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MENZIES HOTELS HOLDINGS LIMITED
Directors’ Report

The Company changed its name to Menzies Hotels Holdings Limuted on 21 December 2006 from PMH Holdings Lunited The director presents
his report and financial statements of the Group for the year ended 31 January 2007

Principal activity

The principal activity of the Company 1s that of a holding company, providing management services to 1ts subsidiary undertakings The principal
activity of the Group 15 the operation and ownership of hotels The principal activity of the Company's trading subsidiary, Menzies Hotels Operating
Limzted, 15 the operation of hotels

Results and dividends

The Group's loss before taxation was £4,233,718 (2006 - £6,191,365) before a taxation credit of £2,078,802 (2006 - charge - £214,647) No
dividends were paid in respect of the year (2006 - £nit)

Review of the business and future developments
On 10 October 2006 the Company was acquired by Piccadilly Hotels 6 Limited

During the year the activities of the Group were reorganised The operation of the Group's hotels was transferred to a new eperating company, with
the individual hotel properties being transferred to new dividual property companies The directors are satisfied that the transition has been
managed successfully

Turnover mcreased to £45 9 million (13 months to 31 January 2006 - £43 4 million), a pro-rata increase of 14 6% over the prior pertod, mainly
atinbutable 1o the acquisition of the Menzies Cambridge Hotel and Golf Club in January 2006, the opening of the Spa at the Menzies Welcombe
Hotel m May 2006 and the disposal of the Menzies Marine Hotel, Salcombe, in September 2006  Operating profit for the year was £7 6 million
{13 months to 31 January 2006 - £7 8 million), a pro-rata increase of 4 8% over the prior period The Group's operating costs are closely monitored
and action taken to match costs with demand

Room revenue per available room (RevPAR) showed a 2% increase to £41 93 (12 months to 31 January 2006 - £41 09) with room occupancy also
increasing shghtly to 63% from 62% n the previous year The achieved average room rate mncreased by 1% to £66 57 (12 months to 31 January
2006 - £65 82)

The Group's year end cash balances decreased to £2 1 million (2006 - £5 Omilhon) The directors regularly review cash balance forecasts to ensure
the Group can meet all its obligations

At the year end the Group 1s 1n a strong position to take advantage of switable expansion opportumities that may arise
Directors’ interests

The interests of the directors n the shares of the Company were as follows

A ordinary shares of 1p each B ordinary shares of Ip each

Appointed Resigned 2007 2006* 2007 2006*
Stmon Qakland - 10 October 2006 - - - -
R Ntchelas Menzies - 30 March 2007 - - - 1,462,347
Simon Madgwick - 10 Cctober 2006 - - - -
Timothy J Penter 10 October 2006 - - - - -
James Elton 10 October 2006 16 January 2007 - - - -
Mark Taghafern 10 Cctober 2006 16 January 2007 - - - -

* or date of appomntment

On 30 June 2006 100,000 C ordinary shares of 1 pence each were 1ssued at par to R Nicholas Menzies These shares were acquired by Piccadilly
Hotels 6 Limited on 10 October 2006 No other duector had any interest in the C ordmary shares of the Company whilst appointed as a director
duning the year or the previous period

On 31 December 2004 R Nicholas Menzies acquired £5,485,377 of the Unsecured Loan Notes 2014 1ssued by Menzies Hotels Intermediary
Holdings Limited (formerly PMH Acquisiions Limited) on that date  These Loan Notes were repaid on 10 October 2006

Directors' Indemnity Insurance

The Company 15 party to qualtfying third party indemnity provision for the benefit of its directors which remarns 1n force at the date of this report
Tangible fixed assets

Movements i tangible {ixed assets are shown 1n note 7 to the financial siatements

The properties owned by the Group were valued by independent qualified surveyors at 26 September 2006 for a combined valuation of £203 63

million In the optnion of the directors, there 15 no matertal difference between the book values shown i note 7 to the financial statements and
current market value
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MENZIES HOTELS HOLDINGS LIMITED
Directors' Report ( continued }

Accounting policies

Following the acquisttion of the Group by Piccadilly Hotels 6 Limited, the accounting policy relating to the revaluation of tangible fixed assets has
been changed as set out in note 1 to the financial statements

Employees

The Group has staff consultative commuttees, which are based at each of 1ts locations to promote better communication within the Group The
committees will keep staff informed and involved tn the progress of the Group, raise awareness of health and safety 1ssues and provide a general
means of staff feedback

Disabled employees

Appheations for employment by disabled persons are always fully considered, bearing 1n mind the aptitudes of the applicant concerned In the evemt
of members of staff becoming disabled every effort 1s made to ensure that their employment with the Group contnues and that appropnate traimng
1s arranged [t 15 the policy of the Group that the tramning, career development and promotion of disabled persons should, as far as possible, be
identical to that of other employees

Financial mstruments and risk management
The Group 15 exposed to financial risk and the polictes used in the management of thts risk are detailed i note 1 to the financtal statements
Policy and practice on the payment of creditors

The Group agrees terms and condrtions for their business transactions with suppliers  Payment 15 then made on these terms, subject to the terms
and conditions being met by the supplier Trade creditors at 31 January 2007 represented 17 days (2006- 27 days) of annual purchases

Statement of directors' responsibthties

United Kingdom company law requires the directors to prepare financial statements for each financial year, which give a true and fair view of the
Company's and the Group's state of affairs at the end of the financiat year and the profit or loss of the Group for the year then ended In preparing
those financial statements the directors are required io

