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Directors’ report

The directors present their report together with the audited financial statements of IHI Magyarorszag Zrt.
(the ‘Company’) for the year ended 31 December 2017.

Mission and Strategy
The Company’s mission is to maximise shareholders” wealth by owning and operating assets at the top end
of the market within which it operates.

Principal activities

The Company operates the Corinthia Hotel Budapest, a landmark five-star deluxe hotel located in the heart
of Budapest drawing on an unrivalled 110-year history of excellence and tradition. The Company also owns
and operates the Royal Residence and the Royal Spa.

The Company’s sole shareholder is IHI ple, a company domiciled in Malta.

Result for the year

The results for the year are set out in the statement of profit or loss and other comprehensive income on
page 6 of the financial statements. During the year, the hotel’s operating performance continued to be
positive.

The profit for the year of €4.959 million (2016: €4.128 million) will be added to the retained earnings.

Equity

The statement of changes in equity is set out on page 8 of the financial statements.

Directors
The board of directors is made up as follows:

Frank Xerri de Caro
Joseph Galea
Joseph Pisani

The company’s Articles of Association do not require any directors to retire.

Approved by the Board of Directors on 15 June 2018 and signed on its behalf by:

 p—
Frank }rri de Caro =~
iwherson

Joseph Galea
Director

Erzsébet krt 43-49
1073 Budapest
Hungary
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Independent auditor’s report
To the Shareholders of IHI Magyarorszag Zrt.

Report on the audit of the financial statements

Our opinion
In our opinion:

*  IHI Magyarorszag Zrt’s financial statements give a true and fair view of the company’s financial position as
at 31 December 2017, and of the company’s financial performance and cash flows for the year then ended in
accordance with International Financial Reporting Standards (‘IFRSs’) as adopted by the EU; and

What we have audited
IHI Magyarorszag Zrt’s financial statements, set out on pages 6 to 33, comprise:

o the statement of profit or loss and other comprehensive income for the year ended 31 December 2017;
e the statement of financial position as at that date;

e the statement of changes in equity for the year then ended;

o the statement of cash flows for the year then ended; and

 the notes to the financial statements, which include a summary of significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence
We are independent of the company in accordance with the International Ethics Standards Board for

Accountants’ Code of Ethics for Professional Accountants (IESBA Code). We have fulfilled our other ethical
responsibilities in accordance with the IESBA Code.
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Independent auditor’s report - continued

To the Shareholders of IHI Magyarorszag Zrt.

Other information

The directors are responsible for the other information. The other information comprises the Directors’ report
(but does not include the financial statements and our auditor’s report thereon).

Our opinion on the financial statements does not cover the other information, including the directors’ report.

In connection with our audit of the financial statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially misstated.

If based on the work we have performed on the other information that we obtained prior to the date of this
auditor’s report, we conclude that there is a material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

Responstbilities of the directors for the financial statements

The directors are responsible for the preparation of financial statements that give a true and fair view in
accordance with IFRSs as adopted by the EU, and for such internal control as the directors determine is
necessary to enable the preparation of financial statements that are free from material misstatement, whether
due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations, or
have no realistic alternative but to do so.



Independent auditor’s report - contimued

To the Shareholders of THI Magyarorszag Zrt.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs will always detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs, we exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.

e  Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness
of the company’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors.

*  Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the company’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s report. However, future
events or conditions may cause the company to cease to continue as a going concern.

* Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with directors regarding, among other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in internal control that we identify during our
audit.

PricewaterhouseCoopers
78, Mill Street

Qormi

Malta

Sifmon Flyny/
Partner

15 June 2018

g
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Statement of profit or loss and other comprehensive

income

Revenue
Direct costs

Gross profit

Marketing costs

Administrative expenses
Depreciation

Results from operating activities

Finance income
Finance costs
Net finance costs

Profit before tax

Tax expense
Profit for the year

Other comprehensive income:

Impairment revaluation of hotel property
Income tax relating to components of
other comprehensive income

Other comprehensive income for the year, net of tax

Total income for the year

10

1

20

26,041 23,659

(12,199) (10,980)

13,842 12,679

(1,632) (1,555)

(4,222) (4,024)

(1,465) (1,896)

6,523 5,204
143 81

(1,049) (405)

(906) (324)

5,617 4,880

(658) (752)

4,959 4,128

« 18,613

- (1,675)

" 16,938

4,959 21,066
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Statement of financial position

