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Metropole Hotels (Holdings) Limtied

Durectors’ Report and Financial Statements
For the year ended 31 March 2012

Directors’ Report - registered number 00465603
The directors present their report and the audited financial statements for the year ¢nded 31 March 2012

Principal activities

The principal activity of the Company 1s that of owning and operating hotels situated 1n London and Birmingham
Both hotels operate under the brand name of Hillon The directors are conunually analysing the viability of
having further roems 10 be added in the hotels

The directors consider the market value of the hotels to be 1n excess of their book value
Business review

It 1s recogmised that there are inherent nisks and uncertaintics 1n the current economic environment assoctated with
the operanon of hotels which the directors review on a regular basis

Despite curtailment of corporate activity, challenging competiion and trading n extremely difficult economic
times the company's positive actions has managed to produce organic growth within the business

The cost saving procurement drive and aggressive marketing 1s being continued by the management ensuring that
the balance 1s maintained between customer satisfaction and profitability Management 1s continually re-traiming
and encouraging stafl to achieve this strategy

The continued aggressive markeung has resulted 1n an increase in the SME and the transtent market 1n smalier
events and lewsure activity part of the hotel business

The hotels have continued with a meticulously planned CAPEX programme accordingly simce the year end the
London hotel’s lobby reception area has been going through extensive refurbishment which the directors hope
will attract additional transient trade This project 1s expected to be completed by summer 2013 Despite this
disruption and non-availability of rooms 1mmediately above the lobby area the hotel has seen an increase 1n PBIT
of £1 million m the period since the year end The directors are confident that upon completon of the
refurbishment and the availlabihity of all the rooms will enable the hotel to considerably increase the occupancy
and F&B revenue

The Birmingham hotel which has also seen an enhancement in revenue 15 continuing with the programme of room
upgrade and refurbishment to improve quality and guest expectations to increase conversion level in Iine with the
directors’ expectatons Management has also approved repositioming of the Warwick Wing of the hotel 1o attract
new “Business Class” guest segment and increase the Goodwill of asset

Key financial and performance indicators

Duning the year ended 31 March 2012, the wurnover was £94,231,000 (2011 £93,382,000) and the gross profit
was £43,799.000 (2011 £43,858,0000 The operatung profit was £24,177,000 (2011 £24,573,000), which was 2%
decrease on the hike lor like comparisen over the previous year Profit on ordinary acuivities betore 1axation was
£24,177,000 (2011 £24,573,000) The directors consider that the results lor the year are in line with expectations

The directors do not recommend the payment of a dividend (2011 £ml)

Directors

The directors who held otfice during the pertod and up until the date of this report were as tollows
A Matyas

Dr E Wojakovski

N Smith
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Metropole Hotels (Holdings) Limited

Directors’ Report and Financial Statements
For the year ended 31 March 2012

Directors’ and officers® hability insurance

Tonstate Metropole Hotels Limited purchase and mamntain on behalf of the Company, hability insurance for its
directors and officers as permttted by Section 233 of the Companies Act 2006

Political and charitable contributions

The Company made no pohtical or charitable contributions during the year (2011 Nal)

Employee mvolvement

The Company has continued to operate a monthly communications cycle that requires General Managers of each
hotel to meet with Departmental Managers and then meet with their supervisors and/or staff to discuss

(a)  performance to date
(b)  problems or difficulties being experienced

(¢)  future plans
and other matters those attending the meeting wish to raise

Disabled employees

The Company gives full consideration to applicants for employment from disabled persons where the
requirements of the Job can be adequately fuifilled by such individuals

Where existing employees become disabled, it is the Company’s policy wherever practicable to provide
continuing employment under normal terms and conditions and to provide training and career development and
promotion wherever applicable

Disclosure of informatien to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there 15 no relevant audit information of which the Company’s auditor 1s unaware, and each director has
taken all the steps that he ocught to have taken as a dwector to make himself aware of any relevant audit
information and to establish that the Company’s auditor are aware of that information

Auditor

Pursuant to section 487 of the Companies Act 2006, the audior will be deemed to be re appointed and KPMG
LLP will therefore continue in office

