair. During the previous year the
company sold its leasehold interest in Holiday Inn Leicester.

The directors believe that in 2017 the company will benefit from continued improvement in the underlying economy
and demand for hotels in the UK, boosted by planned capital injections and refurbishment of assets throughout the
year. The directors continue to monitor pétential impact to the business as a result of the exit of Britain from the
European Union, and mitigate any I‘lSkS as they arise. '

Results
The company’s development to date performance and the financial position as reflected in the financial statements
is satisfactory. The directors have concluded that the company is a going concern, please refer to note 2.

Principal risks and uncertainties and financial risk management objectives and policies

The Board of directors have the overall responsibility for'the establishment and oversight of the risk management
framework. The senior management is\responsible for developing and monitoring the risk management policies and
reports regularly to the Board of directors. The risk management policies are established to identify and analyse the
risks faced by the company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits.
Risk management policies and systems are revnewed regularly to reflect changes in market conditions and
company’s activities.

Demand risk o
The company is exposed to the inherent risks of economic and financial market developments including recession,
inflation, availability of affordable credit and currency fluctuations that could lower revenues and reduce income. A
recession reduces leisure and business travel and adversely affects room rates and/or occupancy levels and other
income generating activities, resulting in deterioration of results of operations and-potentially reducing the value of
properties in affected economies. Through a continual business review process and monitoring of the business
" environment, together with the terms and the services standards required of IHG under the franchise agreement, the
directors of the company and the wider group seek to mitigate these potential risks.

The main risks arising from the company’s financial instruments are credit risk, liquidity risk and interest rate risk.
The Board reviews and agrees policies for managing these risks and is summarized below.

N

Credit risk :

The company’s principal financial assets are trade and other receivables. The credit risk on trade and other’
receivables is limited by the company’s exposure being spread over a large number of counterparties and customers
. and by the support of the group. Receivable balances are monitored on an ongoing basis and provisions are made
when there is objective evidence of impairment. The amounts presented i in the balance sheet are net of allowances
for doubtful debts. The credit risk on liquid funds is limited because the counterpartles are banks with high credit
ratings assigned by international credit rating agencies.
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Ribbon. Hotels Group 48] K) Lmuted

Strateglc Report '
For the Year Ended 31 December 2016 (contmued)

Interest:rate visk
Interest rate risk ds the, risk that the _faxr value or future cash, flows of the company s mterest bearmg fmanclal

instriments will ﬂuetuate because of chaiig
because it borrows funds at intérest tates ‘ bor, T
managementand reviewed toAahg‘n the positions with market expectanons
: Key performance indicators

Total tevenue for the year from continuing’ operatlons was £16.9m (2015 £16. 7m),

ared to the. previous year (2015 increase; of 1%) Management s émpha! _
average Foom rate levels of occupancy and total room revenue: Revenue per avéilable foom: was £67~.62 (2015;
£66.70) and total room'revenue. was £11.6m (2015 £11 4m)

The business of the company is also reviewed on a central basis and, therefore, further key performance indicators
- aré ot appropriate for ain understandmg of the development performance and position: of the company’s, biisiness:

Approved by the Board on 7 July2017 and signed on i'ts’beh’alfiby:

JB Robmson”
Director
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Ribbon Hotels Group (UK) Limited

Directors' Report :
For the year ended 31 December 2016 '

The directors present their report and the financial statements for the year ended 31 December 2016. -

Future developments '

The trading environment is expected to remain broadly unchanged during 2017 and the group will seek to improve
revenue whilst continuing to review the underlying cost base. The hotels' market posmomng will beneﬁt from
continuing capital expendlture in 2017.

a

Principal risks and uncertainties
The principal risks and uncertainties to which the company is exposed is discussed in the Strategic Report.

Dividends
The directors do not recommend a d|v1dend for the current period. No d1v1dend was paid in the current or prior
period.

Directors of the company
The directors, who held office durmg the year were as follows:

PT Mabry
JB Robinson
SM Teasdale

Directors' liabilities ‘
The company maintains liability insurance for its directors and officers and remains in force at the date of this
report. .

Employment policy

The operations of the group were managed on a central basis under a management agreement with Redefine BDL
Hotels Limited until 31 August 2016, when this transitioned to Lapithus Hotels Management UK Limited. The
company relies on the terms of the management agreement, as regards employees, in that the management company
shall take all steps to enable the group to comply with any obligations it may have. As such, the employment
policies in place embody the principles of equal opportunity. This includes suitable procedures to support the policy
that individuals should not be discriminated against on the basis of race, disability, age, gender, sexuality or religion
and that they should be considered for employment and subsequent training, career development and promotion on
the basis of their aptitudes and abilities. The value of employee involvement in effective communications is
recognised, as is the need for their contribution to decision making on matters affecting their. jobs. To achieve
employee involvement at the most relevant level, there is a framework in place for consultation and information. .

