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PARAMOUNT HOTELS INVESTMENTS LIMITED

DIRECTORS’ REPORT

The Directors present their annual report on the affairs of the Company, together with the financial statements for
the year ended 31 December 2011

PRINCIPAL ACTIVITY AND REVIEW OF BUSINESS

The principal activity of the Company is providing finance to other group compamies Activity n the year
represents interest received on ntercompany loans and interest charged on both intercompany loans and bank loans
held within the Company The Directors consider the financial position at 31 December 2011 was satisfactory and
they expect this to be maintained for the foresceable future

DIVIDENDS AND RESULTS

The Directors have not paid a dividend in respeet of the year ended 31 December 2011 (31 December 2010 £ml)
The retained profit for the year of £1,557,000 (31 December 2010 retasned profit £1,391,000) was transferred to
reserves

DIRECTORS AND THEIR INTERESTS
‘Fhe Directors who served during the year and up to the date of this report were.

Michael Jourdain
Peter Procopis
David Kaye

No director had any interest in the shares of the Company at 31 December 2011 or | January 2011

CREDITOR PAYMENT POLICY

It 15 the Company’s policy to agrec terms of payment with its suppliers when agreeing the terms of a business
transaction or transactions  All suppliers are aware of this procedure and the Company endeavours to abide by the
agreed payment terms

PRINCIPAL RISKS AND UNCERTAINTIES

The group that the Company 1s part of has now taken operational control of the hotels that were operating out of the
Group’s investment propertics following a bustness transfer agreement signed on 25 April 2012 The Company 1s
therefore now exposed (o the risks asseciated with the hiotel industry such as any further downtumn n the general
operating condiitons m the UK provincial hotel industry and new hotel openings close to its existing sites

The Company 1s also exposed to risks regarding property valuations i penods of market instability This instability
means that professional valuers arc not able to value propertics with the same degree of certanty as would be the
case 10 a more stable market with a good level of transactional evidence to support valuations

The group that the Company s part of has bank loans of £3323m (20t0 £3323m) The Group has taken
appropnate measures 1o ensure that interesi rale protection nstruments are n place in order to minimise interest rate
exposure

GOING CONCERN

The Directors have considered the Company’s cash flow forccasts As the principal activity of the Company 1s
providing finance to other group companies, the Directors have also considered the Group cash flow forecasts of
Puma Hotels pic and its subsidaries (logether “the Group™) The Group bormowings are securcd by way of fixed and
floating charges over the Company’s assets The Group 15 i a net liability position and current net habihity position
and 1s reliant on continued support from its senior lender Insh Bank Resolution Corporation (‘IBRC’), (formerly
Anglo Insh Bank) The Group's operations are profitable and operational profits are forecast to increase over the
medwm term, thercby enhancing the current level of positive cash flows, however in order for the Group to fully
meet 1ts debt service obligations i relation to its senor facility, a revolving credit facility was made available by
IBRC 1n April 2012 when an amended facility agreement was signed by the Group post the termination of the lease
apreement and the transfer of the operations of the hotels to the Group [n prior years when the Group’s activilies
related to the holding of investment property, the Group was able to meet all of us obligations, including any
payments to the bank under the facility agreement, {rom the rent received from its tenant - Although the termination
of the lease arrangements in April 2012 has resulled m a lower level of net income to the Group, the Group’s
operations as a direct hotel operator are forecast to remam profitable and cash flow positive before deducting
intcrest payable on its debt facifinies
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PARAMOUNT HOTELS INVESTMENTS LIMITED

DIRECTORS' REPORT (coutinued)

GOING CONCLERN (continued)

Based on the current terms of the senjor facihity, in ordes for this faciiity and the revolving credut facihily (o contiue
to be made avaitable from the date of signing these financial statements to 31 December 2012, and then beyond that
date to 31 December 2013, the Group is required to meet ceriain conditions m relation to the senlor and revolving
eredit facthities some of which relate to unpredictable market activity

