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Directors’ report

The directors present their annual report and audited financial statements for the 52 week year ended 30 December
2006

Principal activity and business review

The profit and loss account 15 set out on page 7

The principal activity of the company 1s that of an investment holding company

Principal risks and uncertainties

Financing and interest rates

The company finances 1ts activities through loans provided by fellow group undertakings on commercial terms

Dividends
The directers do not recommend the payment of a dividend (2006 £ntl)

Directors

The directors of the company who served dunng the year were

Michael Purtll
Ian Goulding
Dawvid Taylor

All directors benefited from qualifying third party indemnity provisions 1n place dunng the year and at the date of
this report

Charitable and political donations

No contributions were made by the company for either chantable or political purposes (2006 £nil)
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Directors’ report (connnued)

Disclosure of nformation to auditors

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 auditors are unaware, and each director has
taken alt the steps that he ought to have taken as a director to make himself aware of any relevant audit information
and to establish that the company’s auditors are aware of that information

Auditors

In accordance with Section 384 of the Compames Act 1985, a resolution for the re-appomntment of KPMG LLP as
auditors of the company 1s to be proposed at the forthconung Annual General Meeting

By order of the board

I Goulding
Company Secretary 23 May 2008
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Statement of directors’ responsibilities in respect of the Directors’ Report and the
financial statements

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

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

The financial statements are required by law to give a true and fair view of the state of affairs of the company and of
the profit or loss for that penod

In prepaning these financial statements, the directors are required to
m select suitable accounting pohcies and then apply them consistently,
m make judgments and estmates that are reasonable and prudent,

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

m prepare the financial statements on the going concern basis unless 1t 15 inapproprate to presume that the company
will continue 1n business

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any
time the financial position of the company and enable them to ensure that its financial statements comply with the
Compames Act 1985 They have a general responsibality for taking such steps as are reasonably open to them to
safeguard the assets of the company and to prevent and detect fraud and other 1rregulanties




N

KPMG LLP

1 The Embankment
Newlle Street
Leeds

LS1 4DW

United Kingdom

Independent auditors’ report to the members of Marston Hotels Holdings
Limited

We have audited the financial statements of Marston Hotels Holdings Lirruted for the year ended 30
December 2007 which comprise the Profit and Loss Account, the Balance Sheet and the related notes
These financtal statements have been prepared under the accounting pohicies set out therein

This report 1s made solely to the company’s members, as a body, in accordance with section 235 of the
Companies Act 1985 Our audit work has been undertaken so that we mught state to the company’s
members those matters we are required to state to them n an auditor’s report and for no other purpose
To the fullest extent permutted by law, we do not accept or assume responsibility to anyone other than
the company and the company’s members as a body, for our audit work, for this report, or for the
opimons we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for prepaning the financial statements 1n accordance with applhicable law
and UK Accounting Standards (UK Generally Accepted Accounting Practice) are set out in the
Statement of Directors’ Responsibilities on page 4

Our responsibility 1s to audit the financial statements tn accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)

We report to you our opimion as to whether the financial statements give a true and fair view and are
propetly prepared 1n accordance with the Compames Act 1985 We also report to you whether 1n our
opinion the information given 1n the Directors’ Report 1s consistent with the financial statements

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

We read the Directors’ Report and consider the implications for our report 1f we become aware of any
apparent misstatements within 1t

Basis of audit opinion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board An audit includes examnation, on a test basis, of evidence
relevant to the amounts and dtsclosures 1n the financial statements It also mcludes an assessment of the
stgmficant estimates and judgments made by the directors in the preparation of the financial statements,
and of whether the accounting policies are appropnate to the company’s circumstances, consistently
applied and adequately disclosed

We planned and performed our audit so as to obtain all the information and explanations which we
considered necessary mn order to provide us with sufficient evidence to give reasonable assurance that
the financial statements are free from matenal msstatement, whether caused by fraud or other
urregulanty or error  In formung our opinion we also evaluated the overall adequacy of the presentation
of information 1n the financial statements
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Independent auditors’ report to the members of Marston Hotels Holdings
Limited (continued)

