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The Hotel Corporation plc
31 December 2014

Directors’ Report
The Directors present their annual report on tHairaf of The Hotel Corporation plc (“the
Company”), together with the Financial Statememis$ Auditor's Report for the year ended 31
December 2014.

The Corporate Governance Statement set out on'pagens part of this report.

Principal Activity

The principal activity of the Company is to invéstbusinesses within the hotels sector in the
United Kingdom.

Basis of Presentation

The Company’s principal asset comprises its cadanba and continued interest in its
investment in UK Group of Hotels plc (“UK Group ldbtels”) (formerly Puma Hotels plc).

During the year UK Group of Hotels has been pub iatiministration and the Company has
been notified by the Administrator post year erat there will be no return from its investment
holding. See note 11 for further details.

As detailed in note 3, we also draw attention te thct that as at 31 December 2012 the
Company early adopted Investment Entities: Amendshém IFRS 10, IFRS 12 and IAS 27
which requires the Company not to consolidate esults with its subsidiary UK Group of
Hotels, (together “the Group”) but instead meastgénvestment in its subsidiary at fair value
through profit or loss as the Company meets thimitieh of an investment entity. As such, the
annual report and financial statements do not decloonsolidated results for the Group and
include the Company results only.

Results of the Company

Revenue for the year is stated at £nil (2013: £nduring the year ended 31 December 2014,
shareholder bond interest and preference shardedigipayments have not been recognised as
it is not considered probable that they will beeieed. See note 5 and note 11 for further
details. After deducting administrative expengasrating losses amounted to £0.1m (2013:
£0.2m operating loss), resulting in a loss befare df £0.1m (2013: £0.2m loss). No tax is
payable for the year due to the zero income tamgtiovisions in the Isle of Man. Basic loss
per share was 0.29p (2013: loss per share 0.33p).

The Company’s net asset value per share (“NAV”)aa81 December 2014 is 0.97p (2013:
1.26p), with the Company continuing to value itgeistment in UK Group of Hotels at £nil
(2013: £nil) for the reasons detailed in note 11.

Dividend

The Directors do not recommend a dividend for 22D 3: £nil).

Annual General Meeting

The Annual General Meeting will be held ori"May 2015.
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Directors’ Report (continued)
Directors
The Directors, who served during the year and syues#ly, were as follows:
Appointed Resigned
D. W. Short 14 Jun 04 -

D.P. Craine 27 Jan 05 -

Directors’ Interests

The following Directors who held office during thiear ended 31 December 2014 had interests
in the shares of the Company.

Ordinary Shares Of 5p 31 December 2014 31 Decemti913
Director Beneficial Non- Beneficial Non-
Beneficial Beneficial
Derek Short 40,000 - 40,000 -
David Craine 18,000 - 18,000 -

Substantial Shareholdings

On 24 February 2015 the Company had been notifigdeofollowing interests in the ordinary
share capital of the Company.

Name of Holder Number Percentage
Pershing Nominees Limited 13,517,996 27.13
Nortrust Nominees Limited 3,750,000 7.53
Fitel Nominees Limited 3,150,000 6.32
TD Direct Investing Nominees (Europe) Limited 1,959 3.97
Dartington Portfolio Nominees Limited 1,907,834 3.83
Harewood Nominees Limited 1,687,298 3.39
Brewin Nominees Limited 1,550,000 3.11

Events after the Balance Sheet Date

The Administrators of UK Group of Hotels issuediaterim statement on 29 January 2015 to
confirm there is no likelihood of any return forasBholders in that company — see Note 16 for
more details.

Going Concern

Note 3 gives more details of the Going Concerrhef CGompany. The Board are in talks with
several parties and have received expressionstefest over the period to date and await
positive responses. To date no definitive offeeehresulted from these meetings and
discussions but it still remains the Board’s ini@mtto continue these enquiries. The Board
expects a positive future outcome from these dsons and on that basis considers the
Company to be a going concern. However, if theaue of these current or future discussions
are not successful the Board may need to considerderly wind down of the Company.



The Hotel Corporation plc
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Directors’ Report (continued)

Given the Company has adequate financial resoacéghe continuation of enquiries for the
Company, the Board continues to consider the Coynfzabe a going concern.

Risks and Uncertainties

As detailed in note 4, Critical accounting judgetseand key sources of estimation uncertainty,
there has previously been significant uncertaintyainding the valuation of the Company’s
investment in UK Group of Hotels, which has ledatealuation of £nil (2013: £nil), however
post year end as detailed in Note 11, the Admatists of UK Group of Hotels have confirmed
that there will be no return on the Company’s itwesnt.

Financial Instruments

The use of financial instruments and policies aseldsed in note 18 of the financial statements.

Prospects

The Board continue to explore other business oppitiges for the company in order to seek to
enhance shareholder value.

In the event of a suitable opportunity being idiéedi the company will seek shareholder
approval to a transaction.

In the meantime the Board has sought to reducedh®any’s ongoing running costs in order
to preserve the company’s primary asset beingpih deposits.

Auditor
The Company’s Auditors, Deloitte LLP, have exprésaewillingness to continue in office in

accordance with Section 12(2) of the Isle of MarmPanies Act 1982 and a motion for their
reappointment will be proposed at the forthcomingual general meeting.

D.W. Short D. P. Craine
Director Director and Company Secretary
26 March 2015

Registered Office: Burleigh Manor, Peel Road, Dasglsle of Man, IM1 5EP.
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Corporate Governance Statement

The Board of Directors are aware of the princigiesorporate governance contained in the UK
Corporate Governance Code.

Although the Company’s shares have been admitteth dhe Alternative Investment Market
and the Company is not required to comply withitieCorporate Governance Code, the Board
monitors the Company’s established proceduresaviges corporate governance disclosures to
the extent that it is appropriate for the size atabe of development of the Company. The
directors have chosen to give selected disclostinasthey believe are necessary/valuable to
readers.