1f these conditions are not met the semor and revolving facslities would need 10 be further nogotiated with the sonsor
lender, or alicmative financing srrangements sought by the Divectors of the Group, The Directors of the Group have
vonfirmed to the directms of the company that they believe they can elther meet these condiions, or can
suceess{ufly renegotinte terms with the senior lender for the Group or another lender

These conditions indicate the existence of a materinl uncertainty which may cast significant doubt sbout the Group’s
ubilely Lo continue as a going concern, As the Company is reliant on contmued financiai supporl from the Group and
due 1o the fact that the Group's borrowings are secured by way of fixed and floating churges over the company's
assets, sigmficant doubt also may exlst over the abiluy of the company to continue gs a gowng concern  Therefore
the company may be unable to reatise assels and/or discharge liabtitties m the normal course of busmess, Thess
financial statements do not inciude any odjustments that would result 1f the Company was unable (o continve s o
going concern

After making such enquiies as necessary, and considering the uncertamnties described sbove, the Directors have a
reasonable expectation that the Company has adequate resources to confinue in operational existence for the
foresecable future  Accordingly, they continue (o adopt the going concern basis 1 preparing the annual report and
financial statements.

AUDITORS
Each of the Directors at the date of approval of this report confiems that

« 5o far ns the director 15 aware, there 15 no relevant audit mformation of which the Company’s auditors ure
unawate, and

s the dircctor has taken all the steps that hefshe ougltt to have taken as & director to make hunsclf/herself
aware of any relevant audit information and to establish that the Company’s auditors are aware of that
inforimation,

This confinnation is given and should be mterpreted m accordance with the provisions of s418 of the Companses
Act 2006

A resolution to re-appoint Deloitie LLP as the Company's suditor witl be poposed at the forfheomung Annual General
Meeting

Approved by the Board of Directars
and signed on behalf of the Board

i m;[w

Michae! Jourdsin
Director

Date [iR'e {‘[ 2012,




PARAMOUNT HOTELS INVESTMENTS LIMITED

DIRECTORS' RESPONSIBILITIES STATEMENT

The Directors are responsible for preparing the Annual Report and the financial statements i accordance with
applicable taw and regulations.

Company law requires the Dircctors to prepare financial statements for each financial year Under that law the
Direetars have elected to prepare the financial stalements i accordance with United Kingdom Generally Accepted
Accounling Practice (United Kingdom Accounting Standards and applicable law)  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 peniod. In preparing these financial
statemnents, the Directors are required to

select suitable accounting poheies and then apply them consistently,
make judgments and accounting cstimates that are reasonable and prudent,
state whether apphicable UK Accounting Standards have been followed. subject to any matertal departures
disclosed and explained in the financial statements, and

s prepare the financial statements on the going concern basis unless 1t 1s inappropnate to presume that the
Company will continue in busmess.

The Directors are responstble for hecping adequate accounting records that are sufficient 1o show and explam the
Company’s transactions and disclose with reasonable accuracy at any ume the financial position of the Company
and enable them to ensure that the financial statements comply with the Compames Act 2006 They are also
responsible for the system of mternal control, for safeguardmg the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other sregulanties

The Directors are responsible for the maimtenance and integrity of the corporate and financial information included
on the Group's website  Legislation in the Umited Kingdom governing the preparanon and dissemination of
financia! statements may differ from legsslation m other jurisdiclions




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF PARAMOUNT
HOTELS INVESTMENTS LIMITED

We have audited the financial statements of Paramount Hotels Investments Lamited for the year ended 31
December 2011 which comprise the Profit and Loss Account, the Balance Sheet and the related notes | to 14
The financial reporting framework that has been apphed n therr preparation 15 apphcable law and Umted
Kmgdom Accounting Standards {(United Kingdom Generally Accepted Accounting Practice)

This report 15 made selely to the Company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Compames Act 2006 Our audt work has been undertaken so that we mught state to the Company’s members
those matters we are required to state to them n an auditers’ report and for no other purpose  To the fullest
extent permitted by law, we do not accept or assume responstbihity to anyone other than the Company and the
Company’s members as a body, for our audit work, for this report, or for the opmtons we have formed

