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Admiral Taverns (Max) Limited

Registered No 5847940

Directors’ report

The Directors present their report and financial statements for the year ended 31 May 2010

Results and dividends

The profit for the year after taxation amounted 10 £189,039,000 (2009 loss £144,039,000) after crediting
operating and non operating exceptional items totalling £187,017,000 (2009 charging £148,482,000) The
Directors do not recommend a final dividend (2009 £ml)

Principal activity and review of the business
The principal acuvity of the Company 18 to act as a holding company

A comprehensive review of the state of affairs of the Group into which the Company 1s consolidated,
mncluding key performance indicators and key nsks and uncertainties 1s contained n the report and
financial statements of Admural Taverns Group Holdings Limited, the ultimate parent undertaking at the
year end

Restructuring

On 16 November 2009, Admiral Taverns (Napier) Limited and Admiral Taverns (Nevada) Limited
assigned intercompany recetvable balances due from the Company to Admural Taverns (Chester) Limited
for nominal consideration

On 17 November 2009, the Admiral Taverns group of compames went through a debt restructuring
process The process resulted 1n the core trading entittes and assets of the Admiral Taverns group being
acquired by two newly created compames, Admiral Taverns Bidco Limated (“Bidcoe”) and Admural
Taverns Nevada Properties Limited (“ATNPL”), both subsidianies of Admiral Taverns Group Holdings
Limited (“ATGHL”), the new group ultimate parent company (“the new Group™) As part of the same
process, the former group parent company Admiral Taverns Group Limited was placed mto
admimstration aleng with four other group companies The new Group headed by ATGHL, which s
owned by a combination of Lloyds Banking Group (“LBG”) and employee benefit trusts, has a
significantly reduced level of bank debt and has been trading profitably since that date

As a consequence of this restructuring, the Company was affected as follows

= The nghts to intercompany amounts due from the Group to Admiral Taverns (Napier) Limited with a
face value of £249 miilion were assigned by that company to Admral Taverns (Chester) Limted for
a nominal amount

= LBG demanded that 11s loans to Admural Taverns (Napier) Limited and Admiral Taverns (Nevada)
Limited be repaid This in turn tniggered a senes of events which resulted in Adnural Taverns Group
Limited, Admiral Taverns Holdings Limited, Admiral Taverns (Napier) Limited, Admural Taverns
{Nevada) Limited and Admiral Taverns (869) Limited being placed into admimstration

= Having demanded repayment of debt due from Admural Taverns (Napter) Limited and Admiral
Taverns (Nevada) Limited, under existing guarantees, LBG demanded £100,000 from the Company
which created a new hability 1n the Company which was formally confirmed by the 1ssue of two loan
instruments

*  Admiral Taverns (58) Limited and the subsidianes of Admiral Taverns (Napier) Limited, including
the Company, all of which had sigmificant net liabilities, were sold by the Adminustrator to Bidco (a
subsidiary of ATGHL) for a nominal amount
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*  £52.000 of the hability of the Company demanded by LBG, represented by one of the loan
instrumnents referred to above, was novated to Bidco m exchange for an intercompany debt due to
Bidco This mtercompany debt bears interest at 2% above base rate on the face value of the debt and
cannot be called by Bidco other than in an insolvency event of any of the subsidianes of Bidco (other
than ATNPL) mcluding the Company Bidco subsequently novated this LBG debt to ATGHL who,
in turn, exchanged 1t with LBG for an equity stake in ATGHL

*  Bidco, having raised finance under a new facility with LBG, lent the Company funds on
intercompany balance to enable 1t to repay £48,000, represented by the other loan instrument referred
to above, to LBG The intercompany debt created bears interest at 0 5% above the borrowing rate on
Bidco's external borrowings and s repayable on demand

«  The Company has been released from all guarantees relating to the loans owed by the compames 1n
administration to LBG