- select suitable accounting policies and apply them consistently

- make judgements and estumates that are reasonable and prudent

- state whether applicable accounting standards have been followed, subject to any material departures disclosed and explained 1n the
financial statements

- prepare financial statements on the going concern basis unless 1t 15 mappropnate to presume that the Company will continue in business

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any time the financial positton of
the Company and the Group and to enable them to ensure that the financial statements comply with the Companies Act 1985 They are also
responstble for safeguarding the assets of the Company and the Group and hence for taking reasonable steps for the prevention and detection of
fraud and other iregularities

Auditors and disclosure of information to auditors

So far as the directors are aware, there 15 no relevant audit information of which the Company’s auditors are unaware and they have taken all the
steps that they ought to have taken as directors in order to make themselves aware of any relevant audit mformation and to establish that the
Company's auditors are aware of that information

Deloitte & Touche LLP resigned as the Company's auditors on 21 February 2007 PricewaterhouscCoopers LLP were appointed to succeed them
an the same date A resolution for the re-appomntment of PricewaterhouseCoopers LLP will be proposed at the annual general meeting of the
Company

By order of the Board
Robert Granger

Secretary
9 July 2007
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF MENZIES HOTELS HOLDINGS LIMITED

We have audited the group and parent company financial statements (the *“financial statements™’} of Menzies Hotels Holdings Limited for the year
ended 31 January 2007 which compnise the Consolidated Profit and Loss Account, the Note of Historical Cost Profits and Losses, the Statement of
Total Recognised Gains and Losses, the Group and Company Balance Sheets, the Consolidated Cash Flow Statement and the related notes These
financial statements have been prepared under the accounting policies set out therein

Respective responsibithties of directors and auditors

The directors’ responsibilities for preparing the Annual Report and the financial statements in accordance with applicable law and United Kingdom
Accounting Standards {United Kingdom Generally Accepted Accounting Practice) are set out in the Statement of Directors’ Responsibilities

Qur responsibihity 1s to audit the financial statements in accordance with relevant legal and regulatory requirements and International Standards on
Auditing (UK and Ireland} This report, including the opinien, has been prepared for and only for the company’s members as a body 1 accordance
with Section 235 of the Companies Act 1985 and for no other purpose  We do not, 1n giving this opmnion, accept or assume responsibility for any
other purpose or to any other person to whom this report 1s shown or mio whose hands 1t may come save where expressly agreed by our prior
consent m writing

We report to you our opinion as to whether the financial statements give a true and fair view and are properly prepared n accordance with the
Compantes Act 1985 We also report to you whether m our opimton the information given mn the Directors' Report 1s consistent with the financial
statements

In addition we report to you 1f, in our opinion, the company has not kept proper accounting records, 1f we have not recerved all the information and
explanations we require for our audit, or if nformation specified by law regarding directors’ remuneration and other transactions 15 not disclosed

We read other nformahon contained in the Annual Report, and consider whether 1t 15 consistent with the audrted financial statements This other
informatton comprises only the Directors Report We consider the imphcations for our report if we become aware of any apparent misstatements or
matenal inconsistencies with the financral statements Our responstbilities do not extend to any other information

Bas:s of audit opinion

We conducted our audit in accordance with International Standards on Audeting (UK and Ireland) 1ssued by the Auditing Practices Board An audit
includes examunation, on a test basis, of evidence relevant to the amounts and disclosures n the financial statements It also includes an assessment
of the significant estimates and judgments made by the directors in the preparation of the financial statements, and of whether the accounting
policies are appropriate to the group’s and company’s circumstances, consistertly apphed and adequately disclosed

We planned and performed our audit so as to obtan all the informatron and explanations which we considered necessary (n erder 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
irregulanty or error In forming our opmion we also evaluated the overall adequacy of the presentation of information 1n the financial statements
Opimion
In our opinion,
» the financial statements give a true and fair view, in accordance with Unrted Kingdom Generally Accepted Accounting Practice, of the
state of the Group’s and the Parent Company's affairs as at 31 January 2007 and of the Group’s loss and cash flows for the year then ended,

» the financial statements have been properly prepared in accordance with the Companies Act 1985, and

» the mformaiion given n the Directors' Report 15 consistent with the financial statements

dv-tuod\)\wumc‘?m e

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
East Midlands

Date IO Tb-La, /¥ Sy
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MENZIES HOTELS HOLDINGS LIMITED
CONSOLIDATED PROFIT AND LOSS ACCOUNT
Year ended 31 January 2007

Motes
TURNOVER 1,2
Cost of sales

GROSS PROFIT

Admumistrative expenses excluding amortisatton of goodwill -18,791.484

amorttisation of goodwill -173,748

Total administrative expenses
OPERATING PROFIT 2
Profit on disposal of fixed assets 23

PROFIT ON ORDINARY ACTIVITIES BEFORE
INTEREST AND TAXATION

Net interest payable and simular charges 3

LOSS ON ORDINARY ACTIVITIES BEFORE
TAXATION

Taxation on loss on ordinary activities 4

LOSS ON ORDINARY ACTIVITIES AFTER
TAXATION 16

All of the Group's operaticns are continuing

The notes on pages 12 to 22 form part of these financial statements

Yearto
31 January 2007
£

45,902,581

_ -19368950

26,533,631

-18,965,232

7,568,399

5,090,910

12,659,309

-16,893,027

-4,233,718

2,078,802

2,154,916

-16,812,083
-188,229

13 months to

31 January 2006
£

43,394,840
-18,573,374

24,821,466

-17,000,312
7,821,154

709,154

8,530,308

-14,721.673

-6,191,365

-214.647

6,406,012

_—
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MENZIES HOTELS HOLDINGS LIMITED
NOTE OF HISTORICAL COST PROFITS AND LOSSES
Year ended 31 January 2007

