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Highlights

@ Since Hotation in1996 underlying profits have more

than trebled.

@ Compaony is stronger in terms of product, people,

partners and opportunities than ever before.

® Average room yield in the 4-star portfolio increased

by 9% to £46.90,

@ Acquisition in April 2001 of Heritage Hotels in a
strategic 50:50 joint venture with Bank of Scotland
for £235m including a 10-year coniract to manage
the portfolio, provides a transformational platform

for substantial revenve and profit growth.

® Guy Crawford, formerly Managing Director of
Heritage Hotels, appointed to main board as
Managing Director of the Group's enlarged

hotels portfolio.

Corporate Calendor

200]

August 10 Annual general meeting
August 10 Payment of final dividend

October 4 Accounting reference date for six
month reporiing period

December Preliminary announcement of results
for six month period ending 4
Ociober 2001

@ £8.5m acquisition in April 2001 of remaining 50%

of Barratt International Resorts Limited, one of the
largest European timeshare owners and operators,
and a business with significant growth potential

in a rapidly developing global industry,

Completion of £1.5million investment in new
accounting and central reservations systems,
providing mechanisms to improve yield and

operating efficiencies across the Group.

Following the Heritage and Barratt acquisitions,
Macdonald Hotels is now the UK's 8th largest hotel
& leisure group, operating 108 hotels and resorts
throughout the UK and Spain with over 7,200
bedrooms and with a combined turnover in excess

of £240m and employing over 6,000 people.

2002

January  Publication of statutory repert for six
month period

February  Annual general meeting
February  Payment of dividend

June Announcement of interim resulls
August Payment of interim dividend

Oclober 3 Financial year end



Locations

OWNED HOTELS WALES 72 Oxford The Eusigale
SCOTLAND 36  Pennal Plas Talgarth 73 Oxford The Randolph
1 Aberdeen Ardoe House 74 Padstow The Metopole
2 Aberfoyle Forest Hills SPAIN 75  Romsey The While Horse
3 East Kilbride Crotherland House 37  Costa del Sol Denalola 76 Sdlisbury The White Hart
4  Grongemouth Inchyra Grange 38  Costa del Sol Leila Playa 77  Staines The Thames lodge
5 Inverurie Thainstone House 39  Costa del Sol Vilacana 78  Stratford The Alvesten Manor
6  Inverurie Pitodrie House 40 Costa del Sol Lo Emila 79 Stratord The Shakespeare
7 Kinloch Rannoch loch Ranncch 80  Stratford The Swan's Nes!
8  Peterhead Walerside Inn HERITAGE HOTELS 81  Ullswater Leeming House
9 Uphall Houstoun House SCOTLAND 82  Winchester The Wessex
41 North Berwick The Marine 83 Windemere The Old England
ENGLAND 42 St Andrews Rusacks 84 Windsor The Castle
10 Accrington Dunkenhalgh 85  Woodstock The Bear
11 Bolton Egerton House ENGLAND 86 Hereford The Green Dragon
12 Bolton lost Drop Village 43 Abington The Upper Reaches 87  Sherborne The Sherborne
13 Bolton Pack Horse 44 Alfriston The Star Inn 88  Worcesler The Gitlard
14 Conterbury County 45 Amershom The Criown
15 Chadderton Bower 46 Ascot The Berystede MANAGED HOTELS
16 Chester Craxton Wood 47  Bonbury Whalely Hafl SCOTLAND
17 Consett Royal Derwent 48 Both The Bath Spa 89 Aberdeen Grampian
18 Coveniry Ansty Hall 49 Bath The Froncis 90  Aviemore Aviemore Highland
19 Hemel Hempstead Bobsleigh Inn 50  Box Hill The Burord Bridge 91 Bathgale Cain
20 Kendal Riverside Hotel 51  Camberley Frimley Hall 92 Edinburgh Hobrood
21 Kenilworth De Monifori 52  Canterbury The Chaucer 93 Edinburgh Roxburghe
22  Lymington Elmers Court 53  Cheltenham The Queen’s
23  Rochdale Noron Gronge 54  Chaster Blossoms Hotel ENGLAND
24  Somleskury Tickled Trout 55  Coveniry Brondon Hall 94 Alnwick White Swan
25  Shifnal Park House 56 Dartmouth The Dart Marina 95  Blackpool Clifion
24 Shrewshury Albrighion Hall 57  Dorking The White Horse 96 Blackpool Savoy
27  Southampton Bollsy Park 58 Dovedale Peveril of the Peck 97  Bolney Hickstead
28 Standish Kihey Court 59  Dunster The Luitrell Arms 98  Burnham Grovefield
29  Telford Buckairee Hall 40  Exeter The Southgate 99  Chesterfield Chesiedield
30  Worrington lymm 41 Foarnham The Bush 100 Derby Royal San
62 Grasmere The Swan 101 Egham Sovill Coun
LEISURE RESORTS 63 Guisborough Gibomugh Hall 102 Grimsby Colloncs
SCOTLAND 64 Helmsley The Black Swan 103 Horrogate Old Swan
31 Aberfoyle Forest Hills 65 Herfingfordbury The White Horse 104 Isle of Man Grand lsland
32 Aviemore Dallaber 66 Kingston Kingsion lodge 105 Oldham Pennine Way
33 Carrbridge Lochanhufly 67 Lavenham The Swan 106 Plymouth Plymouth Grand
34  Kinloch Rannoch Loch Rannoch 68  tincoln The While Honl 107 Tunbridge Walls Wellingion
69  Marlow The Compleat Angler
ENGLAND 70 Mallock Bath The New Bath WALES
35  lymington Elmers Court 71 Mudeford The Avonmouth 108 Uoendudno St George's

Central Reservations 08457 585593

www.macdonaldhotels.co.uk
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Financial Headlines

Performance 2001 2000 Change
Turnover £78.8m £68.5m +15%
PBIT £16.7m £14.4m +16%
EBITDA £21.6m £18.6m +16%
Profit before tax £13.4m £11.8m +13%
Earnings per share 16.85p 1492p +13%
Dividends per share é.5p 6.0p +8%
Underlying Trends
18.35 19.35
14.3
139 ki
128 600 6.5
111 550 ™
Bk | E | % % 2000
PROFIT BEFORE Th FARNINGS PFR SHARE DIVIDENDS PER SHARE
£000 p P

Underlying results are stated prior to implementation of changes in accounting policies during the year lo March 2000
fRS 15 Tangible Fixed Assets and the write off of pre-opening expenses.
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Chairman’s Statement

Summary of Results

Dividends

| am very pleased to report that in the 52 weeks 1o 5 April 2001 the company recorded its 11th consecutive year of
susiained profit growth, It is o testament 1o the consistency and success of our strategy that underlying profits have more

than trebled in the 5 years since our Stock Market Flolation in 199¢.

Turnover increased by 15% in the year to £78.8m. Operating profits also increased by 16% ta £16.7m and profit before
tox increased by 13% to £13.4m.

Afier deducting tax at 25.7% and minority interests, profil afiributable to shareholders increased by 14% 1o £10.1m.
Ecrnings per share increased by 13% 1o 16.85p.

More detailed reviews of the Group's operating and financial perfoimance are incorporled in the Chiel Executive’s

Review on pages 4-13 and Finance Direclors repod on page 14 1o the accourts.

Your Board recommends a final dividend of 4.34p per share which, when added to the interim dividend of 2.16p, gives
a fofal dividend for the year up 8% 1o 6.5p. The final dividend will be paid on the 10 August 2001 1o shareholders on
the register on the 22 June 2001

Heritage Hotels

On 4 April 2001 we announced our infention to establish o 50:50 Joini Veniure with the Bank of Scotland to acquire the
Heritage portlolio of hotels from Compass PIC for £235m. The acquisition completed successfully on 26 April 2001, At
the same time Macdonald Hotels signed a 10 year contract to manage the Heritage hotels on behalf of the Joint Venture.
The 48 Heritoge hotels comprising 3,110 rooms are primarily 4 star properties of distinctive individuol character situated in
strong locations predominantly in the South Easl of England. They combine with our exising holels estate to create an
cutstanding porfiolic of quality assets throughout the UK. I befieve we are now very well postioned to use the scole and

quality of our offering to drive substantial revenue and profit growth acioss the commercial ard leisure sectors of the market.

The process of integrating the business into the Graup is well underway and should be lorgely complete by the end of
Cciober. Our development plans for the business are constantly evolving ond more opportunities arise as we spend
time in the business locking al the holels and meeting the employees.

This acquisifion creates exceplional and transforming opportunities for the Group. | believe we ore now one of the
leading UK Hotel companies by virtue of the quality of our assets, heir eaming potential and also through their scale

and geographical spread.

Barratt International Resorts Limited (Barratt Resorts)

On 2 April 2001 we acquired the remaining 50% of the Barrall Reserts business from Barrati Developmenis PLC for

£8.5m having ccquired our existing 50% share of the business for £2.4m in 1997,

Barratt Resorls is one of the biggest owners and operators of timeshare resorts in Europe. The business comprises &
resorts in the UK and 4 in Spain with 37,000 fimeshare weeks and 200 hotel rooms. The Macdona!d Group has
managed and grown the business successully since 1991 and we are confident we can begin 1o develop it into o major

coniributor to the Group's results in the ysars chead.
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Change to year end

Qur Company hos a March year end. Herilage Hotels has been operafing to a Seplember year end as part of

Compass PLC and Barratt Resorts currently has a June year end.

Your Board has decided to rafionalise the situation and to change the Cempany's year end dale from the end of March
to the end of September. Macdonald Hatels ple will complete a & month accounting period from & April 2001 ending
on 4 Cctober 2001 1o be followed thereafter by 12 month accounting pericds closing al the end of September each
yeor. Barratt Resorts will complete a 15 month period o Seplember 2001 and Herilage & 17 month period from its

acquisition in April to September 2002

The Board of Directors

Staff

I am delighted that the Managing Directar of the Heritage business, Guy Crawlord, has been appointed to the Board
as Managing Direclor of the Group’s hotel division. He has extensive UK and internafional industry experience and |
hove every confidence in his ability to lead the successhul development of the enlarged hotels parifolic which now
comprises 98 properties throughout the UK.

Gerry Smith, previously Operations Director, hos been promoted to Deputy Chief Executive as part of the realignment
of responsibilities following Guy's appoiniment.

On 30 March 2001 Ramon Pajares resigned from the Board. His contribution to our Board was of the highest quality

ond infegrity, and we thark him for his wise counsel.

As we grow the business our employee numbers olso increase. We now employ over 6,000 people in the UK ond in
Spain. We work in an indusiry that survives on its ability to provide the highest levels of customer service seven days o

week, every day of the year and | thank our people for their continuing and impressive commilment 1o that cavse.

Outlook and Prospects

The Heritage and Barralt Rescrls acquisilions are key iniliatives in the long term development of the Group, building upen
our consistently held growth sirategy. The Board is confident in the prospects for each business and in their ability o

substanfially enhance shareholder value in the years ahead.

| am enceouraged by our trading performance in the early stages of this
new financial period and anicipate very fitle impact on our results from
the recent foct and mouth outbreak. These are exciling fimes for cur
Company. We are very well posilioned with excellert pariners, strong
assets and extensive opporlunities. | look forword 1o the futyre with

growing confidence and optimism.

Frank O'Callaghan

Chairman



Left to right: Ardoe
House, Aberdeen;
Loch Rannoch
Hotel, Perthshire;
The Roxburghe
Hotel, Edinburgh.