Subsequently, on 29 May 2010, Admural Taverns (Chester) Limited sold the intercompany debt 1t
acquired as noted above to Bidco, who in turn released 1ts nghts to payment of the intercompany debt
acquured

As a result of these steps, the Company has recorded an exceptional charge of £100,000 as a result of the
LBG call under the guarantees referred to above and an exceptional credit of £248,840,000 as a result of
the release of intercompany debt by Bidco

Following the restructuring and refinancing summarised above, the Company along with the other entities
in the Group, 1s operating under a new banking facility with LBG, with the facility term for an imtial 18
month penod expiring on 17 May 2011 Subsequent to the year end, the Directors have successfully
agreed an extension to the banking facility for a further six months, such that the new facility wall expire
on 30 November 2011

Accounting policies and practices

Following the acquisition of the Company by ATGHL 1n order to align itself with the policies and
practices of the new Group, now holds 1its investments 1n subsidianies at historic cost less provision for
impairment rather than at valuation Whulst this policy has been applied retrospectively, there 1s no
impact on the financial statements arising as a result of this change n accounting policy

In the opinion of the Directors the financial statements give a fair view of the development of the busmess
during the year and of its position at the end of the year

Going Concern

As noted above, the Group meets 1ts day to day working capital requirements through a bank facility
which 1s due for renewal on 30 November 2011 The Directors have prepared detailed forecasts for the
Group through to 31 May 2012 which has been compared to the available facility (that runs to 30
November 2011) and the covenant tests set out therein  This review, which includes appropnate
sensitivaty analysis, shows that the Group will be able to meet 1ts hiabihties as they fall due throughout the
period to 30 November 2011

Based on the above, and after appropnate making enquiries, the Directors have a reasonable expectation
that the Company has adequate resources to continue 1n operational existence for the foreseeable future
Accordingly, they continue to adopt the going concern basis i prepanng the financial statements
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Directors
The Directors who served the Company during the vear were as follows

E S Rosenberg (resigned 16 November 2009)
D Rosenberg (resigned 16 November 2009)
A Landesberg (resigned 16 November 2009)
G Landesberg (resigned 16 November 2009)
L D’ Arcy (resigned 7 July 2010)

A Clifford

G Pearson

J Paveley (appointed 20 January 2010)

Subsequent to the year end, on 19 July 2010, Mr K Georgel was appointed as a Director
There are no Directors’ interests requinng disclosure under the Compamnes Act 2006

Disclosure of information to the auditors

So far as each person who was a Director at the date of approving this report 15 aware, there 1s no relevant
audit information, being mnformation needed by the auditor in connection with prepanng 1ts report, of
which the auditor 1s unaware Hawving made enquines of fellow Directors and the Company’s auditor,
each Director has taken all the steps that he/she 15 obliged to take as a Durector 1n order to make
himself/herself aware of any relevant audit information and to establish that the auditor 1s aware of that
mnformation

Auditors

In accordance with the Companies Act 2006, a resolution 1s to be proposed at the Annual General Meeting
for reappointment of Emst & Young LLP as auditors of the Company

On behalf of the Board

G Pearson
Director

22 November 2010
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Statement of directors’ responsibilities in respect of the
financial statements

The Dhrectors are responsible for preparing the annual report and the financial statements in accordance
with applicable law and regulations

Company law requires the Directors to prepare financial statements for each financial year Under

that law the Directors have elected to prepare the financial statements 1n accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and
applicable law) Under company law the Directors must not approve the finanicial statements unless

they are satisfied that they give a true and fair view of the state of affairs of the Company and of the profit
or loss of the Company for that year [n prepanng these financial statements, the Directors are required to

e  select suitable accounting policies and then apply them consistently,
e make judgements and estimates that are reasonable and prudent,

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

prepare the financial statements on the going concern basis unless 1t 1s mappropriate to presume that
the Company will continue 1n business