Notes

Reported loss on ordmary activities before taxation

Dufference between historical cost depreciation charge and the
actual deprectation charge for the year calculated on the
revalued amount 16

Historical cost loss on ordinary activities before taxation

Histortcal cost Ioss on ordinary activities after taxation

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
Year ended 31 January 2007

Notes

Loss for the financial perrod
Revaluation of tangible fixed assets 7

Total recognised gams and losses relating to the period

Prior peniod adjustment ]

Total gains recoghised since last annual report

The notes on pages 12 to 22 form part of these financial statements

Yearto
31 January 2007
£

-4,233,718

1,104,772

-3,128,946

-1,050,144

Yearto
31 January 2007
£

2,154,916
50,861,119

48,706,203

48,706,203

13 months te
3§ Janusry 2006
£

-6,191,365

-6,191,365

6,406,012

13 months to
31 Janueary 2006
£

6,406,012

6,406,012
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MENZIES HOTELS HOLDINGS LIMITED
CONSOLIDATED BALANCE SHEET

At 31 January 2007

FIXED ASSETS

Intangible assets - purchased goodwll

Tangible assets

Investments

CURRENT ASSETS

Stocks

Debtors
Cash at bank and in hand

CREDITORS - amounts faling due within one year
NET CURRENT (LIABILITIES) / ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS - amounts falling due after more than one
year

PROVISIONS FOR LIABILITIES AND CHARGES

NET ASSETS / (LIABILITIES)

CAPITAL AND RESERVES

Called up share capital
Revaluation reserve
Profit and loss account

EQUITY SHAREHOLDERS' FUNDS / (DEFICIT)

Approved by the board on 9 July 2007 and signed on tts behalf by

[

Timothy J Penter
Director

The notes on pages 12 to 22 form part of these financial statements

Notes

~1

15
16
16

331,143
2,694,361
1,311 532

4,337,036

-161,263,179

2007

2,780,000
199,324,028
4

202,104,032

-156,926,143

45,177,889

2,777,748

42,400,141

99,950
49,756,347
-7,456,156

42,400,141

2006

2,953,748
153,426,549
4

156,380,301

-5,542,609

330,892
2,654,099
5,048,410
8,033,401

2,490,792

158,871,093

-160,325,555

4,856,550

6,311,012

93,000

6,406,012

6,311,012
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MENZIES HOTELS HOLDINGS LIMITED
COMPANY BALANCE SHEET
At 31 January 2007

FIXED ASSETS
Investments
CURRENT ASSETS

Debtors

CREDITORS - amounts falling due within one year

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

NET ASSETS

CAPITAL AND RESERVES

Called up share capital
Profit and loss account

EQUITY SHAREHOLDERS' FUNDS

Approved by the board on 9 July 2007 snd signed on 1ts behalf by

T

Timothy J Penter
Director

The notes on pages 12 to 22 form part of these financial statements

Notes

10

1

15
16

17

2007

80,377

9,683

-36,819

-77,136

3,241

3,241

99,950
-96,709

3,241

1006

80,377

3877

4,182

-305

80,072

80,072

95,000
-14,928

§0,072
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MENZIES HOTELS HOLDINGS LIMITED
CONSOLIDATED CASH FLOW STATEMENT
Year ended 31 January 2007

NET CASH INFLOW FROM OPERATING ACTIVITIES

RETURNS ON INVESTMENTS AND SERVICING OF
FINANCE

Interest pard

Interest recerved

Debt 1ssue costs

CAPITAL EXPENDITURE AND FINANCIAL
INVESTMENT

Payments to acquire tangtble fixed assets

Sale of tangible fixed assets

ACQUISITIONS AND DISPOSALS
Acquisttion of subsidianes
Net cash acquered with subsidianies

CASH INFLOW / (OUTFLOW) BEFORE USE OF LIQUID
RESQURCES AND FINANCING

FINANCING

Issue of ordinary share capital
Issue of unsecured loan notes

New bank term loans

Repayment of bank term loan
Repayment of unsecured loan notes

(Decrease) / increase 1n cashin the period

RECONCILIATION OF NET CASH FLOW TO MOVEMENT

IN NET FUNDS / (DEBT)

(Decrease)} / increase i cash in the period

Notes £

202)

-15,383.354
280,817

-5,553,775
10,566,928

4,950

-109,913.,000

-52,203,045

Cash outflow / (inflow) from decreases /(increases) in debt and lease financing

Debt i1ssue costs
Change 1n net debt resulting from cash flows

Amortisation of 1ssue costs

Interest charged on loan stock provided but not paid

Movement i net debt in the pened
NET DEBT AT 31 JANUARY 2006

NET FUNDS / (DEBT) AT 31 JANUARY 2007

The notes on pages 12 to 22 form part of these financial slatements

20b)