Applications for employment by disabled persons are always fully considered, bearing in mind the respective
aptitudes and abilities of the applicant concerned. In the event of members of staff becoming disabled, every effort is
made to ensure that their employment with the group continues and the appropriate training is arranged. It is the
policy of the group that the training, career development and promotion of a disabled person should, as far as
possible, be identical to that of a person who does not suffer from a disability. :

Creditor payment policy

The company agrees commercial terms with suppliers (including payment terms) and, if performance accords with
these terms, aims to abide by the agreed payment arrangements.
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Ribbon Hotels Group (UK) Limited

Dlrectors Report ‘
For the.year ended 31 Décembéi 2016 (contmued) B

' Disclosure of information to the auditors

conﬁrmatlon is gwen and should be. mterpreted it accordance w1th the provxsxons of sectlon 418 of the Compames
Act:2006. .

Reappomtment of audltors
The auditors Deloitte. LLP are deemied to'be reappomted under section 487(2) of the Compames Act.2006:

Approved by the Bo_aid,,(‘)n 7 July- 2017 and signed-on ifs behaIf'B_y:

JB Robmson
Duector
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" Ribbon Hotels Group (UK) Limited

‘Statement of Directors' Responsibilities

The directors acknowledge their responsibilities for preparing the Annual Report and the ﬁnanc1al statements in
accordance with applicable law and regulatlons

Company law requires the directors to prepare financial statements for each financial year. Under that law the

- directors have elected to prepare the financial statements in accordance with United Kingdom Accounting Standards
(United Kingdom Generally Accepted Accounting Practice), including FRS 101 'Reduced Disclosure Framework'
(FRS 101"). Under company law the directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that

period. In preparing these financial statements, the directors are required to:

« select suitable accounting policies and apply them consistently;
. makejudgements and accounting estimates that are reasonable and prudent;

« state whether the applicable accounting standards have been followed, sub_;ect to any matenal departures .
disclosed and explained in the financial statements; and

* prepare the financial statements on the going concern basis unless it is inappropriate tc( presume that the
company will continue in busmess

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible
for safeguarding the assets of the company and hence for taking reasonable steps for'the preventlon and detection.of
fraud and other irregularities.
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Ribbon Hotels Group (UK) Limited

Independent Audltor s Report to the Members of Ribbon Hotels Group (UK)
Limited

We have audited the financial statements of Ribbon Hotels Group (UK) Limited for the year ended 31 December
2016 which comprise the Income Statement, the Statément of Financial Position, the Statement of Changes in
Equity and the related notes 1 to 27. The financial reporting framework that has been applied in their preparation is
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accountmg
Practice), including FRS 101 'Reduced Disclosure Framework'.

This report is made solely to the company’s members,. as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent
_ permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
.members as a body, for our audit work, for this report, or for the opinions we have formed.

Respectlve responsibilities of directors and auditor

As explained more fully in the Statemeht of Directors' Responsnbllmes the directors are responsible for the
* preparation of the financial statements and for being satisfied that they give a true and fair view. Our responsibility

is to audit and express an opinion on the financial statements in accordance with applicable law and International

Standards on Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board’s

Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error. This includes ‘an assessment of: whether the accounting policies are appropriate to the company’s
circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant
accounting estimates made by the directors; and the overall presentation of the financial statements. In addition, we
read all the financial and non-financial information in the Annual Report to identify material inconsistencies with
the audited financial statements and to identify any information that is apparently materially incorrect based on, or
materially inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become
aware of any apparent material misstatements or inconsistencies we consider the implications for our report.

Opinion on the financial statements
In our opinion'the financial statementS'

+ give a true and fair view of the state of the company s affairs as at 31 December 2016 and of its profit for the
year then ended; .

< have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

+ have been prepared in accordance with the requirements of the Companies Act 2006.
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Ribbon Hotels Group (UK) Limited

' Independent Auditor's Report to the Members of Rlbbon Hotels Group (UK)
Limited (contlnued)

vOpinion on other matter prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

« the information given in the Strategic Report and Directors' Report for the ﬁnanclal -year for whlch the financial
~ statements are prepared is consistent with the financial statements; and

* the Strateglc Report and Directors' Report have been prepared in accordance with app]icaB]e legal requirements.

In the light of knowledge and understanding of the company and. its envifonment obtained in the course of the audit,
we have not identified any material misstatements in the Strategic Report and the Directors' Report.

Matters on which we are required to report by exception
We have nothmg to report in respect of the following matters where the Compames Act 2006 requires us to report to
you if, in our opinion:

"« adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or

« the financial statements are not in agreement with the accounting records and returns; or
« certain disclosures of directors’ remuneration specified by law are not made; or

+ we have not received all the information and explanations we require for our audit.