Respective responsibilities of direetors and auditors

As explained more fully i the Directors’ Responsibilities Statement, the Directors are responsible for the
preparation of the financial statements and for bemng satisfied that they give a true and fair view. Qur
responsibility is to audit and express on opmion on the finaneial statements in accordance with applicable law
and Intemational Standards on Auditing (UK and Ireland) Those standards require us to comply with the
Audsting Practices Board’s (APB’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 materal misstatement, whether caused by
fraud or error. This mcludes an assessment of* whether the accounting policies are appropriate to the Company’s
circumstances and have been consistently apphed and adequately disclosed. the reasonableness of sigmficant
accounting cstimates made by the Directors, and the overall presentation of the financial statements In addition,
we read all the financial and non-financeal mformatson in the annual report to idennfy matcrial mconsistencies
with the audited financial statements 1f we become aware of any apparent matenal nusstatements or
inconsistencies we consider the implications for our report.

Opinion on financial statements
In our opuon the financial statements
e give a true and farr view of the state of the Company’s affairs as at 31 December 2011 and of its profit for
the year then ended,
o have been properly prepared i accordance with Umited Kingdom Generally Accepted Accounting Practice;
and
¢ have been preparcd m accordance with the requirements of the Companies Act 2006

Emphasis of Matter — Going Concern

In forming our opinion on the financial statements, which s not modified, we have considered the adequacy of
the disctosure made 1n note | to the financial statements concerning the Company's ability to contmue as a
gomg concern

The principal activity of the Company 15 providimg finance 10 other group companies The Company s reliant
on continued support from the indircct parent company Puma Hotels ple and s subsidiaries (together “the
Group™} The Group borrowings are also secured by way of fixed and floating charges over the Company’s
assets and the Group 15 refiant on continued support from 1ts semior lender  As more fully explamed i note { to
the financial statements, from the date of signing these (nancial statements to 31 December 2012, and then
beyond that date to 31 December 2013, the Group 15 required to meet certaun condstions in relatton to the semor
and revelving credit facilities some of which relate to unpredictable market activity

The existence of these conditions indicates a material uncertamty that may cast sigmficant doubt about the
Group's anhity to continue as a going concern which in turn may cast significant doubt about the Company’s
ability te continue as a going concern  The financial statements do not include any adjustments, winch would
include any wrile down on amounts duc from Group undertakings to the Company, which would result 1f the
Company was unable to continue as a going concern




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF PARAMOUNT
HOTELS INVESTMENTS LIMITED (continucd)

Opinion on other matter prescribed by the Companies Act 2006
{n our opmion the information given i the Directors™ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters an which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us (o
report to you if, m our opinien”

+ adequate accounting records have not been kept, or returns adequate for our audit have not been received

from branches not visited by us, or

e the financial statements are not in agreement with the accounting records and retums, or

¢ ceriain disclosures of directors’ remuneration specified by law are not made, or

¢ we have not recerved all the mformation and explanations we require for our audit

ARN

Sarah Sanders (Serior Statutory Audstor)

for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
Douglas, Isle of Man

28 e 2012




PARAMOUNT HOTELS INVESTMENTS LIMITED

PROFIT AND LOSS ACCOUNT
Year ended 31 December 2011

Interest reccivable and stmilar mcome
Interest payable and similar charges

Operating profit

PROFIT ON ORDINARY ACHIVITIES BEFORE
TAXATION
Tax on profit on ordinary activities

PROFIT FOR THE FINANCIAL YEAR

RETAINED PROFIT FOR THE FINANCIAL
YEAR

31 December 31 December

201¢ 2010

Note £°000 £000
3 23,823 2127

4 (22,266) {19,380)
1,557 1,391
1,557 1.391

5 - -
1,557 1,39
10, 11 1,557 1,391

All of the Company’s operations during the year shown above represent continuing operations

The accompanying notes on pages 9 to 13 are an integral part of this profit and loss account.