The Board now comprises two non-executive Directord is collectively responsible for all
matters of good governance, and audit and remuoeredmmittees will only be established by
the Board if the Company’s activities expand togktent where the collective responsibility of
the Board is more appropriately served by the éstabent of such committees.

Internal Control

Accounting, administration and company secretaaivices are provided to the Company by
Peregrine Corporate Services Limited (“PCS”). RE&a licensed Fiduciary Service Provider
regulated by the Isle of Man Financial Supervis@ommission. David Craine is a director of
PCS, see related party note 17.

Relations with Shareholders

The Board as a whole has responsibility for engurihat a satisfactory dialogue with
shareholders takes place, assisted by our brokeruntlertakes this function and reports back
to the Board.

Directors’ Remuneration

All Board members are non-executive Directors. Feed in the year are disclosed below.

2014 2013

£'000 £'000

Barclay Douglas - 12
Derek Short 26 26
David Craine 13 13
Irrecoverable Value Added Tax 2 2
Total 41 53

All Directors are reimbursed for necessary tramglland subsistence costs incurred in attending
Board and other meetings. The Company has no sipdiem or pension schemes. Other than
as disclosed above no other emoluments, incentivenses or compensation for loss of office

has been paid to any Director.
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Directors’ Responsibilities Statement

The Directors are responsible for preparing the uahrReport and financial statements in
accordance with applicable laws and regulations.

Isle of Man company law requires the directorsreppre financial statements for each financial
year. Under that law, the Directors have electedptepare the financial statements in
accordance with International Financial Reportinganfards (IFRSs) as issued by the
International Accounting Standards Board. Undkr ¢6 Man company law the directors must
not approve the financial statements unless thesatisfied that they give a true and fair view
of the state of affairs of the Company and theipofloss of the Company for that period. In
preparing these financial statements, Internatidabunting Standard 1 requires that directors:

- properly select and apply accounting standards;

- present information, including accounting policies, a manner that provides
relevant, reliable, comparable and understandaldemation;

- make an assessment of the Company’s ability taraomtas a going concern; and

- provide additional disclosures when compliance lith specific requirements in
IFRSs are insufficient to enable users to undedstdie impact of particular
transactions, other events and conditions on th#ysnfinancial position and
financial performance.

The directors are responsible for keeping propeoaating records that are sufficient to show

and explain the Company’s transactions and disclereasonable accuracy at any time the
financial position of the Company, and enable thtenensure that the Financial Statements
comply with Companies Acts 1931 to 2004. They dse eesponsible for the system of internal

control, for safeguarding the assets of the Compardy hence for taking reasonable steps for
the prevention and detection of fraud and othegutarities.

The directors are responsible for the maintenamckimtegrity of the corporate and financial
information included on the Company website. Lkgisn in the Isle of Man governing the
preparation and dissemination of financial statdsmenay differ from legislation in other
jurisdictions.



Independent Auditor's Report to the Members of
The Hotel Corporation plc

We have audited the financial statements (“thenioie statements”) of The Hotel Corporation
plc for the year ended 31 December 2014, which cm@mpthe Company Statement of
Comprehensive Income, Company Statement of Finamoaition, Company Statement of
Changes in Equity, Company Statement of Cash Flams the related notes 1 to 18. The
financial reporting framework that has been appiredheir preparation is applicable law and
International Financial Reporting Standards (IFR&sadopted by the European Union.

This report is made solely to the Company’s memlars body, in accordance with Section 15
of the Companies Act 1982. Our audit work has hemtertaken so that we might state to the
Company’s members those matters we are requirsiét® to them in an auditor’s report and for
no other purpose. To the fullest extent permitbgdlaw, we do not accept or assume
responsibility to anyone other than the CompanytaedCompany’s members as a body, for our
audit work, for this report, or for the opinions Wwave formed.

Respective responsibilities of directors and audits

As explained more fully in the Directors’ Respoiigies Statement, the directors are
responsible for the preparation of the financiatesnents and for being satisfied that they give a
true and fair view. Our responsibility is to audibd express an opinion on the financial
statements in accordance with applicable law atetriational Standards on Auditing (UK and
Ireland). Those standards require us to comph wie Auditing Practices Board’'s (APB’s)
Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the am®uand disclosures in the financial
statements sufficient to give reasonable assurtiratethe financial statements are free from
material misstatement, whether caused by fraudriar.e This includes an assessment of:
whether the accounting policies are appropriatia¢oCompany’s circumstances and have been
consistently applied and adequately disclosed; ré@sonableness of significant accounting
estimates made by the directors; and the overalgmtation of the financial statements. In
addition, we read all the financial and non-finah@hformation in the annual report to identify
material inconsistencies with the audited finanstatements and to identify any information
that is apparently materially incorrect based amnaterially inconsistent with, the knowledge
acquired by us in the course of performing the taufliwe become aware of any apparent
material misstatements or inconsistencies we censig implications for our report.

Opinion on financial statements
In our opinion the financial statements:

° give a true and fair view of the state of the Conym affairs as at 31 December 2014
and of its loss for the year then ended;

. have been properly prepared in accordance with $F&Sadopted by the European
Union; and
. have been properly prepared in accordance withreqeirements of the Companies

Acts 1931 to 2004.



Independent Auditor's Report to the Members of
The Hotel Corporation plc (continued)

Separate Opinion in Relation to IFRSs as Issued lihe IASB

As explained in note 3 to the financial statemettits,Company in addition to applying IFRSs,
as adopted by the European Union, has also apf#iR®és as issued by the International
Accounting Standards Board (IASB).

In our opinion, the financial statements complyfWRERSs as issued by the IASB.
Emphasis of Matter — Going Concern

In forming our opinion on the financial statementdich is not modified, in this regard, we
have considered the adequacy of the disclosure rmadete 3 to the financial statements
concerning the Company’s ability to continue a®&ag concern.

