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Full Moon HoldCo 2 Ltd
DIRECTORS REPORT & FINANCIAL REVIEW

On 28" November 2011, the Group was informed by its credit card acquirer that as a result of one of its
customers experencing a sudden material liquidity crisis, 1t had re-assessed its attitude to risk for taking
depostts on forward bookings and therefore, unless the Group’s cash balance was materially higher thon
anticipated by 31 December 2011, the Group would be moved to o full cash collateralised guarantee
basis for bookings rather than a contractual guarantee basis for bookings On 23" December 2011 the
Group was moved by its credit card acquirer to a full cash collateralised guarantee basis for all room
bookings This resulted 1n £2 5m of cash being with-held by the credit card acquirer at 31" December
2011, which rose to £8 8m by 31* january 2012, £15 Om by 29" February 2012 and with a peak of £29 2m
of cash with-held on 8" May 2012,

Further, on 20" December 201 1, the Group was informed that its principal subtenant {Riverside
Restaurants Ltd trading as Little Chef), which operated restaurants on 109 properties adjocent to certain
older Roadside hotels, was experiencing financial difficulties and would not be able to pay its first quarter
2012 rent payment which was due on 23 December of £1 0m and may not be able to pay any further
rent lrabihties as they fail due The Group had an annual rent receivable from these units of £4 0m In
addition, the Group would acquire an annual rates habidity of EQ 7m 1f the umits were to become vacant
Subsequently the Group was informed there was a high probability of that restaurant business being
placed into admimstration (which occurred on 6 February 2012)

Finally, the Group's cash pasition had been further negatively impacted by o deterioration 1 trading
during the latter part of the vear (which had continued through 2012) and, when combined with the
above issues, had resulted n the Group breaching a number of its banking covenants at the 31%
December 2011 testing date. As a result, despite receving a waiver for alf breaches on 31% January 2012,
all of the Group’s secured debt (of £536 4m) was repayable on demand at the balance sheet date

Post Balance Shest Events

On 12™ October 2012, 100% of the share capital in Full Moon Holdco 4 Ltd (including all FM4's subsidiary
companies, which also :ncludes Travelodge Hotels Ltd, the principal trading company of the Group) was
sold by Full Moon HoldCo 3 ttd, the immediate subsidiary company of Full Moon HoldCo 2 Ltd, to a new
company UK Bid Co Ltd ("New Group”) for £1 At this date, the secunty held by the PiK debt holders and
Mezzanine debt holders was released resulting v that debt being extinguished and £75 Om of new
shareholder equity and unsecured loan notes was injected nto the New Group {repayment due n 2026)
in addition, the repayment date far the existing Senior Debt was extended from 2014 to fune 2017 and
the cash pay interest rate on that debt reduced to LIBOR plus 25 basis points through to December 2014
(subsequently LIBOR plus 500 basis pomnts) Further, a Super Senior Letter of Credit was provided which
has the effect of releasing up to £40 Om of cash which would otherwise be held as cash coliateral by the
New Group’s credit card acquirer Finally, the Group’s unsecured Eurobond notes were released with the
effect that the New Group would not have any habihty in relation to thaose notes This can be summansed
overleaf
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310ac1l 12Qct12

£m Em
Senior - First Uen 29113 299.3
- Flare Faality . 200
-5econd Lien 300 300
3213 3493
Mezzaruna 126 4 -
2 88.7 -
Secured Dabt 5364 349.3
Unsecured Loans - Eurcbond(06,09) 4314 -
- Notes {12) - 75.0
Total Funding 967 8 424.3

The New Group also utilised £20 Om of the Letter of Credit Facility (with a maximum amount of £40 Om)
in favour of the Group’s credit card acquirer {releasing £20 Om of cash)

In addition, the New Group only has a minimum cash hguidity bank covenant test untif December 2014
From this date the New Group will be subject to more normal banking covenant arrangements, with the
headroom in relation to these compliance tests to be agreed i Q4 2014 based on financial projections to
be prepared at that date

Funding, Covenant Compliance & Going Concern

The Directors have reviewed the New Group’s financial projections for the foreseeable future, and in
paruicular, the occupancy and rate forecasts and brand refurbishment programme that underpin those
projections and cashflows These critical assumptions have also been stress tested with plausible but
pessimustic changes to those assumptions As a result of these sensitivities, the mimimal cash interest
payments due through to December 2014, the requirement for £ni debt repayment untl june 2017 and
only a mimimum cash hiquidity covenant test until December 2014, the Directors have a reasonable
expectation that the New Group has adequate resources to continue as a gong concern Into the
foreseeable future

Operating Leases

The Group’s hotels are predominantly held under operating leases, which are not currently regarded as
debt for accounting purposes, though the accounting standards committee are currently reviewiag this
approach and have published an exposure draft which if enacted would result in all leases commg on ta
the balance sheet The leases are standard operating leases with normal commercial terms, typically 25
years (though a number of city centre and London properties have 35 year terms}, subject to standard
upwards only rent reviews, usually based on RP1 indices {though some have fixed up-lift reviews, at 2 5%
pa and subsequently to RPI), with Group only renewal rights at the end of the lease

At the balance sheet date, the Group had an annual minimum net rental commitment of £136 9m {net of
£3 8m rent receivable) The total future net rental commitment at the balance sheet date was

-
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approximately £3 1bn with leases having an average life of 22 years The net present value of these
commitments is approximately £1 Obn

Loss Before Tax

The following table analyses the results for the year -

2011 2010
Em £m
Revenus 3732.3 335.1
EBITDA 550 47.7
Depreciation/Amortisation (42 6) (41.8)
Cperating Profit before axcaptionals 124 5.9
Excephonals {539) (45)
QOperating (lass) profit after axceptionals (41 5) 14
Net Interest - cash paid {nat) {27.0) (25.4)
- charged {non cash) {23 8) (22.3)
{92 3) {46.3)
Interest on Eurchond (60.9) {52.3)
Lass/Profit Befare Tax {153 2) {98 &)

Revenue of £373 3m (2010 £335 1m) was 11% higher than prior year, resulting in EBITDA of £55 Om
(2010 E47 7m} representing EBITOA growth of 15% compared to the prior year However, after
depreciation and amortisation charges of €42 6m (2010 £41 8m) and an exceptional charge of £53 9m,
the Group made an Operating Loss of £41.5m (2010 Operating Profit of £1 4m) The Group incurred
secured bank interest charges of £50 8m {2010 £47 7m) and unsecured interest charges from the
Eurcbond hability of £60 9m (2010 £52 3m) which resulted in the Group making a Loss before Tax of
£153 2m (2010 £98 6m)

Exceptional items

The results include an exceptional charge of £53 9m, all of which was charged against Operating Profits
and includes a non-cash impairment charge of £45 4m against various tangible assets {discussed further
below), a non-cash charge of £2 1m n relation to the write down of various working capital balances at
49 hotels which were part of the Company Voluntary Arrangement ("CVA”} which the Company
undertook in 2012 (and will revert back to the landlords 1n 2013) and a charge of £6 4m n relation to
rent and rates liabikities on certain restaurant units which were hikely to revert to the Group following the
Administration of Little Chef, the principal subtenant

As a result of poor trading expenienced in the latter part of 2011, and which continued through 2012, the
Directors considered the carrying value of certain leasehold properties to be too high Therefore, an
impairment charge of £165 6m was made against 288 properties, of which £45 4m was charged against
operating profits and £120 2m was charged against the Revaluation Reserve
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Taxation

The underlymng tax charge for the year was £nil (2010 £nil) due to tax losses in the year A tax charge of
EG 1m was recognised in the year 1a relation to trading profits fram nsurance activities in a subsidiary
company in Maita

Cashflow

Net cashflow after interest costs and exceptionals is summarnised below -

£m
EBITDA 330
Waorking Capital ~comwary (8.2}
Capital Expenditure (28.3)
Nat mterest paid {27.0)
Operating cash outflow after Interest costs {8.5)
Tax paid {0 1)
Loans made to other group companies {1.7)
Cash outflow !10 3!
Opening Cash g3
Cash autflow (10 3)
Repayment of bank debt (13 2)
Clasing cash 150

At the balance sheet date the Group had unused, uncommitted facihties of £mil {2010 £nid) A further
£13 2m of borrowings were due for repayment in 2012
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Balance Shaet

The Balance Sheet s summarised below -

£m Em

Fixed Assets
- Goodwill 57
- Interest in laaseholds 3148
- F&F/Computer equipment 43.8 370.3
Stock 1.3
Debtors - trade/ather 110

- Prepayments tey o 356 468
Cash - 150
Current Assets T et
Secured Bank Debt ‘—(;ﬂi—d)—
Other current lishilitles {9a 2)
Current itabllitlesdue within 1 year __{EE.S)_
Net Currant Llabllities W
Unsacured Eurabond notas {431 4)
Finance lease Habilivy {29 4)
Provisions/other {19.3) {480.1)
Net Liabllittes (673.3)

At the balance sheet date the Group had breached a number of its banking covenants As a result,
despite recewing a waiver for all breaches on 31™ January 2012, all of the Group's secured bank debt {of
£536 4m) became repayable on demand Subsequently a full balance sheet restructuring was completed
on 12 October 2012 {previously described)

Pensions

The Group offers a defined contribution scheme to its employee’s (by way of recommending a thid party
stakeholder scheme provided by Prudential Assurance Company Ltd) with amounts charged to the
Income Statement equal to contributions paid in the year

Currency

The majority of the Company’s revenue 15 earned in sterling
Dwadend

The Director’s do not recommend the payment of a dvidend (2010 £nil)
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Insurance

The Group maintains quahfying third party indemnity insurance in respect of directors and offices against
any such habilities as referred to in Section 234 of the Companies Act 2006

Denations

There were Enil charitable donations made by the Group and charged to the accounts during the
perniod (2010 £nmil} There were no politicat donations made during the period (2010 £nil)

Qwnership

At 31% December 2011, the Directors regarded Dubai international Capital as the ultimate controlling
party On 12" October 2012, the shares of Full Moon Holdco 4 Ltd ("FM4” a subsidiary of FM2 Ltd) and all
the subsidiaries of FM4 (which also includes Travelodge Hotels Ltd, the principal trading company of the
Group) were sold by its immediate parent for consideration of £1 to UK Bidco Ltd, which the Directors
consider now to be the ultimate controliing party of the New Group

Employee Involvement

The Group 1s an equal opportunity employer and 1s committed to ensuring no employee or applicant 1s
treated less favourably on the grounds of race, religion, ethnic orgin, age, disability or sexual orientation
Employees are encouraged to become members of the stakeholder pension scheme The Group provides
information to its employee’s on matters of coencern to them via an Employee Consultative Committee
Employees are consulted on a regular basis so that therr views can be taken into account in making
decisians that may affect them

Applications for employment by disabled persons are always fully considered, bearing in mind the
aptitudes of the applicant concerned In the event of a member of staff becoming disabled, every effort 1s
made to ensure their continued employment with the Group and that appropriate training and support 15
arranged. It 1s the policy of the Group that the training, career development and promotion of disabled
persons should, as far as possible, be identical with that of other employees