Al recogmsed gains and losses are included in the profit and loss ac
of total recogmsed gawns and losses is not presented.

count m either year, Consequently a siatement




PARAMOUNT IIOTELS INVESTMENTS LIMITED

BALANCE SHEET
As at 31 December 2011

Note

CURRENT ASSETS
Deblors due within one year 6
Debtois due afier one year [
CREDITORS: Amounts falling due within one year 7
NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT LIABILITHIS
CREDITORS. Amounts falling due after mois than one

yesr 8
NET ASSETS
CAPITAL AND RESERVES
Cailed up share capital 9
Profit and loss account i0
EQUITY SHAREHOLDERS' FUNDS 11

As at As st

3f December 31 December
2011 2010
£000 £'000
198,524

222,347 -
222,347 198,524
- (185,544)
222,347 12,980
222,347 12,930
(207,810} -
14,537 2,980
8,146 8,146
6,391 4,834
14,537 12,980

The finaneial statements of Parnmaoimt Hotels Investments Limited, company number 3812646 weve approved by

the Board of Direclors on 2§ [ oy {2 ~ )jmd signed on iis behaif by

-
Michae! Jowmduin

Director

The accompanymg notes on pages 9 to 13 are an mtegral part of this balance sheet




PARAMOUNT HOTELS INVESTMENTS LIMITED

NOTES TO THE ACCOUNTS
Year ended 31 December 2011

1. ACCOUNTING POLICIES

The financial statements are prepared m accordance with apphcable Unsted Kingdom accounting standards
The particular accounting policies adopted are described betow  The following principal accounting policies
have been apphied consistently in both the current and preceding financial years

Basis of accounting

The financial statements have heen prepared i accordance with appheable accounting standards and under
the historical cost convention

As a wholly owned subsidiary, the Company has availed uself of the exemption available to it under
Financial Reporting Standard Number 8, not to disclose mtra-group transactions.

Under Fnancial Reporting Standard Number 1, the Company is exempt from the requirement to prepare a
cash flow statement on the grounds of it being a wholly owned subsidiary of Puma Hotels plc.

Going concern

The company’s business activities, together with the factors likely to affect s future development,
performance and position including its rehiance on the group performance are also set out n the Directors’

Report

These financial statements have been prepared on the basis that the company 15 a going concern  The
principal activity of the Company 1s providing finance to other group compames The Company is therefore
reliant on continued support from the indirect parent company Puma Hotels plc (‘the parent company’) and
its subsidianies (together “the Group™) The Group borrowings are also secured by way of fixed and floating
charges over the company's assets The Group 1s 1n a net lability position and current net liabihty positron
and 15 rehant on continued support from its senior lender Insh Bank Resolutwn Cerporation (‘IBRC’),
{(formerly Anglo Insh Bank) The Group’s operations arc profitable and operational profits are forecast to
increase over the medium term, therchy enhancing the current level of positive cash flows, however in order
for the Group to fully mect tts debt service obligations mn relation to its senior facility, a revolving credit
facility was made available by IBRC in April 2012 when an amended facihity agreement was signed by the
Group post the termination of the lease agreement and the transfer of the operations of the hotels to the
Group [n prior years when the Group’s activities related to the holding of investment property, the Group
was able to meet all of its obhgations, mcluding any payments to the bank under the facility agreement, from
the rent received from its tenant  Although the termuination of the lease arrangements n April 2012 has
resulted 10 a lower level of net meome to the Group, the Group's operations as a direct holel operator are
forecast to remain profitable and cash flow positive before deducting interest payable on its debt facilities

Based on the current terms of the semior facility, in order for this facility and the revolving credut facility to
continue to be made avaslable from the date of signing these financial siatements to 31 December 2012, and
then beyond that date to 31 December 2013, the Group 1s required to meet certain condstions i relation to the
senior and revolving credit facilities some of which relate to unpredictable market activity

If these conditions are not met the senior and revolving factlities would need to be further negotiated with the
semor lender, or alternative financing arrangements sought by the Directors of the Group The Directors of
the Group have confirmed to the directors of the company that they believe they can either meet these
conditions, or can successfully rencgotiate terms with the senior fender for the Group or another lender