The Directors are responsible for keeping proper accounting records that are sufficient to show and
explan the Company’s transactions and disclose with reasonable accuracy at any me the financial
position of the Company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They are also responsible for safeguarding the assets of the Company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities

The Directors are responsible for the maintenance and integnity of the corporate and financial mformation
included on the Company’s website Legislation in the Umited Kingdom govermng the preparation and
dissemination of financial statements may differ from legislation in other junsdictions




Independent auditor’s report
to the members of Admiral Taverns (Max) Limited

We have audited the financial statements of Admiral Taverns (Max) Limited for the year ended 31 May
2010 which comprse the Profit and Loss Account, the Statement of Total Recognised Gains and Losses,
the Balance Sheet and the related notes 1 to 17 The financial reporting framework that has been applied
in their preparation s apphcable law and Unuted Kingdom Accounting Standards (Umted Kingdom
Generally Accepted Accounting Practice)

This report 15 made solely to the Company’s members, as a body, 1n accordance with Chapter 3 of Part 16
of the Companies Act 2006 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 1n an auditor’s report and for no other purpose To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
Company and the Company’s members as a body, for our audit work, for this report, or for the opinions
we have formed

Respective responsibilities of directors and auditors

As explained more fully 1n the Directors” Responsibilities Statement set out on page 5, the Directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view Qur responsibility 1s to audit the financial statements 1n accordance with applicable law and
International Standards on Audiing (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

An audit involves obtaiming evidence about the amounts and disclosures 1n the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropriate to the Company’s circumstances and have been consistently applied and adequately disclosed,
the reasonableness of sigmificant accounting estimates made by the Directors, and the overall presentation
of the financial statements

Opinion on financial statements
In our opinion the financial statements

e pgive atrue and fair view of the state of the Company’s affairs as at 31 May 2010 and of 1its profit for
the year then ended,

¢  have been properly prepared n accordance with United Kingdom Generally Accepted Accounting
Practice, and

e  have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opimion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements




Independent auditor’s report
to the members of Admiral Taverns {Max) Limited

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compantes Act 2006 requires us
to report to you 1f, 1n cur opinion

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

s the financial statements are not in agreement with the accounting records and remrns, or
e certan disclosures of Directors’ remuneration specified by law are not made, or

¢ we have not recerved all the information and explanations we require for our audit

Andrew em%l{\(%m{l}pry Auditor)

For and on behalf of Emst & Young LLP {Statutory Auditor)
Birmingham

22 November 2010




Admiral Taverns (Max) Limited

Profit and loss account
for the year ended 31 May 2010

[nterest receivable and similar income
Interest payable and similar charges
Impairment of fixed asset investments
Fundamental financial restructuning

Profit/(loss) on ordinary activities before taxation
Tax on profit/(loss) for the financial year

Profit/(loss) for the financial year

All amounts relate to continuing operations

Notes

D h b

2010 2009
£'000 £'900
2,024 4,443

2) -
(61,723)  (148,482)
248,740 _
189,030  (144,039)
189,039  (144,039)

Statement of total recognised gains and losses

for the year ended 31 May 2010

There are no recogmsed gains or losses other than the profit attnbutable to shareholders of the Company
of £189,039,000 for the year ended 31 May 2010 (2009 loss £144,039,000)
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Balance sheet
at 31 May 2010

2010 2009

Notes £°000 £'000
Fixed assets
Investments 9 - 61,723
Current assets
Debtors 10 78,500 78,500
Craditors amounts falling due within one year 11 (98,839) (349,653)
Net current liabilities (20,339) (271,153)
Total assets less current liabilities (20,339) (209,430)
Creditors* amounts falling due 1n more than one year 12 52) -
Net liabilities (20,391) (209,430)
Capital and reserves
Called up share capital 14 - -
Profit and loss account 15 (20,391) (209,430)
Equity shareholders’ deficit 15 (20,391) (209,430)