Provision of Informatton to Auditors

As required under section 418 of the Compantes Act, the Directors confirm that

* So far as the Directors are aware, there 15 no relevant audit information of which the
Company’s auditors are unaware, and

* The Directors have taken all steps that they ought to have taken as directors to make
themseives aware of any relevant information and to establish that the Group’s auditors
are aware of that information
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independent Auditors
During the year the Directors re appointed Pricewaterhouse Coopers LLP as auditors of the Group
Approved by the Board of Directors

And signed on behaif of the Board

Jon Mortimore
Owrector

28 lanuary 2013
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FULL MOON HOLDCO 2 LIMITED

STATEMENT OF DIRECTORS' RESPONSIBILITIES

The Directors are responsible for preparing the Annual Report and the financral statements in accordance with applicable
law and regulations

Company law requires the Darectors to prepare financial statements for each financial year Under that law the Directors
lave prepared the group and parent company financial statements n accordance with Umited Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards and applicable law) Under company law the Direclors must
not approve the financial siatements unless they are sausfied that they give 2 true and fair view of the state of affaurs of the
group and the company and of the profit or loss of the group for that peniod  {n prepanng these financial statements, the
Directors are required to

» seiect switable accounuing policies and then apply them consistently,
* make judgements and accounting estumates thal are reasonable and prudent,

+ state whether apphicable UK Acecounung Standards have been followed, subject 1o any material departures disclosed
and explained n the financial statements,

« prepare the financial statements on the going concern basis unless it 1s inappropriate 1o presume that the Group will
continue wn business

The Dicectors are responsible for keeping adequate accounting records that are sufficient to show and explan the
Company’s transacuons and disclose with reasonable accuracy at any tme the financial position of the Company and the
Group and enable them to ensure that the financtal statements comply with the Companies Act 2006 They are also
responsible for safeguarding the assets of the Company and the Group and hence for taking reasonable steps for the
prevention and detection of fraud and other tcregulanities

DISCLOSURE OF INFORMATION TO AUDITORS
Each of the persons who 15 a Director at the date of approval of thus report confirms that

« 5o far as the Director 1~ awire, there 18 no celevant audit information of which the Company's auditors are unaware,
and

*+ he has taken all the steps that he ought to have taken as a Director n order to make tumself aware of any relevant audit
information and to establish that the Company's auditors are aware of that tnformation

This confirmation 15 given and should be interpreted 1n accordance with the provisions of section 418 of the Compantes
Act 2006

By order of the board

Company Secretary
28 January 2013
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF FULL MOON HOLDCO 2 LIMITED

We have audited the group financial statements of Full Moon Holdco 2 Limuted for the year ended 3| December 2011
which compnse the consohidated profit and loss account, the statement of group total recognised gains and losses. the
note of group histoncal cost profits and losses, the reconctliation of movements 1n group shareholders' funds, the group
baiance sheet, the consolidated cash flow statement. the accounting policies and related notes  The financial reporting
framework that has been applied in thew preparation s applicable law and United Kingdom Accounting Standards
(United Kingdom Generallv Accepted Accounting Practice)

Respective responsibilities of directors and auditors

As explained more fully n the Staterment of Dicectors’ Responsibilities set out on page 9 the Directors are responsible
for the preparation of the group financial statements and for being sausficd that they give a true and fair view Qur
responsibility 15 to audit and express an optmon on the group financial statements in accordance with applicable taw
and Internattonal Standards on Auditing (UK and [reland) Those standards require us to comply with the Auditing
Practices Board's Ethical Standards for Auditors

This report, wncluding the opinions, has been prepared for and only for the Company’s members a3 a body
accordance with Chapter 3 of Part 16 of the Compantes Act 2006 and for no other purpose  We do not, 1n giving these
opintons, accept of assume responsibility for any other purpose or to any other person to whom this report s shown or
nto whose hands it muy come save where expressly agreed by our priot consent in wniting

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures tn the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal nusstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropnate to the groups' circumstances and have
been consistently applied and adequately disclosed, the reasonzbleness of significant accounting estumates made by the
Durectors, and the overall presentation of the financial statements In addiion we read all the financial and non-
financtal information ir the annual report (o wWeatfy matenal inconsistencics with the audited finangial statements 1€
we become aware of any apparent matenal msstatements or inconststencics, we conswder the implications for our
report

Opimon on financial statements
In our opunion the financial statements

= give a true and far view of the state of the group's affairs as at 31 December 201 1 and of its [oss and cash flows for
the year then ended,

* have been properly prepared in accordance with United Kingdom Generatly Accepted Accounting Practice, and

* have been prepared tn accordance with the requirements of the Compamies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

[n our epinion the infocrmanon given in the Directors’ Report for the financial year tor which the group financial
statements are prepared 1s consistent wath the group financial statcments

vlatters on which we are required to report by exception

We have nothing to report tn respect of the following matters where the Companies Act 2006 requures us to report to
you if, tn our opiaton

* certatn disclosures of directors’ remuneration specified by law are not made or
= wt have not received all the information and explanations we require for our audit

QOther matter

We have reported separately on the parent company financial statements of Full Moon Hotdco 2 Lumited for the year
eaded 31 December 2011

s

John Eflts (Scrmor Statutory Auditor)

For und on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Smtutory Auditors
London

28 January 2013
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FULL ¥IOON HOLDCO 2 LIMITED

CONSOLIDATED PROFIT AND LOSS ACCOUNT
Year canded 31 December 2011

Year ended 31 December 2011 Year ended 31 December 2010
Before After Before After
wxcepuonal Excepuonal exceptional exgeptional Exceptional etceptional
Notes items items items items uems items
£m £m fm £y £m Em
Revenue 2 373.3 - 3733 335.1 - 3351
Operabng profit/ (loss) 4 124 (33.9) (41 3} 3.9 (43) 14
EBITDAR' 1781 (539 124.2 1542 45 1497
Net rent expense (i23 1) - {123.1) (106 5) - (106.5)
EBITDA® 550 (539) 1.1 477 (45 432
Amorusation 1 02 - 02) on - (B3]
Depreciation H (42 4) - {42.4) “@tn - (41.7)
Operating profit / (loss) 124 (339 (41.3) 59 (4 3) 1.4
Intecest recervabie 0 0l - 0.1 02 - 02
[nterest payable 7 (s - (111.8) {100 2) - {100 2)
Bank Loans - cash (22 4) - (224 212 - (2L2)
- non ¢ash (19 6) - (19 6) (189 - (189
Finance tease rentals / fees pard @7 - (CX). (44) . 44
Other non-cash charges (42) - (4.2) (34) - {3.4)
{50 9) - (309 @79 - 479
Eurobonds charge (nan cash) (60 9) - (60 9) (323) - (323
Interest charged (1Ll 8) - {111 8) {160 2) - (100 2)
L.oss hefore taxation (99 3) (339) {1532) (94 1} (4 3) (98.6)
Tax (charge)/credu 2 D - (0.0 01 (02) (0.1)
Loss for the year (99 4y {33.9) (133 3) (94 0) (4 7) (98 7)

1) Earmings before mterest tux. deprecianon amortisation and nee rent

2) Earmings before interest v deprecration and amoritsaiton

All results refate o continang aclivies
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FULL MOON HOLDCO 2 LIMITED

STATEMENT OF GROUP TOTAL RECOGNISED GAINS AND LOSSES
For the year ended 31 December 2011

Year ended Year ended
31 December 31 December
2011 2010
£m £m
Loss for the financtal year before impairment (1533) (987
Exchange adjustments offset in reserves 0.1 on
Impairment charge on tangible assets against the revaluation reserve (120 2) -
Total recogmsed losses for the year (273.6) (98.8)
NOTE OF GROUP HISTORICAL COST PROFITS AND LOSSES
For the year ended 31 December 2011
Year ended Year ended
31 December 31 December
2011 2010
£m £m
Reparted loss on ordinary acuvities before taxation & impairment (1532) (98 6)
Ditference between hustorical cost deprectation charge and the actual deprectation
charge for the year calculated on the revalued amount 15.8 157
Impairment charge on tangible assets against the revaluation reserve (120 2) -
Historical cost 1oss on ordinary activities before taxation (257.6) (82%)
Tax on loss on ordinary activities (o (01}
Histortcal cost loss for the year retained after taxation (257.7) (83.0)
RECONCILIATION OF MOYENENTS IN GROUP SHAREHOLDERS' FUNDS
Year ended Year ended
31 December 3t December
2011 2010
£m fm
Loss for the financial year (153 3) (987
[mpairment charge on langible assets against the revaluation reserve (120.2) -
Maovement tn foreign exchange reserve (note 24) o0 en
Net change in sharcholders’ deficit (273 6) (98 8)
Opentng shareholders’ deficut (3997 (3009
Closing shareholders’ deficit (673.3) (399 7)
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FULL MOON HOLDCO 2 LIMITED

CONSOLIDATED BALANCE SHEET
As at 31 Decemmber 2011

FIXED ASSETS
Goodwill
Tangible assets

CURRENT ASSETS
Stocks

Debtors

Cash at bank and ux hand

Creditors Amouats fatling due within one year
NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

Creditors Amounts falling due after moce than one year
Provistons for habilities

NET LIABILITIES

CAPITAL AND RESERVES
Called up share capral
Revaluation reserve

Foreign exchange reserve

Profit and loss account
TOTAL SHAREHOLDERS' DEFICIT

Note

13
i4

15
17

8

19

LA TR LT TV R ]
R S ]

LY

31 December

31 December

These financial statements on pages | I to 36 were approved by the board of dicectors and signed on their behalf by

Jon Mortumore
Director
28 January 2013

Full Moon Holdco 2 Limited

Page 13

Company registration number

2011 2010
£m £m
5.7 359

364.6 5420
3703 547.9
L3 il

46.6 40 1

150 385

63.1 797

(626.6) (109 2)
(563.3) (29.5)
(193.2) 5184
(461 4) {905 0)
(18.7) (13 1)
(6733) (399 7)
2.0 20
2152 3512
0.5 06
(891 0) (753 3)
(673.3) (399 7)
05893848