By order of the board
C//,[—/{/———'
Dr E Wojakovski 3 Park Place
Drrector St James®
London !
SWI1A ILP

20T0@nhg, 2012
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Metropole Hotels {(Holdings) Limited

Directors’ Repon and Financial Statements
For the year ended 31 March 2012

Statement of directors’ responsibilities in respect of the Directors’ Report and the
financial statements

The directors are responsible for preparing the Directors’ Report and the financial statements 1n accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they
have elected to prepare the financial statements 1n accordance with UK Accounting Standards and apphcable law
(UK Generally Accepted Accounting Practice)

Under company law the directors must not approve the financial statements unless they are satisfied that they give
a true and {air view ot the state of atiairs of the Company and ol the profit or loss ot the Company tor the period

In prepaning these financial statements, the directors are required to

. select suitable accounting pohicies and then apply them consisiently,
. make judgements and estimates that are reasonable and prudent,
. state whether applicable UK Accounting Standards have been followed, subject to any matenal departures

disciosed and explained in the financial statements, and

. prepare the financial statements on the going concern basts unless 1t 1s nappropriate to presume that the
Company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explaimn the
Company’s transactions and disclose with reasonable aceuracy at any tme the {inancial position of the Company
and enable them to ensure that the financial statements comply with the Companies Act 2006 They have general
responsibility tor taking such sieps as are reasonably open to them to sateguard the assets of the Company and to
prevent and detect fraud and other irregulanties
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Independent auditor’s report to the members of Metropole Hotels (Holdings)
Limited

We have audited the financial statements of Metropole Hotels (Holdings) Limited for the year ¢nded 31 March
2012 which comprise the Profit & Loss account, the Balance Sheet and the related notes The financial

reporting framework that has been applied in their preparation 1s apphcable law and UK Accounting Standards
(UK Generally Accepted Accounting Practice)

Thus report 1s made solely to the Company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company’s members
those matters we are required to state to them 1n an auditor’s report and for no other purpose  To the lullest
extent permitied by law, we do not accept or assume tesponsibility to anyone other than the Company and the
Company’s members as a body, for our audit work, for this report, or for the opinions we have tormed

Respective responsibilities of directors and auditor

As explained more fully 1n the Directors’ Responsibihiies Statement set out on page 3, the directors are
responsible for the preparanion of the financial statements and for being satisfied that they give a true and fair
view Our responsibility 1s 10 audil, and express an opimon on, the financial statements 1n accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us to comply
with the Auditing Practices Board’s (APB’s) Ethical Standards for Auditors

Scope of the audit of the financial statements

A descripuon of the scope of an audit ot financial statements 1s provided on the APB's web-ate at
www trc org uk/apb/scope/private cim

Opinion on financial statements
In our opimon the financial statements

. give a true and tair view of the state of the Company’s aifairs as at 31% March 2012 and of uts profit tor the
year then ended,

. have been properly prepared in accordance with UK Generally Accepted Accounung Practice, and
s have been prepared in accordance with the requirements of the Companies Act 2006
Opinion on other matters prescribed by the Compames Act 2006

In our opimon the information given n the Directors” Report tor the financial year for whuch the financial
statements are prepared 15 consistent with the financial statements

Matters on which we are required to report by exception

We have nothing 1o report 1n respect of the following matters where the Compames Act 2006 requires us 1o
report to you, (f in our opinion

. adequate accounting records have not been kept, or returns adequate for our audit have not been received
trom branches not visited by us, or

. the financial statements are not (n agreement with the accounting records and returns, or
. certain disclosures of directors’ remuneration specified by law are not made, or

. we have not received alk the information and explanauons we require for our audit

Mark Summerfield (Senior Statutory Auditor)

For and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants

15 Canada Square

London

E14 5GL

21 December 2012
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Profit and loss account
for the year ended 31 March 2012

Turnover
Cost of sales

Gross profit
Depreciation
Administrative expenses
Other operating tncome

Operating profit

Profit on ordinary activities hefore taxation

Tax charge on profit on ordinary activities

Profit on ordinary activities after taxation

Metropole Hotels (Holdings) Linmuted
Directors’ Report and Financral Statements
For the year ended 31 March 2012