Helen Burridge (Senior Statutory Auditor)
For and on behalf of Deloitte LLP, Statutory Auditor

London, United Kingdom
7 July 2017
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Ribbon Hotels Group (UK) Limited

TIncome Statement
For the year ended 31 December 2016

Continuing operations
Revenue ‘

Cost of sales

Gross profit

Selling and distribution costs
‘Administrative expenses
Oﬁher losses

Operating profit
Finance income
Finance cost

(Loss)/profit before tax

Tax charge

Loss for the year from continuing operations

Discontinued operations

" Profit for the year from discontinued operations

Total comprehensive income for the year

Note

13

2015

2016
£000 £000

16,947 16,726

(1,172) (1,131)

15,775 15,595

(758) (763)

(13,584) (12,780)

) (6) 'I‘ . -

1,427 2,052

120 144

(1,868) (1,915)

ny regi81 281

(1,052) (403)

1,373) (122)

6,074 18,824

4,701 18,702

There is no other comprehensive income for the period other than those mcluded above, therefore a statement of

other comprehenswe income has not been presented.
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Ribbon Hotels Group (UK) Limited

-

Statemerit of Financial Position
At 31 December 2016 -

Assets

Noni-curreiit asséts

P,frOperty,‘ plant and equipment

Investirients

Other ﬁnancia‘l.assets:

Current assets

Inveptories

Trade and other receivables
Cash and cash equivalents

Other financial assets

Tdté\l- assets

Equity and liabilities

Equity

Retained earnings.

Non-current liabilities.
Deférred tax liabil

Current liabilities

Trade and othe payables

Income tax liability
Loans anid borfowings

Total equity‘and liabilities-
Thie riotes on pages 17 to:27-form anintegral part of these financial stafemients.

Approved by the Board on 7 July 2017 and signed on it§ behalf by:

JB Robinson

Diregtor

Company registered number: 00719804
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14
15
16

17
18.

19

16

2

2016

£000

75240

45,181

85

3015
£000

8,560
45,181,
85

52,506

43
140,435
7,590

YT

6
'125,807

13 .
o 7590

133,478

187,304

69,044

82

56,432

4
.. 74,552, .

" 64,343
443

47,493
473

122,518,

(131,539
200,583

. 123,961

187,304



Ribbon Hotels Group (UK) Limited

Statement of Changes in Equity
For the Year Ended 31 December 2016

. . Share capital Retained earnings - Total

. \ £000 £ 000 £ 000
At 1 January 2015 ’ : . 45,641 45,641
Profit for the year , .o - 18,702 18,702
At 31 Deceniber 2015 - 64,343 64,343

Share capital ~ Retained earnings - Total

£000 £ 000 £000
At 1 January 2016 S o : ' - 64,343 64,343
Profit for the year : - " 4,701 4,701
At 31 December 2016 - 69,044 69,044
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Ribbon Hotels Group (UK) Limited .

‘Notes to the Financial Statements
'For- the year ended 31 December 2016

1 , General information

Ribbon Hotels Group (UK) Limited (the company) is a private company limited by shares, incorporated and
domiciled in the United Kingdom and registered in England. The address of its registered office is disclosed in the
company information. The principal activity of the company is described in the Strategic Report.

2 Accounting policies

(a) Basis of preparation

The company meets the definition of a qualifying entity under FRS 100 ‘Application of Financial. Reporting
Requirements’ issued by the Financial Reporting Council. These financial statements were prepared in accordance
with Financial Reporting Standard 101 Reduced Disclosure Framework."

The financial statements have been prepared on the historical cost basis and in accordance with the Companies Act
2006. ’

The preparation of financial statements in conformity with adopted FRS 101 requires management to make
judgements, estimates and assumptions that affect the application of policies and reported amounts of assets and
liabilities, income and expenses. Judgements made by management in the application of FRS 101 that have a
significant effect on the financial statements and estlmates with a significant risk of materlal adjustment are
discussed in note 3. :

The presentation and functional currency of the company is pounds sterling-The financial statements are presented
in thousands of pounds (£°000) unless stated otherwise. '

(b) Summary of disclosure exemptions

The followmg exemptions from the requirements of IFRS have been applied in preparation of these ﬁnancnal
statements, in accordance with FRS 101:
N
< IFRS 7 Financial instruments: Disclosures )
* The following paragraphs'of IAS 1 Presentation of financial statements:
- 10(d) statement of cash flows
- 16 statement of compliance with all [FRS
- 134-136 capital management disclosures,
« Paragraph 30 and 31 of EAS 8, disclosure and impact of new IFRSs that has been issued but not yet effective, and

+ The requirements in IAS 24 of Related party disclosures, to disclose related party transactions entered between
two or more members of a group.

Where relevant equivalent disclosures have been given in the consolidated financial statements of RJbbon Midco
Limited. The consolidated financial statements of Ribbon Midco Limited will be available to the public and can be
obtained from 26 Red Lion Square, London, WCI1R 4AG.
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Ribbon Hotels Group (UK) Limited

Notes to the Financial Statements
For the year ended 31 December 2016 (continued)

2 Accounting policies (continued)

_(c) Consolidation exemption

The financial statements contain information about Ribbon Hotels Group (UK) Limited as an individual company
and do not contain consolidated financial information as the parent of a group.

The company. is exempt under section 400 of the Companies Act 2006 from the requirement to prepare consolidated
financial statements as it and its subsidiary undertakings are included by full consolidation in the consolidated
financial statements of its parent, SC Hotels & Holidays Limited, a company mcorporated in Umted ngdom Refer
to registered address in note 27.

(d) Going concern

The company is part of Ribbon Holdco Limited group and assess its. going concern assumption on a group wide
basis. The group’s business activities, together with the factors likely to affect its future development, performance
and position are set out in the Strategic Report.