The Company’s only asset is an investment in UKuBrof Hotels which is in administration as
at 31 December 2014. As detailed in Note 3, thar@of Directors are currently in discussions
with other parties about future trading opport@wstand expect a positive outcome from these
discussions. However, if the Board are unabledouse a formal offer they may need to
consider an orderly wind down of the Company.

These conditions, as more fully explained in noteiridlicate the exercise of a material
uncertainty which may cast significant doubt alitbetCompany’s ability to continue as a going
concern. The financial statements do not include adjustments that would result if the
Company was unable to continue as a going concern.

Matters on which we are required to report by excepon

We have nothing to report in respect of the follogvimatters where the Companies Acts 1931
to 2004 require us to report to you if, in our apin

. proper books of account have not been kept by tbempany and proper returns
adequate for our audit have not been received basiness branches not visited by us;
or

. the financial statements are not in agreement thérbooks of account and returns; or

. we have not received all the information and exalimms which to the best of our
knowledge and belief, are necessary for the purpbear audit; or

. certain disclosures of directors’ loans and remain@n specified by law have not been

complied with.

Deloitte LLP

Chartered Accountants

Douglas

Isle of Man 26 March 2015

An audit does not provide assurance on the maint&nand integrity of the website, including
controls used to achieve this, and in particulawbether any changes may have occurred to the
financial statements since first published. Theagtens are the responsibility of the directors of
the company but no control procedures can provid®late assurance in this area. Legislation
in the Isle of Man governing the preparation argséinination of financial statements differs
from legislation in other jurisdictions.

10



The Hotel Corporation plc
31 December 2014

Company Statement of Comprehensive Income
For the year ended 31 December 2014

2014

Notes £'000
Continuing Operations
Revenue 5 -
Administrative expenses (144)
Operating loss (144)
Bank interest receivable 2
Loss before taxation (142)
Taxation 8 -
Loss for the year and total comprehensive
loss for the year 7 142
Loss per share
Basic and diluted 10 (0.29p)

2013

£000

(173)
(173)
(165)

165

(0.33p)

The accompanying notes on pages 15 to 32 are egrattpart of these financial statements.

11



The Hotel Corporation plc
31 December 2014

Company Statement of Financial Position
As at 31 December 2014

Notes 2014 2013
Assets
£'000 £'000 £'000 £'000
Non-Current Assets
Investment 11 - -
Current Assets
Trade and other receivables 12 8 9
Cash and cash equivalents 501 642
509 651
Total Assets 509 651
Liabilities
Current Liabilities
Trade and other payakle 13 25 25
Total Liabilities (25) (25)
Net Assets 484 626
Equity
Share capital 14 2,491 2,491
Share premium account 14 11,015 11,015
Retained losses (13,022) (12,880)

Equity attributable to owners
of the Company 484 626

Shareholders’ Equity 484 626

Net Asset Value per share 0.97p 1.26p
(Based on number of shares in issue at year end)

The financial statements were approved by the Bo&Rirectors and authorised for issue on 26
March 2015.

They were signed on its behalf by;

Derek Short David Craine

The accompanying notes on pages 15 to 32 are egrattpart of these financial statements.

12



The Hotel Corporation plc
31 December 2014

Company Statement of Changes in Equity
For the year ended 31 December 2014

Notes Share Share Retainec Total
Capital Premium losse:
Account
£'000 £'000 £000 £000
Balance at 1 January
2013 2,491 11,015 (12,715) 791
Loss for the year - - (165) (165)
Dividends 9 - - - -
Balance at 31 December 2,491 11,015 (12,880) 626
2013
Loss for the year - - (142) (142)
Dividends 9 - - - -
Balance at 31 December 2,491 11,015 (13,022) 484
2014

The accompanying notes on pages 15 to 32 are egrahtpart of these financial statements.

13



The Hotel Corporation plc

31 December 2014

Company Statement of Cash Flows
For the year ended 31 December 2014

Net cash used in operating activities
Cash flows from investing activities
Interest received

Net cash generated by investing activities

Cash flows from financing activities
Dividends paid

Net cash used in financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Notes

15

2014 2013
£000 £000
(143) (173)
2 8

2 8
(141) (165)
642 807
501 642

The accompanying notes on pages 15 to 32 are egrattpart of these financial statements.

14
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The Hotel Corporation plc
31 December 2014

Notes to the Company Financial Statements
General Information

The Hotel Corporation plc is incorporated in thie Isf Man under the Companies Acts
1931 to 2004. The address of the registered offiggven on page 6. The nature of its
principal activities is set out in the Directorséport on pages 4 to 6. These financial
statements are presented in pounds sterling bedthatse the currency of the primary
economic environment in which the Company operates is rounded to the nearest
thousand pounds.

Adoption of new and revised Standards

In the current year, the following new and revistdndards and Interpretations have

been adopted. Their adoption has not had any &ignifimpact on the amounts

reported in these financial statements but may anghe accounting for future

transactions and arrangements.

i. IAS 39 (Amendments) Novation of Derivative and Gounation of Hedge
Accounting.

ii. IAS 36 (Amendments) Recoverable Amount Disclosufes Non-Financial
Assets

iil. IFRIC 21 Levies

New standards and interpretations not yeadopted

At the date of authorisation of these financiatestegents, the following Standards and
Interpretations which have not been applied indHesancial statements were in issues
but not yet effective (and in some cases had rtdbeen adopted by the EU):

i.  Amendments to IFRS 10, IFRS 12 and IAS 28 — InvestsEntities: Applying

the Consolidation Exception
ii.  Amendments to IAS 1 — Disclosure Initiative
iii.  Annual improvements to IFRSs: 2012-2014 Cycle (2634)
iv.  Amendments to IFRS 10 and IAS 28 — Sale or Cortinbwof Assets between
an Investor and its Associate of Joint Venture
v. Amendments to IAS 27 — Equity Method in Separat@afcial Statements
Vi. IFRS 9 — Financial Instruments
vii.  Amendments to IAS 16 and IAS 41 — Agriculture: BadPlants
viii. IFRS 15— Revenue from Contracts with Customers
iX.  Amendments to IAS 16 and IAS 38 — ClarificationAxfceptable Methods of
Depreciation and Amortisation
X.  Amendments to IFRS 11 — Accounting for Acquisitiarfsinterests in Joint
Operations
xi.  IFRS 14 — Regulatory Deferral Accounts
xii.  Annual Improvements to IFRSs: 2011-13 Cycle (Det3)0
xiii. ~ Amendments to IAS 19 — Defined Benefit Plans: EmeéoContributions