Note Year ended
31 March 2012

£000

2 94,231
(50,432)

43,799
(6,937)
(13,073)

388

35 24,177

3 24,177

6 1,282

25,459

The resulis shown above are derived wholly from continuing operauons

Year ended
3] March 2011

£'000

93,382
(49,524)

43,858
(6,714)
(12,571)

24,573

24,573

1,965

26,538

There were no recogmsed gains or losses 1n ether the current or prior period except as shown above

Consequently, a statement of total recogmsed gains and losses has not been prepared

The notes on pages 8 to 16 form an integral part of these financial statements
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Metropole Hotels (Holdings) Limated

Directors’ Report and Financial Statements
For the year ended 31 March 2012

Note of Historical Cost Profit and Loss Account
for the year ended 31 March 2012

Year ended Year ended

31 March 2012 31 March 2011

£000 £000

Reported profit on ordinary activities hefore taxation 24,177 24,573
Transfer ot depreciation on revaluation 2,094 2,094
Realised revaluation surplus on sale of fixed assets - -
Historical cost profit on ordinary activities before taxation 26,271 26,667
Tax credit on profit on ordinary activities 1,282 1,965
Dividends - -
Historical cost profit retained for the year after 27,553 28,632

taxation and dividends

The notes on pages 9 1o 16 form an integral part of these financial statements
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Metropole Hotels (Holdings) Limuted
Directors’ Report and Financial Statements
For the vear ended 31 March 2012

Balance sheet
at 31 March 2012

Note 31 March 2012 31 March 2011
£°000 £000 £°000 £000

Fixed assets
Tangtble assets 7 325,046 329,559
Current assets
Stock 8 170 201
Debtors 9 141,155 112,580
Cash at bank and in hand 18,996 17,204

160,321 129,985
Creditors: amounts falling due within one 10 (42,138) (40,492)
year
Net current assets 118,183 89,493
Total assets less current liabilities 443,229 419,052
Provisions for habilities and charges i {20,815) (22,097)
Net assets 422,414 396,955
Capatal and reserves
Called up share capital 12,13 7,500 7,500
Share premium account i3 174,891 174,891
Revaluation reserve 13 59,023 61,117
Profit and loss account 13 181,000 153,447
Shareholders® funds 422,414 396,955

The notes on pages 8 to 16 form an mtegral part of these financial statements

These financial statements were approved by the board of directors on20 De¢. 2012 and were signed on 1ts behalf

W

ojakavski
Director
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Metropale Hotels (Holdings) Limited

Directors” Report and Financtal Statements
For the year ended 31 March 2012

Notes

(forming part of the financial statements)

The following accounung policies have been applied consistently n dealing with siems whuch are considered
material n relation to the Company's financial statements

1 Basis of preparation

The financial statements have been prepared 1n accordance with applicable accounting standards and under the
historical cost accounting rules

The financial statements have been prepared on a gowng concern basis In assessing the nsks to the Company’s
financial stability posed by the deterioration of the market tor hotel services, the directors are mindful that the
Company’s assets are secured by a fixed and floaung charge to Bank of Scotland n respect of a loan of
£393,899,000 provided to Tonstate Mewropole Hotels Limited, an imtermediate parent undertaking  This loan s
available so long as specific financial covenants are complied with 1n relation to the trading ot Metropole Hotels
(Holdings) Limited The directors have reviewed forecasts for the components of the financial covenants, taking
account of the actual expernience 1n the second half of 2012 and forecasts for 2013 We also have access to third
party information about the performance of the hotel industry With the benefit of that information and taking
account of action the directors have taken and can take to m:tigate the effect on performance and covenants from the
downturn that has taken place, the directors have concluded that it 1s unlikely that any financial covenant will be
breached in the foreseeable future If the Company were not in comphiance with the covenants, the lenders would
have the nghts to demand the repayment of the funds advanced, but the directors believe 1t more likely that the
lenders would require adjustments to the terms of the facility but without demanding repayment The directors are
theretore tully confident that 1t 1s appropriate to prepare the accounts on the stated basis ot going concern