The group meets its day to day working capital requirements from normal trading activities through its portfolio of
hotels. The group’s existing debt facility is secured until December 2018. The group's financial forecasts, taking
account of the existing loan terms and current trading performance, show that the group will be able to operate
within the level of its current and future facilities and remain in compliance with the terms of its loan agreements.

After making enquiries, the directors have a reasonable expectation that the Group and the company has adequate
resources to continue in operational existence for at least the twelve months from the date of approval of these
financial statements. Accordingly, they continue to adopt the going concern basis in preparing the financial
statements. ' v ‘ .

(e) Foreign currencies

In preparing these financial statements, transactions in currencies other than the entity’s functional currency (foreign
currencies) are recognised at the rates of exchange prevailing at the dates of the transactions. At the end of each
reporting period, monetary items denominated in foreign currencies are retranslatéd at the rates prevailing at that
date. Non-monetary items that are measured in terms of historical cost in a foreign currency are not retranslated.
Exchange differences on monetary items are recognised in profit or loss in the period in which they arise.

(f) Revenue recognition

The revenue is primarily derived from hotel operations, including the rental of rooms and sale of food and beverage
from a network of owned and leased hotels operated under the InterContinental Hotel Group's brand names.

Revenue is measured at the fair value of the consideration received or .receivable excluding value added tax.
Revenue is reduced for discounts and other similar allowances. -
\;
A3
Revenue from rooms, food and beverage and other related services is recogmsed when the room is occupied, food

and beverages are sold and other related services on the performance of services.
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Ribbon Hotels Group (UK) Limited

Notes to the Financial Statements
For.the year ended 31 December 2016 (continued)

2 Accounting policies (continued)

(g) Finance income

Interest income from a financial asset is recognised when it is probable that the economic benefits will flow to the
company and the amount of income can be measured reliably. Interest income is accrued on a time basis, by
reference to the principal outstanding and at the applicable effective interest rate.

(h) Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses. Parts of an
item of property, plant and equipment having different useful lives are accounted for as separate items.

An item of property, plant and equipment is derecognised upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

Leases under which the company assumes substantially all the risks and rewards of ownership are classified as
finance leases. Upon initial recognition the leased asset is measured at'an amount equal to the lower of its fair value
and the present value of the minimum lease payments, assessed at inception of the lease. Subsequent to initial
recognition, the asset is .accounted for in accordance with the accounting policy applicable to that asset as noted
below.

(i) Depreciation

Depreciation is recognised so as to write off the cost or valuation of assets (other than freehold and long leasehold
land) less their residual values over their useful lives, using the straight-line method. The estimated useful lives,
residual values and depreciation method are reviewed at the end of each reporting period, with the effect of any -
changes in estimate accounted for on a prospective basis.

Assets held under finance leases are depreciated over their expected useful lives on the same basis as owned assets.
However, when there is no reasonable certainty that ownership will be obtained by the end of the lease term, assets’
are depreciated over the shorter of the lease term and their useful lives. .

Depreciation is provided to write off the cost less estimated residual value, of each asset evenly over its expected
useful life as follows:

Asset class . Depreciation method and rate

‘

Freehold buildings : ' ' o - Periods up to 50 years

Leasehold buildings 2::;:;?];}:2;?:;?&?&5 and their
Non-core assets (including buildings surface finishes and services) Periods up to 25 years

Plant and macflinery Between 5 and 15 years

Furniture and equipment : . Between 3 and 20 years

(j) Investments

Investments in subsidiary undertakings are stated at cost less provision for impairment.

N Page 14



Ribbon Hotels Group (UK) Limited

Notes to the Financial Statements )
For the year ended 31 December 2016 (continued)

\
2 Accounting policies (continued)

(k) Impairment of investments

At the end of each reporting period, the company reviews the carrying amounts of -its investments to determine
whether there is any indication that those investments have suffered an impairment loss. If any such indication
exists, the recoverable amount of the investments is estimated in order to determine the extent of the impairment loss

(if any).

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of the
asset is reduced to, its recoverable amount. An impairment loss is recognised immediately in profit or loss.

When an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate
of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would
have been determined had no impairment loss been recognised for-the asset in prior years. A reversal of an
impairment loss is recognised immediately in profit or loss.

() Inventories . .
Inventories are stated at the lower of cost and net realisable value. Cost is determined using the first-in, first-out

(FIFO) method. Net realisable value represents the estimated selling price for inventories less all estimated costs
necessary to make the sale. .

(m) Leases

Leases in which substantially all the risks and rewards of ownership are retained by the lessor are classified as
operating leases. Payments made under operating leases are charged to profit or loss on a straight-line basis over the
period of the lease. In the event that lease incentives are received to enter into operating leases, such incentives are
recognised as a liability. The aggregate benefit of incentives is recogmsed as a reduction of rental experise’ on a
straight-line basis.
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Ribbon Hotels Group (UK) Limited .