The directors do not expect that the adoption e$¢hstandards listed above will have a
material impact on the financial statements of @reup in future periods, except for
IFRS 9 — Financial instruments, which will impactity the measurement and disclosure
of Financial Instruments, and IFRS 15 — Revenuenfi©ontracts with Customers,
which may have an impact on revenue recognitionrataded disclosures. Beyond the
information above, it is not practicable to provaleeasonable estimate of the effect of
these standards, until a detailed review has beempleted.

15



The Hotel Corporation plc
31 December 2014

Notes to the Company Financial Statements (contindg

Significant accounting policies

Basis of accounting

The Company financial statements have been prepam@ctordance with International
Financial Reporting Standards (IFRSs). The findnsiatements have also been
prepared in accordance with IFRSs adopted by thregean Union and ISAB. The
financial statements have been prepared on thericest cost basis, except for the
revaluation of the investment in the Company’'s glibsy UK Group of Hotels.
Historical cost is generally based on the fair galf the consideration given in
exchange for the assets. The principal accountitigips adopted are set out below.

Solvency

The Company has adequate financial resources. hsidering the ability of the
Company to continue as a Going Concern the Diredtarve considered the Company
cash flow forecasts. These cash flow forecastsatdithat the Company has sufficient
resources to meet its ongoing expenses into tlesdeable future. UK Group of Hotels
has no recourse to the Company which is solvent.

Going concern

In light of events as outlined in Note 11, no fetincome and indeed no investment
return from the UK Group of Hotels plc is expected.

The Company has adequate financial resources. Diteetors have considered the
Company cash flow forecasts and these cash floecésts indicate that the Company
has sufficient cash resources to meet its ongopegating expenses into the foreseeable
future. UK Group of Hotels has no recourse toGoenpany which is solvent.

The Board believe that there is value in the Commna quoted cash shell company
and are seeking its sale as a going concern orntneduction of new business

opportunities in order to continue its trade. TBeard has therefore been in
consultation with its two major groups of shareleofdrepresenting more than 40% of
the total issued share capital, who have both atdd that they would wish to seek
other business opportunities.

On this basis, the Board has been in talks witleséwther parties and have received
expressions of interest over the period to dateaavait positive responses. To date no
definitive business has resulted from those meetingl discussions but it still remains
the Board'’s intention to continue these enquirigie Board expects a positive future
outcome from these discussions and on that bassideys the Company to be a going
concern. However, if the outcome of these curmentfuture discussions are not

successful the Board may need to consider an gradémd down of the Company.

The above conditions therefore indicate the exgsenf a material uncertainty which
may cast significant doubt about the Company’sitgltib continue as a going concern
and therefore the Company may be unable to readisets and/or discharge liabilities in
the normal course of business. These financidlersients do not include any
adjustments that would result if the Company wenable to continue as a going
concern.

16



The Hotel Corporation plc
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Notes to the Company Financial Statements (continai
Significant accounting policies (continued)
Going concern (continued)

After making such enquiries as necessary and cemsgl the uncertainties described
above, the Directors have a reasonable expectit@nthe Company has adequate
resources to continue to adopt the going concesis a preparinghe annual report
and financial statements.

Basis of Preparation

On 31 October 2012, the IASB issued ‘Investmenitieat Amendments to IFRS 10,

IFRS 12 and IAS 27'. Entities are required to ggpke amendments for annual periods
beginning on or after 1 January 2014, but earjiglieation is permitted. The Company
early adopted Investment Entities (amendmentsRSIEO, IFRS 12 and IAS 27) for the
year ended 31 December 2012 and has continuedpty tiye amended standard in the
financial statements for the year ended 31 Dece2b4.

The Company meets the definition of an Investmaeriitfas defined by IFRS 10 and is
required to account for the investment in UK Grofiplotels at fair value through profit
and loss, see note 4 for further detail regardiveg dssessment of the Company as an
investment entity. These separate financial istat¢s are the only financial statements
presented by the Company.

In accordance with IFRS 10 as amended by Investstities (amendments to IFRS
10, IFRS 12 and IAS 27), the Company shall not clitiate its subsidiaries or apply
IFRS 3 when it obtains control of another entitlystead, the Company will measure its
investment in its subsidiaries at fair value thitoygofit or loss in accordance with I1AS
39, Financial Instruments: Recognition and Measergm

The Company holds 49.9% of the ordinary shares KfGdoup of Hotels as well as
convertible preference shares. If all the conbbtipreference shares held by the
Company are converted into ordinary shares in titaré the Company will own
53.28% of UK Group of Hotels, on a fully convertealsis. Under previously adopted
IFRS, this had required consolidation of the UK @rof Hotels results.

The assessment that the Company is an Investméity Erad no effect on the total fair
value, as of the date of change of status, ofrthestment in UK Group of Hotels. The

fair value remains £nil as at 31 December 2014 32&hil). See Note 11 for further
details.

Revenue recognition

Revenue represents interest on bonds and prefesbaoe dividends.

Dividend and interest income recognition

Dividend income from investments is recognised wlhie@ shareholders’ rights to
receive payment have been established providedittigtfprobable that the economic

benefits will flow to the Company and the amountefenue can be measured reliably.

Interest income is recognised when it is probalde the economic benefits will flow to
the company and the amount of revenue can be nezheeliably.

17
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Notes to the Company Financial Statements (contindg
Significant accounting policies (continued)
Financial instruments (continued)
Cash and Cash Equivalents

Cash and cash equivalents comprise cash on harmtkamghd deposits and other short-
term highly liquid investments that are readily eertible to a known amount of cash
and are subject to an insignificant risk of changeslue.