These conditions indicate the existence of a matenial uncertanty which may cast significant doubt about the
Group's abthity 1o continue as a going concern  As the Cempany 15 reliant on centinued support from the
Group and due to the fact that the Group's borrowings are secured by way of fixed and floating charges over
the company’s assets, significant doubt also may exist over the ability of the Company to contmue as a going
concern  Thercfore the company may be unable to realise assets and/or discharge habilities n the normal
course of business These financial statements do not include any adjustments that would result 1 the
Company was unable to confinue as a going concem

After makmg such eaquiries as necessary, and considering the uncertaintics described above, the Directors
have a reasonable expectation that the Company has adequate resources to continue in operafional existence
for the forcseeable future Accordmgly, they continue to adopt the going concern basis i preparng the
annual report and financial statements




PARAMOUNT HOTELS INVESTMENTS LIMITED

NOTES TO THE ACCOUNTS
Year ended 31 December 2011

1.

ACCOUNTING POLICIES (CONTINUED)

Taxation

Current tax, 1s provided at amounts expected to be paid (or recovered) using the fax rates and laws that have
been enacted or substantially emacted by the balance sheet date

Deferred tax 15 recogmised in respect of all timing differences that have ongmated but not reversed at the
balance shect date where transactions or events that result i an obligation to pay more tax 1 the (uture or a
right to pay less tax i the future have occurred at the balance sheet date  Tomung dhiTerences are differences
between the Company's taxable profits and 1ts results as stated n the financial statements that anse from the
inclusion of gains and losses in tax assessments in periods different from those in wiuch they are recognised
in the financial statements.

A net deferred tax asset is reparded as recoverable and therefore recogmsed only when, on the basis of all
available evidence, 1t can be regarded as more likely than not that there will be surtable taxable profits from
which the future reversal of the underlying tuming differences can be deducted.

Deferred tax s not recognised when fixed assets are revalued unless by the balance sheet date there 13 a
binding agreement to sell the revalued assets and the gan or loss expected to arise on sale has been
recognised mn the financial statements

Deferred tax 1s measured at the average tax rates that are expected to apply in the pertods in which the timing
differences arc expected to reverse, based on tax rates and laws that have been enacted or substantially
enacted by the balance sheet dale

INFORMATION REGARDING DIRECTORS, EMPLOYEES AND AUDIT FEES

The Directors reccived no emoluments 1n the financwal vear (31 December 2010 £ml). Emoluments paid to
the Directors are disclosed 1n the financial statements of Puma flotels plc With the exception of the
Dhrectors. the Company had no employees.

Audit fees of £1,000 (2010- £1,000) have been borne by Puma [Hotels ple

INTEREST RECEIVABLE AND SIMILAR INCOME
31 December 31 December

2011 2010
£'600 £°000
From other group undertakings 23,823 2121

INTEREST PAYABLE AND SIMILAR CHARGES
31 December 31 December

2011 2010
£000 £1000
Due to other group undertakings 22,266 19,880




PARAMOUNT HOTELS INVESTMENTS LIMITED

NOTES TO THE ACCOUNTS
Yecar ended 31 December 2011

5. TAX ON PROFIT ON ORDINARY ACTIVITIES

Corporation tax credit in respect of :
Current period
Prior pertod

31 December
2011
£7000

31 December
2010
£'000

The differences between the tofal current tax shown above and the amount calculated by applying the

standard rate of LUK corporation tax to the profit before tax is as follows

Current tax reconaihation
Profit on ordinary activities before taxation

Tax on profit on ordinary activities at standard UK corporation tax
rate of 26 5% (2010 28%)

Effects of
Group rehef for mil considerahon
Unprovided tax losses

Current tax credit for year

6. DEBTORS

Amounts falling due within one year

Amounts due from group undertakings

Amounts falling due after one year
Amounts due from group undertakings

31 December 31 December
2011 2010
£'000 £:000
1,557 1,391

412 389
(412) (389)

31 December 31 December
201 2010
£000 £'000

- 198,524
222.347 -

The amounts due from Group Undenakings have been reclassified as duc after one year in the current year As
detailed in note 1, Going Concern, the Directors belicve that the Group operational profits will increase over the
medwm term which will enable these debts to be settled 10 due course The company has confirmed in writing to 1ts

group undertakings that it will not ask for repayment within the next 12 months
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PARAMOUNT HOTELS INVESTMENTS LIMITED