2017 2016
Notes €000 €000
Assets
Non-current
Property, plant and equipment 11 121,617 122,458
121,617 122,458
Current
Inventories 12 986 985
Trade and other receivables 13 2,233 1,660
Cash and cash equivalents 14 1,929 1,722
5,148 4,367
Total assets 126,765 126,825
Equity
Called-up share capital 15 3,862 3,862
Capital reserve 15,038 15,038
Revaluation reserve 16 39,855 39,855
Retained earnings 17 5,156 197
Total equity 63,911 58,952
Liabilities
Non-current
Other long term loans 19 50,729 57,229
Deferred tax liabilities 20 5,591 5,513
56,320 62,742
Current
Other loans 19 401 241
Trade and other payables 21 5,699 4,361
Current taxation 434 529
6,534 5,131
Total liabilities 62,854 67,873
Total equity and liabilities 126,765 126,825

The financial statements on pages 6 to 33 were authorised for issue by the board of directors on 15 June

2018 and signed opritgbehalf by:

Joseph Galea

Chairperson Director
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Statement of changes in equity
> e Sh: i Revaluation Retained
= . feserve*® earnings

€000 €000

Balance at 1 January 2016 3,862 15,038 22,917 (3,931) 37,886
Total comprehensive income for the

year - = 16,938 - 16,938
Profit for the year - - - 4,128 4,128
Balance at 31 December 2016 3,862 15,038 39,855 197 58,952
Balance at 1 January 2017 3,862 15,038 39,855 197 58,952
Other comprehensive income for the

year . s . . i,
Profit for the year 2 e - 4,959 4,959
Balance at 31 December 2017 3,862 15,038 39,855 5,156 63,911

* Not available for distribution
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Statement of cash flows

Profit before tax

Adjustments

Working capital changes:
Inventories

Trade and other receivables

Trade and other payables

Cash from operating activities
Tax paid
Net cash from operating activities

Cash from investing activities
Payments to acquire property, plant
and equipment

Interest received

Net cash used in investing activities

Cash from financing activities
Bank loan/IC loan repayments*
Interest paid

IC loan received**

Net cash used in financing
activities

Net (decrease) / increase in cash
and cash equivalents

Cash and cash equivalents at 1 January

Cash and cash equivalents at 31
December

2017 2016
Notes €000 €000
5,617 4,880
22 1,479 2,093
(M (20)
(588) (264)
1,552 (121)
8,059 6,568
(675) (245)
7,384 6,323
(674) 970)
) 8
(677) (962)
(6,500) (33,798)
- (269)
; 25,869
(6,500) (8,198)
207 (2,837)
1,722 4,559
14
1,929 1,722

*During the year the company repaid €6.5 million in sharcholders loans. During 2016, the company
repaid €6,354,686 parent company loan and €26,937,153 bank loan

**The company received €25,868,660 EUR loan from IHI PLC to repay the total bank loan
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Notes to the financial statements

1. Nature of operations

The Company’s main business is connected with the ownership and operation of a hotel and adjacent
apartments and spa in Budapest, Hungary.

2 General information

IHI Magyarorszig Zrt., (the ‘Company’), is a limited liability company incorporated in Budapest, I Tungary.
The Company’s registered address is Erzsébet k. 43-49, 1073 Budapest, Hungary.

The financial statements of the Company have been prepared in accordance with International Financial
Reporting Standards (IFRS) as adopted by the EU.

The financial statements are presented in thousands of euro (€°000) which is also the functional currency of
the Company.

3. Change in accounting policies
3.1. Standards, interpretations and amendments to published standards effective in 2017

In 2017, the Company adopted amendments to existing standards that are mandatory for the Company’s
accounting period beginning on 1 January 2017, comprising:

- Recognition of Deferred Tax Assets for Unrealised Losses — Amendments to IAS 12; and
- Disclosure initiative — Amendments to IAS 7.

The adoption of these revisions to the requirements of IFRSs as adopted by the EU did not result in changes
to the Company’s accounting policies impacting the Company’s financial performance and position. The
amendments to IAS 7 require disclosure of changes in liabilities arising from financing activities as disclosed
in Note 22.1.

3.2. Standards, interpretations and amendments to published standards that ate not yet
effective

Certain new standards, amendments and interpretations to existing standards have been published by the
date of authorisation for issue of these financial statements but are mandatory for accounting periods
beginning after 1 January 2017. The Company has not early adopted these revisions to the requirements of
IFRSs as adopted by the EU and the directors are of the opinion that there are no requirements that will
have a possible significant impact on the Company’s financial statements in the period of initial application,
except for IFRS 9 ‘Financial instruments’, IFRS 15 ‘Revenue from contracts with customers’ and IFRS 16
Leases’.

