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GRS Pub Investments Limited

Report of the directors
for the 52 weoks ending 26 December 2010

The directors present their report together wath the audited financial statements for the 52 weeks ended 26
December 2010

Results and dividends

The profit and loss account 1s set out on page 5§ and shows the profit for the penod No dvidends were paid
dunng the penod (2009 - £NIl)

Principal activitles and roview of business
Principal activities and review of business

The pnncipal activities of the company compnse the operation of pubs either under lease or tenancy agreemenis
The agreements with tenants in the leased estate compnse both tied and free of e arrangements, generate
income from rents, sales of beer and other drinks, and through profit share arrangements for ncome from leisure
machines

The company's pub assets are financed by a combmation of bank debt, intercompany debt and shareholders’
equity

As explained in note 1 to the financial statements, the covenants on the Company’s bank ipans are not in
compliance and the lcan 1s scheduled for repayment in 2011 The Company's bank loans have been classified
as current and the Directors are working with the bank to seek a suitable restructure of the loan faciliies to
enable the company to continue to meet ls debt obligatons Until the revised banking terms are agreed the
company is reliant on the bank continuing to provide support to the company Whilst the bank has to date
continued to prowide support, and there 15 neither a guarantee that this will continue nor a guarantee that a
suitable restructure of the loan facilities can be agreed

The parent company, London Town plc, entered into adrmimistrabon on 19 February 2010 The current directors
are engaged in continuing discussions relating to the terms and covenants on the bank loan and anticipate that
new covenants or facilities can be agreed that will reflect the current operations and business structure of the
company and hence the company has prepared the financial statements on a going concern basis

Diroctors
The directors who served dunng the penod are as follows

R KF Thomson (appomnted 19 February 2010)
S E Kennedy (appointed 19 February 2010)
| G Robinson (resigned 19 February 2(10)
R Cawtheray (resigned 19 February 2010)
W Buchanan {resigned 19 February 2010)




GRS Pub Investments Limited

Report of the directors
for the 52 weeks ending 26 December 2010 (Continued)

Directors’ responsibllitios

The drrectors are responsible for prepanng the directors’ report and the finanoal statements in accordance with
applicable law and regulations

Company law requires the direclors 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 Generally
Accepted Accounting Practice (United Kingdom Accountng Standards and apphcable law) Under company law
the directors must not approve the financial statements unless they are satsfied 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 penod

In prepanng these financial statements, the directors are required to

s select suitable accounting pohcies and then apply themn consistently,

+  make judgements and accounting estimates that are reasonable and prudent, and

»  prepare the financial statements on the going concern basis unless 1t 15 Inappropnate to presume that the
company will continue i business

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 posiion of the company
and enable them to ensure that the financial statements comply with the Comparies Act 2006 They are also

responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other megulanties

A resolution to reappoint BDO LLP as auditors will be proposed at the next annual general meeting
This director’'s report has been prepared under the smalt companies exempton

On behalf of the Board

\(:Q)kk:)/\r\\f\om\r\,\,

R K F Thomsen
Director

Date 25 BcToger 200




GRS Pub Investments Limited

Independent auditor's report

TO THE MEMBERS OF GRS PUBS LIMITED

We have audited the financial statements of GRS Pubs Limited for the 52 week penod ended 26 December 2010
which compnses the profit and loss account, the balance sheet and the related notes  The financial reporting
framework that has been applied in therr preparation s applicable law and United Kingdom Accounting Standards
{United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a bedy, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Cur 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 optnions we have formed

Respective responsibllities of directors and auditors

As explained more fully in the statement of directors' responsibilittes, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view Qur
responsibiiity 1s to audi the financial statements in accordance with applicable law and Intermational Standards
on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's (APB's)
Ethical Standards for Auditors

Scope of the audit of the financial statements

A descnption of the scope of an audit of financial statements 1s provided on the APB's website at
www fre org uk/apb/scope/private cfm

Opinion on financlal statements
In our opinien the financial statements

+ give a true and farr view of the state of the company's affars as at 26 December 2010 and of its profit for the
§2 week penod 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 Comparies Act 2006
Emphasis of matter — going concem

in forming our opinion on the financial statements, which 1s not medified, we have considered the adequacy of
the disciosures made in nete 1 to the financial statements concerning the company's ability to continue as a
going concemn  The company 1s cumently not complying with its banking covenants and the loan 1s scheduled for
repayment In 2011 As a result the company 1s relrlant on the continwing support of its bankers not to call for the
repayment of its bank loan  Although the Directors expect to agree a restructure of the bank facilities 10 enable
the company to continue to meet its obligations, there 1s no guarantee that this will happen