Notes to-the Fmancnal Statements
For the year ended 31 December 2016 (continued)

2 Accounting policies (continued)

(n) Impairment of non-financial. assets

At the end of each reporting period, the company reviews the carrying amounts of its non-financial assets to
determine whether there is any indication that those assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in order to determine the extent of the impairment loss (if
any). The impairment review is performed on an income generating unit basis.

Recoverable amount. is the higher of fair value less costs to sell and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current
market assessments of the time value of money.

If the recoverable amount of an asset is estimated to be less than its carrying amount, the carrying amount of the
asset is reduced to its recoverable amount. An impairment loss is recognised immediately in profit or loss.

When an impairment loss subsequently reverses, the carrying amount of the asset is increased to the revised estimate
of its recoverable amount, but so that the increased carrying amount does not exceed the carrying amount that would
have been determined had no impairment loss been recognised for the asset in prior. years A reversal of an
impairment loss is recognised lmmedlately in profit or loss. . N

. (0) Defined contribution pension obligation

Paymenfs to defined contribution retirement benefit plans are recognised as an expense when employees have
rendered service entitling them to the contributions.

(p) Financial lnstruments

Financial assets and financial liabilities” are” recognised when the company becomes a party to the contractual
provisions of the instruments. Financial assets and financial liabilities are initially measured at fair value.

The company’s non-derivative financial instruments include loans and receivables and other financial liabilities.

Loans and receivables
Loans and receivables are non-derlvatlve financial assets with fixed or determinable payments These include:

Trade and other receivables :

Other receivables are initially recognised at fair value, based upon discounted cash flows at prevallmg interest rates
for similar instruments, or at their nominal amount less impairment losses if due in less than 12 months. Subsequent
to initial recognition, other receivables are valued at amortised cost less impairment losses.

'Cash and cash equivalents
Cash and cash equivalents comprise cash balances and call dep051ts The cash and cash equivalents are stated at their
nominal values, as this approximates to amortised cost. . .
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Ribbon Hotels Group (UK) Limited

Notes to the Financial Statements .
For the year ended 31 December 2016 (continued)

2 Accounting policies (continued)

(p) Financial instruments (continued)

Other financial liabilities
Other financial liabilities (including loans and borrowings and other payables) are subsequently measured at
amortised cost using the effective interest method.

Loans and borrowmzs

These are initially recognised at fair value, based upon the nominal amount outstandmg Subsequent to initial
recognition, they are recorded at amortised cost. Borrowing costs arising on loans & borrowmgs are expensed as
incurred within finance costs using the effective interest method.

Trade and-other payables
Other payables are initially recognised at fair value, based upon the nommal amount outstandmg Subsequent to
initial recognition, they are recorded at amortised cost.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future
cash payments (including all fees and points paid or received that form an integral part of the effective interest rate,-
transaction costs and other premlums or discounts) through the expected life of the financial liability, or (where
appropriate) a shorter period, to the net carrying amount on initial recognition. = - .

Impairment of financial assets )
Financial assets, other than those at fair value, are assessed for indicators of impairment at the end of each reporting
.period. These financial assets are considered to be impaired when there is objective evidence that, as a result of one
or more events that occurred after the initial recognition of the financial asset, the estimated future cash flows of the

assets have been affected. Objective evidence of impairment could include:

¢ Default by a debtor;

« significant financial difficulty of the debtors or counterparty;

« breach of contract; or

+ it becoming probable ti'lat the borrower will enter bankruptcy or financial re-organisation.

For trade receivables, assets are assessed for impairment on a collective basis even if they were assessed not to be
impaired individually. Objective evidence of impairment for a portfolio of receivables could include the company’s
past experience of collecting payments, an increase in the number of delayed payments in the portfolio past the
average credit period of 90 days, as well as observable changes in national or local economic conditions that
correlate with default on receivables.

For financial assets carried at amortised cost, the.amount of the impairment loss recognised is the difference
between the asset’s carrying amount and the present value of estimated future cash flows, discounted at the financial
asset’s original effective interest rate. The carrying amount of the financial asset is reduced by the impairment loss.

Page 17



Ribbon Hotels Group (UK) Limited

Notes to the Financial Statements
For the year ended 31 December 2016 (continued)

2 Accountinglpolicies (continued)

(p) Financial instruments (continued)

Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount reported in the statement of financial position -

if, and only if, there is a currently enforceable legal right to offset the recognised amounts and there is an intention to
settle on a net basis, or to realise the assets and settle the liabilities simultaneously.

Derecognition of financial assets :

The company derecognises.a financial asset when the contractual rights to the cash flows from the asset expire, or

when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to another

party. Any interest in such transferred financial assets that is created or retained by the company is recognised as a
- separate asset or liability.

‘Derecognition of fi inancial liabilities

The company derecognises financial liabilities when, and only when, the company’s obligations are discharged,
cancelled or have expired. The difference between the carrying amount of the financial liability derecogmsed and
the consnderatlon paid and payable is recognised in profit or loss:

(q) Taxation

Tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

The tax currently payable is based on taxable profit for the period. Taxable profit differs from ‘profit before tax’ as
reported in profit and loss account because of jtems of income or expense that are taxable or deductible in other
years and items that.are never taxable or deductible. The company’s current tax is calculated using tax rates that
have been enacted or substantively enacted by the end of the reporting period.