FULL MOON HOLDCO 2 LIMITED

CONSOLIDATED CASH FLOW STATEMENT
For the year ended 31 December 2011

Year ended 31 Year ended 3t
Notes December 2010 December 2010
£m £m
Net cash inflow from eperating activities 20 46.8 505
Returns on wvestments and servicing of finance
Interest recerved 8 01 02
Interest pad 7 (224} (21 2)
Interest element of finance lease payments 7 .0 (38
Finance fees pad 7 (0 6) (0 6)
Net cash outflow from returns on investments and servicing of finance 27.0 (25.4)
Capital expenditure and financial investment
Purchases of tangtble fixed assets [ (28.3) (3t Q)
Net cash outflow for capatal expenditure and financial investment (28 3) (310}
Taxation Paid (0.1) -
Acquisttions
Transaction costs on purchase of Inn Keepers Lodge 15 (1.7 (43)
Net cash outllow before financing (10 3) (10 2)
Financing
Repayments of borrowings Y] (13.2} 39
Net cash outflow from financing activities (13 2} {3.0)
Cash at 31 December 150 385
Memorandum - Analysis of operating cashflow’ Year cnded 31 Year ended 31
December 2011 December 2010
£m £m
EBITDA before exceptional wems i50 477
Working caputal - trading (62} 72
- cash spend on prowvisions 20} {I5)
Vet cash flows from operating activittes before exceptionals 46 8 334
Capual expenditure (28 3) (310)
Operating cashflow 1835 224
Non-trading cash flow
Interest paid (27 1) (256)
- received /N 62
Taxaton paid 1) -
Transaction cost on puwrchase of IKL (17) (72)
Cash utilised ({0 3) ({102}
Openeng Cash 3835 ji7
Cash utilised ({0 3) (102)
Repayment of borrowings (132) {30)
Movement in cash (23 3) (132)
Closing Casih 150 ELE]
Opeming net bank debt (477 4) (447 0)
Movement it cash (23 3) (132}
Repayment of botsonings 32 30
Interest ace rued nto principal (22.0) (195}
Net fees amortised {28) {07)
Closing net bank debt (3£23) 477 §)

! Operatng cash flow 13 defined ax cash gencrated by the Company before nterest and excepuonal costs
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FULL MOON HOLDCO 2 LiMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

1

ACCOUNTING POLICIES

General Information
Full Moon Holdco 2 Limted (the parert cornpany) is a hmuted company and was incorporated in the United

Kingdom on 2 August 2006 The company 13 domuciled in the United Kingdom The address of s registered
office and principal place of business are disclosed in the iroduction to the annual report The principal
activites of the parent company and its subsidiaries (together the Company) are disclosed in the Directors’
report

The group financal statements have been prepared under the provision of the large and medum - s1zed
companies and Groups (Accounts and Reports) Regulations 2008 (SI 2008/410) and applicable accounuing
standards The principle accounting policies apphed wn the preparation of these financial statements are set out
below These policies have been consistently applied to ail the years stated unless otherwse stated The
financial statements are prepared under the hustorical cost convention modified to tnclude the revaluation of
certain financial assets and hiabilities

Going Concern

The Directors have reviewed the New Group's financial projections for the foreseeable future, and
particular , the oceupancy and rate forecasts and brand refurbishment programme that underpwn those
projections and cashflows These critical assumptions have also been siress tested with plausibie but
pessiuustic changes to those assumptions  As a result of these sensiivities, the mummal cash interest
payments due through to December 2014, the requirement for £ml debt repayment until June 2017 and only a
muimum cash lequiduy covenant test unttl December 2014, the Directors have a reasenable expectauon that
the Group has adequate resources to continue as a going concern wito the foreseeable future

Basis of consolidation
The consohidated financial statements consolidate the financial statements of the Company and entities

controlled by the Company and us subsidiartes up to 31 December 2011 Contcol 1s achieved where the
Company has the power 10 govern the financial and operating policies of an investee entity so as to obtain
benefits from its acivites Uniform accounting policies are adopied across the group

The results of subsidiary undertakings acquired or disposed of during the year are mcluded in the consolidated
income statement from the effective date of acquisition or disposal, as approprtate

All intra-group transacuon balances, income and expenses are eliminated on consolidation

Business combinations
The acquisition of subsidianies 15 accounted for using the purchase method. The cost of the acquisstion s

measuced at the aggregate of the faur values, o the date of exchange, of assets given, llabihwes wncurred or
assumed, and equity instruments ssued by the Company n exchange for control of the acquiree, plus any
costs directly attabutable to the business combination The acquirer’s identiftable assets, habslwies and
conungent habilities are recognised at thew fair values at the acquisitton date

Revenue
Revenue represents the amount receivable tor goods and services supplied to customers in the normal course

of business, net of VAT and trade discounts

Revenue 1s measured at the consideration recetved or recervable and represents the amount cecervable for
goods and services supplied to customers in the aormal course of business, net of VAT The principal revenue
stream of the Company 1s providing branded budget hotel accommodatuion and 1s recognised when customers
stay Consideration received 1n advance of the customers stay w deferred in the balance sheet untl the date of
check 1n
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FULL MOON HOLDCO 2 LIMITED

NOTES TO THE CONSQLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

1

ACCOUNTING POLICIES (CONTINUED)

Stock
Stocks comprise finshed goods and goods for resale and are stated at the lower of cost and net realisable
value Cost 1s determined on a first in first out basss

Goodwill

Goodwll ansing on the acquisition of a business combination represents the excess of the cost of acquisition
over the Company’s mterest in the net fatr value of the identifiable assets, liabilities and contingent kabilittes
recognised at the date of acquisiion Goodwill 15 imually recognised as an asset at cost and 15 amortised over
twenty years

Tangible fixed assets

Interests n teasehold properties are stated in the balance sheet al thewr revalued amounts, being the existing
use value at the date of revaluation, less any subsequent accumulated depreciation and subsequent
accumulated impaument [osses Revaluations are performed every 5 years to ensure that the carrying amount
does not differ materially from that which would be deterruned ustng fatr values at the balance sheet date
Valuations are made n accordance with the RICS Appraisal and Valuation Manual

Any revafuation increase ansing on the revaluation of such leaseholds 1s credited to the revaluation reserve,
excepl to the extent that it reverses a revaluation decrease for the same asset previously recogmsed as an
expense, 1n which case the (ncrease 15 credited to the profit and loss account to the extent of the decrease
previcusly charged A decrease n the carrying value artsing on the revaluation of such leaseholds s charged
as an expense to the extent that 1t exceeds the balance, (f any, held in the revaluation reserve relating to a
previous revaluation of that asset

Depreciation on revalued leaseholds s charged to the profit and loss account On the subsequent sate or
retirement of a revalued leasehold, the attributable revaluation surplus rematning 1n the revaluation reserve 1§
tuansfecred directly to retained earnings

Fixtures and fittings and computer equipment are stated at cost less accumulated depreciation and any
recognised impaument loss Cost s defined to include the original purchase price of the asset and the costs
attnbutable to bringing the asset to its working candition for its intended use

Freehold and long leasehold properties are depreciated on a strawght line basts over 50 years, except where 1n
the opumion of the durectors, the residual value of these properties 1s such that any depreciatton would be
immatenal Freehold buildings are depreciated to their esttmated residual values over pertods up to fifty years
Leasehold land and buildings are depreciated to their estimated residual values over the shorter of fifty years
and thetr remaining lease penods Short leasehold properties are amortised on a straight line basis over the
penod of the leases or ther esttmated remaining lives 1f less Other tangible fixed asets are depreciated on a
straight line basis over their remmning lives wathun the following ranges Fixtures and fittings - 10 years,
Equipment - 5 to 10 years, Computer Equipment - 3 years

Borrowings

Debt 1s (ntially stated at the amount of the net proceeds after deduction of 15sue cosis The carrying amount 15
wncreased by the finance cost in respect of the accounting period The 1ssue costs are amortised on a strmght-
Line basts over the term of the debt
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FULL MOON HOLDCO 2 LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

1

ACCOUNTING POLICIES (CONTINUED)

Impairment

At each balance sheet date, the Group reviews the carrying amounts of its tangible and intangible assets 10
determine whether there 1s any indication that those assets have suffered an impairment loss [F such mndicatton
exists, the recoverable amount of the asset 1s estumated 1n order to determine the extent of the unpairment loss
(if any) Where the asset does not generate cash flows that are independent from other assets, the Group
estimates the recoverable amount of the income-generating umt to which the asset belongs

The recoverable amount 1s the higher of the net realisable value and the value 1n use, where value 1n use is
defined as the present value of the future cash flows obtainable as a result of an asset's continued use The
cashflows are discounted using a discount rate that reflects current market assessments of the ume value of
morey and the nisks specific to the asset for which the estimates of future cash flows have not been adjusted

[f the cecoverable amount of the asset (or tncome-generating uni) 1s estimated to be less than s carrying
amount, the carrying amount of the asset (or income-generating unit) 1s reduced to 1ts recoverable amount An
impatrment loss on revalued assets 15 recognised 1n the statement of total recognised gains and losses until the
carryng value of the asset reaches iis depreciated histonical cost and thereafier 1n the profit and loss account

Leased assets
Leases are classified as finance leases whenever the terms of the lease transfer substantially alf the risks and
rewards of ownership to the lessee All other leases are classified as operating leases

Rental costs or income under operating leases are charged to the profit and loss account on a straight Line basis
over the term of the lease, allowing for inflationary increases (n the year Incentives received by the Group to
enter nto leases as a lessee are credited to the profit and loss account on a straught line basis over the lease
term or, tf shorter, the penied to the first review date on which reat 1s adjusted to the prevailing market rate

Assets hetd under finance leases and other similar contracts, which confer nghts and obhgauons simitar o
those attached to owned assels, are capitzlised as tangible fixed assels and are depreciated over the shorter of
the lease terms and thetr useful lives The caputal element of future lease obhigations are recorded as habilities,
while the wnterest elements are charged to the profit and loss account over the period of the leases to produce a
constant rate of charge on the balance of capital repayments outstanding

Pension costs
The Company oifecs a defined contribuuion scheme 10 1ts employees The amount charged to the profit and

loss account for the scheme in respect of penston costs and other post-retirement benefits 1s the contnbutions
payable wn the year Differences between contribuhions payable in the year and contributions actually pad are
shown as exther accruals or prepayments tn the balance sheet The assets of the scheme are held separately
from those of the Company 1n an independently administered fund

Derivatives
The Group's acuvities expose (t primanly to the tinancial risks of changes n interest rates The Group uses an

nterest rate swap contract and an 1nterest rate cap contract to hedge these exposures The Group does not use
denrvauve financial instruments for speculative purposes Inmterest on the pay and receive feg of the swap 15
accounted for on an accruats basis The net interest payable or receivable on the swap 5 included within
wnterest payable 1n the profit and loss and account and the interest accrual (net) ts included withun creditors
due within one year The premwm for the purchased interest rate cap 1s cecogmised 1n the profit and loss
account on steaight line basis over the life of the optton [nierest recesvable on the cap 1s recognised on an
accrual basis after the cap has been exercised

Exceptional items

The Directors believe that in order to understand the underlying performance of the business, matenal and non-
recurning wems should be separatety disclosed as excepuonal ttems in the profit and loss account (note 6)
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FULL MOON HOLDCO 2 LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

1

ACCOUNTING POLICIES (CONTINUED)

Foreign currencies

For the purpose of the consolidated financial statements, the results and financial position of each entty are
expressed n Sterling, which 15 the functional currency of the Group, and the presentation currency for the
consolidated financial statements

Exchange differences ansing on the settlement of monetary items, and on the retranslation of monetary items,
are included 1n the profit and loss for the year Exchange differences arising on the relranslation of non-
monetary tems carried at fair value are included 1o the profit and loss for the year except for differences
ansing on the retranslation of non-monetary tiems 1n respect of which gams and losses are recognised directly
m equity For such non-monetary items, any exchange component of that gata or loss 1s also recognised
irectly i equaty

The results and financial position of subsidiaries that have a functional currency different from the Group's
presentational currency are translated 1 the consctidated financial statements Assets and hiabilities
denomunated in foreign currencies are translated into sterling at rates prevailing at the balance sheet date
Income statement items denominated in foreign currencies are translated at the rates of exchange prevailing on
the dates of the transactions

Trade debtors
Trade recewvables are mitially measured at faur value, and are subsequently measured at amortised cost, using

the effectave (nlerest rate method Appropnate allowances for estimated treecoverable amounts ate recognised
m profit or loss when there 5 objective evidence that the asset 15 impaired The allowance recogmsed 1s
measured as the difference between the asset’s carrying amount and the present value of estimated future cash
flows discounted at the effective interest rate computed at initia] recognition

Taxation
The tax expense represents the sum of the tax currently payable and defecred tax.