Opinion

In our opimon

- the financial statements give a true and fair view, in accordance with UK Generally Accepted
Accounting Practice, of the state of the company’s affairs as at 30 December 2007 and of 1ts loss
for the period then ended,

. the financial statements have been properly prepared in accordance with the Compamies Act 1985,
and
- the information given in the Directors’ Report 1s consistent with the financial statements

ooz wf

KPMG LLP 23 May 2008
Chartered Accountants
Registered Audutor




Profit and loss account
Jor the 52 week year ended 30 December 2007

Administrative expenses

Operating loss

Other mterest recervable and similar income
Interest payable and simular charges

Loss on ordinary activities before taxation
Tax on loss on ordinary activities

Loss for the financial period

Notes

b

1
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13 month

Year ended  penod ended
30 December 31 December
20607 2006

£000 £7000
- (1,141)
- (1,141)

735 550
(19,408) (14,190)
(18,673) (14,781)
5,909 2,528
(12,764) (12,253)

All of the company’s operations dunng the year shown above represent contiuing operations

The company has no recogrused gans or losses other than the loss above and therefore no separate statement of total

recogmsed gains and losses has been presented

There 1s no difference between the loss on ordinary activities before taxation and the retained loss for the year stated

above, and their lustorical cost equivalents
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Balance sheet

as at 30 December 2007
Notes 2007 2006
£000 £'000
Fixed assets
Investments & 147,058 66,058
Current assets
Debtors 7 16,481 91,211
Cash at bank and 1n hand - -
16,481 91,211
Creditors amounts falling due within one year 8 (180,779) (161,745)
Net current habilities (164,298) (70,534)
Total assets less current Liabilities (17,240) (4,476)
Provisions for kabilities and charges 9 - -
Net hiabilities (17,240) (4,476)
Capital and reserves
Called up share capital 10 169 169
Revaluation reserve 1 7,608 7,608
Profit and loss account 1 (25,017 (12,253)
Total equity shareholders’ {deficit)/funds 12 (17,240) (4,476)

The financial statements on pages 7 to 13 were approved by the board of directors on 23 May 2008 were signed on 1ts
behalf by

S

I Goulding
Finance Director
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Notes
(forming part of the financial statements)

1 Accounting policies

The following accounting policies have been applied consistently in dealing with items which are considered
material 1n relation to the financial statements

Basis of accounting

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

The financial statements have been prepared on the going concern basis which assumes that the company wall
continue to trade The vahdity of this assumption 1s dependent on the continued support of QHotels Group Limuted
QHotels Group Lirmted has agreed to provide financial support to the company to meet 1ts financial oblhigations for
at least the next 12 months from the approval of these financial statements and the foreseeable future

The company has not prepared consohdated financial statements for the year as permitted by Section 228 of the
Comparues Act 1985

As a wholly owned subsidiary, the company has availed itself of the exemption under Financial Reporting Standard
Number 8, not to disclose intra-group transactions

Under Financial Reporting Standard Number 1, the company 1s exempt from the requirement to prepare a cash flow
statement on the grounds of 1t bemng a wholly owned subsidiary of QHotels Group Limuted

Investments

Investments acquired before 1 Apnl 1999 are stated at net asset value as at 31 March 1999, unless the current net
asset value 1s less than this value in which case the current net asset value 1s used Investments acquired since 31
March 1999 are stated at cost

The carrying value of fixed asset mvestments 1s reviewed for impairment 1f events or changes 1in circumstances
indicate the carrying value may not be recoverable

Taxaton

The charge for taxation 1s based on the profit or loss for the period and takes into account taxation deferred because
of iming differences between the treatment of certain items for taxation and accounting purposes

Deferred tax 1s recogmsed, without discounting, 1n respect of all timung differences between the treatment of certain
items for taxation and accounting purposes which have ansen but not reversed by the balance sheet date, except as
otherwise required by FRS 19




Notes (continued)