Under FRS 1 the Company 1s exempt trom the requirement to prepare a cash flow statement on the grounds that a
parent undertaking includes the Company n its own published consolidated financial statements

2 Accounting policies

Turnover

Turnover compnses the value of sales of goods and services supplied 1n the normal course of operanons of a hotel
business {excluding Value Added Tax) Income from ownershup and operations ot hotels 1s recognised at the point
at which the accommodation and related services are provided

Tangible fixed assets

The transitional ruies of FRS 15 were adopted for the Company’s treehold and leasehold hotels, which permut the
retention of the carrying values at the previous revalued amounts These hotels will not be subject to revaluation and
were last revalued at 31 December 1999

Depreciation

No depreciation 1s provided on freehold land  Buildings are depreciated to residual values over a peniod of 50 years
or estimated length of the hfe of the building on a straight line basis  Fixtures, fitungs and equipment are
depreciated on a straight line basis over the estimated usetul life of between 3 and 30 years

Taxation

The charge for taxation 1s based on the loss for the penod and takes into account taxation deterred because of timing
differences between the treatment of certatn items for taxation and accounting purposes

Deterred tax 1s recogmsed, without discounting, 1n respect ot all timmng differences between the treatment of certain
uems for taxation and accounting purposes which have ansen but not reversed by the balance sheet darte, except as
otherwise requured by FRS 19
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Metropele Hotels (Holdings) Limited

Directors’ Report and Financial Statements
For the year ended 31 March 2012

Notes (continued)

2 Accounting policies (continued)

Post-retirement benefits

The Company operates a defined contribution pension scheme The assets of the scheme are held separately trom
those of the Company 1n an independently admimstered fund The amount charged 1o the profit and loss account
represents the contributions payable to the scheme 1n respect of the accounting period

Operating leases

Rentals applicable to operating leases, under which substantally all of the benefits and nsks of ownership remain
with the lessor, are charged to the profit and loss account on a straight line basis over the lease term

Stock

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

3 Profit on ordinary activities before taxation
Year ended Year ended
31 March 2012 31 March 2011
£000 £7000
Profit on ordinary activities before taxation 1s stated
after charging
Auditor’s remuneration
Audnt of these financial statements 100 100
Management charge payable to a group undertaking 300 300
Depreciation 6,937 6,714
Operating lease rentals - property 916 916
Operating lease rentals — Equipment 231 231

In 2012 and 2011, auditor’'s remuneration was paid by another group company

The fees paid to the Company’s audnors, KPMG LLP and its associates for the services other than the stawlory
audit of the Company are not disclosed 1n these financial statements This ts on the basis that such non — audit fees
are disclosed i the consohdated accounts of the Company’s intermediary parent Tonstate (Hotels) Lid

4 Remuneration of directors

The directors of the Company were also directors of other undertakings within the Tonstate group  The directors’
remuneration for the period was paid by other undertakings The directors do not believe that 1s practcable 10
apportion this amount between services as directors of the Company and their services as directors of tellow

subsidiary undertakings
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Notes (continued)

5 Staff costs and employee information

Metropole Hotels (Holdings) Limited
Directors’ Report and Financial Statements
For the year endled 31 March 2012

The average number of employees during the year was

Operations
Management and administration

The aggregate payroll costs of these employees were as follows

Wages and salaries
Soctal security costs
Pension costs

6 Taxation

Analysis of charge in period

UK corporation tax
Current 1ax on income for the penod

Total current tax

Deferred tax

Ongination of uming difterence
Etfect of decreased 1ax rate
Adjustment 1n respect of prior period

Tax on profit on ordinary acuvities

Registered number 00465603 /31 March 2012

Year ended
31 March 2012
1,089
208
1,297
Year ended
31 March 2012
£000
19,067
1,421
219
20,707
Year ended
31 March 2012
£000 £000 £7000
515
(1,692)
(105)
(1,282)

Year ended
31 March 2011

1,033
203

1,236

Year ended
31 March 2011
£000

18,781

1,313
222

20,316

Year ended
31 March 2011
£'000

341
(1,700
(606)

(1,965)