Annual Report 2001 Macdonald Hotels

Chief Executive's Review

The Chairman’s overview of our results for the year highlighted a
13% improvemeni in profit before tax. This strong performance,
underpinned by a 16% increase in earnings before interest, tax
and depreciation is our 17th consecutive year of growth since the

Company’s inception in 1990C.

Delivering Operating Results

Hotels

Turnover increased by 15% 1o £78.8m in the year - driven by tumover in our owned hotels up 11%, fees from
management confracts up 36% and joint venture sales up 38% in the year. Combining all of our business streams

together we now manage lutnover in excess of £240m,

After obsorbing o subsiontial planned increcse in central execulive costs, operating profils increosed by 16%
Operating margins were mainigined at 21% recognising our consistent control over hotel costs and ability 10 secure

betler supplier terms through the enlarged portfolio’s grealer purchasing power.

Room yields in our 4 star pordolio increased by 9% 1o £47 driven by occupancies up 3% to 5% and overage room
rates up 5% to £72. This growth in vield is ohead of the indusiry average and reflects o more focused approoch 1o
our sales and markefing programmes as well as retums from capital investment, particularly in 1the owned hotels. Room

yields in the owned porffolio of hotels increased by 6% in the vear to £38.



.

Annual Report 2001 Mocdonald Hotels

Resorts

Total revenves per available room (Revpar] increased by 5% to £38k across our 4 star portiolio and by 6% 1o £34k
in the owned hotels. Food and beverage income now accounts for approximately 45% of total revenues and leisure
and beauty another 6% - both are vitol o the overall success of the business and have significant patential for further
growth. We recenlly recruited a Business Development Director whose sole focus is to drive a horder retailbased
commercial edge to our restaurants. Cur 12 leisure and beauty clubs operate as stand alone profit centres each
attracling around 1,000 members whilst also providing excellent facilities to hotel guests. The clubs are performing

well and we plan lo exploit the potential 1o add at least ancther 6 1o our ewned estale.

Barratt Resorls was accounted for os a 50% Joint Venlure unlil 2 Aprit when we ocquired the remaining 50% of the

business as outlined in the Chairman's statement,

Qur share of turnover in the business increased by 38% to £10.9m in the year, underpinned primasily by a substantial
increase in imeshare sales on the back of successful promolianal campaigns and through higher revenues in the resort

hotels. Qur share of operating profits increased by £0.9m to £2.2m in the year.

Villacano.
Andalycia, Spam.
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A creative approach to development

Our areas of monagement expertise go beyond the pure operation of hotels and resorts. We also loke pride in our

ability 1o identify and execute enviable development opportunities.

In 1990 we acquired one of our first hotels, The Mocdonald Ardoe House in Aberdeen, with 17 bediooms, setin 40
acres of land and delivering operating profits of £0.4m. In June 2000 we completed a new wing of 40 bedrcoms.
This was the finol phase of a £6.8m investment which also included a leisure club and conlferencing facilities, added

in 1999. The hotel now has 114 bedicoms and in s first full year following these developments we anlicipate o £1.1m

. or 22% increase in profils.

Ansty Hofl,
Warwickshire;
Ardos House,
Aberdeen.

We have completed a £3.3m development and refurbishment programme ai the Macdonald Ansty Hall Hotel, outside
Coveniry, odding a new bedroom block comprising 39 rooms and new conference and banqueting facilifies. The extended

hotel now has 62 roems and the benefits of the investiment will begin to be realised in the current financial period.

The mojor redevelopment projects ot the Macdonald Crutherland House Hotel and the Mocdenald Craxion Wood Holel
completed in June ond November 1999 have been a success. Both hotels are trading extremely well with the Crutherland,

which has been open longer, delivering a 22% operating return on investment cost in its first fufl 12 month rading period.

In May 2000 we exercised an option lo acquire a 50% holding in The Pitedrie Group located close to Aberdeen,
for only £122k. We have managed the business since 1992 and already had o 15% holding in the Hotel acquired
for £131k in 1996, Our totol invesiment of £253k is against an estimated value of our share of the business of around
£3.0m. We are currently seeking planning consent to develop this unique and piciuresque 27 bedioom hotel ond

estale odding new rooms, leisure facilities and, possibly, limeshare over the next 2 vears.

The 157 bedioom Macdonald Holyrood Hatel in Edinburgh city centre was built in parinership primarily with the Royal
Bank of Scofland and Bank of Scotlond. 1 opened in November 1999 and is rading well. i was pleased thet during
2000 the hotel received the prestigious AA Scoftish Hotel of the Year aword. Previous winners of this coveted award

include the 5 star Edinburgh Sheraton and 5 slar Cameron House at Loch lomend.

ad
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Following the Heritage and Barralt Resorts acquisitions and our current focus on their successful integration into
our business we do not envisage major development work in the immediate future, preferring instead to focus
on refurbishments. The potential cleasly remains however to build at least 700 new bedrooms, & leisure clubs
and additional conference suites within the exisling owned portfolio and we remain committed to doing so in

the years ahead.

Building Partnerships for growth

Since the company’s inception in 1990, its success has been founded on porinerships. There is no belter example of
this than our relotionship with Barratt Developments ple. We monaged their resort business from 1991, acquired a

50% interest in it in 1997 and completed the full acquisition in April 2601

The acquisition of the Heritage Hotels Group from Compass in April 2001 in parinership with the Bank of Scotland

is our largest and strategically most important Joint Yenture to date.

This type of inifiative builds upon an established and successful medel in which Moacdonald Hotels inject o proportion
of equity into debt leveraged vehicles, funded mainly by banks as a means of securing long term management
contracts over new business. This approach allows the Group 1o expand in a way that provides high overall retums

on capilal invesled.

In June 2000 we announced the crealion of a £100m development fund with the Bank of Scotland and Royal Bank

to build 4 star city cenire holels. We are presently pursuing development sites throughout the UK.

At the fime we announced the Herilage acquisiion, we also announced ar early end to our long term conlract to
manage Hand Picked Hotels. This decision was taken withoui compensation to Macdonald Hotels and is effective
from 30 June 2001. Whilst on the surface, the loss of this contract will appear to impact upon our earnings in the year

ahead | am confident thal it will be more thon compensated for by the Heritage and Barrait acquisitions.

The Holyrood,
Edinbyrgh.
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Angler, Morlow;
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The Heritage acquisition

The acquisition of the Heritage Holels business is o kemeadous slep lorward for aur Group. The logic of
the deal is compelling. The 48 hotels are very similar in their quality and character to our own portlolio
and their locations are excellent, with Heritage lilling most of the gaps we had, particularly in the south

of England. -

The business was acquired for £235m af o 22% discount to current independent valuations, £200m was
paid on completion, the remaining £35m is deferred for payment in October 2002, The Joint Venture
Company which made the acquisition is owned 50:50 between the Bank of Scoiland and Mocdonald
Hotels and has total funding available ot £272.5m. This comprises equity and loan stock of £62.5m and

debt funding of £210m, all provided by the Bank of Scotland.

Macdonald Holels has o 10 year management contract to run the Herilage business on behalf of the joint
Venture, for which we will be remunerated through manggement tees calculated as a percentage of hotel

revenves and operating profits,

The Heritage porliolic includes @ number of well known high quality hotels such as The Compleat Angler
ot Marlow, The Berystede at Ascot, The Caslle of Windsor, The Bath Spa, The Bear ot Woodstock, The
Randelph in Oxford and The Rusacks at St Andrews. 46 of the hotels are frechold ar long leasehold with 2

further holels run under manogement centract,

Qver £20m has been spent on the developmen of the hotels aver the last 3 years. This has included the launch of
Retreal conferencing facilities, which are now in piace at 30 hotels, as well as the iniroduction of designer rooms
and the redsfinilion of ground floor areas at 10 hotels. Invesiment has been made in improving bedroom and public

areas across the porffolic and we estimate that over 80% of the bedroom stock is now in good condition.

The hotels generated fofal revenues of £98m in fhe year fo Sepfember 2000 of which 54% was eamed from the
top 15 hotels. Reom yields were around £45 and appreximaiely 60% of all business is derived from the commercial
sector. 74% of sales are booked directly 1o the hotels and the majerity of the remaining 26% comes from the ceniral

reservalions office outside Birmingham.
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Underlying hote! eomings before interest, lox and deprecialion in the yeor to Seplember 2000 were £34.2m. Aftes
absorhing central costs within the portfolio of £4.8m, costs allecated by Compass centrol services of £6.4m and

depreciation of £6.4m, total EBIT was £16.6m.

| am oplimistic aboul the exceptional growth prospects of the business. Most of the hotels are in excellent locations.
They will be marketed alongside our own 4 star properlies ond, togelher, we see real opportunity to increase

oocupancy, foofm rates and yields.

We will look closely at the balance of the portlalio in the months ghead. We will seek 1o add new properlies in

identitied location gops with the funding available to us from the Joint Venture Company.

Cur primary focus will be in driving the business forward in the UK. Expansion opportunities in monagement do exist
in mainland Evrope and prior to cur acquisifion of Heritage they were in advanced discussions 1o form a strategic

soles and marketing allionce with o small, high qualiry hotel group in France.

Both Spa, Both;
Leeming House,
Ultswater.

The process of infegrating the Heritage business inla the Group is ahead of schedule. Over the next 6 months we
will be restructuring the Macdonald and Herilage orgonisations ino one and investing substantially in our
reservalions ond financial infrasiruclure. The Group Head Oflice will remain in Scollond with the Finance lunclion
and Ceniral Reservations. The Hotels Division will be managed from offices recenlly acquired in the South Easl,
close fo london. We expect fo generate substanial savings from the integration and it will leave the overall

organisafion leaner, fiter and sironger than al any point in iis history.

I am very plecsed thot key executives in the Hertoge business, including Guy Crawford, have agreed 1o stay with

us to continue the solid progress made in growing the business over the last 3 yeors.
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Barratt International Resorts

Barralt Resorts is now a 100% subsidiary following our acquisition of the remaining 50% of the business from Barratt
Developments PLC on 2 April 2001. We paid £1.2m on completion with the baiance due in wo equal instalments of
£3.65m each, payable in June and December 2001, The acquisition is being funded thicugh new borowing facilities

s set out in the Finance Director’s report on page 14.

Villicona,
Andolucia, $pain.

Barratt Resorls is a 4 sior fimeshare business operating in an industry that has experienced ropid growik over the last
20 years. There are now over 5,000 resarts worldwide and the most popular destinations are the USA, mainlond
Europe and the UK. Global revenues are estimaled ot over £4bn per annum and are projecied to grow af more than
10% per anrum for the foreseeable fulure. The potential of the indusiry is enormaus and it is no surprise thol most of
the major internalional hotel companies hove entered the market loaking lo share in its overall growth and to explof

the opporturily fo cross sell between hotels ond resorts.

We have managed the Barrati Resorl business since 1991 and have an in depth understanding of its operations s
well os the crifical factors in fis long term success. In the year lo 5 April 2001 Barralt Resorts generated turnover of

£21.8m, EBIT of £4.4m and had net assets of £17.1m relative 1o our fotal acquisition cost for the business of £10:9m.
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The business comprises 10 resorts, all which have limeshare developments and 3 of which hove holels. Four of
the resorts are localed in mainland Spain on the Costa del Sol and the remaining resorts and hotels are in the
UK. Revenues are captured principally from timeshare sales and rentals [35%], provision of resort management

services (9%) and hotels {38%).