Deferred tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets and liabilities and the
corresponding tax bases used in the computation of taxable profit. Deferred tax liabilities are generally recognised
for all taxable temporary differences. Deferred tax assets are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable profits will be available against which those deductible
temporary differences can.be utilised. Deferred tax assets and liabilities are not recognised if the temporary
difference arises from. the initial recognition of goodwill or from the initial recognition of assets or liabilities in a
transaction that is not a business combination and that affects neither accounting nor taxable profit.

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the period in which the
liability is settled or the asset realised, based on tax rates (and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow from the
manner in which the company expects, at the end of the reporting.period, to recover or settle the carrying amount of
its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to income taxes levied by the same taxation authority and the
company intends to settle 1ts current tax assets and liabilities on a net basis.
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Ribbon Hotels Group (UK) Limited

Notes to the Financial Statements
For the year ended 31 December 2016 (continued)

2 Accounting policies (continued)

(q) Taxation (continued) ' C,

v

Current and deferred tax for the year
Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognised in the
statement of other comprehensive income or directly in equity, in which case, the current and deferred tax are also
recognised in the statement of other comprehensive income or directly in equity respectively. .

3

3 Critical accounting judgements and key sources of estimation uncertainty

In the application. of the company’s accounting -policies, the directors of the company are required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both current and future periods.

Key sources of estimation uncertainty
The key source of estimation uncertainty at the balance sheet date, that may have a significant risk of causing a
material adjustment to the carrying amounts of assets within the next financial year, is discussed below.

Impalrment of investment in subsidiary undertakings

Determining whether the company s investment in subsidiary undertakings have been impaired requires estimations
of the investment’s values in use. The value in use calculations require the entity to estimate the future cash flows
expected to arise from the investment and suitable discount rates in order to calculate present values. Based on the
assessment made during the period, the investment in subsidiary undertakings is not considered to be impaired. See
note 15.

Impairment of land and buildings

Determining whether the company’s land and buildings have been impaired requires estimations of* their values in
use. The value in use calculations require the entity to estimate the future cash flows expected to arise from the use
of the asset over its estimated useful life and suitable discount rate in order to calculate present values.

Deferred tax :

. The determination as to whether assets will be consumed.through use or sale can have a significant impact on their
tax bases, which has a material impact on the deferred tax'liability arising on differences between their carrying
values and tax bases. Management has concluded that the short leasehold land and buildings will be consumed in
full over the life of the lease and that long leasehold and freehold buildings will be partially consumed through use
in line with the depreciation policy. All other fixed assets are assumed to be consumed through use.

- Trade and other receivables
The total carrying amount of trade and other receivables are net of impairment losses after giving consideration to
past experience of collecting payments, the number of delayed payments in the portfolio, as well as observable
changes in national or local economic conditions. A different assessment of these considerations may result in
different values being determined.
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Ribbon Hotels Group (UK) Limited

Notes to the Financial Statements .
For the year ended 31 December 2016 (continued)

4 Discontinued operations

Holiday Inn Leicester :
On 10 March 2015, the company disposed of one of its hotels, which formed part of the company operatlons

The results of the discontinued operations, which have been included in the income statement, were as follows:

2015

‘ . £000
Revenue . : ‘ 2,947
Expenses o o o (2,661)
Profit before tax : " ' 286
Tax expense relating to profit before tax of discontinued operations (note 13) (400)
Profit on disposal of discontinued operations . : 16,320
Net gainAattributable to discontinued opérations ' . - 16,206

Hollday Inn London Mayfair
On 30 September 2016, the company disposed of one of i lts hotels, which formed part of the company operatlons

The results of the discontinued operations, which have been included in the income statement, were as follows:

2016 . 2015

» £000 £000
Revenue : _ 9,386 . 12,525
Expenses , (8,475)  (10,550)
Profit before tax 911 1,975
Tax credit relating to profit before tax of discontinued operations (see note :
13) ' 1in 643
Profit on disposal of discontinued operations ' 5,152 -

Net gain attributable to discontinued operations . 6,074 2,618

5 Revenue

The revenue of the company is derived from its principal activity of owning and operating hotels in the Umted
Kingdom. The analysis of the company's revenue for the year from continuing operations is as follows:

2016 2015
. : : £000 £000

Hotel operations A ' . 16,947 16,726
6 Other gains and losses
‘The analysis of the company's other gains and losses for the year is as follows:

2016 2015

' £000 . £ 000

Loss on disposal of property, plant and equipment (6) .
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Ribbon Hotels Group (UK) Limited

Notes to the Financial Statements
For the year ended 31 December 2016 (continued)

7 Operating profit
_ Profit for the period from continuing operations has been arrived at after charging:

2016 2015
. £ 000 £000
Depreciation expense ' ) 1,146 . 975
Staff costs (note 10) . ' 4,714 5,584
Operating lease expense - property A ' ) 4,652 5,861
Operating lease expense - plant and machinery ) .- 80 135
‘8 Finance income
2016 2015
£000 £000
Interest income from group undertakings ‘ : 114 . 144
Income from preference shares in group undertakings 6 : -
‘ 120 144
9 Finance costs .
2016 2015
£000 £000
Interest paid to group undertakings ' 1,868 1,915

10 Staff costs

The average number of salaried staff employed, excluding directors, during the financial year amounted to 238
employees (2015: 394 employees).