—_—




Metropole Hotels (Holdings) Limited

Directors” Report and Financial Statements
For the year ended 31 March 2012

Notes (continued)
6 Taxation (continued)

Factors affecting the tax charge for current year

The current tax charge for the period 1s dillerent trom the standard rate of corporation tax i the UK ot 28 % (2011
28%) The ditferences are explaned below

Year ended Year ended
31 March 2012 31 March 2011
£7000 £000
Current tax reconciiation
Profit on ordinary activities before tax 24,177 24,573
Current tax at 26% (2011 28 %) 6,286 6,880
Effects of
Expenses not deductible for tax purposes 946 577
Non- taxable income - -
Deferred 1ax tming ditferences 1n respect of capital allowances {558) (340)
Group rehief surrendered from fellow subsidiary company free of charge (6,674) (6,836)
Industnal buldings allowance - (281)

Total current tax charge (see above) - -

Factors affecting the future tax charges

No provision has been made for deferred tax of approximately £19,012,000 (2011 £22,068,000) where potennally
laxable gains have been rofled over into replacement assets Such gains would enly be taxable 11 the assets were sold
without it being possible to claim roll-over relief of offset capital allowances

No provision has been made lor deferred tax ot £13,971,000 (2011 £19,505,000) 1n respect of tax on gans ansing
from the revaluation ot fixed assets, as the Company 1s not committed to the disposal of these assets

The rate of taxation 1s expected to follow the standard rate of UK Corporation tax in tuture years

The 2012 Budget on 23 March 2012 announced that the UK corporauon tax rate will reduce 10 22% by 2014 A
reduction 1n the rate from 26% to 25% (effective from | Apnl 2012) was substantively enacted on 5 July 2011, and
further reductions to 24% (effecuve from 1 Apnl 2012) and 23% (effective from 1 April 2013) were substannvely
enacted on 26 March 2012 and 3 July 2012 respectively

This will reduce the company's future current 1ax charge accordingly and further reduce the deferred tax hability at
31 March 2012 (which has been calculated based on the rate of 24% substantively enacted at the balance shecet date)
by £867,000

It has not yet been possible to quantify the full anucipated ettect of the announced further 1% rate reducuon,

although this will further reduce the company's future current tax charge and reduce the company's deferred tax
liability accordingly
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Notes (continued)

7 Tangible assets

Cost
At 1 Apnl 2011
Additions

Disposals
At 31 March 2012
Represenning assets stated at

Valuation in 1999
Cost

At 31 March 2012

Depreciation
At ] April 2011
Charge for the period

Al 31 March 2012

Net book value
At 31 March 2012

At 31 March 2011

Metropole Hotels (Holdings) Limited
Directors’ Report and Financial Statements
For the year ended 31 March 2012

Freehold Long Fixtures
land and  leasehold and fittings

properties properties & equipment Total
£000 £000 £2000 £°000
237,437 107,531 54,632 399,600
- - 2,424 2424
237,437 107,531 57,056 402,024
205,630 100,578 - 306,208
31,807 6,953 57,056 95,816
237,437 107,531 57,056 402,024
25,080 14,310 30,651 70,041
1,941 1,376 3,620 6,937
27,021 15,686 34,271 76,978
210,416 91,845 22,785 325,046
212,357 93,221 23,981 329,559

The amount of freehold and long leasehold property determined according to the historic cost accouniing rules 1s as

tollows

Historic cost
Depreciation

Net book value

Registered number 00465603 / 31 March 2012

Year ended

Ycar ended

31 March 2011 31 March 2011

£000

261,515
(25,987)

235,528

£000

261,515
(24,764)

236,751
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Notes (continued)

8 Stocks

Goods for resale and consumables

9 Debtors

Trade debtors

Prepayments and other debtors
Amounts due from group undertakings

10 Creditors: amounts falling due within one year

Trade creditors

Other taxes and social security

Other creditors and accruals

Amounts owed to group undertakings

Metropole Hotels (Holdings) Limuted
Directors’ Report and Financial Statements
For the year ended 31 March 2012