The accounts were authorised for 1ssue by the Board of Directors on 22 November 2010 and were signed
on its behalf by

G Pearson
Director
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Notes to the financial statements
at 31 May 2010

1. Accounting policies
Basis of preparation

The financial statements have been prepared m accordance with the Companies Act 2006 under the
historical cost convention, modified by the revaluation of certain fixed assets, and 1n accordance with
applicable United Kingdom accounting standards

The accounting pohicies set out below have all been applied censistently throughout the year and the
preceding vear with the exception of the change 1n accounting policy relating to the valuation of
vestments 1n subsidianes which 1s explamned 1n note 8

Presantation of accounts

Foliowing the acquisition of Admiral Taverns group of compames by Admiral Taverns Group Holdings

Limated, as detailed 1n the Directors’ report, consolidated accounts have not been prepared for the Group
headed by the Company to 31 May 2010 The comparative figures have therefore been amended only to
include the results of the Company for the year ended 31 May 2009

Basis of consohidation

The Company has taken advantage of the exemption available under section 400 of Comparmes Act 2006
not to prepare and deiiver group financial statements

Statement of cash flows

Under the provisions of Financal Reporting Standard No 1 (Revised), the Company has not prepared a
cash flow statement because 1ts ulumate parent undertaking, Admiral Taverns Group Holdings Limuted,
has prepared consolidated financial statements which include the results of the Company and which are
publicly avatlable

Going concern

Following the events descrnibed m the Directors’ report the Directors are of the view that 1t 1s appropnate
to consider the ability of the Group as a whole to operate wathin the terms of the LBG banking facility
provided to Admiral Taverns Bidco Limited when assessing the ability of the Company and the new
Group to operate as a going concemrmn

As noted 1n the Directors’ report, the Group meets 11s day to day working capital requirements through a
bank facility which 1s due for renewal on 30 November 2011 The Directors have prepared detailed
forecasts for the Group through to 31 May 2012 which has been compared to the available facility (that
runs to 30 November 2011) and the covenant tests set out therein  This review, which includes
appropniate sensitivity analysis, shows that the Group will be able to meet 1its habilities as they fall due
throughout the period to 30 November 2011

Based on the above, and after making appropnate enquines, the Directors have a reasonable expectation
that the Company has adequate resources to continue 1n operational existence for the foreseeable future
Accordingly, they continue to adopt the going concern basis in prepanng the financial statements

Fixed asset investments

Investments 1n subsidianes are iutially recorded at cost Subsequently, at any penod end, investments in
subsidianies are reviewed for impairment based on the net asset value of the subsidiary adjusted to reflect
the Directors’ estimate of the existing use value of the pub estate owned by the subsidiary Any
impatrment charge 1s recorded through the profit and loss account as an exceptional item, below operating
profit

10
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Notes to the financial statements
at 31 May 2010

Accounting policies (continued)
Debt instruments

All mterest bearing loans and borrowings are initially recorded at net proceeds After imuial recogmition
debt 1s increased by the finance cost in respect of the reporting pernod and reduced by payments made 1n
respect of the debts 1n the pertod

Finance costs of debt, including transaction costs associated with the debt, are allocated over the expected
term of the debt at a constant rate on the carrying amount

Deferred taxation

Deferred taxation 1s recogmsed 1n respect of all uming differences that have onginated but not reversed at
the balance sheet date where transactions or events have occurred at that date that will result in an
obligation to pay more, or nght to pay less or to receive more, tax, with following exceptions

e Provision 1s made for tax on gains arising from the revaluation (and similar fair value adjustments)
of fixed assets, and gains on disposal of fixed assets that have been rolled over nto replacement
assets, only to the extent that, at the balance sheet date, there 1s a binding agreement to dispose of the
assets concerned However, no provision 1s made where, on the basis of all available evidence at the
balance sheet date, 1t 1s more likely than not that the taxable gain will be rolled over into replacement
assets and charged to tax only where the replacement assets are sold,