Year te
31 January 2007
£

170,263,601

-15,102,537

5,013,153

160,174,217

-162,111,095

-1,936,878

-1,936,878
162,116,045

160,179,167

-1,790,490

158,388,677
-157,077,145

1,311,532

-6,521,162
541,123

-2,026 816

38,342,943
2,994,819

-123,633,902
4,531,220

95,000
43,697,737
113,063,000
-1,350,000

13 months to
31 Jznuary 2006
£

12,000,334

-8,006,855

-35,348,124

-119,102,682

-150,457,327

155,505,737

5,048,410

5,048,410
-155,410,737
2026816
-148,335,511
-236,326

-8,505,308

-157,077,145

-157,077,145
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MENZIES HOTELS HOLDINGS LIMITED
NOTES TQ FINANCIAL STATEMENTS
Year ended 31 January 2007

1 ACCOUNTING POLICIES

Basis of accounting
The financial statemenis have been prepared under the historical cost convention and in accordance with applicable Umted Kingdom accounting
standards

Change of accounting policy - revalugtion of fixed assets

The Company has changed its accounting policy and will commussion a full valuation of its properties by a quahfier valuer at least every five years,
with an ntertm valuation 1n the third year after the full valuation where 1t 1s likely there has been a matenal change in value Other fixed assets
continue to be held at cost

The change to revaluation of properties 15 a change i accounting policy and requires a prior period adjustment The impact on the prior peried 15
£nil, as all properties were recorded at fair market value on the acquisiuen of the Menzies Hotels business by the Company at the start of the
previous accounting period

Basis of consohdation

The consolidated financial statements incorporate the audited financial statements of the Company’s subsidiary undertakings, except as stated
below, for the year to 31 January 2007 using the acquisition method of accounting

The Company has taken advantage of Section 229 of the Companies Act 1985 i not consolidating the financial statements of Menzies Hotels
{Property) Limited and Menzies Hotels and Leisure Management Services Limited, on the grounds of imtnaterality

Turnover
Tumngver 15 defined as the amounts derived from the proviston of goods and services falling within the Group's ordinary activities after the
deductton of trade discounts, value added tax and any other sales based taxes

Goodwill

Goodwill ansing on the acquisition of a business represents the difference between the farr value of the purchase consideration and the fair value of
the identifiable net assets at acquisiion  Goodwill 15 written off through the profit and loss account on a straight line basis over the economic hfe of
the asset  Given the long commercial life of property assets and the Group's policy of marntaintng such assets n good repair, a hife of 20 years has
been used

Investments

Investments held as fixed assets are stated at cost less provision for any permanent dimnution 1n value

Depreciation of tangtble fixed assets

Depreciation 1s not provided on land nor charged on freehold and long leaschold buildings as it 15 not matertal  In accordance with FRS 15, an
annual impairment review 1s performed on frechold and long leasehold buildings  The resuits of this review showed that the recoverable amount of
these assets are 1 excess of the carrying amount  Short leaschold buildings are depreciated over the unexpired term of the lease when less than 50
years

Depreciation of other tangible fixed assets 1s provided on a straight kine basis over therr estimated useful lives It 1s calculated at the following rates

Plant and machinery 6 66 % to 20 % per annum
Motor vehicles 20 % per annum
Fixtures and fittings 10 % to 20 % per annum

Expenditure on repairs and renewals 1s charged to the profit and loss account at the time of expenditure  Major refurbishment projects forming part
of the planned programme of maintaining the properties in a good state of repaur are capitalised at cost under the appropnate asset category and
depreciated n accordance with the accounting policy Any net book value atinbutable to the asset bemg replaced 1s written off to the profit and loss
account when the refurbishment takes place

Stocks
Stocks are valued at the lower of cost and net realisable value

Deferred taxation

Deferred tax balances are recognised 1 respect of all umung differences that have onginated but not reversed by the balance sheet date except that
the recogmiiton of deferred tax assets 1s imited to the extent that the Group anticipates making sufficient taxable profits tn the future to absorb the
reversal of the underlying tming differences

Deferred tax balances ansmng from the underlying timing differences i respect of tax allowances on hotel buildings are reversed if and when all
condrtions for retaining those allowances have been met

Deferred tax balances are not discounted

Issue costs
Costs associated with the 1ssue of debt are deducted from the proceeds of the issue and charged to the profit and loss account over the term of the
debt so that the amount charged 15 a constant rate on the carrying amount

Operating leases
Operating lease payments are charged to the profit and loss account in the period in which they are incurred

Pension costs
The Group operates a defined contribution pension scheme for certain employees The contributions payable to the defined contribution scheme are
charged to the profit and loss account tn the penod i which they anse
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MENZIES HOTELS HOLDINGS LIMITED
NOTES TO FINANCIAL STATEMENTS
Year ended 31 January 2007

1

ACCOUNTING POLICIES { continued )

Derwvative financial instruments and hedge accounting

The Group's activities expose It to the financial nisks of changes in interest rates  The Company does not use interest rate swap contracts to hedge
this exposure as this nisk 1s managed for the Group by an interest rate swap contract held by Prccadilly Hotels 2 Limited The Company or the
Group do not use denvative financial instruments for speculative purposes

2

4a)

4b)

4c)

TURNOVER AND OPERATING PROFIT

Turnover and operating profit are wholly attributable to the principal activities of the Group and

anse solely m the United Kingdom

Operating profit s stated after charging
Amornsation of purchased goodwill
Depreciation of owned fixed assets
Audttors remuneration
audit of subsidianes
non - audit services
Operating leases
land and buildings