These condiions atong wath other matters disclosed in note 1 to the financial statements, indicate the existence
of a matenal uncentainty which may cast doubt about the company's ability to continue as a gong concern The
financial statements do not Include the adjustments that would resutt if the company was unable to continue as a
going concem



GRS Pub Investments Limited

Independent auditor's repert (Continued)

Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given in the directors’ report for the financial penod for which the financiat
statements are prepared 15 consistent with the financial statements

Matters on which we are required to report by exception

We have nothing o report in respect of the following matters where the Companies Act 2006 requires us to report
to you if, m our opinion

* adequate accounting records have not been kept, or returns adequate for our audit have not been recewved
from branches not visited by us, or

+ the financial statements are not in agreement with the accounting records and retums, or
s certain disclosures of directors’ remuneration specified by law are not made, or
¢ we have not receved all the informaton and explanations we require for our audil, or

» the directors were not entitled to prepare the financial statements and the directors’ repart In accordance with
the smalf companes’ regime

goO LLP

Geraint Jones (seror statutory auditor)

For and on behalf of BDO LLP, statutory auditor
London

United Kingdom

25 octber 201

BDO LLP 15 2 hmited liability parinership registered in England and Wales (with registered number QC305127)



GRS Pub Investments Limited

Profit and loss account

for the 52 weeks ending 26 December 2010

Note
Turmnover 2
Cost of sales
Gross profit
Admmnistrative Income / (expenses)
Other income 4
Operating profit / (loss) 5
Loss on disposal of property, plant and equipment
Interest recewvable
Interest payable and similar charges 6
Profit / (loss) on ordinary actlvities
before and afier taxation 7.14

All amounts relate to continuing achvibes
All recognised gamns and losses are included in the profit and loss account

The notes on pages 7 to 14 form part of these financial statements

5

52 weeks 52 weeks
ended ended
26 December 27 December
2010 2009
£'000 £000
6,151 6,896
(3.247) (3,272)
2,904 3624
1044 (32,157)

17 28
3,965 (28,505)
(24) -

- 1

(2,591) (2,588)
1,350 (31,002)




GRS Pub Investments Limited

Balance sheet
at 26 December 2010

26 December 26 December 27 December 27 December

Company number 05895613 Note 2010 2010 2009 2009
£000 £'000 £'000 £000
Fixed assets
Property, plant and equipment 8 23,016 29191
23,016 29,191
Current assets
Stock 10 834 1.023
Debtors 1 1,372 579
Cash at bank and in hand 61 61
2,267 1,663
Creditors amounts falling due
within one year 12 54,189 61,110
Net current liabilities (51,922) (59,447)
Net liabilities (28,906) (30 256)

Capltal and reserves

Called up share capital 13 13 890 13,890
Profit and loss account 14 (42,796) {(44,146)
Sharahclders’ deficit 15 {28,906) (30,256)

These financial statements have been prepared in accordance with the provisions apphcable to companies
subject to the small companies regime

The financial statements were approved by the Board and authonsed for issueon 2.5 Octobes 2011

MW\O\’V‘M

R K F Thomson
Director

The notes on pages 7 to 14 form part of these financial statements

6




GRS Pub Investments Limited

Notes forming part of the financial statements
for the 52 weeks ending 26 Decomber 2010

Accounting policles

The financial statements have been prepared under the histoncal cost convention and are in accordance
with applicable accounting standards  The followang pnincipal accounting policies have been apphed

Going concem

The company Is curently not compiying with its banking covenants and the loan s scheduled for repayment
in 2011 As a result the company s rellant on the contnuing support of s bankers not to call for the
repayment of its bank loan

The Directors are working with the bank fo seek a sutable restructure of the loan facilites to enable the
company 1o continue to meet its debt obligations  Untl the revised banking terms are agreed the company
1s reliant on the bank continuing to provide support to the company Whilst the bank has to date continued
to provide support, and there is neither a guarantee that this will continue nor a guarantee that a sullable
restructure of the loan faciliies can be agreed

Having reviewed the cash flow projections together with assessing the athitude of the company’s bank, the
Directers have a reasonable expectation that the company will be able to meet its habuites as they fall due
for the foreseeable future The Directors therefore consider it appropriate to prepare the company's financial
statements on the gong concem basis However, because of the uncertainty sumounding the successful
restructure of the company's loan faclites the Directors recogruse that there 1s a matenal uncertainty that
may cast significant doubt on the company's ability to continue as a gomng concemn These financial
statements do not include the adjustments that would result if the company was unable to continue as a
goIng concem

Tangible fixed assets

Landlord's fixtures and fittings include removable items, which are generally regarded as within landlord
ownership These are depreciated in accordance with the policy detailed below