Financial instruments

Financial assets and financial liabilities are grgsed in the Company’s statement of
financial position when the Company becomes a partyre contractual provisions of
the instrument.

Financial Assets

All financial assets are recognised and derecodrosea trade date where the purchase
or sale of a financial asset is under a contracbsehterms require delivery of the
financial asset within the timeframe established thbg market concerned, and are
initially measured at fair value, plus transactamsts, except for those financial assets
classified as at fair value through profit or losgdich are initially measured at fair
value.

Financial assets of the Company are classified timtofollowing specified categories:
financial assets ‘at fair value through profit ars$’ (FVTPL), and ‘loans and
receivables’. The classification depends on thareadnd purpose of the financial assets
and is determined at the time of initial recogmitio

Financial assets at FVTPL

Financial assets are classified as at FVTPL wherfittancial asset is either held for
trading or it is designated as at FVTPL.

A financial asset is classified as held for trading
it has been acquired principally for the purposesadfing in the near term; or
on initial recognition it is part of a portfolio adentified financial instruments
that the Company manages together and has a ateat pattern of short-term
profit-taking; or
it is a derivative that is not designated and dfffecas a hedging instrument.

A financial asset other than a financial asset @idrading may be designated as at
FVTPL upon initial recognition if:
such designation eliminates or significantly reduca measurement or
recognition inconsistency that would otherwiseegres
the financial asset forms part of a Company of rfaia assets or financial
liabilities or both, which is managed and its parfance is evaluated on a fair
value basis, in accordance with the Company’s decimsk management or
investment strategy, and information about the iy is provided internally
on that basis; or
it forms part of a contract containing one or membedded derivatives, and
IAS 39 Financial Instruments: Recognition and Measurement permits the entire
combined contract (asset or liability) to be deatgd as at FVTPL.

18



The Hotel Corporation plc
31 December 2014

Notes to the Company Financial Statements (continagg
Significant accounting policies (continued)

Financial instruments (continued)

Financial assets at FVTPL are stated at fair vakith any gains or losses arising on
measurement recognised in profit or loss. The aeét gr loss recognised in profit or

loss incorporates any dividend or interest earmethe financial asset and is included in
the ‘other gains and losses’ line item in the inecstatement. Fair value is determined
in the manner described in note 4 and note 11.

Derecognition of financial assets

The Company derecognises a financial asset onlywheecontractual rights to the cash
flows from the asset expire, or when it transfées financial asset and substantially all
the risks and rewards of ownership of the assahtither entity. If the Company neither
transfers nor retains substantially all the riskd sewards of ownership and continues
to control the transferred asset, the Company reseg its retained interest in the asset
and an associated liability for amounts it may h&wvepay. If the Company retains
substantially all the risks and rewards of owngrsifia transferred financial asset, the
Company continues to recognise the financial eamsetalso recognises a collateralised
borrowing for the proceeds received.

Financial liabilities and equity

Debt and equity instruments are classified as efihancial liabilities or as equity in
accordance with the substance of the contractuahgement.

Equity instruments

An equity instrument is any contract that evidereessidual interest in the assets of an
entity after deducting all of its liabilities. Equiinstruments issued by the Company are
recognised at the proceeds received, net of dssge costs.

Critical accounting judgements and key sourcesf @stimation uncertainty

In the application of the Company’s accounting @eB, which are described in note 3,
the directors are required to make judgementsmasts and assumptions about the
carrying amounts of assets and liabilities that ao¢ readily apparent from other
sources. The estimates and associated assumpt®rimmsed on historical experience
and other factors that are considered to be retedatual results may differ from these
estimates. The estimates and underlying assungpdianreviewed on an ongoing basis.
Revisions to accounting estimates are recognisékeirperiod in which the estimate is
revised if the revision affects only that periodjrothe period of the revision and future
periods if the revision affects both current anaife periods.

Critical judgements in applying the Company’s accouting policies
The following are the critical judgements that theectors have made in the process of

applying the Company’s accounting policies and tzate the most significant effect on
the amounts recognised in the financial statements.
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Critical accounting judgements and key sources foestimation uncertainty
(continued)

Critical judgements in applying the Company’s accanting policies (continued)
Determining that the entity is an investment entity

In assessing whether it meets the definition oinaestment entity, the Company must
consider whether it has the typical characterigifcan investment entity. The Company
has been deemed to meet the definition of an imesst entity per IFRS 10
Consolidated Financial Statements as the followinditions exist:

a) The Company has obtained funds for the purposemfiging investors with
investment management services;

b) The Company’s business purpose which was commuauidatthe investors in
its initial prospectus, is solely to create valaedhareholders through investing
in the four-star hotels sector in the UK with ataar focus on provincial
hotels;

c) The Company'’s investors are not related partigheentity; and

d) The performance of the investment in UK Group oftéid is measured and
evaluated on a fair value basis.

Although the Company does not meet all the typatwdracteristics of an investment
entity as it has only one investment, this exceptioes not prevent the Company from
meeting the definition of an investment entity. eTlkbsence of these typical
characteristics does not necessarily disqualifyeatity from being classified as an
investment entity. Following consideration, therdators believe the Company is an
investment entity as the Company was establishadviest in businesses in the UK
hotels sector and the Company has pooled invesfargls to invest in a single

investment which otherwise would be unobtainablentbvidual investors given that

UK Group of Hotels is not publicly traded.

Revenue recognition

Note 5 describes uncertainty in relation to theenexe due from UK Group of Hotels
with regards to interest on bonds and preferenegesdividends. In making their

judgement regarding revenue recognition, the directonsidered the detailed criteria
for recognition of interest and dividend revenuea# in IAS 18 Revenue, in particular
whether it is probable that economic benefits aased with the transactions will flow

to the Company. Following consideration of the dibans described in note 5, the
directors concluded that it is not probable thathstevenue will flow to the Company.