The payment for non audit services during the year was made to the Company's previous auditors, Deloitte & Touche LLP and relates to a
contractual audit of turmover rent calculations In the prior pertod the non audit services related due diligence and financial assistance work

on the acquisition of hotel properties

NET INTEREST PAYABLE AND SIMILAR CHARGES

INTEREST PAYABLE

Bank loan

Loan note nterest

Interest paid to group holding companies
Amortrsation of deferred tssue costs

INTEREST RECEIVABLE

Bank mterest recetved
Other interest received

TAXATION ON LOSS ON ORDINARY ACTIVITIES

Analysis of credit / (charge) for the period
Total current tax
Deferred tax ongination and reversal of timing differences

Factors affecting the current tax charge for the period

The tax assessed for the period 15 lower than the standard rate applving in

the UK (30%) The d:fferences are explained below

Loss on ordnary activities before taxation

Loss on ordinary activities at the UK tax rate of 30% ( 2006 - 30% )

Effects of

Expenses not deductible for tax purposes
Income not taxable

Capital gamns not taxable

Accelerated capital allowances

Fixed asset timing differences

Other tming differences

Factors which may affect future tax charges are

(1) The Group expects to be able to clamm capital allowances 1n excess of depreciation tn future years
(n) No provision has been made for deferred tax where potenually taxable gatns have been rolled over into replacement assets At
present it 15 not envisaged that any tax mn respect of this will become repayable in the foreseeable future

plant, machinery and other

audit services for Menzies Hotels Holdings Limited

Yearto

31 January 2007

£

173,748
5,041,397
3,000
49,000
1,500
319,382
256,063

Year to

31 January 2007
4

4,573,161
7,084,254
3,725,939
1,790,490
17,173,844

274,321
6,496

16,893,027

Year to
31 January 2007
£

-2,078.802

-1,078,802

4,233,718
41,270,115

-976,180
773,987

1,472,308

13 months to
31 January 2006
£

188,229
3,808,753
2,500
23,500
67,325
332,413
252,100

13 months to
31 January 2006
£

6,521,162
8,505,308

236,326
15,262,796

541,123

14,721,673

13 months to
31 January 2006
£

214,647

214,647

-6,191.365
-1,857,410
2,792,177

-69,252-

-865,515
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MENZIES HOTELS HOLDINGS LIMITED
NOTES TQ FINANCIAL STATEMENTS
Year ended 31 January 2007

Year to 13 months to
31 January 2007 31 Ja2nuary 2006
number number
5 DIRECTORS AND EMPLOYEES
The average number of persons employed duning the period - head office 35 32
- operations 1,254 1,192
1,289 1,224
Group Group
£ £
Staff costs include
Wages and salaries 13,749 415 13,321,657
Social secunity costs 1,062,665 971,040
Pension costs 104,640 107,113
14,916,720 14,359,810
Directors emoluments comprise
Directors emoluments 309,881 310,903
Company contributions to money purchase schemes 47,875 54,250
Amounts paid to third parties for directors’ services 67,935 99,200
Number of directors accruing benefits under money purchase schemes 2 1
Highest paid director
Aggregate emoluments 274,371 310,908
Company contributions to money purchase schemes 45750 54,250

The highest patd director did not hold any share options or partake in a long term mcentive plan during the vear

The Company had no employees other than the directors during the year (2006 - mly The Company's directors were remunerated by other
Group companies during the year

6 INTANGIBLE FIXED ASSETS £

Purchased goodwill - Group

Cost

At 31 January 2006 and 31 January 2007 3,141,977
Amortisation

At 31 January 2006 -188,229
Charged n year -173,748
At 31 January 2007 -361,977

Net book value
At 31 January 2007 2,780,000

At 31 January 2006 2,953,748

The goodwill was acquired by the Group's subsidiary, Menzies Hotels Limited on the purchase of the freehold of the Menzies Welcombe
Hotel & Golf Course 1n August 2003 The unamortised balance was transferred to Menzies Hotels Operating Limited on 26 September
2006 as part of the transfer of the Group's business to that company
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MENZIES HOTELS HOLDINGS LIMITED
NOTES TO FINANCIAL STATEMENTS
Year ended 31 Janoary 2007

Company

The Company has no fixed assets

Revaluation

7 TANGIBLE FIXED ASSETS
Group
Freehold land and  Long leasehold land  Short leaschold land Plant, fixtures and
buildings and bwildings and buildings vehicles Total
£ £ £ £ [3

Cost
At 31 January 2006 103,481,481t 17,985,178 3,176,029 42,181,231 166,823,919
Revaluation 30,165,267 6,605,313 -665,188 -264,171 35,841,221
Additions 1,635,005 158.563 - 3 760,207 5,553,775
Disposals 4,481,660 - - -1,989,965 -6,471,625
At 31 January 2007 130,800,093 24,749,054 2,510,841 43,687,302 201,747,290
Deprectation
At 31 January 2006 - - -130,179 -13,267,191 -13,397,370
Revaluation - - 167,960 14,851,938 15,019,898
Charge for year - - -55,588 -4,985 809 -5,041,397
Dhsposals - - - 995,607 995,607
At 31 January 2007 - - -17,807 -2,405,455 -2,423,262
Net book value
At 31 Japuary 2007 130,800,093 24,749,054 2,493,034 41,281,347 199,324,028
At 31 January 2006 103,481,481 17,985,178 3,045,850 28,914,040 153 426,549