Property, plant and equipment assets are carmed at cost or deemed cost less accumulated depreciation and
any recognised impaimnent in value Depreciation 1s provided to wnte off the cost of property, plant and
equipment, less estimated residual values, by equal annual instalments as follows

Freehold and leasehold buldings - 50 years or the Iife of the lease if shorter
Public house fixtures and fittings - 10 years

Motor vehicles - 4years

Office Equipment - 3years

Freehold land 1s not depreciated

Freehold bulldings are depreciated so as to wnte off the difference between their carrying value and residual
value over their useful economic ife of 50 years Residual values are reviewed at least once each financial
year and there 1s no depreciable amount if the residual vatue 1s the same or exceeds the camying value

Impairment of tangible fixed assets

The need for any tangible fixed asset impaiment wnte down 15 assessed by companson of the camying
value of the asset agamnst the higher of its net realisable value and value in use These assessments are
camed out at reporting dates or whenever events or changes in circumstances indicate that their camying
amount may not be recoverable Where the camying value of an asset exceeds s recoverable amount, the
asset 1s wntten down accordingly Impairment charges are included in the operating expenses hine item in
the profit and loss account




GRS Pub Investments Limited

Notes forming part of the financial statements
for the 52 weeks ending 26 December 2010 (Continued)}

Accounting policies (Continued)
Tumover

Tumover is measured at the far value of the consideration received or recevable and represents amounts
recevable for goods and services provided in the normal course of the business, net of discounts and VAT

. Dnink and food sales
Tumover in respect of dnnk and food sales 1s recognised at the point at which the goods are
provided, net of discounts or volume rebates allowed

. Rents recevable
Rents recewvable are recogrised on a straight-lne basis over the lease term
. Machine income

The company's share of net machine Income 15 recognised in the penod to which it relates
Investments
Investments 1n subsidiary undertakings are stated at cost less provision for any drminution in value
Fmnance costs
In accordance with FRS 4, costs of obtairing finance are mitially recognised on the balance sheet and are
s(;?tre';:c: Dz:v:nly over the life of the loan to which they relate  Such items are deducted from the carrying value

Stock

Stock represents pubs held for development and resale and s measured at the lower of cost and net
realisable value

Deferred taxation

Deferred tax balances are recogmised in respect of all timing differences that have onginated but not
reversed by the balance sheet date except that

» defemed tax 15 not recognised on timing differences ansing on revalued properties unless the company
has entered inte a binding sale agreement and s not proposing to take advantage of rollover relief, and

e the recognition of deferred tax assets 1s imited to the extent that the company anucpates to make
sufficient taxable profits in the future to absorb the reversal of the undertying immng differences

Deferred tax balances ansing from underying timing differences in respect of tax allowances on industnal
buildings are reversed if and when all condittons for retaining those allowances have been mel

Deferred tax balances are not discounted




GRS Pub Investments Limited

Notes forming part of the financial statemonts
for the 52 weeks anding 26 December 2010 (Continued)

Turnover

Tumover 1s wholly atinbutable to the pancipa! activities of the company and anses soiely within the United

Kingdom

Directors
No directors recerved any remuneration in the current or previous year

Excluding the directors there were no employees dunng the year

Other income

Other income includes £17,374 (2009 - £28,636) which represents suppher commissions

Operating loss

This has been amved at after charging / (crediting)

Depreciation

Impaimment of property, plant and equipment
Exceptional item relating to debt wawer from parent
Audtt fees

Interest payable and similar charges

Bank loan interest
Amortisation of finance cost

52 weeks 52 weooks
ended ended

26 December 27 December
2010 2009

£'000 £'000

116 134

5,751 29 556
(8,738) -

19 19

52 weeks 52 weeks
Ended ended

26 Decembar 27 December
2010 2009

£000 £'000

2,461 2,458

129 130

2,590 2,588




GRS Pub Investments Limited

Notes forming part of the financial statements
for the 52 weeks ending 26 December 2010 (Continued)

Taxation on loss on ordinary activities

52 weeks 52 weeks
ended ended

26 December 27 December
2010 2009

£000 £000

Current tax
UK corporation tax on loss for the penod - -

The tax assessed for the penod differs frorn the standard rate of corporation tax in the UK The differences
are explained below

52 weeks 52 weeks
ended ended
26 December 27 December
2010 2009
£'000 £000
Profit / (loss) on ordinary actvites befare tax 1,350 {31,092)
Profit / (loss) on ordinary actvities at the standard rate
of corporation tax in the UK of 28% (2009 - 28%) 378 (8,706)
Effects of
Expenses not deductible for tax purposes 1,643 8,313
Tax losses camied forward 426 393
Income not taxable {2 447)

Current tax charge for penod - -

Factors that may affect future tax charges

A potential deferred tax asset of £ 2 1 m in respect of trading loss, has nol been recognised on the grounds
that there 1s insufficcent evidence at the current tme that the asset will be recoverable in the foreseeable
future