We currently have 745 fimeshare aparimenis equaling to approximately 37,000 timeshare weeks. 95% of these
weeks have already been sold leaving only 2,000 io sell. The resorts, however, siill have substantial development

opportunity and we estimate that another 80 apariments or 4,000 weeks con be built and sold on existing land.

At our Mijas joint venture in Spain another 2 phases of development opportunity exist, potentially adding 34

new apartments and 1,700 weeks for sale in oddition 1o the 400 new weeks which have just been completed.

Al Dalfaber in Aviemore we plan to build onother & apartments this year generaling arcund 300 weeks for
sale. We clso have delailed planning consents 1o build on 18 hole golf course and 120 bedroom hotel at
the site bul will only progress this development once there is clarity around the overall development pians

for Aviemore.

We are alse looking selectively at our existing hotels portfolio and believe that substantial opportunity exists in
specific locations to add timeshare developments 1o them. Additionally, we will seek to acquire new resorts
probably as joint ventures in the UK ond in mainland Evrope and nitial discussions are already underway with

a potenfial pariner.

toch Rannoch,
Perthshire.
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Making effective use of Technology

There has been more progress made this yeor in introducirg new technology to the Company than ever before in our
history. The industry lkeading Micros Opera Cenlral Reservalion System is now installed of our Ceniral Reservations
Office. It 1s operating effectively and wili be rofled out 1o our hotels over the next 3 months, We should then start 1o see

subslanfial incremental revenue growth from this initictive.
A new loyalty ¢lub system has been introduced and is now efliciently supporting 6,600 club members.

To complement these iniiatives on the cost and efficiency side, our financial systems have been upgraded and are now
being supported by the development and introduction of @ new business repariing package which will be aperational

shorlly. These inftialives have been managed by our own in house leam and executed on fime and budge.

Investing in People

Prospects

I made # clear at this fime lost year that we were in the process of strengthening ocur management team fo drive and
contrel the expansion of the business and to intioduce fresh perspective and ideas to complement the experience
already in the Group. Over the course of the lost 18 months we have recruited 7 highly experienced executives into

the business who have dready made substantial impact within their relative disciplines.

Following the acquisilion of Heritage and Barratt Resorts we now employ over 6,000 employees and they are the key
to our continued success. We are commitied to trairing and development at all levels in the organisation and | am sure

this will result in increased sales, higher customer satisiaction and higher staft retention.

| believe we have an interesting period of growth ahead. The existing business will continue to generate good organic
sales growih following recent invesiment in people, technology and fabric. In the first 8 weeks of the new finencial

pericd room yields have increased by 7% across the porifolio,

These encouraging signs are supported by our invesiments in the
acquisiion of the Hertage and Banat Resorls businesses both of

which we expect 1 enhance shareholder value.

Donald | Macdonald
Chief Execufive

8 june 2001
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Finance Director’'s Report

The Chief Executive’s Review of the yeor sets oui the key

drivers of the operating performance of the businass.

PROFIT

Earnings before interest and tax [EBIT) increased by 16% in the
pedod fo £16.7m. Inferest charges increased by £0.7m or 28% to
£3.3m reflecting £35m of capital and other invesiment spend over
the last 2 years and its impact on Group debts which finished the
year up £6.4m al £574m,

The increase in interest costs against EBIT left prohil betore tax up
13% at £13.4m. The Group tax charge af £3.2m is at an effective
rate of 25.7% reflecting the continued benefit of accelerated capital
allowances on capital expenditure.

Profit oftiibutable to shareholders improved by 14% and, aber a
proposed increase in dividends of 8% per share, retained profits for

the yeor increased by 19% 1o £6.2m.

BALANCE SHEEY AND CASH FLOW

Net assefs increased by 12% to £8%.6m, The year end position
included the Barrah Resorts balance sheet acquired on 2 April
2001, comprising net assets of £17.1m. Year end gearing at 64%
was in line with the prior year bul as we have stated before, these
percentages are based on fixed assets stated at 1996 valuations
- gearing based on the Direclors valuation of the assets is closer

to 40%.

Debt funding increased by £6.4m in the year to £574m. The

increase comprises.

£m
Operating cash inflows 18.6
Interest, tax and dividends paid {9.4)
Capital expenditure net of disposals (10.5)
Investment in Barrgit Resorts [1.3)
Loans and loon repayments 2.7}
Other cash ouiflows {1.1}

Operaling cash inflows increased by 25% to £18.6m driven by
o 16% or £2.3m increase in opercting profil belore interest,
higher depreciation of £0.7m and an increase in working
capital of £0.7m.

Capital expendiiure in the yeor includes the completion of major
redevelopment projects ai Macdonald Ardoe House [£1.7m) and
Macdonold Ansty Hall {£2 5m), plus investments in IT [£1 5m}

mairly on new ceniral reservalion systems.

The tolal cost of the investment in the remoining 50% of the Barratt
business is £8.5m of which £1.2m was paid at completion on
2 April 2001,

loans and repayments comprise mainly the repayment of
intercompany funding lo Barratli Developments PLC on our
acquisifion of the business {£1.6m) and loans advanced to the
Employee Share Ownership Plan [ESOP) during the year [£0.8m)
to ollow it to acquire shores on the open market to fund new share

option issues.

DEBT FUNDING

Since the year end the Company’s debt funding has been
restructured to finance the acquisition of the Hertage and Barrott
Resorts businesses and fo provide headroom for on going
operations. Funding faciliies hove been increased to £106m, all

provided by the Bank of Scofland and comprising:

Term loan facilities £70m
Multi option facifity £1ém
Revolving credit facilities £20m

The term loan facilities are siuctured in thiee tranches at interest
rotes between 0.9% and 2.5% over Libor. The mulii option focility is

ot 1.0% over libor and the revolving credit facility ot 0.9% over Libor,

HERITAGE ACQUISITION

On completion of the Herilage acquisiion on 26 April,
Macdonald Hotels injected £2.5m equity and £28.75m of loan
stock into the 50:50 Jeint Venture Company established with the
Bank of Scollond. The loan stock atiracts interest ol 5% over base.
Debt financing in the Joint Venture Company fotalling £210m is non

recourse o Macdonald Hotels plc.

ACCOUNTING
Barrall Resorfs has been accounted for as o subsidiory since 2
April 2001. Our 50% share of the Herlage business will be

accounted for as a Joint Venture in accordance with FRS 9.

§8 Christie

Finance Directar
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The directors present their report and the Group financial stalements of Macdonold Hotels ple for the year ended 5 April 2001

REVIEW OF BUSINESS

The principal activities of the Group are the operation and monagement of hotels and leisure resorts. A review of the business during the year,
including information on the Group’s development and operations and the direciors’ opinion on fulure developments and prospects, is included in

the Chairman’s Siatement and Chief Executive's Review.

RESULTS

The results of the Group for the year are shown in the financial headlines at the from of this report and in detail in the Group Profil and Loss Account

on page 22.

DIVIDENDS

- . A final dividend of 4.34p (2000 : 4.00p} net per share is proposed for payment on 10 August 2001 making a 1otal for the year of 6.50p (2000:
6.00p) net per share.

DIRECTORS

The direciors of the Company, who held office throughou the year, are shown on page 15. R Pajares resigned fom the Boord on 30 March 2003,
D] Macdonald, GH Smith and F C'Callaghan retire by rotation and offer themselves for re-election ot the Annual General Meeting.

DIRECTORS INTERESTS IN SHARES

The directors’ beneficial interests in the shares and rights to subscribe for shares of the Company are sef out in Note 21 to the financiol

slatements on pages 37 and 38.

DIRECTORS' INTERESTS IN CONTRACTS

No director is, or was during the financial year, materially interested in any contract of significance in relafion to the Group's business.

@ AR CAPITAL
Movemenis in share capital are sel out in Note 20 to the financial statements on page 37

In accordance with the existing general avthority to allot shores conferred by resolution 7 of the Annual General Meeting of the
Company held on 6 August 1996 the Company is empowered to allot equity securities. This general authority expires on 5 August
2001 and an erdinary resolution will therefore be proposed at the Annual General Meeting os set out in resolution 8 of the Notice

of the Annual General Meeting to give the directors general cuthority to allot shares.

The Board has no present intention of issuing any part of the unissued share capital except pursuant to the exercise of options under
employee share schemes or on the exercise by Uberior Trading Limiled, a subsidiary of the Bank of Scolland, of the option granted

10 it to subscribe for 3,005,137 odinary shares in the capital of the Company.

A special resolution will be proposed at the Annual General Meeting as set out in resolution @ of the Notice of Annual General
Meeting to give the directors authority to allot equity securities either wholly for cosh without first offering them to existing
shareholders in proportion 1o their shareholdings or in connection with a rights issue. The resolution which replaces an authority given
al the last Annyal General Meeting will limit the value of equily securities which moy be so issued by the direclors to on aggregate
nominal omount not exceeding 3,006,240 at a nominal value of £150,312, represeniing approximately five per cenl of the existing

share capital.



SUBSTANTIAL SHAREHOLDINGS

Al the date of this report the company has been notified or was aware of the following inferests, other than directors” inferests, in three per cent or

more of the issued share copital of the Company:

Number of Shores %
Aegon AM [UK) 4,253,000 71
Standard Life Assurance Company 3,889,126 6.5
Clerical Medica! 3,426,000 57
Edinburgh Fund Managers 3,201,000 55
AXA 1M [UK) 2837706 47
Scotlish Widows Group 2,281,639 38
Abbey National Asset Management 2067916 34

CREDITOR PAYMENT POLICY

It is the Group'’s policy, as far as practicoble ond excluding instances of dispule concering price, delivery or quality, to pay its suppliers within
agreed terms, At 5 April 2001, 32 days average purchases were outstanding (2000 : 36 days).

EMPLOYEES

The Group has maintained its policy of communicating and consuling with employees on matlers of concern 1o them and providing information in
parficular on the financial and economic faclors offecting the performance of the Group. Fair and equal consideration is given 1o the recruilment
and career development of il employees, including disabled persons whether or not they become disabled while in the Compary's employment,

and to the provision of training and ather assistance where necessary and practicable.

CHARITABLE AND POUTICAL CONTRIBUTIONS

During the year the Group made charitable donations tolalling £30,000 (2000 : £6,000). No donafions were given for political purposes.

ANNUAL GENERAL MEETING

The Notice convening the Annual General Meeling 1o be held on Friday 10 August 2001 at 11emin the Crutherland House Hotel, Strathaven Road,
East Kilbride is set cut on page 42. Al the Annual Generat Meeting, o resolution will be proposed as special business 1o renew the partial dis
application of preemption rights. The direclors believe that the limited power provided by this resolufion will provide a desiable degree of flexibility,

AUDITORS

KPMG Audit Plc have expressed their willingness to remain in office and o resolution to re-appeint them will be proposed at the Annual
General Meefing.

By order of the Board

SR Goons ftinr

RG Fraser // '

Company Secretary

8 june 200!



The Group's remuneralion commitiee is chaired by ADM MacDonaid and its other members are F O'Callaghan, JAM Orr and CA Macleod. All the

remuneration committee members are non-executive directors.