. Deferred tax assets are recognised only to the extent that the Directors consider that it 1s more hkely
than not that there will be suitable taxable profits from which the future reversal of the underlymng
timing differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply mn the periods
in which timing differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date

Auditors’ remuneration

Auditor’s remuneration for the financial year ended 31 May 2010 was paid by Admiral Taverns (Chester)
Limuted, a fellow group company

Staff costs and Directors remuneration

The Company had no employees durmg the year (2009 none) The Directors’ emoluments are paid by
Admural Taverns (Chester) Limited, a fellow group company No amounts are attributable to the
Company

Interest receivable and similar income

2010 2009

£000 £'000

Interest recervable from group undertakings 2,024 4,443
Interest payable and similar charges

2010 2009

£000 £°000

Interest payable to group undertakings 2 -

11
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Notes to the financial statements
at 31 May 2010

Fundamental financial restructuring

2010 2009

£°000 £'000

Repayment of bank debt under group cross guarantee (160) -
Release of amounts owed to group undertakings 248,840 -
248,740 -

The exceptional items noted above arose n respect of the capital and debt restructuring of the Admural
Taverns group of compames, as descnbed 1n the Directors’ report

Tax
There 15 no tax charge for the year
Factors affecting tax for the year

The tax assessed on the profit/(loss) on ordinary activities for the year differs from the rate of corporation
tax 1n the UK of 28% The differences are explained below

2010 2009

£000 £°000
Profit/(loss) on ordinary activities before tax 189,039 (144,039)
Profit/(loss) on ordinary activities multiplied by the rate
of corporation tax 1n the UK of 28% 52,931 (40,331)
Effects of
Expenses not deductible for tax purposes (52,365) 35,897
Unreheved tax losses carrnied forward 1,927 482
Group relief surrendered for nil consideration 1,532 3,952
Imputed interest charged for tax purposes (4,025) -

Current tax for the year - -

Change in accounting policy
Investments

During the year the Company changed 1ts accounting policy with respect to the valuation of investments
1 subsidiaries Investments are now valued initially at cost and subsequently, at each penod end, are
reviewed for imparrment based upon the net assets of the subsidianes adjusted to reflect the Directors’
estimate of existing use value of the pub estate owned by the subsidiaries The Directors consider that the
new policy provides a fairer presentation of the financial positon of the Company and 1ts investments as
the previously peniodic adjustments were made to increase revaluation reserves where the mvestment was
valued 1n excess of hustonc cost or a deficit was included in the profit and loss account where the
valuation was below historic cost There has been no impact of thus change 1n accounting policy on the
results of the Company for erther the current or comparative periods as the investment 1n subsidiaries had
been impaired to the value of the value of the subsidiary’s net assets at 31 May 2009 and further imparred
by £61,723,000 to £ml at 31 May 2010, to reflect the net hability position of the subsidiary at 31 May
2010

12
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Notes to the financial statements
at 31 May 2010

Investments
Shares in group
undertakings
£°000
Net book value
At t June 2009 61,723
Impairment (61,723)

At 31 May 2010 -

Details of the mvestments in which the Company (unless indicated) holds 20% or more of the nominal
value of any class of share are as follows

Proportion of

voting rights
and shares
Name of company Holding held Nature of business
Directly held
Admurai Taverns (780) Limuted Ordinary shares 100% Pub Company

The above entity 1s unlisted and incorporated 1n the United Kingdom

Debtors
2010 2009
£'000 £°000
Amounts owed by group undertakings 78,500 78,500
Amounts falling due in more than one year included above are
2010 2009
£'000 £000
Amounts owed by group undertakings 28,500 78,500

Included within Amounts owed by group companies 1s an unsecured lean of £28,500,000 to Admural
Taverns (780) Limited which was drawn on 30 May 2008 at an interest rate of LIBOR plus 1 5% The
loan 1s wholly repayable on 30 May 2018

Also included 1n amounts owed by group undertakings 1s an unsecured loan of £50,000,000 to Admural
Taverns (780) Limited, which was drawn down 1n September 2006 at an nterest rate of LIBOR plus 2%
and 1s repayable on demand

13
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13.