The tax currently payable 1s based on taxable profit for the year Taxable profit differs from net profit as
reported n the mcome statement because it excludes wtems of income and expense that are taxable oc
deductible in other years and 1t furthers excludes tems that are never taxable or deductible The Group’s
hability for current tax 15 calculated using tax rates that have been enacted or substantially enacted by the
balance sheet date

Defecred tax 1s recogrised in respect of alt tming differences that have onginated but not ceversed at the
balance sheet date, where transactions or events that result in an obligation to pay more tax in the future or a
right to pay tess tax in the future have occurced at the balance sheet date

A net deferred tax asset s recognised as recoverable and therefore recognised only when, on the basis of alt
avatlable evidence, 1t can be regarded as more likely than not that there will be suitable taxable profits against
whiuch to recover carried foiward tax losses and from which the future reversal of underlying timing
differences can be deducted

Deferred tax 1s measured at the average tax rates that are expected to apply in the periods in which the timing
differences are expected to reverse, based on lax rates and laws that have been enacted or substantively
enacted by the balance sheet date Deferred tax 15 measured on an undiscounted basis

Provisions

Provistons are recogmised when the Company has a present obligation as a result of a past event, and it ts
probable that the Company wili be required to settle that obligation Provisions are measured at the Directors’
best esttmate that the Company will be required to settie that obligauon and of the expenditure required
Further detaid on the nature of provisions s provided in note 22
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FULL MOON HOLDCO 2 LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

()

REVENUE

Revenue of £373 3m (2010 £335 1 m) represented amounts denived from the provision of goods and services wholly
within the Group's ordinary acuviltes atter the deduction of trade discounts and value added tax All revenue
retates to the principal acuvity of the Group, which 1s the supply of hotel rooms

ANALYSIS OF RESULTS, ASSETS AND LIABILITIES BY GEQGRAPHICAL REGION

Before exceptional items

Year ended 31 Year ended 31

December 2011 December 2010 Growth
Revenue £m £m %o
Travelodge - UK 3698 3320 H %
- Spam“ 3.0 26 4%
- Ireland 05 05 -
3733 3351 1%
EBITDAR!
Travelodge - UK 177.1 1533 16 %
- Spaun® 0.3 04 18%
- Ireland 03 05 -
178 1 1542 13 %
EBITDAR Margin %°
Travelodge UK 47 9% 46 2% I7ets
- Spam”® 159% 153% 06 P
- Ireland 100 0% 100 0% 0 Pis
47 7% 16 0% 17Ps
EBITDA’
Travelodge - UK 558 48 4 15 %
- Span’ [¢K)) (12) (11)%
- Ireland 05 05 -
350 47.7 15 %
Operating profit before exceptional ttems
Travelodge - UK 133 638 9 %
- Spain (L4} (1 4) (3%
- Ireland 03 03 -
Qgperating profit hefore excephionals 124 5.9 110 %%
Excepuonal wems (note 6)° (339) (4 5)
Operating profit/(loss) (4L.3) 14

Earmungs before interest e deprecianton amortisaiion and ner rent
Earmings before mierest i deprecianon and amornsation

Excepriongl stems relare 10 UK operattons (noie 6)

L T Y

Spam grawih s calenlated on reported Eurg data
EBITDAR margen 1s calculated as EBITDAR as u propoertion of revenue

w
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FULL MOON HOLDCO 2 LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

3 ANALYSIS OF RESULTS, ASSETS AND LIABILITIES BY GEOGRAPHICAL REGION

2011 2010
Assets £m £m
Goodwll 57 59
Trading assets Uk 408.6 5802
-Spdll!: 3.9 28
Ireland 02 D2
Total Travelodge 4127 583.2
Cash 15.0 385
Total assets 4334 627.6
Liabulities
Teading Liabiines -uk? (110 4) (102 6)
-Spam’ (08) ©4)
Non trading habthues’ (7.3) 86
Total operations (118.3) (111 6)
Bank debt (5275) (5139
Burobonds (431.4) G7on
Finance lease creditor (294) 29 1}
Total habiities (1,106 8) (1,027.3)
Net assets / liabilities
Goodwll 57 59
Trading net assets -UK 298.2 4776
-Spamn 31 24
-Irefand 02 02
3015 480 2
Non tracing net habilites (72) (8 6)
Total operations 2943 4716
Cash 150 385
Bank debt (527 5) (5159)
Net Bank Debt (51253) 477.4)
Eurobonds (431.4) (370N
Finance lease creditor (29 4) {29 1)
Net habilities {(6733) 3997

I - Travelodge UK operanng assets of €408 6 (2000 £380 2m) anelude €362 Om (2010 E5H0 4m) of fixed assets €1 3m (2010

EI Lin) of stock, £3 $m (2000 £3 8m} of irade accownts recervable {4 {in (2010 €3 7in) of other 1eccivables €33 6m (2010 €31 2im)
of prepavments and accrued encome

2 Travelodge Spam operating assets of £3 9m (2000 £2 Sav) wnciude €F 3m (2010 £1 2] of other recewables and £2 6m (2010

£l 6m) of fixed assets

3 « Travelodge UK operating fiabilittes of £110 Jm (2010 £102 6m} nclude £F 6m (2010 €3 3m) of deferred income EI8 7m (2010
£13 bim} of provistons €2 Im (2010 £0 3} of other payables €7 9m (2010 £7 9in) of tavation and other social security £16 4m
{2010 £18 2m) of trade payables €14 7m (2010 £18 8m) of accruals £20 3in (2010 €16 2m) of prepaid room depesis, £16 3m
(2010 €14 B} ront reverse preauems £1F L (2000 £9 Q) of capetal payables and €0 9m (2010 £0 8m) of amounts owiag urder
developinen: conltracts

4 Travelodge Spain operaiing lrabiliries of €0 8nr (2010 €0 4m) all relate to trade pavables
J - Travelodye nor trading liabiliites of €7 3(2010 E§ G} all relase to nuerest payable
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FULL MOON HOLDCO 2 LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

4

W

OPERATING PROFIT / (LOSS) \
Yearended 31  Year ended 31
December 2011 December 2010
£m £m
Operating profit / (loss) is stated after charging
Cost of goods sold 220 207
Employee costs (note 9) 86.0 758 !
Fees payable 1o the company's audutors' 0.5 03
Operaung expenses 867 34 1
Net operating expenses before rent, depreciatbion and exceptional items 195.2 1809
Rent - payable 127.5 t107
- recervable (4.4) {4 2)
Net operaung lease charges 123.1 106 5
Net operating expenses before depreciation and exceptional items 3133 287.4
Amortisation of 1atangible fixed assets (note 13) 0.2 g1
Depreciauocn of tangible fixed assets (note |4) 42.4 417
Net operating expenses before exceptional items 3609 329.2
Excepuonal wems (note 6) 339 45
Total net operating expenses 414 8 333.7

1) During the year the Group vbrawned the following services from the Group s auditors and us wsseciates wineh mchided fees puyable to the
Group auditors for the audit of the parent compam and consolidated financeat siarements of £0 2m {2010 €0 2m) fees payable to the Group s
wuelitors and us associates for other sen ices including rhe audit of rive Group's substdraries of £0 Im (2010 £0 im) and vther non-audit

sentces of £0 2m (2010 Endd)
2) All pperaung lease charges relaic io properny

RENT COVER (before exceptional items)

Rent charged to the income statement in the year was £127 5m (2010 £110 7Tm) Rental income credited 1o the

income statement in the year was £4 4m (2010 €4 2m)

Year ended Year ended
31 December 31 December
2011 2010
Em £m
EBITDAR' -UK 177.1 1533
- Span 03 04
- freland 03 03
178.1 154 2
Net operating lease rent payable to thurd party landlords® - UK 1213 1050
. Spaml 18 L3
- [reland - -
1231 106 5
tumes times
Rent cover -UK 15x I
- Spain {03 x) {03«
- [reland VA N/A
13x I3x

{  Earmings before uverest «x deprecienion amortisation amd set rent
2 Spamish fease rent payable wt local currency was €2 0184 (2010 €1 781%)




FULL MOON HOLDCO 2 LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

6 EXCEPTIONAL [TEMS

The results include a total exceptional non cash charge of £33 9m all of which was charged agamst operating profits, and
includes a non cash impairment charge of £45 4m against various tangible assets, a non cash charge of £2 1m (n relation to the
write down of vanous working capual balances at 49 hotels which were part of the Company Yoluniary Arrangement (“CYA ")
which the Group undertook 1n 2012 and will revert back to the tandlords in 2013 (see note 28), and a charge of £6 4m 1n
relation to the reassessment of rent and rates habilities on certamn historical empty restaurant umits

7 INTEREST PAYABLE AND SIMILAR CHARGES

Year ended 31 December 2011 Year ended 31 December 2010

Em £m im &m fm £m

Cash Noa-Cash' Total Cash Non-Cash' Total

Semor (B) debt 56 01 37 53 02 5.3
Senior (C) debt 78 (15 6.3 59 02 6.1
Capex facihity 19 (05) 1.4 17 - 1.7
Revolver facility 09 oD 0.7 07 - 0.7
Second lien debt 20 - 2.0 19 0l 2.0
Merzanine debt 19 12 13.1 23 94 1.7
PIK debt - e 106 - 92 92
Swap 23 0D 2.2 34 (0 2) 3.2
[nterest on bank loans 224 196 a0 212 186 401
Finance fees 06 06 12 06 on 0.5
Interest on obligations under finance leascs 41 03 44 38 05 4.3
Amortisation of debt 1ssue costs - 21 2.1 . 21 2.1
Unwinding of discount on provisions - 12 1.2 - 09 0.9
Finance costs before Eurobond nterest 27.1 23.8 50.9 25.6 22.3 47.9
Eurobond interest - 2006 - 603 605 - 519 519
- 2009 - 02 02 - 02 0.2