REMUNERATION OF EXECUTIVE DIRECTORS

in delermining the remunerstion policy in respect of the executive directors, the remuneralion commillee has taken cognisance of the provisions in
Secfion 1, part B of the Combined Code. The committee determines the terms of employment, service contracts, and all elements of remuneralion
of the executive directors, and is responsible for approving the grant of share opfions or pedormance incenives to execulive directors and other
employees of the Group. Basic salories of executive directors are set af a level which ensures the Group remains competitive in the relevant
employment market. There is o performance related incentive scheme under which D) Macdonald, GH Smith, 55 Christie and JG Busby may eamn
a bonus of up to 30 per cent of bosic solary depending on the extent 1o which eamings per share out-perform the Retail Price Index. |A lerche has
an incentive scheme under which he may earn a bonus of up to 30 per cent of basic salary depending on the performance of the hotels under his
control, Benefits for executive directors cover health and life assurance, and the provision of a fully expensed Company car.

Full details of directors' remuneration are sel out in note 5 on poge 29.

‘SHARE OPTIONS

The Group's policy is o encourage and motivate all levels of management and staft through the seleciive use of share options. Options over

873,377 shares were granted to the Group's execulive direciors in the year ended 5 Aprl 2001.

SERVICE CONTRACTS

D] Macdonald, GH Smith, |G Busby, JA Lerche and $S Christie have service contracts with the Company which are terminable on twelve months
notice. Non-executive directors do not have service contracts and do not pericipate in any incentive schemes. The remuneration of the non-executive

directors is determined by the Board.

DIRECTORS' INTERESTS

The interests of the direciors in the shares of the Compony at 5 April 2001 and 2 April 2000 are set out in the lable in note 21 on pages 37
and 38.

The share options held by the directors ot 5 April 2001 are also included in the table in nole 21 on pages 37 end 38.

-

CORPORATE INFORMATION

Company Secretary Principal Bankers

R. Gordon Froser Bank of Scoltand ple
Company Number Solicitors

SC125204 Stephenson Harwood
Auditors Registrars

KPMG Audit Plc Computershore Services plc
Registered Office Stockbrokers

Whiteside House Cazenove & Co,

Bathgale

West Lothian

EHA8 2RX
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The Board of the Company is commitied to high standards of corporate governance, for which it is accountable to shareholders. In June 1998, the Commitiee

on Corporate Governance pubiished the Principles of Good Govemance and Code of Best Practice {the Combined Code) which was agreed in final form
in July 1998 by the London Stock Exchange and incorporated into the Listing rules.

STATEMENT BY THE DIRECTORS ON COMPHANCE WITH THE PROVISIONS OF THE COMBINED CODE

During the course of the year, the directors put in place procedures to ensure that the Company fully complied wilh Tumbull guidance on internal
contrals, and with this exception the Company has been in lull compliance with the provisions sel out in Section 1 of the Combined Code throughout

the year.

THE BOARD

The Board curently comprises on independent non-executive Chairman, Chief Execulive, five other executive directors and three other independent
nonexecufive direclors. Biographical details of each director appear on page 15. The Board meets monthly. There is o recognilion at Board level
of matters speciically reserved 1o the Board for decision, and this includes the determination of overall Group stralegy, the approval of acquisitions,
disposals and major capital expenditure and other significant matters. 1t reviews the Group's annual budgets and monitors progress against them

at each meefing. The Board also delegates specific aspects of the Group’s affairs lo committees and to the executive directors, as noted below,

All directors have access o the advice and services of the Company Secretary. Board papers are distributed by the Company Secrelary 1o all

directors in advance of Board meetings. Direclors moy seek external professional advice on matters relating lo the Company af ils expense.

R Pojares resigned from the Board, on 30 March 2001, Guy Crawford was appointed 1o the Board on 21 May 2001. Brendon Gillespie resigned
as Company Secrelary, and Gordon Fraser wos appointed as Compary Secretary on 20 April 2001,

In order lo ensure compliance with the Combined Code, directors are required to submit themselves for re-election at least every three years.

REMUMNERATION COMMITTEE REPORT

The remunerafion committee comprises all the nonexecutive direciors under the chairmanship of ADM MacDonald and meets ot least once a year.

The commitiee determines the terms of employmeni, service contracts and all elements of remuneration of the executive directors and is responsible

for approving the granting of shore cptions or perormance incenlives to execulive directors and cther employees of the Group.

The views of the Chief Executive are sought when considering the remuneration of the other executive directors. The remuneration of the non-executive

direciors is defermined by the Board.

Further details of the Company's policies on remuneration are conlained in the Repor on Directors’ Remuneration on page 18.

AUDIT COMMITTEE

The audit committee, which is choired by CA Macleod, comprises all the non-executive directors and meets o least three fimes a year. Meetings
are also attended, by invitalion, by the Chief Executive, the Finance Director and the Head of Internal Audit.

The audit commitiee meets ta review the half year ond full year results and the Anrual Report. It also reviews the cppropriateness and effectiveness
of the Group’s internal controls, policies and procedures through review of the internal cudit function. The external auditors are given the oppertunity
to speak confidentially fo the non-executive directors.

RELATIONS WITH SHAREHOLDERS

The Board uses the Annual General Meefing to communicate with privale and insfituional investors ond welcomes their participation. Details
of resolufions 1o be proposed of the Annual General Meeting on 10 August 2001 con be found in the Notice of Annual Generol Meeting on

page 42.

There is regular dialogue with institutional shareholders including presentations after the Company’s half year and preliminary announcement

of the year end results,



INTERNAL FINANCIAL CONTROL

The directors are responsible for the Group's system of intemal financial control and for reviewing its effeciveness. This sysiem is designed to provide reasonable

but not absolute assurcnce cgainst maleriol misstatement or loss and to manage rather than eliminate: the risk of failure to achieve business chjectives.

The Combined Code infreduced a requirement that the directors review the effectiveness of the Group's system of internal controls. This extended the

requirement in respect of intermal financial controls to cover all controls including: financial, operaticnal, compliance and risk management,

Guidonce for directors Internal Conirol: Guidance for Direciors on the Combired Code (the Tumbuli guidance} was published in September 1999
In accordance with that guidance, procedures were put in glace during the course of the yeor to identify, evaluale and manoge the significant risks
fuced by the Group.

The directors have reviewed the efeciiveness of the Group's system of intlernal controls. In carrying out this review, the directors have regard o those

contiols which in their judgement are appropriate 1o the Group's business and to the relative costs and benefits of implementing specific controls.

The key elements of the Group's system of internal controls are as follows:

e Financical reporiing - there is o comprehensive budgeting system with an onnual budget approved by the directors. Actual results are repored
morihly against budget and revised forecasts fo the year end are regulorly prepared;

& Conlrol eavironment - operdling and financial conlrols and procedures which operafing units cre required to follow include oppropriate
authorisation limits and segregation of duties;

#  Risk identification - Group management are responsible for the identification and evaludiion of key risks applicable 1o their crea of business.
These risks ore assessed on a regular basis and may be associated with o variety of internol ond external sources including conirel breakdowns,

competition and reguialory requirements;

e Invesiment appraisal - the Group has clearly defined invesiment criteria and guidelines for capital expendilure. These include detailed appraisal
and review procedures and levels of authority;
€& Monitoring and corrective action - there are clear ond consistent procedures in place for monitoring the system of controls. The avdit commitiee meets at

least three times per annum ond, within iis remil, reviews the eflectivensss of the Group’s sysiem of inferal controls. In addition, the Group has an infernal

audt depariment, which condudis routine and unannounced reviews of the operation of controls and reports to management and to the oudit commitee.

GOING CONCERN

After making due enquiries the directors have a reasonable expectation that the Group has adequate rescurces 1o continue in operalional

existence for the foreseeable future. For this reason, they continue to adopt the going concern basis in preparing the financial siatements.

Directors’ Responsibiliiies in Respeet of Financial Stafements s
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Company law requires the directors to prepare financiol statements for each finoncial year which give o frue and fair view of the stale of affairs of the

Company and the Group and of the profit or loss for that period. In preparing these financial statements the directors are required to:

@ select suitable accounling policies and apply them consistently;
& make judgements and estimates that are reasorable and prudent;

& state whether applicable accounting standards have been followed, subject 1o any material departures disclosed and exploined in the
financial statements;

® prepare the finandal stalements on the going concem basis unless it is inappropriate to presume that the Group will confinue in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy ol any time the financial position

of the Company and which enable them to ensure that the firancial statements comply with the Companies Act 1985, They have general

responsibility for taking such steps as are reasonably open to them fo safeguard the assets of the Group ond to prevent and detect froud ond

other irregularities.



REPORT OF THE AUDITORS TO THE MEMBERS OF MACDONALD HOTELS PLC

We have cudited the financial statements on pages 22 to 41.

RESPECTIVE RESPONSIBILTIES OF DIRECTORS AND AUBITORS

The directors are responsible for preparing the Annval Reporl. As described on page 20 this includes responsibility for preparing the
financial statements in accordance with opplicable United Kingdom low and accounting stenderds. Our respensibililies, as independent
cuditors, are eslablished by statule, the Audiling Practices Board, the lisling Rules of the Financicl Seevices Authority, and by our

profession’s ethical guidance.

We report o you our opinion as 1o whether the financial statements give a true and fair view ond are properly prepared in accordance
with the Companies Acl. We also report to vou i, in our opinion, the Directors' Report is nol consislent with the financiol statements, if the
Compony has not kept propes accounting records, if we have not received oll the information and explanations we require for our audit,

or it infermation specified by law or the listing Rules regarding directors’ remuneration and transactions with the Group is not disclosed.

We review whether the statement on pages 19 and 20 reflects the Company’s compliance with the seven provisions of the Combined
Code specified for our review by the Financial Services Authority, and we report #f it does not. We are not required to consider whether
the Board's siatement on intemal confrol covers all risks and controls or form an opinion on the effectiveness of the Group's corporate

governance procedures of its risk and control procedures,

We read the other information contoined in the Annual Report, including the corporate governance statement, and consider whether it is
consistent with the audited financiol statements. We consider the implications for our report if we become aware of any apparent

missiatements or molerial inconsistencies with the financial slatements,

BASIS OF AUDIT OPINION

We conducied our audit in occordance with the Auditing Standards issued by the Auditing Practices Board.  An audit includes
examination, on o test basis, of evidence relevant to the amounts and disclosures in the financial statements. It also includes an assessment
of the significant estimates and judgemenis made by the directors in the preparation of the financial slatements, and of whether the

accounting policies are appropriate to the Group's citcumsiances, consistently applied and adequately disclosed.

We planned and performed our audit so as to obtain all the information and explanations which we considered necessary in order
to provide us with sufficient evidence to give reasonable assurance that the financiol statements are free from moterial misstatement,
whether coused by froud or other irregularity or errar.  In forming our opinion we also evaluated the overall adequacy of the

presentation of infformation in the financial statements.