Notes to the financial statements
at 31 May 2010

Creditors: amounts falling due within one year

2010 2009

£'000 £°000

Amounts owed to group undertakings 08,839 349,653
Creditors: amounts falling due in more than one year

2010 2009

£'000 £°000

Amounts owed to group undertakings 52 —

The amount due to group undertakings anses as a proportion of the amount demanded by LBG under
cross guarantees and was novated to Bidco in exchange for an intercompany loan due to Bidco, as detailed
in the Directors’ report The loan bears interest at 2% above base rate on the face value of the debt and
cannot be called by the Bidco other than in an insolvency event of any of the subsidiaries of Admural
Taverns (Bidco) Limited {other than Admiral Taverns Nevada Properties Limited) including the

Company

Deferred taxation

Deferred taxation assets not recognised are as follows

Not
recognised
2010 2009
£°000 £000
Tax losses (12,036) (10,142)

The deferred tax asset in relation to tax losses 1s not recognised 1n the financial statements due to the
uncertainty of when these losses will be utihised by the Company

In his Budget of 22 June 2010, the Chancellor of the Exchequer announced tax changes which will have
an effect on the Company’s future tax position As at 31 May 2010, the tax changes announced n the
Budget were not 'substantively' enacted and as such, in accordance with Accounting Standards, the
changes have not been reflected n the Company’s financial statements as at 31 May 2010

The Budget proposed a decrease 1n the rate of UK corporation tax from 28% to 24% by 1% each year
from Apnl 2011, which will be enacted annually The reduction of the main rate of corporation tax from
28% to 27% from April 2011 has now been substantively enacted, on 27 July 2010 The effect of the
reduction of the corporation tax rate to 24% would be to reduce deferred tax The rate change would also
impact the amount of future cash tax payments to be made by the Company The effect on the Company
of the proposed changes to the UK tax system will be reflected in the Company’s financial statements in
future years, as appropnate, once the proposals have been substantively enacted

14
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17.

Notes to the financial statements
at 31 May 2010

Authorised and issued share capital

2010 2009

Authorised £°000 £'000
Ordinary shares of £1 each 1,000 1,000
2010 2009

Allotted, called up and fully paid No £°000 No £'000
Ordinary shares of £1 each 1 - 1 -

Reconciliation of shareholders’ deficit and movements on reserves

Total

share-

Share  Profit and holders’
capual loss account deficu
£000 £°000 £°000

At 31 May 2008
Loss for the year

(65,391)  (65,391)
(144,039)  (144,039)

]

At 31 May 2009
Profit for the year

(209,430)  (209,430)
189,039 189,039

At 31 May 2010 (20,391)  (20,391)

Related party transactions

The Company has taken advantage of the exemption available under FRS 8 not to disclose transactions
with other wholly owned members of the Admural Taverns Group Holdings Limited group

There are no other related party transactions requiring disclosure 1n the financial statements

Ultimate parent undertaking and controlling party

The immediate parent undertaking was Admiral Taverns (Napier} Limited, a Company incorporated n the
United Kingdom Following the capital and debt restructuning of the Admiral Tavems group of
companues, as detailed 1n the Directors’ report, the Company became a direct subsidiary of Admaral
Taverns Bidco Limited, a company incorporated in the Umited Kingdom from 17 November 2009 From
the same date the Company’s ultimate parent undertaking has been Admiral Tavemns Group Holdings
Limited, a company also incorporated in the United Kingdom

The consolidated financial statements of this Group will be available to the public and may be obtamned
from the registered office of Admiral Taverns Group Holdings Limited at 150 Aldersgate Street, London,
ECI1A 4E7
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