Other investor interest’ - 02 02 - 02 0.2
Finance costs 27.1 84.7 111.8 256 746 1002

! Includes non cash mterest accrued mie the principal amount of which £11 Sm (2010 £10 3m) reiates to the Mezzammne loan, end €10 6m (2010 £9 2o}
relates to the PIK loan Also included in the Mezzarune loan 1s a imovement on interest accrued of (€0 3m) (2010 £0 9m) All other nor-cash bank loan
nterest I'EI'GIES 10 MovemeEnt on LHLerest accruals

2 Other investor inieresi represents mierest ponable 10 Endetl Group Holdings Limued

8 INTEREST RECEIVABLE AND SGMILAR INCOME

Year ended Year ended

31 December 31 December

2011 2010

£m £m

Bank intcrest recervable 01 02
Interest receivable 0t 02
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FULL MOON HOLDCO 2 LIMITED

NOTES TO THE CONSOLMDATED FINANCIAL STATENMENTS
For the year ended 31 December 2011

9 INFORMATION REGARDING DIRECTORS AND EMPLOYEES

Year ended 31  Year ended 31
December 2011 December 2010

Dhrectors emoluments £ '000 £ '000
Directors' emofuments 1,254 1,717
Fees 214 273
Pension costs 200 189
Benefits in kind 4 4
Total 1,672 2,183
Remuneraton of the highest pard director 414 564
Pension costs of the ughest paid director 68 68
Number of directors accruing benefits under the defined contnbuuon scheme 4 4
£m £m
Wages and salanes 812 713
Soctal secunty costs 43 41
Other pension costs 035 04
Employee costs before exceptional items 86.0 73.8
Exceptional items - 08
Defined contribution total employee costs 860 76 6

Year ended 31  Year ended 31
December 2011 December 2010

Number Number

Average number of persons employed by the group' -UK 2,898 3.395
-Spain 49 50

2,947 3,445

Total number of persons employed' Hotels 5495 5,741
Head Office 274 191

Total UK 5,769 3,932

Total Spain 39 46

Total number of persons employed Group Total 5,828 3,978

The average number of employees includes all employees whether full time or part ume employees The average
number of employees compnses full ume equivalents which has been calculated by dividing the total number of hours
worked by part ime staff by the hours (n a full ume working week

The average and total number of employees include executive directors

1 In the year the Group entered into additional owtsourced contract cleamnyg arrangements at 79 hotels and 602 employees were transferred under
TUPE regulations from the Group to the contract ceaning suppliers

Page 23




FULL MOON HOLDCO 2 LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

10 OPERATING LEASE COMMITMENTS

2011 2010
£m £m
Annual Rental Commitments'

Reat payable® * 140.7 1n9t
Rent recervable’ (3.8) 46)
Net Arnual Rental Commitments 1369 114.5

Future munimum cumulative rental comnutments (not discounted)
Reat payable® * 3,130.7 2,954 4
Rent recevable” * (58.1) (78 5}
Future mummum cumulative rental commutments 3,072.6 2,875.9
Average lease term’ years years
Rent payable’ * 22 25
Rent recevable’ 15 17
Average lease term 22 25

All leases relate to property
! - The difference betwecen the net annteal rent commutment above of €136 9m (2010 £114 Sm) and the cash rent charpe incurred w the year ended 31
December 2011 of £123 Im (2010 £106 5m) prncipally relates to the anavalisation of rent conunitments on new properies

2 . At the balance sheet date the majortty of properties held under sub-tease arrangements had commtted tenants for the foreseeable future There
were 86 properties (2010 [29) held undler sub lense arrangements, of wiuch 67 (2000 111) related to restavrarnts located adiacent to Tranelodee
hotels and branded as Lutle Chef resiaurants with o net rent recervable of £2 3m per annum (3010 £3 Im per anmnn) and aneruge leose term
remaiung of 15 years (2010 17 yrs). in addition there ure a further 19 restaurants (2010 18 restaurants) held under sub lease arrangemenis with a
rict rens recesvable of £f Sm (2010 €1 5m operated as vanous brunded restarrants)

4 - The annual rental c inchude EI3B 3 (2010 £117 Im) of vent payalle on properties wt the UK and £2 4m (2010 E] 8m) on properies
1 Spawn and rent recevable £3 8inf 2010 £4 6m) which refates to properties in the UK There 15 no renf recetvable i Spain

A - The future nununum cumulative rental comnutments includes £1 109 2m {2010 £2 954 4m) of rent payable on properties m the UK and £21 5m
(2010 £13 2m) on properties i Spawn and £58 Iin (2010 £78 Sm) rent recewvable winch relates to properties in the UK There is no rent receivable in

Lo
3 - The average lease term 15 22 years (2010 25 years) in relanion to rent payable on properties i the UK and 9 years (2010 8 years) in relation to
prapertes in Span

The total gross annual rent payable of £140 Tm (2010 £119 1m) expires as below For 2010 all commutments expired
i over 5 years

2001 Spamn UK Total
£m £m £m

Under | year - - -

2 -5 years 18 1.6 134

Over 5 years 06 126.7 1273

Iqd 158.5 L1407

The total gross annual rent recetvable of £3 Sm (2010 £4 6m) expires as below For 2010 all commatments expired 1n
aver 3 years

2014 Spamn UK Total
£m £m £m

Under 1 year - - -

2.5 years - (03) 3)

Over 5 years - (33 3.3

- (3 8) (3d)
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FULL MOON HOLDCO 2 LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

10 OPERATING LEASE COMMITMENTS (CONTINUED)

The table below details the Group's remarning contractual habilities for 1ts operaning lease commitments

2011 Within 1 year 1-3 years 5+ years Total

£m £m £m £m
Rent payable 140 7 3213 24685 3,130 7
Remt receivable 38 (132 11 (38.1)
Total 136.9 3083 24274 30726
2010 Within 1 year 1-3 years 5+ years Total

£m £m £m £m
Rent payable 191 4863 23490 29544
Rent receivable (4 6) (178 (36 1 (78.3)
Total 114 5 468.5 22,2929 2.873.9

11 OBLIGATIONS UNDER FINANCE LEASES

¥hnimum Mimmum
lease Capital lease Capital
payments habihty payments [iabilaty
2011 2011 2010 2010
£m £m £m £m
Amounts payable under finance leases
Withun one year 4.0 - 40 -
In the second to fifth years inclustve 168 - 163 -
Greater thaa five years 3575 29.4 3620 29 1
¥78.3 294 3823 291
Less fuwre finance charges (348.9) (3532)
294 291
Amount du¢ tor settiement afier 12 months 294 R

The Group holds 6 properties (2010 6 properties) which have been claysified as finance leases with an average lease
term of 33 years (2010 54 years) Three properties were umpacted by the Company Voluntary Arrangement ("CVA"}
which the Group underteok 1 2012 and will revert back to the landlords 1n 2013 and have an aggregate annual reat ot
£0 5m and an aggregate capital habihty of £4 tm

Duning the year ended 31 December 2011, the Group paid cash in relation to finance leases of £4 [m (2010 £3 8m)




FULL MOON HOLDCO 2 LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

12 TAX ON PROFIT ON ORDINARY ACTIVITIES

Year ended 31  Year ended 31
December 2011  December 2010
£m £m

UK corporation tax on profits of the year at 26 5% (2010 28%)

Total tax (credit) /current tax on profit on ordinary activities {0.1) 01

The Current tax charge of £0 1 (2010 £0 L credut) relates entirely to trade carried out in cespect of seif insurance
activities located un Malta

The differences between the total current tax for the year and the amount calculated by applying the standard rate of tax

for the year of 26 5% (2010 28 0%) to the profit before taxation are as follows

Year ended 31 Year ended 31
December 2011  December 2010

£m £m
Loss on ordinary activities before taxation (153.2) {98 6)
UK corporation tax rate of 26 5% (2010 28 0%) (40 6) (276)
Effects of
Expenses not deductible for tax purposes 215 199
Depreciation m excess of capual allowances 33 38
Non-deductible [mpairmeat of fixed assets 106 -
Tax losses available to carry forward 32 39
Foreign tax charge / (credit) D1 on
Current tax charge for the year 0.1 (0.1)

The future tax charges of the group are likely to be affected by ttming differences in respect of capitat allowances, the
avaulability of brought forward tax losses and the application of group relief

Deferred tax 15 as follows

31 December 31 December

2011 2010
Unprovided Uaprovided
£m £

Accelerated depreciation (24 %) (20 4}
Tax losses (32 1) (29 8)
Capital gains 06 11
Other uming dtfferences 0 4) (03)
Deferred tax asset (53 9) (49 6)

At 31 Decerber 2011, the potential deferred tax asset of £35 9m (2010 - £49 5m) has not been recognised due to the
reasonable lack of certainty that there will be suffictent additional taxable profits from which the fulure reversal of the
underlying timung differences can be deducted

From April 2012, the headline rate of corporation tax reduces from 26% to 24%, with further reductions expected each
year until a rate of 21% 15 1n place by Aprtl 2014, as declared by the 2012 Autumn Statemert Such changes had not
been substantively enacted at the balance sheet date and accordingly the above disclosures do not reflect these
announcements




FULL MGON HOLDCO 2 LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

13 GOODWILL

£m
Cost or valuation
At I January 2011 and 60
At 31 December 2011 60
Accumulated depreciation
At 1 January 2011 obn
Charge for the year 0
At 31 December 2011 (03
Net book value
At 31 December 2011 57
At 31 December 2010 59

On 10 August 2010 the Company completed an agreement with Mutchells & Butlers PLC to acquire 52 Innkeepers Lodges
(1,986 rooms) via leasehold arrangement Of the 49 hotels acquired 1n the year, each hotel lease was 25 years in length, with
rent reviews upwards only to RP every 5 years, on standard arms length market terms I the year ended 31 December 2010,
the Company incurred transaction costs, m relatton to this acqmsition, of £6 Om and also spent £4 2m refitting and upgrading
the hotels to Travelodge format  Under the terms of the acquisition, the Company acquired some mnor fixtures and fitungs
(with mintmat value), stock of £l value and pad cash consideration of £1 No habihties were acquired  As a result, the

£6 Om of acquisttton related costs have been capitalised and disclosed as goodwitl and will be amortised over 20 years, and
the refit and upgrade works have been capitahised and disclosed as fixtures and fittings and will be depreciated over seven
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FULL MOON HOLDCO 2 LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