OPINION

In cur opinion the financial statements give a true and fair view of the state of affairs of the Company and the Group as of
5 April 2001 ond of the profit of the Group for the year then ended ond hove been properly prepared in accordance with the
Companies Act 1985,

(M, L,

KPMG Audit Plc

Chartered Accountants 24 Blythswood Square
Registered Auditor Glasgow G2 4Q15
8 June 2001

21
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FOR THE YEAR {52 WEEKS) ENDED 5 APRIL 2001

2001 2000
Note £000 £000
Turnover : Group and share of joint venture 1 78,790 68,521
Less : Share of joint venture {10,890} (7877)
Group lurnover 67,900 60,644
Cost ol sales {51,814) {46,375)
Gross profit 16,086 14,2069
Adminigirative expenses (1,646) (1,163}
Operating profit 14,440 13,106
Share of operating profit of jcint venture 2,245 1,311
Profit on ordinary activities before interest 1 16,685 14,417
Interest payable 2 {3,309) {2,584)
Profit on ordinary activities before toxation 3 13,376 11,833
Taxation 6 (3,244) {3,009
Profit on ordimary activities after taxation 10,132 8,824
Minority inferests {53} -
Profit abiributable to sharsholders 10,079 8,824
Dividends - equity 7 {3,872) (3,608}
Retained profit for the year 6,207 5216
P P
Earnings per share - basic 8 16.85 1492
Eoarnings per share - diluted 8 16.82 14.81
Dividends per shore 7 6.50 .00

The resulls of the current and previous years all derive from conlinuing operalions.

There is no material difference between the retained profit for the year stoted above and its historical cost equivalent.



AS AT 5 APRIL 2G01, AND 2 APRIL 2000

Group Company
200 2000 200 2000
Note £000 £000 2000 £000
Fixed assets
Tongible fixed assets 9 156,628 126,228 57 15
Investment in joint venture
Share of gross assets - Q012
Share of gross liabilities - 16,056)
- 2,956 - 1,522
Investrment in own shares 813 - 813 -
Other investmenis 3,000 5,576 22,899 14,373
Share of net assets of associates 1,431 865 1,431 865
Total investments 10 5,244 9,397 25,143 16,760
161,872 135,625 25,200 14,875
Current ossets
Stocks 1 2,708 26 - -
Debtors 12 11,983 10,124 107,226 100,868
Cash and short term deposits ?8 &7 - -
14,789 11,107 107,226 100,868
Creditors : Due within cne year 13 (44,519) {24,551) {45,845) (23,598)
Net current {liabilities) assets {29,730} {13.444) 61,381 77270
Tolal assets less current liabilities 132,142 122,181 84,581 94,145
Creditors : Due after more than one year 14 ({39,700) (32,800) (38,700) {38,700)
Previsions for liabilities and charges 16 (2,575) (2,053) 69 37
Minority nterest {244) - - -
Net assets 89,623 80,328 47,950 55,482
Capiral and reserves
Called up share capiial 20 3,006 3,005 3,006 3,005
Share premium account 23 27,366 27,343 27,346 27343
Revalyation reserve 23 25,059 21,665 - -
Profil and loss account 23 34,92 27985 17,578 25134
Equity shareholders’ funds 89,623 80,328 47,950 55,482
Appraved by the Board on 8 june 2001 and signed on its behalf by
D ) Mpcdonald = S § Christie

Director

Direclor /‘% ‘C % .
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FOR THE YEAR (52 WEEKS] ENDED 5 APRIL 2001

2001 2000
£000 £000 £000 £000

Net cash inflow from operafing activities {note 24 (1}) 18,584 14910
Net cash oviflow from returns on investments and servicing of finance

Interes! poid (3,568} {2,712
Taxation

Corporation tax paid (2,215) [2,2¢8)
Capital expenditure and financial investments

Purchase of tengible fixed assets {10,638) {17.586)

Disposal of tangible fixed assets 99 187
Net cash ouflow from capital expenditure and financial investments {10,539) [17,399)
Acquisitions and disposals

Purchase of subsidiary undertakings {1,322}

Owerdratfts acquired with subsidiary undertakings {736) -

Repayment/linvesimeni] in joint veniure 574 13,011}

Investment in associated undertokings and other investments (390) {3,000
MNet cash outflow from acquisitions and disposals {1,874) {&0n)
Equity dividends paid (3,696) 3,357)
Cash outflow before financing {3,306) {16,867)
Financing

Share issue 24 3,161

Receipt of loans - 6,300

Loan to ESOP trust (813} -

Repayment of loans {1,886) (100}
Net cash [outflow]/inflow from financing {2,675) 2,361
Decrense in cash in the year {note 24 (2)) (5,981} {7.5006)




FOR THE YEAR [52 WEEKS} ENDED 5 APRIL 2001

2001 2000

£000 £000

Profit for the financial year and tolal recognised gains and losses relating to the year 10,07% 8824
Revalyation of own share of icint venture of time of acquisition of remaining 50% 3,064 -
Prior yeor adiustments - {3,000}
Total gains and losses recognised since last annual report 13,143 5,824

Group Reconciliotion of Mavements sn Shareholders’ Funds

FOR THE YEAR (52 WEEKS) ENDED 5 APRIL 2001

2001 2000

£000 €000

Profit attributable to sharehoiders 10,079 8,824
Dividends (3,872) [3,608)
Retained profit for the year 6,207 5216
Share issue 24 3,161
Revaluation of own share of joint veniure at time of ccquisifion of remaining 50% 3,084 -
Net increase in shareholders' funds 9,295 8377
Cpening shareholders' funds 80,328 71,951
Closing shareholders' funds 89,623 80,328




BASIS OF PREPARATION

The finoncial statements have been prepared in accordance with opplicable UK accounling standards and under historical cost accounting
rules, modified to include the reveluation of certain land and buildings. The finarcial statements have been prepared for the 52 weeks ended
5 April 2001 {2000 : 53 week pericd ended 2 April 2000).

BASIS OF CONSOLIDATION

“@

The Greup financial statements consolidale the financial statements of the Company and all its subsidiary undertakings made up 1o
5 April 2001, No profit and loss account is presented for Macdonald Hoetels ple as permitied by Section 230 of the Companies
Act 1985, Unless otherwise siaied, the acquisition method of accounting is used 1o consclidate the results of subsidiary undertakings
acquired during a financial period. The Group's share of the results and net assets of ifs joint venture ond associate undertakings are
included in the consolidated profit and foss account and balance sheet under the equity method of accounting. The recently acquired
subsidiary [previously a joint veniure), Barratl International Resorts Lid {"Barrat Resorts”], has an end of June year end. The Group's

share of the resulis of this subsidiary is based on reliable managemeni accounts to the end of March.

GOODWILL

Prior to 29 March 1998, goodwill relating to the acquisifion of shares in subsidiary underiakings, being the excess of the tair value of the
purchase corsiderotion over the fair value atiributed to the underlying net assets al the date of acquisition, was writien off against reserves
in the financial period in which it arose. In the event of a subsequent disposal of the businesses 1o which it relates, a charge or credit to the
profit and loss account in respect of such goodwill would arise. Positive goodwill arising on acquisitions since March 1998 is capilalised,

classified as an gsset in the balance sheet and amertised in accordance with FRS 10.

FIXED ASSETS AND DEPRECIATION
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{a) land and buildings

The Group's hotel properties were valued in February 1996 on the basis of existing use os fully equipped operational entities having
regard 1o their trading potential. On adoption of FRS 15, the Group followed the transitional provisions to relain the net book value of

land and buildings, which were revolued in 1996 but not to adopt a policy of revaluation in the future.
{b] Depreciation

Depreciation is provided Io write the assels down fo their estimated residual value by equol insialments over their eslimaled useful economic lives

as follows:
Land not deprecicted
Freehold hote! properties 50 years
Building surtcces 10-30 years
Office premises 50 years
Fumniture, filtings and fixtures 4-10 years
Mator vehicles 4 years
Information technology equipment 4 years

Any impairment in the value of hotel properties is charged 1o the profit and loss account or statement of total recognised goins or losses, os

appropriate, in the financial year in which it arises.

Investments are stoted at cost less any necessary provision for diminution in value, Other fixed assets are siated at cost.



INTEREST

interest charges incurred in the acquisition, construction or redevelopment of trading units are capitalised up to the point of

practical completion.

OPERATING LEASES

Operating lease rental charges are charged to the profit and loss account on a straight line basis over the period of the leqse.

TAXATION

The chorge for taxation s based on the profits for the year and 1okes into account taxalion deterred by timing differences between
the treaiment of certain items for taxation and accounting purposes. Provision is made for deferred tax only to the extent that i

is probable thot an actual liability will crystallise.

STOCKS

Stocks are stated at the lower of net realisable value and cost.

PENSION COSTS

The Group operates a defined contribution pension scheme. Contributions are charged ogainst the profit and loss account

as incurred.

EMPLOYEE SHARE OWINERSHIP PLAN TRUST

The Company established an Employee Share Ownership Plan ("ESCP"] to promeie ownership of ordinary shares among certain
employees of the Company. Shares are held in trust until such time as they may be transterred 1o employees in accordance with
the terms of the scheme (dividends on these shares have been waived by the trustees). These shares are shown as fixed asset
investments for accounling purposes in accordance with FRS 5 and UITF Abstract 13. A1 5 April 2001 the trust held a total of
560,000 shares of 5p each represeating 0.9% of the colled up share capital.

DERIVATIVE INSTRUMENTS

Where inlerest rote caps and collars are used to monage inferest rale exposure, interest is charged fo the profit and loss account
over the lives of the instruments ond bosed on their contracted rates together with the cost of the instrument. These instruments

are not revalued to fair value or shown on the balance sheet ot the year end.
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SEGMENTAL ANALYSIS

Turnover Profit befors Interast
2001 2000 2001 2000
£000 £000 £000 £00C
Owned hotels 63,451 57382 12,938 12,004
Management contracts 4,449 3,262 1,502 1,102
Share of joint venture 10,890 7877 2,245 1,311
78,790 68,521 14,685 14,417

Turnover represents the invoiced value of sales excluding value added tax. Tumover originated both in the United Kingdom and in Spain.

The net assets of the Group are located in the United Kingdom and Spain. The net assels atiributabie to the management contracts business

are nol mederiol.

INTEREST PAYABLE
200 2000
£000 £000
On bank borrowings 3,270 2,748
Capilalised (47) 1199)
Group inferest charged 3,223 2,549
Share of joint verture's interest 84 35
3,309 2,584
PROFIT CN ORDINARY ACTIVITIES BEFORE TAXATION
2001 2000
£000 £000
Profit on ordinary activilies before laxation is staled alter charging:
Depreciotion 4,881 4,219
Operaling lease rentals - plant and machinery 27 40
- property 43 59
Less / [gain) on sale of tangible fixed ossets 18 1
Aydiiors' remuneration - cudit services 56 54
Other fees paid to the cuditors and their associates 52 35

The parent Company cudil fee was £13,000 (2000:£13,000}



EMPLOYEES

2000 2000
£000 £000
Wages and salaries 30,066 26,459
Social security costs 2,155 1,768
Other pension cosls {note 18) 401 242
32,622 28,469
Of which recharged under management contracts (9,404) (7.449)
23,216 21,020
The average number of employees during the year was:-
Owned hotels 1,844 1,858
Management contracts 413 519
2,457 2,377
DIRECTORS' REMUNERATION
PAYMENTS
IN LIEY OF TOTAL TOTAL  PENSION  PENSION
FEES SALARY BONUSES PENSION  BENEFITS 2001 2000 2001 2000
£000 £000 £000 £000 £000 £000 £000 £000 £000
Executive
D) Mocdonald - 242 30 45 14 331 258 28 23
GH Smith - 157 20 8 2 206 166 23 22
JG Busby - 122 15 1 13 15 136 23 21
JA lerche - 89 12 - 7 108 82 13 i1
G McGee - - - - - - 184 - 7
3S Chrisfie - 101 15 - 12 128 *28 17 4
Non-executive;
F C'Callaghan 50 - - - - 50 50 - -
JAM Orr 30 - - - - 30 30 - -
ADM Macdonald 20 - - - - 20 20 - -
1) Hemmings - - - - - - I8 - -
CA Macleed 20 - - - - 20 20 - -
R Pajores T 18 - - - - 18 5 - -
138 m 92 54 &7 1,062 887 104 88

*  From dote of oppeiniment.