The above numbers are averages for the year and calculated on a full-time equivalent basis. The aggregate payroll

costs were as follows: ‘ N
2016 2015
£000 £000
Wagés and salaries . . 4,358 . 5,198
- Social security costs , . 297 327
Pension costs, defined contribution scheme (note 25) .59 © 59

4,714 5,584

11 Directors' remuneration

The directors received no emoluments or benefits from the company for their services in the current or prior period.

12 Auditors' remuneration

Auditor's remuneration of £26,100 J(2015: 10,500) has been borne by a fellow group undertaking in both the current
and prior year. :
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Ribbon Hotels Group (UK) Limited

Notes to the Financial Statements

For the year ended 31 December 2016 (continued)

13 Income tax

Tax charged/(credited) in the income statement

Current taxation
" UK corporation tax
Adjustment in respect of previous years

Corporation tax charge for current period

Deferred taxation

Origination and reversal of temporary differences

Adjustment in respect of previous years
Effect of changes in tax rate

Total deferred taxation

Tax charge in the income statement

Factm'js affecting current tax charge for the period

2016 2015
£ 000 £000

1,338 539

64 (31

1,402 508

© (340) (258)

3 (12)

(24) (78)

(361) (348)

1,041 160

The tax on profit before tax for the year is lower than the standard rate of corporation tax in the UK (2015: lower
than the standard rate of corporgtion tax in the UK) of 194.64% (2015: 150.32%). Reductions in the UK tax rate
effective from 1 April 2020 from 18% to 17% were substantively enacted on 15 September 2016, resulting in a

reduction in the current year tax. -

The differences are reconciled below:

Profit before tax

Corporation tax at standard rate

Effects of:

. Income not chargeable for tax purposes
Expenses no deductible for tax purposes-
Disposal of property, plant and equipment
Change' in unrecognised deferred tax assets
Change in property tax base )
Adjustments in respect of previous years
Effect of changes in tax rate

Total tax charge
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2016 2015
£ 000 £ 000,
5,742 18,862
' 1,148 3,819
(350) (5,012)
371 11,706
(253) (701)
23 7
] 430
67 L (43)
35 (46)
1,041 160




Ribbon Hotels Group (UK) Limited

Notes to the Financial Statements

For the year ended 31 December 2016 (continﬁed)

13 Income tax (conﬁnued)

Factors affecting the tax charge in future years
Under Finance Act 2015, the UK corporation tax rate reduced from 20% to 19% on 1 April 2017. Also under
Finance Act 2015, the.rate was due to reduce from 19% to 18% from 1 April 2020 but in Finance Act 2016, which
was substantially enacted on 15 September 2016, the rate that will apply from 1 April 2020 was reduced from 18%
to 17%. These rate reductions will reduce the future tax charge of the group.

14 Property, plant-and equlpment

Cost A
At 1 January 2016

Additions
Disposals

At 31 December 2016

Depreciation
At 1 January 2016
Charge for the year

Eliminated on disposal.

At 31 DecemberV2016
Net book value

At 31 December 2016
At 31 December 2015

Land and Furniture, fittings

Plant and

buildings and equipment machinery Total

£ 000 £000 £000 £000
11,991 10,528 9,090 31,609
- 113 17 130
(3,712) (6,020) (4,725) (14,457)
8,279 4,621 4,382 17,282
7,464 8,338 7,247 23,049
565 330 251 1,146
(4,543) (4,906) (4,704) (14,153)

;N

3,486 3,762 2,794 10,042
4,793 859 1,588 7,240
4,527 2,190 1,843 8,560

Included within the net book value of land and bu1ldmgs above is £4.8m (2015: £4.1m) in respect of long leasehold
land and buildings and £N11 (2015: £0.4m) in respect of short leasehold land and buildings. .

The company’s land and bulldmgs are held as security in respect of bank loans taken by Ribbon Bidco Limited and
Ribbon Mezzco Limited, the company’s intermediate parent undertakings.
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Ribbon Hotels Group (UK) Limited

Notes to the Financial Statements
For the year ended 31 December 2016 (continued)

‘15 Investments

‘Subsidiaries £000
Cbs,t _
At 1 January 2016 45,181/
At 31 December 2016 ) 45,181
- Net book value
At 31 December 2016 45,181
At 31 December 2015 45,181
Details of the subsidiaries as at 31 Decemb'er 2016 are as follows:
Ownership
interest in
ordinary
Name of subsidiary . Principal activity . shares (%)
. _ ‘ 2016 2015
Ribbon Holdings Limited* Investment 100% 100%
Centre Hotels (Cranston) Limited* Investment 100% 100%
Ribbon IG Limited Dormant 1100% - 100%
HI (Brent Cross) Limited* . ' Property ownership 100% 100%
HI (Maidenhead) Limited* Property ownership © 100% 100%
HI (Strathclyde) Limited* Intercompany loans ©100% 100%
Ribbon Holdings No.2 Limited* .~ Dormant 100% 100%

* indicates direct investment by the company.