14 TANGIBLE ASSETS

Short-term Fixtures
Long leasehold Finaace and  Computer
leaseholds nterests' leasehelds fittings  Equipment Total
£m £m £m £m £m £fm
Cost or valuation
At 1 January 20101 35 5397 439 993 125 698.9
Additsons
- capttal expeadituce - 93 - 23 67 28.3
- movement on capital creditors - 03 - 26 0 6) 23
Whnite-off of fully depreciared assets - - - (L7 Q) 2n (19 7)
At 31 December 2011 .5 549.3 43.9 97.2 15.9 709 8
Accumulated depreciation
At 1 January 2011 (10 ©oH (159 (44 4) 53 (156 9)
Charge for the year - (20 6) ()} (16 6} (45 @24
[mpairment Chargc2
Charged to Proftt and Loss - (280) 54 {12 0) - {5 4)
Charged to revaluation reserve - (120 2) - - - (t202)
Weute-off of fully depreciated assets - - - I70 27 97
At 31 December 2011 (1.0} {258.9) (22 0) (56.0) ()] (345 2}
Net book value
At 31 December 2011 2.5 290.4 21.9 41.2 8.6 364 6
Al 31 December 2010 25 449 6 280 549 70 5420 ‘

The recoverable amount of tangible assets 1s determuned by a value 1n use calculation The key assumptions for the value in ‘
use calculations are those regarding the discount rate, growth rate and expected changes to durect costs dunng the year  The
resulting cashflows are discounted back at the Group's pre-tax weighted average cost of capial of 8% The Group prepares
cash flow forecasts dertved from the most recent financial budgets and financial plans approved by the Durectors and
extrapolaies cash flows beyond this tume based on an estimated growth rate of 2 5% The imparrment charge was based ona
review of the vatue of the assets in use and on pre-tax cash flow projections based on the Group's financial plans and
extrapolated beyond the budget year to the expecied lease exit dates The Group’s weighted average cost of caputal adjusted
for risk was used 1n these calcutations

1) Short term leasehold interests represent ihe Company 's estate of budget hotels ai a formal valuation carried out by DTZ, independent Chartered
Surveyors on an cxisung vse basis it December 2007 less accuinedated depreciation

2) As a result of poor trading expentenced in the latter part of 201 1 and winch consinued through 2012 the Directors considered the carrymng value of
certain propernies to be too fugh Therefore an impairmens charge of €165 6m was made agamst 283 Short term Leasehold praperies 3 Finance
Leasehold propeiites and Fiares and Funngs uncliuded withi those propernes of wineh £120 2m was charged 10 the revaluarton reserve and €45 4m
was charged as a non-cash exceprional cast ta the profit and lpss account These write downs are considered permanent

If the revalued assets were stated on the historical cost basis, the amounts 2011 2010
would be as follows* £m £fm
Cost 3123 2884
Accumulated depreciation (116.4) (96 5)
Impaument Charse (43 4) .
Net book value based on historical cost 150.5 1919
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2011

15 SUBSIDIARIES

16

L7

Business Country of % of equity
Subsidiary undertakings description incorporation held
Travelodge Hotels Limuted Trading Great Britain 100
Full Moon Holdco 4 Limited Holding company Great Britam 100
Full Moon Holdco 5 Limuted Holding company Great Bntun 100
Full Mocn Holdeo 6 Limutcd Holding company Great Brituin 100
TLLC Group Holdings Limued Holding company Great Britain 100
TLLC Limuted Holding company Great Britain 100
Travelodge | BV (Netherlands) Holding company The Netherlands 100
Travelodge 2 BY (Netherlands) Holdwig company The Netherlards 100
Travelodge Hoteles Espana SL (Spain) Trading Span 100
TLLC LevPropCol Limuted Property Lessor Great Britain 100
TLLC LevPropCo3 Limted Property Lessor Great Batain 100
TLLC LevPropCo7 Limted Property Lessor Great Britain 100
TLLC PropHoldCo | Limuted Holding company Great Britain 10D
TLEC Trustees Lunited Holding company Great Britain 100
TLLC Holdings 2 Limuted Holding company Great Britan 100
TLLC Holdings 3 Limited Holding company Great Brutan 100
TLLC Holdings 4 Limuted Holding company Great Britain 100G
TLLC Holdings 5 Limuted Holding company Great Brtain 100
Travelodge Holdings (Malwa) Limited Holding company Malta 100
All substdiary share holdings are ordinary share holdings
STOCKS
2011 2010
£m £m
Finished goods and goods tor resale L3 Il
DEBTORS
2011 2010
fm £m
Trade debtors 54 37
Other debtors 31 52
Credtt card acquerer cash collateralisation 25 -
Prepayments and accrued income’ 336 312
46.6 40.1

{  Prepavmenis and accrued income mammly include prepayments of reni and rates

Trade accounis rece1vable are recewved on average in 41 days (2010 39 days) Trade accounts receivabie include
Eml which 1s overdue (2010 £0 9m overdue and £0 4m 15 provided for) The carrying amount of debtors is a

reasonable approximation to fair value
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FULL MOON HOLDCO2 LIMITED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 20E1

18 CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

2011 2010
£m £m
Accruals (14 8) (17 6)
Trade payables (17.2) (15 8)
Prepaid room purchases (20.3) (16 2)
Socual security and other taxation 7.9 e
Amounts owing under development contracts (0.9 08
Rent reverse premiums (16.5) (14 8)
Deferred income {due withun 1 year) (1.0) (10)
Other payables* (1.8) (16)
(80.4) asmn
[aterest payables (7.3) (98}
IKL acquisitton creditor . un
Gross bank debt (note 21)° (536.4) (132
Issue costs (note 21)° 89 -
Capital payables (11.4) (3 8)
(626.6) (109 2)

I Rent reverse prenniums of £16 5im relate to rent free icennives granted at the mnception of a (ease (ypecally rent free periods of upto 6
wonths) which are released to the tncome staiement on a straught line basis over the lengilt of the lease 1o the ne rent review dare
(typreally 5 years)

2 -Prepatd room purchases of €20 3m (2010 £16 2m) relate to cash received ai the nme of room bookuig prior to arnval date and 15
recogmsed when customers siy Of wiuch 67% (2010 75%) would be non-refindable on cancellation of the room booking

3 -At 31 December 201! the Group had breached a nuanber of its banking covenants Despite recerving a wawver on 31 Januery 2012 from
the Group's banking group under UK GAAP {FRS 29) all debt was due and pevable on demand at the balance sheet date and therefore 15
classified as cirrent (see note 21}

4 Included within other puyables are amounts owing to Endell Group Holdings are £ 4m (2010 €1 2m)

The Group pays 1ts trade payables in hine with the terras that 1L has agreed wath its suppliers These terms vary
from 30 days to 120 days All amounts payable under development contracts i 2011 and 2010 are current

19 CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

2011 2010
£m £m

Gross bank debt (note 21) - (514 3)
Issue costs (rote 2i) - lE6
Eurobonds (431 4) (3707
Obligations under finance leases (note t1) (29 &) (290
Deferred income (0 6) {(25)
(461 4) (905,0}

I -At 3| December 201 | the Group had breached a number of us banking covenants Despite recerving a watver on 3t January 20t2 from
the Group 5 banking group under UK GAAP (FRS 29} all debt was duc and payabls on demand at the balance sheet date and therefore, s
classified as current {see note 27}
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20 CASH FLOW FROM OPERATING ACTIVITIES

Reconailiation of operatg profit to et cash wrflow from operaung activities

Year ended 31 December 2011

Year ended 31 December 2010

Before Before Exceptional
Exceptionals Exceptionals Total Exceptional 5 Total
£m £m £fm Lm £m Em
Operaung profit/(loss) 124 (539) (413 59 43 14
Adjustments for non-cash items
Depreciatioa(net of profit on disposals) 424 - 42,4 a7 - 47
Amortisation of other intangeble assets 02 - 02 o1 - 01
Irpairment charge on tangible assets - 454 454 - - -
Decrease tn deferred income a9 {19) {09 - (€9)
Operating cash flows before movements
wn working capital 331 (8.3 446 46 8 (45 423
Increase 1n stocks 06 02 (0.4) o1 on
lncrease o debtors (16) 11 63 g - (28)
Increase in creditors 3% 038 47 1o (24) 86
Uulisation of provistons - cash Q0 - 20 (L5 - (15)
- non-cash - 64 64 - 40 40
Total working capital movement (6.3 83 22 6.6 16 82
Cash generated / (used) by operations 46 8 - 468 334 29 505
CASH FLOWS FROM OPERATING ACTIVITIES 468 505
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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21 ANALYSIS OF NET DEBT

As at Other As at
01 January Cash non-cash 31 December
2011 Flow Reclasses' _ changes 2011
£m tm Em £m Em
Cash 1t hand and at bank 383 (23 35) - - 150
Sentor Debt
-Tranche B (12400 - 1240 - -
-Tranche C (1240 - 124 Q - -
-Capex facility (26 3) - 263 - -
-Revolving credut faciluy (170 - i70 - -
-Tranche E (300 - 300 -
Mezzanine debt (1149 - 1ia 9 - -
PIK debr (78 ) - 78 1 - -
Gross bank debt due after { year {314.3) - 5143 - -
Issue ¢osis 16 - {L16) - -
Debt due after 1 year' (502.7) . 502.7 . -
Sentor Debi
“Tranche B - - (124 0y - {124 oy
~Tranche C - - (124 0) - (124 )
-Capex factlny (132) 132 (26 3) - (263)
-Revolving credit facility - - (n7m - (170
-Tranche E - - (300) - (30 0)
Mezzanine debt - - (114 9) (11 5) (126 4)
PIK debt - - (78 1) (L0 6) (88 7)
Gross bank debt due within 1 year (132) 132 (514 3) (22.1) {336.4)
Issue costs It 6 27 8.9
Debt due within I year {13.2) 132 (302.7) (24.3) {527 5)
Net bank debt 477 4) {10 3) - (24.8) {5125
Finance leases due after | year 291) 40 - 43 (294)
Eurobonds (3707 - - (60 7) (43L4)
Total {877 2) (3] - {89 8) {973 3)

{- At 31 Decemmber 201 1 the Group had breached a number of tts banking covenants Despue receiving a warver on 31 January

2012 from the Group's banking group, under UK GAAP (FRS 29) all debt was due and payable on demand at the balance sheet date
and therefore, ts classified as current (see note 27)

There were no undrawn facilities of the Group at 31 December (2010 £ml)

The bank foans were secured on properties owned by certain subsidiary undertakings and charges over shares 1n subsidiary
undertakings

The cash paid interest rates applicable to each type of gross bank debt include Tranche B 3 5% plus LIBOR Tranche C 4 0% plus
LIBOR Capex facitity 3 25% plus LIBOR, Revolving credit facthity 3 13% plus LIBOR, Tranche E 5 5% plus LIBOR and
Mezzanine debt 3 0% plus LIBOR The capitahised into debt interest rates applicable 1o each type of gross bank debt include
Mezzanine debt 7 0%, PIK 12 0% plus LIBOR and Eurobonds 17 0%

The aggregate fatr value of the Group’s LIBOR interest rate swap and LIBOR interest rate cap 1s estimated at 31 December 2011 to
be £(3 Tym (2010 £{4 9)m) comprising an interest rate cap asset of £ail (2010 £0 2m) and interest rate swap liability of £3 7m (2010
£3 lm) Both the interest rate swap and nterest rate cap expired and were settled o full at 5 January 2013