The company has estimated losses of £7 5m available for the use against future profits

10




GRS Pub Investments Limited

Notes forming part of the financial statements
for the 52 weeks ending 26 Dacamber 2010 (Continued)

Fixed assets

Property, plant and equipment

Cost

At 28 December 2009
Additions

Transferred to stock
Disposals

At 26 December 2010

Accumulated depreciation
At 28 December 2009
Charge for year

Prowvision for imparment
Disposals

At 26 December 2010

Net book value
At 26 December 2010

Al 27 December 2009

Land and Pub fixtures Motor Office

buildings and fittings vehicles equipment Total
£000 £'000 £'000 £000 £'000
65,310 430 - - 65,740
75 48 31 6 160
(432) - - - (432)
- (40) - - (40)

64,953 438 3 6 65,428
356,510 39 - - 36,549
72 42 3 1 118

5751 - - - 5,751
- (6) - - (6)

42,333 75 3 1 42,412
22620 363 28 5 23,016
28,800 391 - - 29,11

In completing the impairment review a value In use calculation has been performed for each assel by
projecting budgeted performance and resulting cash fiows For the purpose of this calculaton, no
subsequent growth in cash flows has been assumed and a nsk adjusted discount rate of 17% has been
used 1n calculating present value

Subsidlary undertakings

The pnncaiple subsidtary undertaking at the balance sheet date compnses a 100% holding in the ordinary
issued share capital of inn Porfolio, an unimited company incorporated in England and Wales whose
pnncipal activities comprise the operation of pubs etther under lease and tenancy agreements  Inn Portfolio
was domant dunng the penod

11




GRS Pub Investments Limited

Notes forming part of the financial statements
for the 52 woaks ending 26 Decembeor 2010 (Continued}

10 Stock

Land and buildings

At 28 December 2009

Transfers from land and buldings
Planning and development cosis
Disposals

At 26 December 2010

Other

At 26 December 2010

11 Debtors

Trade debtors
Cther debtors
Prepayments and accrued income

12 Creditors amounts falling due within one year

Amounts due to group companies
Trade creditors

Other creditors

Accruals and deferred income
Bank loan

The bank loan 1s secured by a fixed charge over the company's freehold property and bears interest at

floating rates of three month LIBOR plus 1 65%

12

26 December 27 December
2010 2009

£'000 £'000

1,015 1,439

432 350

- M
613) (808)

834 1,015

- 8

834 1,023

26 December 27 December
2010 2009

£'000 £000

1,135 385

216 62

21 132

1,372 579

26 December 27 December
2010 2009

£'000 £'000

38 7,560

865 431

519 421

880 2,742

51,887 49 906
54,189 61,110




GRS Pub Investments Limited

Notes forming part of the financial statements
for the 52 weeks ending 26 December 2010 (Continued)

13

14

15

Share capital

26 December 26 December 27 December 27 December
2010 2010 2009 2009
Allotted, Allotted
called up and called up and
Authonsed fully pard Authonsed fully paid
£000 £'000 £'000 £000
Ordinary shares of £1 each 120,000 13,890 120,000 13,890
26 December 26 Dacember 27 December 27 December
2010 2010 2009 2009
Allotted, Allotted
called up and called up and
Authonsed fully paid Authonsed fully pasd
Number Number Number Number
Ordinary shares of £1 each 120,000 13,890 120,000 13,890
Resorves
Profit
and loss
account
£000
At 28 December 2009 {44,146)
Profit for the penod 1,350
Al 26 December 2010 (42,796}
Reconcillation of movement tn shareholders’ deficit
52 weeks 52 weeks
ended endad
26 December 27 December
2010 2009
£000 £'000
Opening shareholders' (deficit) / funds (30,256) 836
Profit / (loss) for the penod 1,350 {31,092)
Closing shareholders’ deficit {28,9086) {30,256)
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GRS Pub Investments Limited

Notes forming part of the financial statemonts
for the 52 weeks ending 26 December 2010 (Contimued)

18 Related Party Transactions

At 26 December 2010, the following amounts are due from/(to) related parties

26 December 27 Docember

2010 2009

£'000 £000
Farane Limited 101 -
Goldtry Lmited 51 -
InnDeed Nominee 1 Limited 245 -
Pebble Solutions Limited {82) -
Pubfolio Limited 339 -
GRS Pubs Limited (38} -

The related party transactions anse as a result of common directors and relates to trading activity dunng the
year The parent company wawed its debt of £8,737,662 dunng the penod

17 Ultimate controlling party

At 26 December 2010, the company's parent company was London Town Plc which 1s in adrmirustration

14