All of the listed subsidiaries have a registered office at 26 Red Lion Square, London, WC1R 4AG England, except
for Centre Hotels (Cranston) Limited which is registered at 107 Queensferry Road Edinburgh, EH4 3HL, Scotland.

16 Other financial assets

1%

Non-current financial assets

Preference shares - at fair value through profit and loss

Current financial assets
Loans to group undertakings

2016 2015
£000 £000
85 85
2016 2015
£000 " £000
7,590 7,590

Loans to group. undertakings consist of the following:

(a) A loan of £4.9m (2015: £4.9m) on which interest is receivable at Libor +1% (2015: 1%). The loan has no

specific repayment terms.

(b) A loan of £2.6m (2015: £2.6m) on which interest is receivable at Libor +1% (2015 1%) The loan has no

specific repayment terms.
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Ribbon, Hotels Group (UK) Limited

Notes to the Financial Statements
For the year ended 31 December 2016 (continued)

17 Inventories

Consumables

18 Trade and other receivables

Trade receivables
Provision for impairment of trade receivables

-

Net trade receivables

Receivables from group undertakings
Prepayments ’

Other receivables

The receivables from other group entities bear no interest and are repayable on demand.

19 Cash and cash equivalents

Cash at bank

20 Trade and other payables

Trade payables

Accrued expenses

Payables to group undertakings
- Social security and other taxes

Other payables )

. 2016 2015
£ 000 £ 000

43 68
2016 2015
£ 000 £000

371 727

(169) (126)

202 601"

139,280 123,593

593 1,363

360 250

140,435 125,807
2016 2015
£ 000 £000

9 13
2016 2015
£ 000 £ 000

516 278

812 1,173

54,318 45,104

449 403

337 535

56,432 47,493

The payables to other group undertakings bear no interest and are repayable on demand. '
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Ribbon Hotels Group (UK) Limited

Notes to the Financial Statements
For the year ended 31 December 2016 (continued)

21 Loans and borrowings

2016 2015.
- £000 £000
Current loans and borrowings : -
Loans from group undertakings ) 74,552 . 74,552

Loans from group undertakings consists of the following:
(a) A loan of £74.5m (2015: £74.5m) on which interest is payable at Libor +2% (2015: Libor +2%). The loan has no

specific repayment terms.

22 Deferred tax liabilities

Deferred tax liabilities are attributable to the following:

Credit to At
At 1 January income 31 December
2016 ’ statement 2016
£ 000 £000 £ 000

Accelerated tax depreciation 443 (361) ) 82

"Deferred tax assets in respect of potential capital losses on the eventual -disposal of land and residual value of
buildings have not been recognised.

There are £1.6m of deductible temporary differences (2015: £1.2m) for which no deferred tax asset is recognised in
the statement of financial position.

23 Share capital

Allotted, called up and .fully paid shares '
‘ 2016 S ’ 2015
. No. 000 £000 No. 000 ’ £000
Ordinary shares of £1 each ' - - R v -
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Ribbon Hotels Group (UK) Limited

Notes to the Financial Statements
For the year ended 31 December 2016 (continued)

24 Obligations under leases

Operating lease arrangements

At the balance sheet date, the company had outstanding commitments to external partles for future minimum lease
payments under non-cancellable operating leases over long and shott leasehold land and buildings, which fall due as
follows:

2016 2015

, A : £000 £000
“Within one year’ ‘ . ’ - 3,890
In two to five years ‘ . . - 8,260
' ' - 12,150

The operating lease arrangements were related to Holiday Inn London Mayfair which was disposed of during 2016.

25 Pension and other schemes

Defined contribution pension scheme

The company operates a defined contribution pension scheme. The pension cost charge for the year represents.
contributions payable by the company to the scheme and amounted to £75,177 (2015: £81,591).

There were no contributions outstanding at year-end (2015 : .£Ni1).
26 Commitments

Capital commitments ‘
The total amount contracted for but not provided in the financial statements was £116,000 (2015: £6,000).

27 Parent and ultimate parent undertaking

The immediate parent of the company is SC Hotels & Holidays Limited, a company incorporated in the United
Kingdom. The ultimate controllmg party is Apollo ‘Global Management LLC, a company incorporated in Delaware,
United States of America. .

. The largest group to consolidate these financial statements is that of Apollo Global Management LLC. The
consolidated financial statements of Apollo Global Management LLC for the year ended 31 December 2016 are
available to the public and may be obtained from its registered address and principal place of business, 9 West 57th
Street, 43rd Floor, New York, New York 10019, United States of America.

The smallest group to consolidate these financial statements is that of Ribbon Midco Limited. The consolidated
financial stateménts of Ribbon Midco Limited for the year ended 31 December 2016 are available to the public and
may be obtained from its registered address and principal place of business 26 Red Lion Square, London, WCIR
4AG.
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