31 March 2012
£°000

170

31 March 2012
£2000

5,925
1,040
134,190

141,155

31 March 2012
£000

8,368
1,212
6,838
25,720

42,138

31 March 2011
£7000

201

31 March 2011
£°000

4,890
1,082
106,608

112,580

31 March 2011
£'000

3,898
1741
9,133
25,720

40,492

Amounts due to group undertakings arc included in amounts due within one year where there are no specified
repayments terms  While amounts due to group undertakings are techmcally repayable on demand the directors are
of the opinton that 1n the ordinary course of business, repayment within such a timescale would not be required
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Metropole Hotels (Holdings) Limited

Directors” Report and Financial Statements
For the year ended 31 March 2012

Notes (continued)

11 Provisions for liabilities and charges
Deterred taxation
31 March 2012 31 March 2011

£7000 £000
Balance at 1 April 2011 22,097 24,062
Origination and reversal of urmng differences 410 (265)
Etfect of decrease 1n tax rate (1,692) (1,700)
Balance at 31 March 2012 20,815 22,007

The provision at 31 March 2012 and 2011 relates prmarily to timing differences ansing from accelerated capital
allowances The Company has no un provided deterred tax llabihties and no unrccognised deferred tax assets (2011
£ml)

12 Called up share capital
31 March 2012 31 March 2011
£000 £'000
Allotted, called up and fully paid
30,000,000 deferred ordinary shares of 25p each 7,500 7.500

The helders of deferred ordinary shares have no right to receive dividends  On hqudanen, reducnion of capital or
otherwise, the surplus assets of the Company shall be applied first 1n repaying to the holders of ordinary shares an
amount 1 US dollars of £2,400,000 at a determined rate of exchange and secondly repaying to the holders ot the
deferred ordinary shares the amount pawd up on such shares, the balance of the surplus assets shall be distributed to
the holders of the ordinary shares 1n proportion to therr respective holding Deterred shares carry no voung nights

13 Reconciliation of movement in shareholders’ funds
Share
Share premium  Revaluation Profit and loss
capital account reserve account Total
£000 £°000 £000 £000 £000
At 1 Apnl 2011 7,500 174,891 61,117 153,447 396,955
Profit for the year - - - 25,459 25,459
Transfer of depreciation on - - (2,094) 2,094

revaluation reserve

At 31 March 2012 7,500 174,891 59,023 181,000 422,414
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Metropole Hotels (Holdings) Lirmited
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For the year ended 31 March 2012

Notes (continued)

14 Financial commitments

The annual commitment under non-cancetlable operating leases is as follows

Land and buildings
31 March 2012 31 March 2011

£000 £°000

Leases expiring
Atfter five years 916 916

Plant and equipiment ‘
31 March 2012 31 March 2011 |

£000 £'000

Leases expiring
Within one year

15 Related parties

During the year a management lee was charged by Tonstate Group Limited amounting to £300,000 (2011
£300,000} At the period end £25,720,000 (2011 £25,720,000) was owed to Tenstate Metropole Hotels Limuted,
£2,225,000 was owed by Tonstate Hotels Limued and £131,965,000 (2011 £106,608.,000) was owed by Tonstate

Metropole Hotels Limited

16 Contingent liabilities

The Company’s assets are secured by a fixed and floaung charge to Bank of Scotland mn respect ot a loan provided
to Tonstate Metropole Hoicls Limited, an termediate parent undertaking The amount outstanding on this tacility
at 31 March 2012 was £393,899,000 (2011 £393,899,000)

17 Capital commitment
A contract has been entered into with Hilton in respect of the refurbishment of the Birmingham Metropole Hotel
The total commument 15 £20 6m, of which £8 5m has been speni to date

18 Ultimate parent company and parent undertaking of larger group of which the Company is a
member
The Company 1s a subsidiary undertaking of Tonstate Metropole Hotels Limited, incorporated in England

The largest group i which the results of the Company are consohdated 15 that headed by Tonstate (Hotels) Limited,
incorporated 1n England The consohidated accounts of this group are available to the pubhc and may be obtained
from 3 Park Place, St James', L.ondon, SWIA ILP

The ultimate parent company 15 Overseas Holdings Capital Group Linuted, regisiered 1n Brinsh Virgin Islands
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