NOTES TO THE ACCOUNTS
Year ended 31 December 2011

7. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

31 December 31 December

2011 2010
£000 £000
Amounts due to group undertakmgs - 185,544

The amounts due to group undertakings have been reclassified (o creditors: amounts fatling due after more than one
year in the current year,

8. CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR
31 December 3] December

2011 2010
£000 £'000
Amounts due to group undertakings 207,810 -

As detailed above, the amounts due to group undertakings have been reclassified from creditors amounts falling due
withtn one year 1n the current year, The company has received written confirmation from its group undertakings that
they will not ask for repayment within the next 12 months

9, SHARE CAPITAL
31 December 31 December

201t 2010
£°000 £000
Authorised, allotted, callied up and fully paid
8,146,002 ordmary shares of £1 each 8,146 8,146

A divadend was paid on ordinary shares in the year of £m (2010.£n1l per share)
Rights applying to the Ordinary Shares

1} Dveidend and Capital

In addition 10 bemng solely entitled to any disttibution of profits which the Directors resolve to make m any
year, the holders of the Ordinary Shares are entitled to a proportion of any dividend or distribution made on
winding up The shares are not redeemable

u) Yotng Rights

At any general meeting on a show of hands every Ordinary Sharcholder who 1s present in person or by proxy
shall have one vote and on a poll every Ordinary Shareholder who 1s present s person or by proxy shall have
one vole for every share of which he is the holder.

16. PROFIT AND LOSS ACCOUNT

£000
At beginning of year 4,834
Retained profit for the financial year 1,557
At end of year 6,391
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PARAMOUNT HOTELS INVESTMENTS LIMITED

NOTES TO THE ACCOUNTS
Year ended 31 December 2011

.

12

13.

4.

RECONCILIATION OF MOVEMENTS IN EQUITY SHAREHOLDERS' FUNDS

31 December 31 December

2011 2010

£'000 £'000

Opening equity shareholders’ funds 12,980 11,589
{rofit for the financial year 1,557 1,391
Closing equity shareholders® funds 14,537 12,980

ULTIMATE CONTROLLING PARTY

The entire wssued share capital of the company 15 indirectly owned by Puma Hotels plic, a company
incorporated in Great Britamn and registered in England and Wales The Group accounts of Puma Hotels ple,
which represents the smallest group 1n which the Company 15 consolidated, can be obtained from the
Registrar of Compantes, Companies House, Crown Way, Cardiff, CH4 3UZ

The Hotel Corporation plc owns 49.9% of the ordinary shares and 58 9% of the preference shares of Puma
Hotels plc. The Hotel Corporation plc fully consohdates the results of Puma Hotels plc and tts subsidraries in
its group accounts. This represents the largest proup in which the Company 1s consolidated

CONTINGENT LIABILITIES

The Company 15 @ participant m a fellow group undertaking’s (Paramoumt Hotels Holdings Limited and
Puma Hotels plc) term loan borrowings whereby these borrowngs are secured by a fixed and floating charge
over the Company's assets

EVENTS OCCURRING AFTER THE BALANCE SHEET DATE

As detarled in the Dwectors’ Report, afier year end a transfer agreement was signed by the Group and
Barcel6 Hotels and Resorls (“Barceld™ which, inter alia, provided for the termination of the feases between
the parties on 25 April 2012. On termination of these leases Barcel6 paid to Puma Hotels the net sum of
£20 25m (excluding VAT) tn respect of the carly termination of the Leases In conjunction with termination
of the transfer agreement with Barcel6, whereby the hotel operations were transferred to the Group, the
Group agreed with its bankers, IBRC, an option to cxtend its current debt facility until 31 December 2013,
subject to meeting certain conditions as detailed m note 1, Going Concern  As part of securing the option to
extend the senior facility and gaming access 1o a revolving credit facihty from IBRC, the Group utilised the
£20 25m payment from Barcelé to reduce the balance of the senior debt facshty on 25 April 2012