The Group uses 1aterest rate swaps and cap contracts to manage its exposure to tnterest rate movements on tts bank borrowings On 6
fanuary 2010 the Group entered into a fixed tnterest rate swap arrangement with conteacted normnal values £150 Om and with 3 year
term fixed nterest payments at 2 6% 1n 2010, 2,6% 11 201 | and 3 05% 1n 2012 with floating wnterest recerpts at LIBOR for the same
penod The umeng of cashflows are expected 1o match the uming of the interest payments on the related debt In additton on 6
January 2010 the Group entered nito 2 new 1nterest rate cap with contracted aominal value of E130 Om with 3 year term floatnng
wterest payments at LIBOR capped at 3 0% 1n 2010 3 0% n 2011 and 3 5% 1n 2012

s
i
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22

PROVISIONS FOR LIABILITIES

Restaurant
and sublet Onerous
units’ leases Total
fm £m £m
Balance at | January 2011 94 37 (13.1)
Increase 1n provistons - - j
Cash spend 17 03 2.0
Charged to exceptional costs® 63 on (6.4)
Unwinding of discount or provistons 09 ©3) (1.2)
Balance at 31 December 2011 {14.9) (3.8) (187

! - Provistons Jor restaurant and subler wits of £14 9 (2010 £9 dm) inclide £5 0m (2010 £6 Lin) for rens labtlines on 10 vacant sites
(2010 13 suesj with an annual rent tabulity on these properties of €0 4m (2010 £0 $m) and averuge lease term remmning of 2 years
(2010 33 vears) €4 7m (2010 €3 3in) for rent frabilties on 14 (2010 13} sub let wnits where the rent received is less than the passmg
rest pard witl a net rent Labuity of £0 4m (2010 £0 2m) and average lease term remarng of 2 years and £5 2m (2010 £m]) for rent and
rate habilies on 44 restaurant units previously sub-fei o Litile Chef

2 - The exceprional charge of £6 4m consisis of a non-cash charge principallv relatng to the rent and rate liabrites of 44 resiaurant
wnits previoustv sub-let to Little Chef wiuch reverted buch to the Group during the following vear

Provisions of £18 7m (2010 £13 Im) can be analysed as due in less than one year of £2 2m (2010 El 4m) and
due after one year of £16 5m (2010 E11 Tm) and principally relate to rent and rate commutments

The Group has provided for rental ltabilities where the Group has vacated the property and rental income 13 less
than the rental expense or where the Group has been unable 1o sublet or assign the property  The element of rent

which s above market or above rent received relating to these properties 1s charged against the provision The
key estimation judgement 1n determumng the provision amount 1s the period over the remaiming lease term that

the property will remain either under cented or vacani The Directors have estimated these penods after

considering both the quahty and the location of each of the units provided

CALLED UP SHARE CAPITAL
2011 2010
im Em
Allotted and fully paid*
2 mullion ordinary shares of L1 each 2.0 20
RESERVES
Foreign  Profit and
Revaluation Exchange Loss
Reserve Reserve Account Total
£m £m £m £m
At 1 January 2011 3512 06 (733 3) (401 7)
Profit for the financial year - - (133 3) {153 3)
Movement in revaluation reserve (13 8) 158 -
[mpaicment of assets (120 2) - - (120 2}
Movement in foreign exchange reserve - 01 - (0 1)
At 31 December 2011 2152 0.5 (891.0) (675.3)

-~
>
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25

26

27

CAPITAL COMMITMENTS

Contracted future caputal expenditure not provided for in these financial statements predominantly relates to
expenditure on fees and stamp duty on hotels under construction subject to satisfactory completion of the hotel
At 31 December 201 | the capital comnutment aot provided for in the financial statements, subject to satisfactory
pracucal completion, was £2 7m (2010 £5 1m}

CONTINGENT LIABILITIES

The Group has contingent liabilittes under a number of leases that have been assigned to various third parties In
certain circumstances, should the current lessee default on the payment of reat, a superior landlord may have
recourse to the Group Should a superior landlord make a claim on the Group for unpaid rent, the Group would
be required o settle that Liability and subsequently the unit / units subject to the claim could be seized by the
Group following pettioning of acourt The Group could subsequently, subject to certain conditions, either trade
from the unt or reassign or sublet the lease of the unit 1o a thurd party

At 31 December 2011 the esumated annual conungent rental iability was £0 1m (2010 £0 1m), represented by 6
units (2010 6 unuts), with an average annual rental cost per unit of £16k (2010 £16k) and an average lease term
remaining of 28 years (2010 29 years)

At 31 December 201 | the Group had guaranteed an indemmuty 1ssued in favour of the Royal Bank of Scottand
PLC of €7 6m (2010 €7 6m), which related to the Group's developenent plans in Spain Thus represents the
Group's maximum exposure to credit risk in relation to this guarantee

RELATED PARTY TRANSACTIONS AND ULTIMATE CONTROLLING PARTY

At the balance sheet date of December 3151 2011, the Directors regarded Dubat [nternationat Capual LLC
("DIC"), a Company incorporated in the United Arab Emuraltes, as the ulimate controlling party and the largest
group of wiuch the Group 1s a member and for which Group financial statements are drawn up  DIC provided
the Group with consultancy services (including expenses) £0 3m in 2011, {2010 £0 2m) and did prepare
consolidated financal statements including the Group Copies of the DIC Group financial statements are
avatlable from us registered office The Gate, East Wing, 13th Floor DIFC, Sheikh Zayed Road. P O Box
72888. Dubai, United Arab Enurates

On I3 December 2012, Endelt Group Holdings Limited (Endell), the immediate parent of Full Moon Hold Co 2
sold Full Moon Hold Co 2 Limuted to Dubai Cayman (China) Investments Liruted for the consideration of £1

On 12 October 2012, the shares of Full Mooa Holdco 4 Limuted (a substdiary of Full Moon Holdco 2 Limited)
and the subsidtanes of Full Moon Holdco 4 Limited (which include Travelodge Hotels Linited, the principal
trading company of the Group) were sold by us immediate parent Full Moon Holdco 3 Limuted for a
consideration of £1 to UK Bidco Limited

Endell Group Holdings Linuted charged the Group nen-cash wnterest of £0 2m (2010 £0 2m) and at the balance
sheet date the Group owed Endeil Group Holdings Limited £1 4m (2010 £1 2m) which is disclosed under the
payables note (note 18)

Advantage has been taken of the exemption under paragraph 3(c) trom the provisions ot FRS ¥ ' Related Party
Disclosures’ not to disclose transactions with entities that ace part of the Full Moon HoldCo 2 Limuted group
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POST BALANCE SHEET EVENTS

On 28 November 201 1, the Group was informed by 1ls credit card acquirer that as a result of one of its customers
expeniencing a sudden matenal Liquidity casis, 1t had re-assessed s atutude to nisk for taking deposits on
forward bookings and therefore, unless the Group's cash balance was matertally bugher than anucipated by 31
December 2011, the Group would be moved to a full cash collateralised guarantee basis for bookings rather than
a contractual guarantee basts On 23 December 2011 the Group was moved by us credit ¢ard acquirer to a fuli
cash collateralised guarantee basis for all room bookings Thus resuited 1in £2 5m of cash being withheld by the
credu card acquirer by 31 December 201 1, which rose to £8 8m by 31 January 2012, £15 Om by 29 February
2012 and with a peak of £29 2m of cash withheld on 8 May 2012

Further, on 20 December 2011, the Group was wnformed that us prineipat sub tenant (Riverside Restaurants
Limued wrading as Little Chef) which operated restaurants on 115 properties adjacent to certain older roadside
hotels was expenencing financial difficulttes and would not be able to pay its first quarter 2012 rent payment
whuch fell due on 23rd December of £1 Om and may not be able to pay any further rent liabilities as they fell

due The Group had an annual rent recetvable from these units of £4 Om  In addition, the Group would acquire
an annual rates Liabrlity of £0 7m 1f the units were to become vacant  Subsequently the Group was informed there
was a high probability of that restaurant business being placed into admimstration (which occurred on 6 February
2012}

Finaily, the Group's cash position had been further negauvely tmpacted by a detertoration 1 trading during the
lattee part of the year (which had continued through 2012) and, when combined with the above issues, resulted 1n
the Group breaching a number of its banking covenants at the 3| December 201 | testing date  As a result,
despite receiving a waver for all breaches on 31 January 2012, al! of the Group's secured debt (of £536 4m} was
repayable on demand at the balance sheet date

As a result of the above during 2012 the Group undertook a financial and equity restructure which completed on
12 October 2012 During the year the following sigmficant events accurred in relation to this balance sheet
restructuring

I Onrn 3l January 2012, the Group received a warver in relation to afl the banking covenanis which the Group
had breached at the balance sheet date

2 On 10 February and 27 February 2012, the Group drew down £3 Om and £5 Om respectively on a new Super
Semor F facthty The Supec Semor F Factlrty was 1ssued at a 98% coupon and paud interest of 1,000 basis
powts + LIBOR This was fully repaid on 19 March 2012

3  On 19 March, 26 March and 23 April the Group drew down £30 Om, £30 Om and £10 Om respectively on a
new Super Senior G facility  The Super Senior G facility was ssued at a 98% coupon and paid nterest of
1.000 basis points + LIBOR  This was fully repaid on 12 October 2012

4 On4 September 2012 the Group successfully entered mito a Company Voluntary Arrangement ("CVA"}
which sought to exit the Group from 49 leases and to reduce the rental hlabuity by 25% at a further 109

5 On 21 September 2012 the Group drew down £20 Om on a new Flare facility The Flare facility was issued
at a 100% coupon and paiwd cash interest of 25 basis pownts + LEBOR and capitalised nterest of 300 basis
potnts + LIBOR

6 Onthe |2 October 2012 the shares of Full Moon Holdco 4 Limuted (a subsidiary of Full Moon Holdeo 2
Liruted) and the subsidiaries of Full moon Holdco 4 Limited (which include Travelodge Hotels Eimited,
the principal trading Group of the Group) where sold by its immediate parent Full Moon Holdco 3 Limited
for a consideration of £1 to UK Bedco Limuted

LY
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POST BALANCE SHEET EVENTS CONTINUED

23

Addiionally on the same date the Group received £75 Om in the form a loan note  The loan note bears
caputalised interest of 7% per annum and 15 redeemable in 2026 [n addition the wnvestor Eurobond
hiability, the Mezzanine debt and the PIK debt were no longer a lrability of the Group and were extinguished

for no consideration  The current existing Senior debt was restructured, with the current term being

extended to 2017 with cash pay nterest of LIBOR plus 23 basis ponts until December 2014 (and interest
capitalised of LIBOR plus 525 basis points) followed thereafter by cash pay interest of LIBOR plus 500

basis potnts

Untit December 2014 the new Group headed by UK Bidco Lumited only has a mumimum liguidity covenant
test From December 2014 the Group will be subject to more normal covenant arrangements which will be
based on the trading profile of the Group at that time

The changes to the funding structure of the Group referred to above are shown below