IFRS 9, “Financial instruments’, addresses the classification and measurement of financial assets, and replaces
the multiple classification and measurement models in IAS 39 with a single model that has only three
classification categories: amortised cost, fair value through other comprehensive income (‘FVOCI’) and fair
value through profit or loss (FVIPL). Classification under IFRS 9 is driven by the reporting entity’s
business model for managing the financial assets and the contractual characteristics of the financial assets.
IFRS 9 also addresses the classification and measurement of financial liabilities, and retains the majority of
the requirements in IAS 39 in relation to financial liabilities. IFRS 9 introduces a new expected credit losses
model that replaces the incurred loss impairment model used in IAS 39. The standard is effective for
accounting periods beginning on or after 1 January 2018.

Management have started assessing IFRS 9’s impact on its financial assets and liabilities.
g g p
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3. Change in accounting policies — continned

3.2. Standards, interpretations and amendments to published standards that are not yet
effective — continued

Financial assets mainly comprise trade receivable. IFRS 9 also introduces a new expected credit losses model
that replaces the incurred loss impairment model used in IAS 39. This amendment impacts the Company to
the extent of their trade receivables and deposits held with credit institutions. Management has not yet been
able to quantify the provision required as at the date of transition to IFRS 9. However, it does not expect a
significant impact on the Company as a result of this amendment. This is after considering the following:

® Trade and lease receivables will qualify for the simplifications afforded by IFRS 9 and management
will apply a provisions matrix in order to calculate the loss allowance on these assets. Different loss
rates will be determined based on the different ageing buckets of receivables, and management will
use historical experience (adjusted by more forward-looking information where relevant), in order to
determine such loss rates. Based on the Company’s history of bad debts, the directors anticipate
that the provision required on transition will not be significant.

® The Company will avail of the low credit risk exemption under IFRS 9 for the majority of its
balances held with banks and hence calculate their provision using 12-month expected credit losses.
The provision emanating from this calculation is expected to be immaterial.

There will be no impact on the Company’s accounting for financial liabilities, as the new requirements only
affect the accounting for financial liabilities that are designated at fair value through profit or loss and the
Company do not have any such liabilities. The derecognition rules have been transferred from IAS 39 and
have not been changed.

IFRS 15, Revenue from contracts with customers’ deals with revenue recognition and establishes principles
for reporting useful information to users of financial statements about the nature, amount, timing and
uncertainty of revenue and cash flows arising from an entity’s contracts with customers. Revenue is
recognised when a customer obtains control of a good or service and thus has the ability to direct the use
and obtain the benefits from the good or service. The standard replaces IAS 18 ‘Revenue’ and IAS 11
‘Construction contracts’ and related interpretations, and is effective for annual periods beginning on or after
1 January 2018.

Management has analysed the Company’s revenue streams in assessing the impact of IFRS 15 on their
contracts with customers. The majority of the Company’s revenue arises from the hotel and catering
business. In view of the short-term nature of such contracts, management do not anticipate any changes
between the accounting under IAS 18 and that under IFRS 15.

IFRS 16, ‘Leases’, was issued in January 2016 and is effective for annual periods beginning on or after 1
January 2019.  Earlier application is permitted, subject to IFRS 15 also being adopted, however, the
Company will not be early adopting the standard. Under TFRS 16, a contract is, or contains, a lease if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for a
consideration. The standard mainly impacts lessee accounting as it requires lessees to recognise a lease
liability reflecting future lease payments and a ‘right-of-use asset’ for virtually all lease contracts; an optional
exemption is available for certain short-term leases and leases of low-value assets. The Company’s non-
cancellable operating leases as at 31 December 2017 amount to €43 thousand.

The present value of non-cancellable leases as at 1 January 2019 will be recognised as a lease liability, with a
corresponding amount in right of use assets. However, management has not yet assessed what other
adjustments, if any, are necessary, for example because of the change in the definition of the lease term and
the different treatment of variable lease payments and of extension and termination options. It is therefore
not yet possible to estimate the amount of tight-of-use assets and lease liabilitics that will have to be
recognised on adoption of the new standard and how this may affect the Company’s profit or loss and
classification of cash flows going forward.
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3. Change in accounting policies — continned

3.2. Standards, interpretations and amendments to published standards that are not yet
effective — continned

For all standards issued but not yet effective, the Company intends to apply the transitional simplifications
afforded by each standard and will not restate comparative amounts for the year prior to first adoption.

4. Summary of accounting policies
4.1. Overall considerations

The significant accounting policies that have been used in the preparation of these financial statements are
summarised below.