Accordingly the Company has not recognised revatugewith effect from 1 January
2012.

Key sources of estimation uncertainties
The following are the key sources of estimationautainty that the directors have made

in the process of applying the Company’s accountialicies and that have the most
significant effect on the amount recognised infthencial statements.
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Critical accounting judgements and key sources foestimation uncertainty
(continued)

Key sources of estimation uncertainties (continued)
Fair value of investment

In line with the accounting polices set out in ndtaote 11 sets out in detail the method
by which fair value is attributed to the Companiyigestment in UK Group of Hotels and
the significant uncertainties associated with thishe current year which has led to a
valuation of £nil (2013: £nil) .

Revenue

Following communications received from UK GroupHiftels, the Company announced
on the 16 December 2011 and confirmed on the 2 2pdi2 that the payments due from
UK Group of Hotels on the Bonds and Cumulative &wice Shares will be deferred
until further notice.

Following these communications, a review of the Woup of Hotels financial
statements for the year ended 31 December 201 tharatiministrators of the UK Group
of Hotels communication to the company onJa8@uary 2015 that there will be no return
to the Company, the directors have assesseddbeipt of this revenue is not probable.
Accordingly, the Company has not recognised revetue of £1,986,000 in respect of
interest on bonds and £824,000 in respect of dimdeon preference shares again in the
current year.

Business and geographical segments
The Company’s turnover is derived from interest e Bonds and Cumulative

Preference Shares (which have been deferred, geeShdcheld in its investment UK
Group of Hotels. Allincome is derived from the UK

Loss for the year

Loss for the year has been arrived at after chgrgin

2014 2013
£'000 £000

Audit fees payable for the audit of the

Company’s annual accounts

- Current year 13 20
- Prior year (over)/under provision - )
Impairment loss on trade receivables - -
13 19
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Company Tax on loss on ordinary activities

A 0% rate of corporate income tax is applicabléheo Company’s income and therefore
no provision for liability to Manx income tax hagdn included in these financial

statements

Dividends

The Directors do not recommend the payment of alélind in respect of the year to 31
December 2014 (2013: £nil).

Loss per share

2014 2013
£'000 £'000
Loss for the purposes of basic earnings per share
being loss attributable to owners of the Company 42)1 (165)
Number of Shares 2014 2013
No. No.
Weighted average number and diluted ordinary
shares for the purpose of basic loss per share 199%0 49,819,050
Loss per share
Basic and diluted (0.29p) (0.33p)
Investment
Investment — non current
Classified as: 2014 2013
£000 £000
Investment at fair value through profit and loss - -
2014 2013
£'000 £'000

Investment at fair value through profit and loss

Fair value at start of year -
Decrease in fair value during the year -

Fair value at end of year -
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Investment (continued)

Investment at fair value through profit and loss (ontinued)

The investment at 31 December 2014 includes arsiment in ordinary shares of £nil
(2013: £nil) in UK Group of Hotels. The Companyld®16,550,000 ordinary shares of
£1 par value in UK Group of Hotels. These ordinsimares amount to 49.92% of the
issued share capital of that company.

The investment at 31 December 2014 also includesnaestment in convertible
preference shares of £nil (2013: £nil). The Compaoigs 11,770,000 preference shares
of £1 each in UK Group of Hotels, amounting to 58@of convertible preference
shares in issue.

UK Group of Hotels is a UK Group and its princigattivity was that of owning and
operating a group of hotels.

The Company has no current commitments to provigen€ial or other support to UK
Group of Hotels.

The Company were notified that at the General Mege{fGM”) of Puma Hotels plc
("“Puma”) on 10 July 2014, the resolution to chafiena’'s name to UK Group of
Hotels plc was approved by shareholders. The Comnpams 49.92% of UK Group of
Hotels, which rebranded itself as “The Hotel Cdilat’ following the acquisition of its
senior debt by LSREF Il Wight Limited (“Lone Starfrom Irish Bank Resolution
Corporation Limited.

The Company announced that on 4 August 2014 Paul Qtark, Paul David Williams
and David John Whitehouse, each of Duff & Phelpd, Were appointed as joint
administrators of UK Group of Hotels, in which tBempany holds a 49.92% interest.

On 11 September 2014 those same joint administrate@re appointed to the 18
subsidiary companies within the UK Group of Hotetgl all business and assets were
sold in pre-packed sales by the administrators eéw entities which are ultimately
controlled by Lone Star funds.

Subsequent interim reports from the administrattire, latest being dated J@nuary
2015, have confirmed that there is no return fadir@ry shareholders, preference
shareholders or debenture holders. The investmaait forms, into UK Group of Hotels
has no present or future value.

The Company’s investment in UK Group of Hotelsu#yf written down to £nil (2013
£nil).
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Investment (continued)
Investment at fair value through profit and loss (ontinued)

As detailed in Note 3, the Company has preparedraep financial statements in
accordance with IFRS 10. In accordance with Inmest Entities (Amendments to
IFRS 10, 12 and IAS 27) the Company has not codetgld its results with its
subsidiary, UK Group of Hotels and instead has mmeakits investment in UK Group
of Hotels at fair value through profit or loss iecardance with IAS 39, Financial
Instruments: Recognition and Measurement.

The convertible preference shares in UK Group oteMowill rank ahead of the
ordinary share capital in a winding up of UK GraaffHotels and can be converted into
ordinary shares in the capital of UK Group of Hstat any time at the option of the
holder of these preference shares upon 21 daysenoiihese shares are convertible into
1 ordinary share and 19 preference shares for dveonvertible preference share at the
option of the holder. These preference sharesotioarry the right to vote except on a
resolution modifying the rights attaching to thefgrence shares.

In determining the fair value attributable to thedipary shares and convertible
preference shares in UK Group of Hotels of £nig Directors considered the reports
from the Administrators of the UK Group of Hotelsdaits subsidiaries. The latest being
29 January 2015, which clearly indicates there vaéd no return for ordinary
shareholders, preference shareholders or debdrtiders.