1 To dote of resignation.

Included in directors’ fees are payments of £88,000 {2000 : £78,000) made to direcior owned management services companies,

Urder their service agreements cerlain directors are enlitled 1o payments in lieu of pension contributions over the pensicns cap.

Pension payments for each direcior are in respect of coniributions fo money purchase schemes.

Directors’ share options are detoiled in note 21 on pages 37 and 38
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Statements’

TAXATION ON PROFIT ON ORDINARY ACTIVITIES

2001 2000
£000 £000
The taxafion charge comprises:

Corporaticn fox on prefil for the year 2,352 2,059
Joint veniure 820 585
Defered lox 261 302
Current year chorge 3,433 2,946
Prior year corperalion tox {32¢) -
Prior year deferred tax 137 63
3,244 3,009

The current year tax chorge is at on effective rate of 25.7% (2000 : 24.9%), less than the siondard rate of 30.0% (2000 : 30.0%)

s follows:
2001 2000
£000 £000
Corporation tax at standard rate 4,013 3,550
Reduced by excess of capital allowances over depreciation not provided (781) {777}
losses ulilised and other timing differences 16 [27)
Impact of joint venture tox charge 185 200
3,423 2,946
DIVIDENDS
2001 2000
£000 £000
Interim dividend of 2.16p {2000 : 2.0p) net per share paid 1,289 1,201
Finaal dividend of 4.34p (2000 : 4.0p) net per share proposed 2,583 2,407
Total dividend - 6.5p (2000 : 6.0p) 3,872 3.608

EARNINGS PER SHARE

The calculotion of eamings per share is based on profit atributable to shareholders of £10,079,000 (2000 : £8,824,000) ond on 59,803,564

{2000 : 59,137,979), being the weighted average number of shares in issue.

The diluted earnings per share is based on profit atiributable to sharehelders of £10,079,000 {2000 : £8,824,000) and on 59,938,957

(2000 : 59,568,303) shares, calculated as follows:

2001 2000

£000 £000

Basic weighted average number of shares 59,803,564 59137679
Dilutive potential ordinary shares:

Employee share opfions 135,393 430,324

59,938,957 59,568,303

Eamnings per share are calculated for the issued shares excluding those held by the Employee Share Cwnership Plan Trust In occordance

with UITF 13.



TANGIBLE FIXED ASSETS

Group Company
Freehold Projectsin ~ Vehicles, Filtings
properfies progress & equipment Total Total
£000 £000 £000 £000 £000
Cost or valuation
A1 2 Apdl 2000 108,973 2.574 30,733 142,280 159
Additions 4264 8,329 1,798 10,553 -
Acquisitions 22,482 229 6,464 29175 -
Transfers 6,137 (8,981} 2,844 - -
Disposals - - [319) {319) 47}
A 5 April 2001 138,018 2,151 41,520 181,689 nz
Af cost 76,063 2,151 41,520 119,734 iz
At valuation 1996 61,955 - - 61,955 -
Depreciation
At 2 April 2000 3,893 - 12159 16,052 44
Acquisitions 452 - 3,876 4,328 -
On disposcis - - {200) 1200) {25)
Charge for year 1,438 - 3,443 4,881 36
At 5 April 2001 5,783 - 19,278 25,061 55
Net book amount
At 5 April 2001 132,235 2,151 22,242 156,628 57
At 2 April 2000 105,080 2,574 18,574 126,228 15

In accordance with FES 15: Tangible Fixed Assets, the Group has followed the option tc retain the book value of land and
buildings, certain of which were valued in february 1996 by an independent firm of chartered surveyors, Robert Barry & Co.
The freehold property element [i.e. excluding fittings ond equipment] at £82.0 million of their total valuation of £69.5 million
has been incorporated in the financial sialements. The properties were valued on the basis of existing use valve as fully
equipped operational entities having regard to their trading potentiol and the valuations were carried out in accordance with
the Proctice Stotements in the Appraisal and Yaluation Manual of the Royal Institule of Chartered Surveyors. The value
attributed by the directors fo fillings and equipment was equal to the net book amount of these assels. The surplus on

revoluation of the properties has been credited to revaluation reserve.

The cost or valuation Frechold Properiies category is made up of £19,881,000 (2000 : £14,825,000} of land which is not
depreciated, £24,973,000 {2000 : £19,695,000] of building surfaces and finishes, and £93,164,00C {2000 : £74,453,000]
of hotel buildings.

On an unmodified historical cost basis the nel bock amoun of the Group tongible fixed assels o 5 April 20071 would be
£134,633,000 {2000 : £104,233,000].

The gross amount of depreciable assets is £161,808,000 (2000 : £127,455,000]. Fixed assels af cost include capitalised
interest of £487,000 {2000 : £440,000).
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FIXED ASSET INVESTMENTS

SUBSIDIARIES JOINT YENTURES ASSOCIATES TRADE OWN
SHARES SHARES LOAMS SHARES LOANS INVESTMENT SHARES TOTAL
£000 £000 £000 £000 £000 £000 £000 £000
Group
Cost
Al 2 April 2000 - 2,956 2,445 5 770 3131 - 9,367
Additions - - - &0 506 - 813 1,379
Repayment - - |574) - - - - {574)
Translers within investiments - {1,522 1312} - - (131} - [1,965)
Transter to intercompany - {2,773) {1,559} - - - - {4,332}
Share of retained profit - 1,339 - - - - - 1,339
Al 5 April 2001 - - - 155 1,276 3,000 813 5,244
Company
Cost
At 2 April 2000 8,797 1,522 2,445 @5 770 3,131 - 16,760
Additions 8,666 - - &0 506 - 813 10,045
Additiongl consideration 471 - - - - - - 471
Repayment - - {574) - - - - 1574]
Transters within investments 1,965 1,522 (312 - - (1231) - -
Transler fo  infercompany - - 1,559} - - - - {1,559)
At 5 April 2001 19,899 - - 155 1,276 3,000 813 25,143

Own shares are held in the Employee Share Ownership Plan ("ESOP") trust, At 5 April 2001, the market value of these shares was £912,800.

AL 5 April 2001 the following companies were the principal subsidiaries, associated undertakings and investments, all operating in the UK:

Subsidiaries Associates
fi}  Intra Inns Lid {il  Holyrood Hotels Lid [19%)
[} Kilhey Courts Hotels tid {ij  Cardrong Hotel, Golf and Country Club Lid [15%)
il Macdonald Hetels {UK] Lid {ii}fiv] Aviemore Mouniain Resort Lid [33%)
[l Macdonald Hetels {Management) Lid
[} leisure Resorts Management lid Investments
(i) Aviemore Leisure Management ltd {il  Hand Picked Hotels Ltd [8%]

{1} Barratt International Resors Lid

{in)  Pittodrie Group lid [50%)

il Pittodrie House Hotel Lid (57.5%)

liv}  Pittodrie Estotes Utd {50%)

{ii  Hotels i) Holels ond Leisure (i) Management Services  [iv] Held through intermediate subsidiary

A Tull st of subsidiary undertokings will be incdluded in the Company's Anrual Return,

Barratt Resorts previously o 50% joint veniure, was acquired as a 100% subsidiary on 2 April 2001 for a considerafion of £8,544,000. Loans
due from Barratt Resorts at this date were thersfore fronsferred 1o intercompony, and the shares held os joint venture investments were transferred
1o subsidiary investments held. The additional consideration paid of £471,000 is o5 a result of a deferred consideration payable on the acguisilion
of the first 50% of Barratt Resorts.

On 25 May 2000, an option was exercised by the Company 1o buy 50% of Piltodrie Group Uid for £122,000. Pittodrie Group lid have an
85% stakeholding in Pitodrie House Hotels lid. The Company previcusly had o direct bolding in Pitodrie House Hotels Lid of 15% and therefore
with the acquisiion of Pitiodrie Group Ud, now has an effective 57.5% holding. Shares held as irade invesiments relating to Pittodrie Hotels ttd

were therefore transferred fo subsidiary shares held.

Additions 1o subsidiary shares therefore comprise the shares in Pitodrie Group Itd and also the additional Barrc#t Resorts shares acquired during

the year.
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FIXED ASSET INVESTMENTS {CONTINUED)

1) Acquisiion of Barratt Resorts

The fair value on the acquisition of the remaining 50% of Barralt Resorts was delermined as follows:

Book value Assels
of assels Fair value at
ocquired adjustment fair value

£G0G jx8.0.0] £000
Fixed assets 14,181 325 23,506
Current assets 5002 - 5,002
Current ligbilities {7.614) - {7,614)
Bank overdiaft {688) - (688)
tong term loans 318) - (3,118])

7763 @325 17,088
Acquisiion of 50% 8,544
Consideration (8,544)
Goodwill _

Fair value adiusiments were mode to reslate freehold properly to market value.

The Companies Act requires that goodwill is calculated al the date a company becomes a subsidiary. This reaiment would result in the retained
reserves relating fo Barralt Resors, eomed while it was a joint venture, being reclassifed as negative goodwill. The directors believe that this freatment
would fail to give a true ond fair view and that the acquisition should be accounted for on a piece-meal basis in accordance with poragraph 8%
of FRS 2. The impact of this is that negative goodwill of £6,239,000 that would atherwise have arisen is included as retained reserves [£3,175,000}

and the revaluation reserve (£3,064,000).

The profit ofter tax of Barratt Resorts in its last financial year 1o 3C June 2000 was £1,404,000 and the profit after tax in the period from i1s year

end to date of acquisition wos £2,678,000.

The considerafion was poid in one cosh instolment of £1,200,000, ond o deferred consideration of £7.344,000 is poycble in two equol

instalments on 22 June 2001 and 14 December 2001.

{2} Acquisition of Pittodrie Group Limited

Book value Assets
of asseis Fair value at
acquired odjustment fair value

£000 £000 £000
Fixed assels 1,381 {80 1,301
Current assets 164 - 164
Current liabilities (1173] - {1173
Bank overdraft {48) - {48}

324 {80} 244
Acquisition of 50% 122
Consideration in cash (122)

Goodwill

Fair value adjusiments were made 1o reslole freehold property to market value.
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STOCKS

Group Company
2001 2000 2001 2000
£000 £000 £000 £000
Unsold timeshare weeks for resale 1,325 - - -
Goods for resale 1,383 016 - -
2,708 26 - -

DERTCRS

Group Company
2001 2000 2001 2000
£000 £000 £000 £000
Trade debiors 8,358 4,991 137 64
Other debtors and prepayments 3,625 4,538 817 2,643
Amounts due from subsidiary undertakings - - 106,472 28,161
Amounts due from joint venture - 595 - -
11,983 10,124 107,224 100,868

Although amounts due from subsidiary undertakings are payable on demand, the parent Company has no plans 1o demand sefilement in the short

term. Al olher debtor balances are due within ane year

CREDITORS: DUE WITHIN OINE YEAR

Group Company

2001 2000 200 2000
£000 £000 £000 £000

Bank overdralts and other loans 17,720 11,256 34,527 20,511
Trade creditors 4,379 1,778 ] -
Proposed dividend 2,583 2407 2,583 2407
Corporation tax 3,629 1,751 - -
Other taxation and social security 2,316 1,146 57 50
Other creditors 7,454 - 7,454 -
Accrucls and deferred income 6,438 6,213 1,223 630
44,519 24,551 45,845 23,598

Bank overdiafts and loans are secured by a bond and floating charge over the whole property and undertakings of the Group.