The Group's fifteen hotel properties, the head office building and associated fixtures and fittings were valued by an independent external
valuer, Christie & Co, on an existing use basis as at 18 September 2006 in accordance with the requirements of the RICS Appratsal and
Valuation Manual The value ascribed to the properties was £203 63 million The gain agamst book value of £50,861,119 has been

recorded in fixed assets above and the revaluation reserve (note 16)

If the fixed assets had not been revalued the total cost of the Group's fixed assets would have been £35,841,221 lower and the accumulated
depreciation would have been £13,915,126 higher than the amount stated above at 31 January 2007 If the valuanon had not taken place the
net book value of the Group's fixed assets would have been £149,567,681 as at 31 January 2007
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MENZIES HOTELS HOLDINGS LIMITED
NOTES TO FINANCIAL STATEMENTS
Year ended 31 January 2007

8 INVESTMENTS AT COST

Group
At 31 January 2006 and 31 January 2007

Company
At 31 January 2006 and 31 January 2007

Subsidiary undertakings

80,377

The followmng subsidiary undertakings have been included in the consolidated financial statements for the year ending 31 January 2007,

Proportion of voting rights and

Name ordinary share capital
Menzies Hotels Intermediary Holdings Limited (direct) 100%
Menzies Heotels Group Limited (indirect) 100%
Menzies Hotels Limuted (mdirect) 100%
Menzies Hotels Operating Limited (indirect) 100%
Menzies Hotels Property No 1 Limited (indirect) 100%
Menzies Hotels Property No 2 Limited (indirect) 100%
Menzies Hotels Property No 3 Limited (indirect) 100%
Menzies Hotels Property No 4 Limited (indirect) 100%
Menzies Hotels Property No 5 Limited (indirect) 100%
Menzies Hotels Property No 6 Limited (indirect) 100%
Menzies Hotels Property No 7 Limited (indirect) 100%
Menzies Hotels Property No 8 Limited (indirect) 100%
Menzies Hotels Property No 9 Limited (indirect) 100%
Menzies Hotels Property No 10 Lunited {indirect) 100%
Menzies Hotels Property No 11 Limated (indirect) 100%
Menzies Hotels Property No 12 Limited (indwrect) 100%
Menzies Hotels Property No 13 Limited {(indirect) 100%
Menzies Hotels Property No t4 Limited (indirect) 100%
Menzies Hotels Property No |5 Limited (indirect) 100%
Menzies Hotels Property No 16 Limited (indirect) 100%

Nature of business

Provision of finance and management
services

Holding company

Holding company

Operation of hotels
Owning and leasing of hotel
Owning and leasing of hotel
Owning and leasing of hotel
Owning and leasing of hotel
Owning and leasing of hotel
Owning and leasing of hotel
Owning and leasing of hotel
Ownmg and leasing of hotel
Owning and leasing of hotel
Owning and leasing of hotel

Owning and leasing of office building

Owning and leasing of hotel
Owning and leasing of hotel
Owning and leasing of hotel
Owning and leasing of hotel
Owning and leasing of hotel

The following wholly owned subsidiaries of Menzies Hotels Limited have not been included in the consolrdated finangial statemenis for the

year ended 31 January 2007 mn accordance with the accounting policy set out on page 12

Aggregate share
capital and
Name reserves
£
Menzies Hotels { Property ) Limited 2
Menzies Hotels and Leisure Management Services Limited =225
9 STOCKS Group
1007
4

Food and hiquor 331,143

There 15 no matenial difference between the replacement cost of stocks and the amount stated above

Profit for year Nature of business
- Dormant

- Dormant

Group
2006

330,892
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10

11

DEBTORS Group Company Group Company
2007 1007 2006 2006
i £ £ £
Trade debtors 1,845,491 - 1,931,410 -
Amounts owed by group companies - 5,683 - 3,877
Qther debtors 325,456 - 187,457 -
Prepayments and accrued income 523,414 - 535,232 -
Amounts falling due within one year 2,694,361 9,683 2,654,099 3,877
CREDITORS - smounts fzlhng due within one vear Group Company Group Company
2007 2007 2006 2006

£ £ £ £-
Trade creditors 1,651,885 - 1,879,758 -
Amounts owed to group holding companies 157,774,182 - - -
Amounts owed to group companies - 86,644 - 4,182
Other taxation and social security 823,065 - 169,442 -
Other creditors 258,269 - 673,476 -
Accruals and deferred income 755,778 175 1,019,933 -
161,263,179 86,819 3,742,609 4,182
Bank loans { Note 12 ) - - 1,800,000 -
161,263,179 86,819 5,542,609 4,182
CREDITORS - amounts falling due after more than one year Group Company Group Company
1007 2007 2006 2006
£ £ £ £
Bank loans - - 109,913,000 -
Unsecured loan notes 2014 incleding accrued interest - - 52,203,045 -
Issue costs - - -1,790,490 -
- - 160,325,555 -

Financing repayable - amounts falling due

Within one year or less or on demand - - 1,800,000 -
In more than one year but not more than two - - 1,800,000 -
In more than two years but not more than five - - 5,400,000 -
In more than five years - - 153,125,855 -

- - 162,125,555

Bank loans

On 31 December 2004 the Group obtained and drew down in full, two loan faciliies from The Royal Bank of Scotland plc  These
comprised a £18,000,000 Term Loan facihity and a £72,000,000 Revolving Credit facihty The Term Loan was repayable 1n quarterly
instalments of £450,000 Both facihties were repard 1n full on 10 Qctober 2006 following the acquisition of the Group by Piccadilly Hotels
6 Limited