The financial statements have been prepared using the measurement bases specified by IFRS as adopted by
the EU for each type of asset, liability, income and expense. The measurement bases are more fully described
in the accounting policies below.

The preparation of financial statements in conformity with [FRS as adopted by the EU requires management
to make judgements, estimates and assumptions that affect the application of policies and reported amounts
of assets, liabilities, income and expenses. The estimates and associated assumptions are based on historical
experience and various other factors that are believed to be reasonable and reliable in the circumstances, the
results of which form the basis of making the judgements about carrying amounts of assets and liabilities that
are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period,
or in the period of revision and future periods if the revision affects both current and future periods.

Judgements made by management in the application of IFRS as adopted by the EU that have a significant
effect on the financial statements and estimates with a significant risk of material adjustment in the next year
are discussed in the following notes:

Note 13: Property, plant and equipment

The accounting policies have been consistently applied by Company and are consistent with those used in
previous yeats.

4.2, Interest-bearing loans

Interest-bearing loans are stated at their amortised cost, being the net proceeds received. Loan interest is
recognized on an accrual basis and expensed when incurred. Loans denominated in foreign currencies at the
balance sheet date are translated at the year-end rates of exchange.

4.3. Foreign currency translation

Foreign currency transactions are translated into the functional currency of the Company using the exchange
rates prevailing at the dates of the transactions (spot exchange rate). Foreign exchange gains and losses
resulting from the settlement of such transactions and from the remeasurement of monetary items at year-
end exchange rates are recognised in income statement.

Non-monetary items measured at historical cost are translated using the exchange rates at the date of the
transaction (not retranslated). Non-monetary items measured at fair value are translated using the exchange
rates at the date when fair value was determined.
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4. Summary of accounting policies — continued
4.4. Revenue

Revenue comprises revenue from sale of goods and rendering of services.

Revenue is measured by reference to the fair value of consideration received or receivable by the Company
for goods supplied and services provided, excluding VAT, rebates, and trade discounts.

Revenue is recognised when the amount of revenue can be measured reliably, it is probable that the
economic benefits associated with the transaction will flow to the entity, the costs incurred or to be incurred
can be measured reliably, and when the criteria for each of the Company’s different activities has been met.
Rental income from property is recognised in the income statement on a straight-line basis over the term of
the lease. Lease incentives granted are recognised as an integral part of the total rental income.

Interest income is recognized in the income statement as it accrues, taking into account the effective yield.

4.5. Lease payments

Payments on operating lease agreements are recognised as an expense on a straight-line basis over the lease
term. Associated costs, such as maintenance and insurance, are expensed as incurred.

4.6. Operating expenses

Operating expenses are recognised in profit or loss upon utilisation of the service or at the date of their
origin.

4.7. Retirement benefit costs

The Company is required to pay defined employer contributions to the State in accordance with local
legislation. Pension costs are charged against profit in the period in which the contributions are payable.

4.8. Property, plant and equipment

Land and building held for use in production or administration are stated at revalued amounts. Revalued
amounts are fair market values determined in appraisals by external professional valuer on a periodic basis.

Any revaluation surplus is recognised in other comprehensive income and credited to the 'revaluation
reserve’. To the extent that any revaluation decrease or impairment loss has previously been recognised in
profit or loss, a revaluation increase is credited to profit or loss with the remaining part of the increase
recognised in other comprehensive income. Downward revaluations are recognised upon appraisal or
impairment testing, with the decrease being charged to other comprehensive income to the extent of any
revaluation surplus in equity relating to this asset and any remaining decrease recognised in profit or loss.
Any revaluation surplus remaining in equity on disposal of the asset is transferred to retained earnings.

Items of plant and equipment comprising furniture and fittings, plant and equipment, are initially recognised
at acquisition cost. Subsequently they are carried at acquisition cost less subsequent depreciation and
impairment losses.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-
constructed assets includes the cost of materials and direct labour, any other costs directly attributable to
bringing the asset to a working condition for its intended use, and the costs of dismantling and removing the
items and restoring the site on which they are located. Borrowing costs related to the acquisition or
construction of qualifying assets are capitalised as part of the cost of such assets.

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in the
specific asset to which it relates.
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4. Summary of accounting policies — continued

4.8. Property, plant and equipment — continued

Depreciation is recognised on a straight-line basis to write down the cost or valuation of assets less estimated
residual value over their estimated useful lives. The periods generally applicable are:

Years
- Frechold buildings 50
- Hotel plant and equipment 3-15
- Furniture, fixture and fittings 3-10
- Motor vehicles 5

As no finite useful life for frechold land can be determined, related carrying amounts are not depreciated.