31 Caputahised 12
December Drawdown  Repayment interest  Restructure October
2011 2012 2012 2012 2012 2012
£m £m £m £m £m £m
Semor facilities
Senior (B) 124.0 - - (124 0) -
Sentor (C) 124 0 - - {124 0) -
Capex Facility 26.3 - - (26 3) -
Revolving credit facility 17.0 80 - (250 -
Second Lien 300 - (300) -
First Lien - - - 2993 299.3
Second Lien - - - 300 30.0
3213 3.0 - - - 3293
Super senior facilities
Facluy F - 102 (10 2) - -
Facility G - 714 (71 4) - -
- 81.6 (81.6) - .
Flare facility - 200 - 200
Total Senior bank debt 3213 109.6 (81.6) - - 3493
Mezzanine 126.4 - - 89 (1353) -
PIK 88.7 - - 94 98 b) -
Total gross bank debt 5364 109.6 (81.6) 18.3 (233.4) 3493
[nvestor loan noles
EBurobonds 4314 - - 513 (4827 -
New loan note - - 750 75.0
Total debt 967 8§ 109 6 (81.6) 69 6 (641.1) 424 3

[n addwion on 12 October 2012 the Group had utilised £20 Om of a [rrevocable Standby Letter of Credit 1n

favour of the Group's credut card acquirer which has a maximum utihsation of £40 Om
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INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF FULL MOON HOLDCO 2 LIMITED

We have audited the parent company financial statements ot Full Moon Holdco 2 Limited for the year ended 31 December 201 | which
compnse the balance sheet, the accounting policies and related notes  The financtal reporting tramework that has been applied o thetr
preparation is applicable taw and United Kingdom Accounting Standards {United Kingdom Generally Accepted Accounting Practice)

Respective cespoasibulities of directors and auditors

As explatned more fully 1n the Statement ot Directors™ Responsibilities set out on page 9 the Directors are responsible for the
preparation of the paremt company financial statements and for being sausfied that they give a true and fair view  Our responsiality 1s to
audit and express an opinion on the pareat company financial staterments 1n accordance with applicable law and International Standards
on Auditing (UK and Irefand) Those standards require us to comply with the Auditing Pracuces Board's Ettucal Standards for
Audttors

Ths report, including the opintons, has been prepared for and only for the company's members as a body 1n accordance with Chapter 3
of Part 16 of the Companies Act 2006 and for no other purpose  We do not, 1n giving these opiruons, accept or assume responsibiity for
any other purpose or to any other person to whom this report 1s shown or into whose hands it may come save where expressly agreed by
our Preor CONsent tn wWriting

Scope of the audit of the financial statements

An audit involves obtaiming evidence about the amounts and disclosures n the financial statements sufficient to give reasonable
assurance that the financial statements are free from material missiatement, whether caused by fraud or error This includes an
assessment of whether the accounting policies are appropnate to the parent company's circumstances and have been consistently
applied and adequately disclosed, the reasonableness of stignificant accounting estunates made by the Directors, and the overall
presentation of the financial statements [n additton, we read all the financial and non-financial information in the annual report to
dentify matenial inconsistencies wath the audited financial statements Ef we become aware of any apparent material musstatements or
\nconsistencies we consider the implications for our report

Opinon on financial statements
In our optnion the parent company financial statements

« gwve a true and fair view of the state of the company's affairs as at 31 December 2011
* have been properly prepared 1 accordance with United Kingdom Generaily Accepted Accounung Practice, and
* have been prepared 1n accordance with the requirements of the Companies Act 2006

Opimon on other matter prescribed by the Companies Act 2006

In our opruon the intormauon given in the Directors’ Report tor the financial year for which the parent company financial statements
are prepared 15 consistent with the parent company financual statements

Matters on which we are requared to repoct by excepbion

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

+ adequate accounung records have not been kepl by the paremt company, or returns adequate for our audu have not been received
from branches not visued by us, or

* the parent company financial statements are not in agreement with the accouniing records Or returns or

+ certamn disclosures of directors remuneration specified by law are not made, or

+ we have not received afl the mformatton und explanations we require for our audi

Other matter

We have reported separately on the group financial statements of Full ¥oon Holdeo 2 Limuted for the year ended 31 December 2011

John Elhs (Senior Statutocy Auditor)
For and on behalf of PricewaterhouseCoopers LLP
Chartersd Accountants and Statwtocy Auduors

London
28 January 2013
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FULL MOON HOLDCO 2 LIMITED

PARENT COMPANY BALANCE SHEET
As at 31 December 2011

Notes

[nvestments 34
CURRENT ASSETS
Debtors 32

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR 33
Cash at bank and 1n hand
NET CURRENT ASSETS

TOTAL ASSETS LESS CURRENT LIABILITIES

CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR
Eurobonds 34

NET ASSETS

CAPITAL AND RESERVES

Calied Up Share Capual 35
Profit and Loss account 36
TOTAL SHAREHOLDERS FUNDS

These financial statements on pages 38 to 41 were approved by the Board of Directors and signed on uts behalf by

Jon Mortimore
Director
28 January 2013

2011 2010

£m £fm
2.0 20
2.0 20
4451 3786

{L.4) (12
443.7 3774
445.7 3794

{429.4) {(3659)
16.3 13.5
290 20
14.3 ls
16.3 135

05893848

Company registration number
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FULL MOON HOLDCO 2 LIMITED

NOTES TO THE PARENT COMPANY FINANCIAL STATEMENTS
For the year ended 31 December 2011

29

30

3

33

BASIS OF PREPARATION

The financial statemeats have been prepared on the gotng concern basis under the histoncal cost convention and 1n
accordance with applicable Accounting Standards tn the United Kingdom and the Companies Act 2006 The pancipal
accounung policies adopted have been consistently applied throughout the year and are set out in note 30

SIGNIFICANT ACCOUNTING POLICIES

[nvestments are stated at cost Any impatrtnent n the value of these mvestments 1s charged to the profit and loss account

Related party transactiens
As permitted by FRS8 'Related Party Transactions’ the Company has not disclosed related party transactions with wholly
owned subsichanes, which are disclosed in the financial statements of the Group

FIXED ASSET INVESTMENTS
Shares in
subsidiaries
£m
At I January 2011 and 31 December 2011 20

The Parent Company has investments n the subsidhary undertakings, as hisied 1n the Subsidiary Undentakings note
(consolidated accounts note 15), which pnncipally affect the profits or net assets of the Company

The directors beheve that the carrying value of the (avestments 15 supported by thewr underlying net assets

All subsidiary undentalungs were acquired on 5 September 2006 The investment of £2 Om represents investment in the
shares of subsidiaries of £2,000,001

DEBTORS
2011 2010
£m £m
Amounis owed by Group undertakings 445 1 3736
445 1 3786
Amounts owed by group undertakings are repayable on demand
CREDITORS - AMOUNTS FALLING DUE WITHIN ONE YEAR
2011 2010
£m £m
Amounis owed tO group undertakings (14) (12)

Amounts due to group undertakings are repayable on demand and are due (0 Endelt Group Holdings Limited (note 18)
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FULL MOON HOLDCO 2 LIMITED

NOTES TO THE PARENT COMPANY FINANCIAL STATEMENTS
For the year ended 31 December 2011

34 CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

2011 2010
£m £m
Due after Five years - 2006 Eurcbond 406.4 3442
- 2009 Eurcbond 230 217
Total toans due after more than one year 4294 3659

The Eurcbonds were vanably secured on properties of certain subsidiary undenakings and charges over shares 1n
subsichary undertakings

The 2006 Eurcbond (ssue price was £183 5m and 1s hsted on the Channel [slands stock exchange The annual mterest on
the instrument 15 17 0% The 2009 Eurobond 15 listed on the Channe! [slands stock exchange The annualised interest rate
on the instrument 15 6 8%

{ncluded within the above balance s £1,974,429 (2010 £2,354,077) of unamortised debt tssue costs

On 12 October 2012, followwng the financial restructuring of the Travelodge Group, the Investor Eurobond liability was
no longer a Liability of the Compaay and was extinguished for no consideration

35 CALLED UPSHARE CAPITAL

2011 2010
Number of Number of 2011 2010
shares shares £m £m
Authorised:
Ordinary shares ot £1 cach 2,000,000 2,000,000 2.0 20
2,000,000 2,000,000 20 20
Allotted and fully pad
Ordinary shares of £1 each 2,000,000 2,000,000 20 20
2,000,000 2,000,000 20 20
36 RESERVES
Profit and loss
account
£m
At 1 January 2011 Its
Profit for the financiai year 28
At 31 December 2011 143

The profit tor the year ended 31 December 2011 for the Parcnt Company was £2,806,023 (2010 £2,805,161) Therc were
no other gains or losses for the year ended 31 December 2018 (2010 £mil)  As permitted by secuon 240 of the Companies
Act 2006, no separate profit and toss account 15 presented 1n respect of the Parent Company

37 RECONCILIATION OF VMIOVEVENTS IN SHAREHOLDER FUNDS

Year ended 31 Year ended 31

December 2011 December 2010

£m £m
Operng shareholders funds - 13.5 107
Profit / {loss) for the year 28 28
Closing shareholders funds 163 135
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FULL MOON HOLDCO 2 LIMITED

NOTES TO THE PARENT COMPANY FINANCIAL STATEMENTS
For the year ended 31 December 2011

38 RELATED PARTY TRANSACTIONS AND ULTIMATE CONTROLLING PARTY

At the balance sheet date of December 31st 2011, the Directors cegarded Dubay Internanonal Capual LLC ("DIC™), a
Company incorporated 1n the United Arab Emmurates, as the ultimate controlling party and the largest group of which the
Group 15 a member and for which Group financial statements are drawn up  DIC provided the Group with consultancy
services (including expenses) £0 3m n 2011, (2010 £0 2m) and did prepare consolidated financial statements including the
Group Copies ot the DIC Group financial statements are avalable from us regisiered office The Gate, East Wing, {3th
Floor DIFC, Sheitkh Zayed Road, P O Box 72888, Dubai, United Arab Enmurates

On 13 December 2012, Endell Group Holdings Limuted (Endell), the immediate parent of Full Moon Hold Co 2 sold Full
tvloon Hold Co 2 Limuted to Dubar Cayman {Chuna) lnvestments Limuted for the constderaton of £1

On 12 October 2012, the shares of Full ioon Holdco 4 Limuted (a subsidiary of Full Moon Holdeo 2 Limited) and 1ts
subsidharies {which nclude Travelodge Hotels Linuted, the principal rading company of the Group) were sold by us
wnmediate parent Full Moon Heldco 3 Limuted for a consideration of £1 10 UK Bideo Lumuted

Endell Group Holdings Limuted charged the Group non-cash interest of £0 2m (2010 £0 2m) and at the balance sheet date
the Group owed Endell Group Holdings Limuted £1 4m (2010 £1 2m) which s disclosed under ‘Creditors amounts talling
due within ore year' (note 18)
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