Other creditors includes an amount of £7,344,000 of deferred consideration on the acquisiiion of Barratt Resorts and £109,000 deferred

consideration for loan notes on the acquisition ot 15% of Cardrena Hotel, Golf and Couniry Club Lid.

CREDITORS: DUE AFTER MCRE THAN ONE YEAR

Group Compoarny

2001 2000 2001 2000

£000 £000 £000 £000

Bank leans 39,700 39,800 38,700 38,700
The loans are repeyable as follows:

Within one year 551 100 - -

Between one and two years 100 ico - -

Between two and five years 300 300 - -

After five years 39,300 36,400 38,700 38,700

After more than one year 39,700 39,800 38,700 38,700
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CREDITORS: DUE AFTER MORE THAN ONE YEAR (CONTINUED)

£000 Rate
Bank loans
Term loan 20,000 libor or Base + 0.9%
Revolving credit 18,700 libor or Base + 0.9%
38,700
Term loan 1,000 Fixed rate 9.575%
Total bank loans [i) 39,700

Repayment

One single instalment in December 2018

One single inslalment in December 2018

Further instalment of £100,000 in Jonuary 2002,

then cne single instalment in December 2018

(il  Secured by a bond and floating charge over the whole property and undertakings of the Group.

DERIVATIVES AND OTHER FINANCIAL INSTRUMENTS

al  Short term debtors and creditors

Short term debiors and creditors have been excluded hom all of the following disclosures.

b] Interest rate risk profile of financial liabilities and assets

The interest rate profile of the Group's financial liabiliies ot 5 Aprit 2001, afier 1aking account of the interest rate collors used o manage the

interest profile, was:

First rate borrowings

Weighted Waighted

Floating Fixed average  average period

Total Rate Rate interest rate unfil matwrity

Currency £000 £000 £000 % Years
Sterling 57420 57,420 1,000 Q575 1.2
Cash 98} {98) - _ _

Net borrowing 57322 57,322 1,000 Q.575 1.2

Interest rate caps and collars are used 1o manage the Group's exposure o inlerest rate risk. The year end variable rate debt was partially

covered by the following interest rafe collars:

Cap Floor

% 6%

£000 £000

Expiring December 2001 15,000 10,000
Expiting May 2002 10,000 10,600
25,000 20,000

if the Group had wished 1o exit these collors at the year end, o premium of £162,000 would have been payoble, reflecting the fair value of

these financial instruments af the balonce sheet date.

¢} Liquidity risk

The maturity profile of the Group’s financial ligkilities, excluding short ferm crediiors, and the undrown focllities ovailable to the Group, in

respect of which oll conditions precedent had been met, are os follows:

Drawn  Undrawn Facilities Total Facilikies

£000 £000 £000

Expiring within one year or less 17720 8,180 25900
Expiring between one and two years 100 - 100
Expiring in more than two years 39,600 400 40,000
57420 8,580 66,000

For ol debts, short term assets and liabilities, the bock values and fair values are the same except for the £162,000 terminalion cost on the inferes!

rale collars noted cbove. The Group does not have aay foreign currency exposure nor does it speculate in derivative fransactions.

The Company renegofiated its banking focllities during April 2001 (note 26).
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PROVISION FOR LIABILITIES AND CHARGES

Group Company
£000 £000
The deferred tax balonce and movements during the year were as follows:
At 2 April 2000 2053 137
Charge for year {note &} 398 {32
On acquisition of Pittodrie Group Lid 124 -
At 5 April 2001 2,575 (69)
Group Company
2001 2000 2001 2000
Provided £000 £000 £000 £000
Difference between accumulated depreciation and capital allowances 2,712 2,088 {4} (2)
Other fiming differences {137} (35) (65) [35)
2,575 2,053 (69) 137
Group Company
2001 2000 2001 2000
Unprovided £000 £000 £000 £000
Difference between accurmulated depreciation ond capilal allowances 4,073 5,202 - -

The lax liability which would arise on disposal of freehold properties al their book amounts is not guaniified as it is anticipoted that rollover reliet

would postpone any such liability indefinitely

FINANCIAL COMMITMENTS

Group Company
200 2000 2001 2000
£000 £000 £000 £000
{1} Capital commitments
Contracted but not provided for 462 610 - -
{2) Operating lease commitments
Annual commitments of the Group under noncancellable operating leases are as follows:
Properfies Plant & Equipment
200 2000 2000 2000
£000 £000 £000 £000
Operaling leases which expire:
Within one year N 37 8 14
Between two and five years - - 18 26
After five years 22 21 - -
43 58 26 40
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PENSION COMMITMENTS

The Group operates o defined conliibution pension scheme, the assets of which are held in an independenily administered fund. Pension costs
represent contribufions payable by the Group to the fund, together with defined contributions payable by the Group to individua! funds administered
separolely for directors and cenain employees in accordance with their respective service contracts or terms and conditions of employment, which
are charged to the profit and loss account annually, The total of the contributions for the yeor was £401,000 (2000 : £242.000). Coniributions
totalling £14,000 (2000 : £14,000] remoined unpaid af 5 April 2001 and are included in accruols.

Following a judgement by the House of Lerds in July 2000 against Equitable Life and its subsequent fallure 10 achieve o sale of its business, the
trustees of the Company's pension scheme, on consulting with their advisors, concluded that from December 2000 no turtther Investments would
be made with Equitable tife. From thal date, members” contributions have been held on deposit with the Bank of Scotland by the truslees under
their scle control uniil a decision is made on @ fulure course of action. The balance held in the trust account at 5 April 2001 was £149,898.

CONTINGENT LIABILITIES

The Company is parly io joint and several guarantees with its subsidiary undertakings in respect of Group bank borrowings, The Company's
liakility in respect of these guorantees al 5 April 2001 amounted to £nif (2000 : £nif}.

The Company is parly fo an unlimited joint and several guarantee with its wholly owned subsidiary Barralt Internationc! Resorts Uid to the Civil
Aviation Authority in respect cf third party libilities associated with that Company’s Air Tour Operotor's licence.

SHARE CAPITAL

Authorised:
£000
At 2 April 2000 ond
5 April 2001 - 78,000,000 ordinary shares of 5p each 3,900
Allotted, colled up and fully paid:
At 2 April 2000 - 60,102,740 ordinary shares of 5p each 3,005
Allotied during the yeor 1
At 5 April 2001 - 60,124,808 ordinary shares of 5p each 3,006

DIRECTCORS' INTERESTS
The directors’ interests in the ordinary shares of the Company and in share options at the dotes staled were as follows:

(1) Shares
5 April 2001 2 Apil 2000

F OCallaghan 2,386,000 2,350,000
D } Macdonald 5,266,172 5237255
G H Smith 3,500,000 3,500,000
1 G Busby 300,760 300,760
§ § Christie - -
J A lerche 56,119 56119
JA M Or 2,800,000 2,800,000
A D M MacDonald 2,800,000 2,800,000
C A Macleod 40,000 40,000

There has been no change in directors’ shareholdings in the period & April to 8 June 2001,
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21 DIRECTORS' INTERESTS {CONTINUED)

{2} Share options

At 2 April Granted AL5 April  Exercise Exercisa
2000 during yeor 200 price dates
D } Macdonakd 193103 - 193,103* 145p  li)Mor 99 - Mar 03
10,147 - 10,147+ 170p Jan 02 - Jun 02
- 438,217 438,217* 157p [(i#}Oct 04 - Oct 06
G H Smith 126,896 - 126,896™ 145p  (i}Mar 99 - Mor 03
10,147 - 10,147+ 170p Jan 02 - Jun 02
- 282,803 282,803 157p (i} Oct 04 - Qct 06
1 G Busby 110,344 - 110,344* 145p  [i}Mar 99 - Mor 03
10,147 - 10,147+ 170p Jan 02 - Jun 02
S 5 Chrislie 207,650 - 207,650 183p [(ii}Mar 03 - Mar 05
. ] A lerche 1N.93 - 41,931 145p  {i}Mar 99 - Mar 03
Q176 - 9,176+ 170p Jan 04 - Jun 04
152,357 152,357* 157p {iii} Oct04-Oct 06

719,541 873,377 1,592,918

Executive Share Option Scheme

+  SAYE Share Oplion Scheme

MNo oplions were exercised or lapsed during the year

il Exercisoble as 1o one third from 7 March in each of the years 1999, 2000 and 2001 subject 1o growth in earnings per share in each of the

three years ending 31 March 1999 exceeding growth in the Retail Price Index by ot least 2 per cent.

{it Exercisable as to one third from 16 March in each of the years 2003, 2004 and 2005 subiect to growth in earnings per share in each of the
three years ending prior fo the date on which the opfion is first exercised exceeding growth in the Retaif Price Index by af least 2 per cent.

{iii} Excercisable as to one third from 5 Ocicber in each of the years 2004, 2005 and 2006 subject 1o growth in eamings per share in each of
the three years ending prior to the date on which the option is firsl excercised exceeding growth in the Retail Price Index by af least 2 per cent,

The middle-market price of the Company’s shares at 5 April 2001, the last decling day of the financial yeor, was 163.0p and the highest and lowest

22 SHARE OPTIONS

prices during the yeor were 196.8p and 128.5p respectively. There has been no change in directors' apiions in the period & Apil 1o 8 June 2001

Other than direciors’ opfions {Note 21 [2)1, al 5 April 2001 options were cutsianding under the terms of the share option schemes to subscribe for

ordinary shares os follows:

Share Option Plan [No?2)

Share Option Plan

Savings Related Share Option Scheme

38

No of
shares

245,024
34,319
254,098
495,731
259,375
91,120
15,000
65,521
33,490

Exercise Exercise
price dates

145p  [i)Mar 99 - Mar 03
183p [ii} Dec 00 - Dec 04
183p liii}Mar 03 - Mor 05
157p liv)Oct 03 - Oct 05
160p {v}Mar 04 - Mar 06
16%9p {vi} Aug 01 - Aug 07
152p {vii] Feb 03 - Feb 09
170p Jan 02 - June 02
170p Jan 04 - June 04
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SHARE OPTIONS (CONTINUED)
fi

(i}

vl

{v)

[vil

{wii)

Exercisable as o ane third fram 7 March in each of the years 1999, 200C and 2001 subject to growth in earings per share in each
of the three years ending 31 March 1999 exceeding growth in the Retail Price Index by al least 2 per cent.

Exercisable as to one third from 29 December in each of the years 2000, 2001 and 2002 subjed to growth in eamings per share in
each of the three years ending 31 March 2000 exceeding growth in the Retail Price Index by of least 2 per cent,

Exercisable as to one third from 16 Morch in each of the years 2003, 2004 and 2005 subject 1o growth in earnings per share in each
of the three years ending prior o the date on which the option is first exercised exceeding growth in the Relail Price Index by at least

2 per cent.

Exercisable as to one third from 5 Ocleber in each of the years 2003, 2004 ond 2005 subject lo growth in ecrnings per share in each
of the three years ending prior to the date on which the opion is first exercised exceeding growth in the Retail Price Index by of least

2 per cent.