On 4 May 2005 and 12 january 2006 the Group obtained and drew down in full, two further loan facilities from The Royal Bank of
Scotland plc comprising Revolving Credit facilities of £10,125,000 and £12,938,000 respectively These facilities were also repard 1n full
on 10 Cctober 2006

The bank loans were secured by fixed and floating charges over the assets of the Company and its subsidiary compantes  Interest was
charged at LIBOR plus a margin based upon the ratio of borrowings to eamings

Unsecured Loan Notes 2014
£35,635,237 Unsecured Loan Notes 2014 were 1ssued at par on 31 December 2004  £4,000,000 and £4,062,500 Unsecured Loan Notes
2014 were tssued at par on 4 May 2005 and 12 January 2006 respectively

The Loan Notes were repaid in full on 10 October 2006 together with the interest accrued up to that date

Issue Costs

Issue costs of £2,026,816 were incurred in obtaining the bank loans and loan notes, and deducted from the proceeds The unamortised

balance of £1,790,490 has been charged to the profit and loss account following the repayment of the associated loans
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NOTES TO FINANCIAL STATEMENTS
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.

13 HEDGING OF INTEREST RATE RISK

The Group used interest rate swaps to manage Its exposure to tnterest rate movements on its bank borrowings A swap contract with 2
nominal value of £45 millton had fixed interest payments at a rate of 4 935 per cent per annum for periods up until 2008 and had floating
nterest receipts at 3 Months LIBOR A settlement payment of £110,000 was recerved on 10 October 2006 from the bank to end this
arrangement This payment has been credited to the profit and loss account for the year

The Company's activities expose 1t to the financial risks of changes 1n 1nterest rates as group interest charges are calculated at floating rates
The Company does not use interest rate swap contracts to hedge this exposure as the nisk 1s offset by the corresponding recept in the

counterparty group company
14 PROVISIONS FOR LIABILITIES AND CHARGES 2007 2006
£ £
Group deferred taxation
At 31 January 2006 4,856,550 -
Acquisition of subsidiary - 4,641,903
(Credit) / charge for year -2,078,802 214,647
At 31 January 2007 2,777,748 4,856,550
The balance at the year end comprises
Accelerated capital allowances 3,426,315 4 856,550
Losses -646,068 -
Pension 2,499 -
2,777,748 4,356,550

No provision has been made for deferred taxation on gains recognised on the sale of properties where potentially taxable gains have been
rolled over 1nto replacement assets  Such tax would become repayable only if the property were sold without 1t being possible to claim
rollover relief The total amount unprovided 15 £ ml At present 1t 1s not envisaged that any corporation tax will become payable 1n the
foreseeable future i relation to this

No provision has been made for deferred taxation relating to tax losses of £835,341 (2006 - ml)

A number of changes to the UK Corporation tax system were announced in the March 2007 Budget Statement and are expected to be
enacted in the 2007 and 2008 Finance Acts The changes had not been substantively enacted at the balance sheet date and, therefore, are
not included 1n these financial statements

The effect of the changes to be enacted n the Finance Act 2007 would be to ehmuinate the deferred tax hability prowided at 31 January
2007 £2,778,748 This £2,778,748 decrease in deferred tax would mcrease profit for the year by £2,778,748 This decrease 1n the deferred
tax Liability 1s due to the reduction in the corporation tax rate from 30 per cent to 28 per cent with effect from 1 Apnl 2008 and to the
abolition of balancing adjustments for industrial buildings allowances

The other changes to be enacted would have no further effects on the deferred tax provided at 31 January 2007

There are no provistons for habilities and charges relating to the Company
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15

16

SHARE CAPITAL
Authorised
8,037,653 A ordinary shares of 1p cach

1,462,347 B ordinary shares of 1p each
500,000 C ordinary shares of 1p each

Allotted, called up and fully paid

8,037,653 A ordinary shares of 1p each
1,462,347 B ordinary shares of 1p each -
495,000 C ordwary shares of 1p each

495,000 C Ordinary shares of 1 pence each were 1ssued to selected employees durmg the year for a total consideration of £4,950

The nights attaching to each class of equity share are as follows

Dhividends

Any dividends are distnbuted i any financial year amongst the holders of the A shares and the B shares, part passu as if the shares are one
and the same class of share, pro rata to the number of A shares and B shares respectively held by the holders The C shares do not carry a

nght to receive any distribution of profit

Voting nghts

The holders of A and B shares are entitled to attend and vote at any general meeting of the Company The C shares do not carry a nght to

vote at general meetings

Return of capital

On a return of assets on liquidation or otherwise, the assets of the Company remaining after the payment of 1ts debts and Liabvities and
available to holders of Equity Shares shall be dismbuted between the holders of Equity Shares pan passu, as 1f the shares are one and the

same class of share, pro rata to the number of Equity Shares respectively heid by the holders

RESERVES

At 31 January 2006

Loss for the year

Revaluation of fixed assets (note 7)

Transfer of depreciation on revalued amounts during the pertod

At 31 January 2007

The parent company has not presented 1ts own profit and loss account, as permitted by Section 230 of the Compaties Act 1985 The loss

2007

80,377
14,623
5,000

100,000

80,377
14,623
4,950

99,950

Group Group

Profit and loss

Revaluation reserve account
£ £

- -6,406,012

- -2,154 916

50,861,119 .
-1,104,772 1,104,772
49,756,347 -7,456,156

for the financial year of the parent company amounted to £81,781 (13 months ended 3} january 2006 - £14,928)