Bonds

The investment at 31 December 2014 also includesnastment in unsecured deep
discount bonds issued by UK Hotels (Finance) ptenferly Puma Hotels (Finance)
plc), a subsidiary of UK Group of Hotels, of £n#03: £nil). The Company holds
16,550,000 unsecured deep discounted bonds.

Once again, following receipt of the reports frame tAdministrators of UK Group of
Hotels the Board considers the bonds to have reepter future value.

Fair value of investment

The Directors have reviewed the investment at 3deDwer 2014. As detailed above, in
view of the appointment of Administrators to UK @po of Hotels and all of it
subsidiaries, and in particular the subsequentrtegmom the Administrators clearly
indicating no likelihood of any return to ordinaskiareholders, preference shareholders
or debenture holders, the Company considers tlsene ipresent of future value in the
investment and must consider it to be of no value.
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Investment (continued)
Fair value measurements

The information set out below provides informatayout how the Company determines
fair values of financial assets.

The following table provides an analysis of finahdinstruments that are measured
subsequent to initial recognition at fair valueguped into Levels 1 to 3 based on the
degree to which the fair value is observable:

Level 1 fair value measurements are those derik@u fiuoted prices (unadjusted) in
active markets for identical assets or liabilities;

Level 2 fair value measurements are those derirad fnputs other than quoted prices
included within Level 1 that are observable for &sset or liability, either directly (i.e.
as prices) or indirectly (i.e. derived from prices)d

Level 3 fair value measurements are those deriverh fvaluation techniques that
include inputs for the asset or liability that aret based on observable market data
(unobservable inputs).

Some of the Company'’s financial assets are measatréar value at the end of each
reporting period. The following table gives infortiaa about how the fair values of
these financial assets are determined (in partictila valuation technique(s) and inputs

used).

Valuation

Relationship of

Fair : Significant
. . . technique(s) unobservable
Financial assets Fair value as at value dk unobservable - fai
hierarchy and xey input(s) nputs to fair
31/12/2014  31/12/2013 input(s) value
49.92 per 49.92 per
cent equity  cent equity The higher net
investment  investment The Director's assets and the
1) Private 'g rt)JLlf of g rguK of Director experience and tmhgrgifre;\é?grr:ble
equity P p assessment  knowledge of
) . Hotels, Hotels assessment of
investment in . . Level 3 based on net the UK Group
engaged in  engaged in ) UK Group of
UK Group of hotel hotel realisable of Hotels Hotels
Hotels . . assets operations and
owning and owning and rospects prospects, the
operating operation prosp higher the fair
activities - activities - value.
£nil £nil
11,770,000 11,770,000 The higher net
preference  preference assets and the
2) Redeemable shares in shares in The Director’s more favourable
. UK Group UK Group Director experience and .
cumulative the Directors
of Hotels, of Hotels, assessment  knowledge of
preference . . assessment of
; engaged in engaged in Level 3 based on net the UK Group
shares in UK : UK Group of
Group of hotej hote_l realisable of Hotgls Hotels
owning and owning and assets operations and
Hotels ; ’ prospects, the
operating operating prospects hiaher the fair
activities - activities - v rfilu e
£nil £nil '
The higher net
The Director’s assets and the
Director experience and tmhgrgifrz\é?g:’:ble
3) Bondsin UK assessment  knowledge of assessment of
Group of £nil £nil Level 3 based on net the UK Group UK Groun of
Hotels realisable of Hotels Hotels p
assets operations and
p?ospects prospects, the
higher the fair
value.
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11. Investment (continued)

Fair value measurements (continued)

There were no transfers between Levels 1, 2 oridglthe current or prior year. There
were no gains or losses recognised in the curreat i respect of financial assets at
fair value through profit or loss.

A sensitivity analysis to changes in assumptiorss it been prepared due to the £nil
fair value of the investments.

12. Trade and Other Receivables

2014 2013
£000 £000
Amounts falling due
within one year
Prepayments and 8 9
accrued income
8 9

The Directors consider that the carrying amounttrafle and other receivables
approximates to their fair value. All receivabbee less than 180 days and are not
past due or impaired.

13. Trade and Other Payables

2014 2013
£'000 £'000
Amounts falling due
within one year
Accruals and deferred 25 25
income
25 25

The directors consider the carrying value of Tradé Other Payables is approximately
equal to their fair value.
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14.  Share Capital

Authorised: Ordinary Shares of £0.05

Number £000
As at 31 December 2014 80,000,000 4,000
Issued and fully paid: Ordinary Shares of £0.05
Number £000
Balance at start of year 49,819,050 2,491
Issued during year - -
As at 31 December 2014
49,819,050 2,491

The Company has one class of ordinary shares waigly no right to fixed income.

Share Premium Account

On 29 June 2009 the Company issued 15,200,000ongwary shares of 5p each at a
placing price of 80p resulting in 75p premium orcleahare, a total of £11,400,000
premium. Placing costs of £385,000 were deductau the premium achieved resulting
in a net share premium of £11,015,000.

15. Notes to the Statement of Cash Flows

Reconciliation of operating loss to net cash gerdrhy operating activities:

2014 2013
£'000 £'000
Operating loss (144) (173)
Adjustments for:
Decrease/(increase) in
Trade and other
Receivables 1 3
(Decrease)/increase in
Trade and other
payables . 3)
Net cash used in
operating activities (143) (173)
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Events after the Balance Sheet Date
An interim report dated 29 January 2015 from thenkuistrators of UK Group of Hotels
plc has confirmed there is no prospect of any @naito its non-preferential unsecured
creditors which by definition means no return targfnolders.
The Administrators stated that the administraiatomatically comes to an end after one
year, i.e. 4 August 2015, at which time it is aipited a Notice will be given to move
from administration to dissolution.
Related Party Transaction
Immediate and Ultimate Controlling Party
In the opinion of the Directors there is no immeeliand ultimate controlling party.