Exercisable as to one third from 8 March in each of the years 2003, 2004 and 2005 subject io growth in earnings per share in each
of the three years ending prior to the date on which the option is first exercised exceeding growth in the Relall Price Index by at least
2 per cent.

Exercisable as to two thirds from 21 August 2001 and one third from 21 Avgust 2002 subject to growth in earnings per share in each
of the three years ending 31 March 2000 exceeding growth in the Retail Price Index by at least 2 per cen.

Exercisable in whole or in part from 18 February 2003 subject to growth in eamings per share in each of the three years ending
31 March 2002 exceeding growth in the Retail Price index by at least 2 per cent,

In the period 6 April fo 8 June 2001 no opfions have lapsed.

RESERVES
Grovp Company
£000 £000
Share premium account
At 2 Apl 2000 27,343 27343
Premium on shares issued in year 23 23
At 5 April 2001 27,366 27,366
Revolvalion reserve
A2 April 2000 21,995 -
Revaluation of own share of icint venture ot lime of acquisifion of remaining 50% 3,064 -
At 5 April 2001 25,059 -
Profit and loss account
At 2 April 2000 27985 25,134
Profit for the year 10,079 {3,684}
Dividends {3,872 13,872)
At 5 April 2001 34,192 17,578

Total goodwill wiitten off directly to reserves in oll financial periods to 5 Apil 2001 amounts to £80,000 {2000 : £80,000).
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GROUP CASH FLOW STATEMENT

2001 2000
{1} Reconciliation of operating profit to operating cash flow £000 £000
Cperating profit 14,440 13,106
Depreciation charged for year 4,881 4,219
Loss / (gain) on disposal of tangible fixed assets 18 ]
Movement in:
Stocks (79) {257)
Debtors 1,594 {4,761}
Creditors (2,248) 2604
Net cash inflow from operating activities 18,586 14,910
2001 2000
{2} Reconciliation of net cash flow to movement in net debt £000 £000
Decrease in cash in the year (5,981) |7.508)
Cash vsed to repay loans 1,884 100
Loans from acquisition (2,238) (6,300)
Change in ret debt {6,333) (13,706
Opening nel debi {50,989) 37283)
Closing net debt {57,322) 150,989
[3) Analysis of Net Debt 2 April Acquisition of Cash Other 5 April
2000 Subsidiaries Flows Changes 2001
£000 £000 £000 £000 £000
Cash and shori term deposits 67 - 31 98
Overdrafts {11,156 - {6,012} - {17,1468)
Loans due within cne year {100) [2,238) 1,886 {100} (552}
Loons due ofier one yeor (32,800] - - 100 (39,700}
Net Debt [50,989) [2,238) 14,0935) {57,322)
{4) Anaiysis of acquisitions Barratt Pittodrie
Resorts Group Lid Total
£000 £000 £000
Fixed assets 23,506 1,301 24,807
Current assets 5002 164 5,166
Current liabilities 17614} 11173 {8,787)
Bank overdraft [688) {48) {734)
Long term loans {3,118} - {3,118}
Nef assels 17088 244 17,332
Net assels acquired 50% 8,544 122 8,666
Goodwill - - -
Consideration 8,544 122 8,664
Satisfied by:
Cash outflow 1,200 122 1,322
Deferred consideration 7344 - 7,344
8,544 122 8,666

Barratt Resorts contributed £36,000 and Pittodrie Group Lid contribuled £168,000 1o the Group's operating cash flows, wilh all other operating

cash flows being atiribuiable 1o the Macdonald Hotels ple Group.
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RELATED PARTY TRANSACTIONS

The Company previcusly had a 50 per cent interest in Barralt Resorts and a contract 16 manege its timeshare leisure resorts in
the UK and Spain. The Company acquired the remaining 50 per cent interest on 2 April 2001. Fees earned under the coniract
amounted to £478,000 (2000 : £376,000), of which £238,000 was outstanding at 5 April 2001 {2000 : £166,000).

POST BALANCE SHEET EVENTS

On 26 April 2001 the Group acquired o 50% share in ledge 563 Limited {"ledge 5637), a special purpose joini venlure
Compony, formed with Uberior limited, a subsidiary of the Barnk of Scolland ple ['Uberior’) to acquire the Heritage hotels
business from Hospitality Holdings Limited, a subsidiary of Compass Group ple.

The consideration poyable by ledge 563 is £235 million, £200 million in cash was paid on compietion, with o deferred
consideration of £35 million payable 18 months from the date of completion. Each parly paid its consideration into ledge 563
by subscribing for 2,500,000 ordinary shares al £1 each and for loan stock of £28,750,000, upon which interest is payable
by ledge 563 ot 5% above baose rate.

The Group also entered into @ 10 year management contract with ledge 563 to manage the Herilage hotels, with fees
payoble as a percentage of gross revenue and a percentage of gross operating profit. The Group also grenied a subsidiary
of the Bonk of Scotland an option over 3,005,137 new shares in Macdonald Hotels ple with on exercise price of 167 pence
per share. The aption takes effect upon the first drawdown of the extended term loan facility grented by the Bank of Scotlond

ard is excercisable at ony time within 5 years from the first anniversary of the effective date.

The Grovp’s bank facilities were re-negotiated as a result of the obove deal. The term loan facility was extended to £70 million,

split into three Tranches, with terms as follows:
Facility Interest Rate Repayment terms

Tranche A £35 million libor plus 1.5% 20 equal quorterly
instalments starfing

2 years from draw-down

Tranche B £15 million Libor plus 2.5% 20 equal quartedy
instalments slarting
2 years from draw-down

Tranche C £20 million Libor plus 0.9% Repayment in full on
December 31, 2018

In addition to these facilities, a mulii-option focility was granted of £16 million, at on interest rate of Liber plus 1.0%, with
maturity on 31 Cecember 2003. A revolving credit facility was granted of £20C million, at an interest rote of Libor plus
0.9% with malurity on 31 December 2003.
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NOTICE is hereby given that the Eleventh Annuol General Meeting of MACDONALD HOTELS PLC will be held o 13 am on 10 August 2001 in the
Crutherland House Hotel to transact the following business:

Ordinary Business

1 To receive the directors' report and financial statements for the year ended 5 April 2001 together with the auditors' report.
To approve the proposed final dividend.

To reelect Mr D) Macdonald as o director.

To re-elect Mr GH Smith as a director.

To reelect Mr F O'Callaghen os o director.

To elect Mr G Crawford as ¢ director.

N AW N

To re-appoint KPMG Audit ple as audilors and to authorise the directors lo fix their remuneration.

Special Business

To consider and, if thought fil, pass the following resolutions as an ordinary resolution in the case of resolution & below ond as a special resolution in the cose

of resclution 2 below:

8  That pursuant to the provisions of Section 80 of the Campanies Act 1985 [the "Act™), the directors shall be generally and uncondiionally autharised 1o
exercise all powers of the Company to allet relevant securities {as defined by such section 80) of the Compony up to a maximum romiral amount of
£894,000. This authority {unless previously revoked, varied or renewed) sholl expire on the earlier of the conclusion of the annual generg! meeting of the
Company held in 2006 and 9 August 2006 except that the directors may prior o such expiry make offers or agreements which would or might require
relevant securities fo be alloled after such expiry.

@ That the directors shall be empowered pursuant 1o Section 95 of the Act 1o allot unissued shares in the capital of the Company wholly for cash within the
terms of the general avtherity to issue shares conferred by resolution 8 as if Section 82 {1) of the Act did not apply to any such alloiment provided that this

power shall be limited:

la) o an oggregate nominal amount aot exceeding 3,006,240 ordinary shores of 5p eoch, representing 5 per cent of the issved share copital of the
Company, or;

{b) in connection with a rights issue [which for the purposes of this resclution shall mean on offer of equity securifies open for acceptonce tor a period
fixed by the directors to holders of equily securities on the register on the record daie in praportian to their respective holdings of such sscurities or in
occordance with the rights attached thereto] but subject 1o such exclusions or other arrangements as the directors may deem necessary or expedient
to deal with legal or praciical problems in respect of overseas holders, fractional entillements or otherwise.

This power shall expire on the conclusion of the Annual General Meeting of the Company held in 2002 excepl that the direciors may prior to such date make

offers or agreements which would or might require the allatment of shares after the expiry of such period.

.By Order of the Board
RG Fraser Whiteside House
Company Secretary Bathgate '
8 June 2001 Wesl Llothian EH48 2RX
NOTES

42

1 A member entitled to atlend and vote of the meeling is entiffed to appoint a proxy lo attend and, on a poll, fo vote instead of the member. A proxy need

not be a member of the Company.
2 To be valid, proxy forms must be lodged with the Company's Registrars not less than 48 haurs before the fime cf the meeting.
3 The appoeintment of a proxy will not preclude a member from attending and voting at the meeting in persan.

4 The following documents will be avoilable for inspection of the registered office of the Company on weekdays during usuel business hours ond on the doy
of the 2001 Annual General Meeting at the place of the mesting, during the meeting and for at least fifteen minutes beforehand:

[i] the Register of Directors’ Share Interests kept pursuant to Section 325 of the Companies Act 1985,

(i copies of all contracts of service under which dirsctors are employed by the Company.



- _______________‘__.,____________._-_____________.__,__--_-______________,,..,________________________________.__________-____-.________________________,________________ e

ANNUAL GENERAL MEETING 2001

PROXY FORM
I/We (block capitals) .. .......... ... e e {full name)
of ... . . P B T co o {oddiess)

as my/our proxy 1o vote for me/us and on my/our behalf at the Annual General Meeting of the Company to be held in the Crutherland House Hotel at
11 am on 10 August 2001 and at any adjournment thereof and | /we direct the proxy to vote in respect of the resolufions 1o be proposed at the Annual

General Meeting as indicated belaw:

-
o
=2

RESOLUTIONS: Against

1 Receive the Directors’ Report and Financial Statements O
2 Approve the proposed final dividend

3 Reelect Mr D] Macdonald as o director
4 Reelect Mr GH Smith os a director

5 Reelect Mr F O'Callaghan as o direcior
6 Toelect Mt G Crawtord os a director,

7 Reappoint KPMG Audit Plc as auditors and fix their remuneration

8  Authorise the directors 1o allof securities

O 0O0OO0O0O0o0aogoao
O O0O0O00000

Q@ Authorise the padicl disapplicetion of pre-emption rights

Signed . Dale e 2001

NOTES ON COMPLETING THE PROXY FORM
1 Please compiete this form legibly in block copitals. Sign and date in the spaces indicated.

Z To appoint a person olber than the Chairman as your proxy, inserl the name of the proxy desired and delete the words *Chairman of the Meefing".

A proxy need not be a member of the Company but must attend the meeting to vote for you.

3 Please indicate how you want your proxy to vote by marking the oppropriate box oppasite each resolution. If neither box is marked, your
proxy may vote or abstain as he/she thinks fit. The cppoiniment of a proxy does not preclude a member from attending and voting af the

meefing in person.

4 Abody corporate must execute this form under seal or under the hand of a duly authorised officer or ottomey, in which case the cuthority, or a
cerlified copy, must also be lodged with the Registrars. in the case of joint holders, the signature of the first nomed holder will be accepted.

5 Tobe valig, this form must be completed and lodged with the Registrars not less than 48 hours before the lime appointed for the meefing.