2006

30,377
14,623
5,000

100,000

80,377
14,623

95,000

Comgpany

Profit and loss
account

£
-14,928
-81,781

-96,709
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18

19

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS / (DEFICIT)

LLoss for the financial year
Issue of shares
Revaluation of fixed assets

Net addttion / (reduction) to shareholders’ funds

Opeming sharcholders' (deficit) / funds

Closing sharcholders' funds / (deficit)

COMMITMENTS UNDER OPERATING LEASES

The Group had annual commitments under operating leases as set out below

Operating leases expirng
Within one year

In two to five years

In more than five years

Group Company Group Company

2007 2007 006 2006

£ £ £ £
-2,154.916 -81,781 -6,406,012 -14,928
4,950 4,950 95,000 95,000
50,861,119 - - -
48,711,153 -76,831 -6,311,012 80,072
-6,311,012 80,072 - -
42,400,141 3,241 -6,311,012 80,072
2007 2007 1006 2006

Land and buildings Other  Land and buildings Other
£ £ £ £

- 51,049 - 46,722

. 89,526 - 92,540

167,190 17,042 147,242 24,803
167,190 157,617 147,242 164,065

The Company had no annual commitments under operating leases (2006 - mil)

PENSION COMMITMENTS

The Group contributes to a defined contribution pension scheme for the benefit of certain employees The assets of the scheme are held
separately from the Group n independently admimistered funds The penston cost charge of £104,759 (2006 - £107,113) represents
contributions payable by the Group The balance owed to the pension scheme at 31 January 2007 was £8,328 (2006 - £8,073)
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20 RECONCILIATION OF OPERATING PROFIT TO NET CASH INFLOW FROM OPERATING ACTIVITIES

Yearto 13 menths to

20a) 31 January 2007 31 January 1006
£ £

Operating profit 7,568,399 7,821,154
Depreciation 5,041,397 3,508,753
Amortisation of purchased goodwill 173,748 188,229
increase 1n stocks -251 -5,257
Increase 1 debtors -40,262 -495,593

Increase n creditors 157,520,570 683,048
170,263,601 12,000,334

20b) ANALYSIS OF NET FUNDS /(DEBT)

Other non—cash

2006 Cash flow changes 2007

£ £ £ £

Cash at bank and 1 hand 5,048,410 -3,736,878 - 1,311,532
Debt due after more than one year -160,325,555 162,116,045 -1,790,490 -
Debt due within one year -1,800,000 1,800,000 - -
Total -1587,077,145 160,179,147 -1,790,49Q 1,311,532

Non-cash changes compnise the amortisation of 1ssue costs of debt incurred and deducted from the proceeds of 1ssue in accordance with
FRS 4

Group Company Group Company
1007 2007 2006 2006
£ £ £ £
21 CAPITAL COMMITMENTS
Contracted but not provided for 1,412,078 - 2,532,040 -
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3

24

25

RELATED PARTY TRANSACTIONS

R Nicholas Menzies, a former director and shareholder of the Company was also a director of the subsidiary undertaking Menzies Hotels
Intermedrary Holdings Limited During the year the total amount of accrued interest paid on redemption relating to R Nicholas Menzies
and his family under loan note agreements with Menzies Hotels Intermedrary Holdings Limited was £2,117,806

The loan note balance outstanding to R Nicholas Menzies and his family of £7,603,183 was repaid on 10 October 2006

Pall Mzll Hotels Limited was the tmmediate parent company of the Group Durtng the year the total amount of accrued interest paid on
redemption relating to Pall Mall Hotels Limited under loan note agreements was £13,471,755

The loan note balance outstanding to Pall Mall Hotels Limited following its acquisttion of the Group on 31 December 2004 was
£30,149,861 £8,062,500 of additional loan notes were 1ssued On 10 October 2006 the balance outstanding was repaid

Nikko Principal Investments Limited was a parent company of the Group During the year the Group was charged £67,935 relating to the
provision of directors services by Nikko Princtpal Investments Limited

The Company has taken advantage of the exemption provided by FRS 8§ relating to the disclosure of transactions between group
companies

PROFIT ON DISPOSAL OF FIXED ASSETS Group
2007

5,090,919

In the current year the profit on disposal of fixed assets includes the sale of the Manne Hotel, Saicombe for a consideration of £10 Smallion
which gave nise to a profit on disposal of £5 3 mullion In the comparative period, profit on disposal of fixed assets included the sale of
land adjacent to the Belford Hotel, Edinburgh, for a consideration of £3 0 million giving a profit on disposal of £0 § mulion

CONTINGENT LIABILITIES

Cross guarantees exist between Group underiakings in respect of the Company's bankers The Group had funds placed with the bank
totalling £1,291,562 and therefore there was no contingent hiability at 31 January 2007 { 2006 - £106,689,260)

PARENT UNDERTAKINGS

Group
2006

709,154

Name Address from where group
accounts are obtainable

Smallest and largest group holding company preparing greup accounts

Piccadilly Hotels 2 Limited Bakum House, Etwall Road

Mickleover, Derbyshire DE3 ODL

The immed ate parent company 1s Piccadilly Hotels 6 Limited, a company registered in the Cayman Islands The ultimate controlling party
15 the Tchenguz Family Trust
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