Key Management Compensation

The remuneration of the Directors of the Companyiovare the key management
personnel, is set out below:

Company Company
2014 201:
£000 £00C
Short-term employee
benefits and directors
fees 41 52
Total
41 52

David Craine is a Director of Peregrine Corporarviges Limited, (PCS), the

Company which provides accountancy, administratiod secretarial services to The
Hotel Corporation plc. Fees, including VAT, of £836 (2013: £42,855) were paid to
PCS during the year.

Derek Short’s directors fees are paid to Engligh @antinental Properties Limited.
David Craine’s directors fees are paid to Burle@ffshore Services Limited.

During the year there were no related party shamséactions (2013: Former Director,
Barclay Douglas, sold 220,329 ordinary shares dutime year reducing his total
shareholding in the company to nil. Shore Capitabup Investments Limited held
10,953,744 ordinary shares in the Company repriegeBtl.18% of the issued share
capital. Shore Capital Group Investments Limiteel gart of the Shore Capital Group
who were nominated advisors and brokers for the fiamm up to 4 September 2013.
These shares were held by Pershing Nominees Lijnited
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Financial Instruments
Capital risk management
The Company manages its capital to ensure thaCtmepany will be able to continue
as a going concern, this is achieved by maintaisun§jcient liquid resources to meet
ongoing liabilities as they fall due, including magnt of dividends, while maximising
the return to stakeholders through the optimisatioiihe debt and equity balance.
The capital structure of the Company consists sha@nd cash equivalents and equity
attributable to equity holders of the Company, casiipg issued capital, share premium
and retained losses. The Company does not harget gearing ratio.
The Company is not subject to any externally imdosapital requirements. Equity
includes all capital and reserves of the Compaaydhe managed as capital.
Significant accounting policies
Details of the significant accounting policies anmgtthods adopted (including the
criteria for recognition, the basis of measuremend the basis for recognition of
income and expenses) for each class of financegtaginancial liability and equity

instrument are disclosed in note 3.

Categories of financial instruments

Company Company
2014 2013
£000 £000
Financial assets
Investment at fair value through
profit and loss - -
Cash and cash equivalents 501 642
Loans and receivables 8 9

The investment at fair value through profit andsleghich includes the bonds and the
preference shares is designated level three (21@1@1 three) financial assets and
liabilities within the definitions of IFRS 13, Faifalue Measurement. As per note 11,
the investment held by the Company has been valuéahil as at 31 December 2014
(2013: £nil). Notes 3, 4 and 11 detail the valuatiechniques used by the Company in
determining the fair value and note 11 detailsrdasons why the investment is valued
at £nil. There have been no gains or losses réged)in the year, nor any purchases or
disposals or transfer between levels in the fduevaierarchy.

At the end of the reporting year, there are noiigmt concentrations of credit risk for
loans and receivables. The carrying amount refleatsove represents the Company’s
maximum exposure to credit risk for such loans r@eeivables.

Financial risk management objectives

The Board of Directors monitor and manage finandghs, relating to the operation of
the Company, through periodic assessment of itesexp to them. These risks include
interest rate risk, credit risk, cash flow intenege risk and liquidity risk.
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Financial Instruments (continued)

Market risk

There has been no change to the Company’s exptisunarket risks or the manner in
which these risks are managed and measured. Thg&y is not exposed to any
financial risks arising from changes in foreignremcy exchange rates or interest rates.

Foreign currency risk management

Company operations are based in the Isle of Man ahdssets and liabilities are
denominated in sterling. As a result the Compaany o exposure to foreign currency
risk.

Liquidity risk management

Ultimate responsibility for liquidity risk managemnterests with the Company Board of
Directors, which has established an appropriatédity risk management framework
for the management of the Company’s short, mediuma ng-term funding and
liquidity management requirements. The Company mesaliquidity risk by
maintaining adequate reserves and by continuoushitoring forecast and actual cash
flows.

Liquidity risk tables

The following table details the Company’s expectedturity for its non-derivative
financial assets. The table below has been drawrbaged on the undiscounted
contractual maturities of the financial assetsudirlg interest that will be earned on
those assets. The inclusion of information on nerivdtive financial assets is necessary
to understand the Company’s liquidity risk managetnaes the liquidity is managed on a
net asset and liability basis.

Weighted
average
effective
interest  Less than 1-3 3 months
rate 1 month months  to 1year 1-5years 5+years Total

% £000 £000 £000 £000 £000 £'000

31 December

2014

Non-interest

bearing - - - - - -

Variable
interest rate
instruments 0.35 493 - - - - 493

493 - - - - 493
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Financial Instruments (continued)

Weighted
average
effective
interest  Less than 1-3 3 months
rate 1 month months to1lyear 1-5years 5+years Total

% £'000 £°000 £000 £000 £000 £000

31 December

2013

Non-interest

bearing - - 1 - - 1

Variable
interest rate
instruments 0.52 642 - - - - 642

642 - 1 - - 643

The amounts included above for variable interet# mastruments for non-derivative
financial assets is subject to change if changeaiiable interest rates differ to those
estimates of interest rates determined at the tiegatate.

The following table details the remaining contrattmaturity for its non-derivative
financial liabilities with agreed repayment dat8$e table has been drawn up based on
the discounted cash flows of financial liabilitiegsed on the earliest date on which the
Company can be required to pay.

Weighted
average
effective
interest Less than 1-3 3 months
rate 1 month months tolyear 1-5years 5+years Total

% £000 £000 £000 £000 £000 £'000

31 December

2014

Non-interest

bearing - 25 - - - 25

Variable
interest rate
instruments - - - - - - .
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18. Financial Instruments (continued)
Weighted
average
effective
interest  Less than 1-3 3 months
rate 1 month months to1lyear 1-5years 5+years Total

% £'000 £°000 £000 £000 £000 £000

31 December

2013

Non-interest

bearing - 25 - - - 25

Variable
interest rate
instruments - - - - - - -
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