2 Interest recervable and similar income

Accrued finance income
Interest receivable from group undertakings

3 Interest payable and similar charges

On bank loans and overdrafts
Interest payable to group undertakings

4 L.oss on ordinary activities before taxation

The directors received no remuneration in respect of the year ended 30 December 2007 (2006 £l

Marston Hotels Holdings Lumited
Directors’ repont and financial statements

2007
£000

173

735

2007
£000

19,408

19,408

30 December 2007

2006
£000

550

550

2006
£000

5,873
8,317

14,190

The audit fee for the company for 2007 of £5,000 (2006 £5,000) The company paid no other fees to the auditors

for other services (2006 £nil)

5 Taxation

Current year
Group rehef credit

Prior year year

Corporation tax (credit)/charge
Group relef credit

Tax credit n period

2007
£°000

(5,602)

(26)
281)

(5,909)

2006
£7000

(2,546)

18

(2,528)

10
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Notes (contnued)

5 Taxation (connnued)

The current tax credit 1s the same as (2006 lower) than the standard rate of corporation tax n the UK 30% (30%,
2006 30%) The differences are explained below

2007 2006
£7000 £000
Cun*en! tax reconcihiation
Loss on ordimary activities before tax (18,673) (14,781)
Current tax at 30% (5,602) (4,434)
Effects of
Losses not provided for - 1,888
(5,602) {2,546)
6 Fixed asset investments

The company’s investments 1n subsidiary undertakings are as follows
Shares in subsidiary

undertakings
£000

Cost
At beginming of year 66,058
Additions 81,000
Atend of year 147,058

The company has investments of

£26,058,000 at valuation, representing the whole of the 1ssued ordinary share capital of Marston Hotels Lirmted,
incorporated 1n England, which operates and manages a group of hotels

£121,000,080 at cost, representing the whole of the issued ordinary share capital of MH Freeholds Limted,
incorporated in England, which 1s a property investment holding company

7 Debtors
2007 2006
£000 £7000
Discounted convertible loan notes from group undertakings - 90,550
Amounts owed from group undertakings 16,455 661
Corporation tax debtor 26 -

16,481 91,211

11
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Notes (connnued)

8 Creditors amounts falling due within one year
2007 2006
£:000 £000
Corporation tax - 18
Amounts due to group undertakings 180,779 161,727
180,779 161,745
9 Provisions for habilities and charges
The amounts unprovided for deferred tax assets are set out below
2007 2006
£°000 £:000
Tax losses camed forward {340) (1,888)
10 Called up share capital
2007 2006
£'000 £000
Authorised
500,000 ordimary shares of £1 each 500 500
Allotted, called up and fully paid
168,710 ordimnary shares of £1 each 169 16%

11 Reserves

Revaluation Profit and loss

Reserve account Total

£000 £000 £000

At beginning of year 7,608 (12,253) (4,645)

Loss for the year - (12,764) (12,764)

At end of period 7,608 (25,017) (17,409)
12 Reconcihiation of movements in shareholders deficit

2007 2006

£000 £000

Opening shareholders’ (deficit)/funds (4,476) 7,777

Loss for the year (12,764) (12,253)

Closing shareholders’ deficit (17,240) (4,476)

12
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Notes (connnued)

13 Ultimate controlhing party

The entire 1ssued capital of the company 1s owned by QHotels Investments Limited The ultimate controlling party
15 QHotels Group Limited, a2 company incorporated 1n Great Britain and registered 1n England and Wales The
Group accounts of QHotels Group Lamited can be obtained from Registrar of Compames, Compames House, Crown
Way, Cardiff, CF4 3UZ 86 7% of the 1ssued share capital of QHotels Group Lirmted 1s held by Alchemy Pariners
Nominees Lirmted on behalf of investors in the Alchemy Investment Plan The Alchemy Investment Plan 1s
managed by Alchemy Partners (Guernsey) Limited

14 Contingent liabilities

The company 1s a participant in QHotels Limited’s term loan borrowings whereby these borrowings are secured by
fixed and floating charges over the company’s assets