Gains or losses arising on the disposal of property, plant and equipment are determined as the difference
between the disposal proceeds and the carrying amount of the assets and are recognised in profit or loss for
the year. When revalued assets are sold, the amounts included in the revaluation surplus reserve are
transferred to retained earnings.

When the use of a property changes from owner-occupied to investment property, the property is re-
measured to fair value and reclassified as investment property. Any gain arising on re-measurement is
recognised directly in equity. Any loss is recognised immediately in profit or loss. However, to the extent the
amount is included in the revaluation surplus for that property the decrease is recognised in other
comprehensive income and reduces the revaluation surplus within the equity.

4.9. Impairment testing of goodwill, other intangible assets and property, plant and
equipment

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are largely
independent cash inflows (cash-generating units). As a result, some assets are tested individually for
impairment and some are tested at cash-generating unit level. Goodwill is allocated to those cash-generating
units that are expected to benefit from the said goodwill and represent the lowest level within the Company
at which management monitors goodwill.

Cash-generating units to which goodwill has been allocated are tested for impairment at least annually. All
other individual assets or cash-generating units are tested for impairment whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable.

An impairment loss is recognised for the amount by which the asset's or cash-generating unit's carrying
amount exceeds its recoverable amount. Cash flows and discount factors are determined individually for
each cash-generating unit and reflect their respective risk profiles.

Impairment losses for cash-generating units reduce first the carrying amount of any goodwill allocated to
that cash-generating unit. Any remaining impairment loss is charged pro rata to the other assets in the cash-
generating unit. With the exception of goodwill, all assets are subsequently reassessed for indications that an
impairment loss previously recognised may no longer exist. An impairment charge is reversed if the cash-
generating unit’s recoverable amount exceeds its carrying amount.
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4. Summary of accounting policies — continned
4.10. Financial instruments

Financial assets and financial liabilities are recognised when the Company becomes a party to the contractual
provisions of the financial instrument.

Financial assets are derecognised when the contractual rights to the cash flows from the financial asset
expire, or when the financial asset and all substantial risks and rewards are transferred.

A financial liability is derecognised when it is extinguished, discharged, cancelled or expires.

Financial assets and financial liabilities are measured initially at fair value plus transactions costs, except for
financial assets and financial liabilities carried at fair value through profit or loss, which are measured initially
at fair value.

Financial liabilities
The Company’s financial liabilities include borrowings, trade and other payables and derivative financial
instruments.

All derivative financial instruments that are not designated and effective as hedging instruments are
accounted for at fair value through profit or loss.

All interest-related charges and, if applicable, changes in an instrument's fair value that are reported in profit
or loss are included within 'finance costs' or 'finance income".

4.11. Inventories

Inventories are stated at the lower of cost and net realisable value, Net realisable value is the estimated selling
price in the ordinary course of business less any applicable selling expenses.

The cost of inventories is based on the weighted average principle and includes expenditure incurred in
acquiring the inventories and bringing them to their existing location and condition.

4.12. Income taxes

Tax expense recognised in profit or loss comprise the sum of deferred tax and current tax not recognised
directly in equity.

Current income tax assets and/or liabilities comprise those obligations to, or claims from, fiscal authoritics
relating to the current or prior reporting periods, that are unpaid at the reporting date. Current tax is payable
on taxable profit, which differs from profit or loss in the financial statements. Calculation of current tax is
based on tax rates and tax laws that have been enacted or substantively enacted by the end of the reporting
period and any adjustment to tax payable in respect of previous years.

Deferred income taxes are calculated using the liability method on temporary differences between the
carrying amounts of assets and liabilities and their tax bases. However, deferred tax is not provided on the
initial recognition of goodwill, or on the initial recognition of an asset or liability unless the related
transaction is a business combination or affects tax or accounting profit.

Deferred tax assets and liabilities are calculated, without discounting, at tax rates that are expected to apply to
their respective period of realisation, provided they are enacted or substantively enacted by the end of the
reporting period. Deferred tax liabilities are always provided for in full.
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4. Summary of accounting policies — continmed
4.12. Income taxes — continued

Deferred tax assets are recognised to the extent that it is probable that they will be able to be utilised against
future taxable income. Deferred tax assets are reviewed at each reporting date and are reduced to the extent
that it is no longer probable that the related tax benefit will be realised.

Deferred tax assets and liabilities are offset only when the Company has a right and intention to set off
current tax assets and liabilities from the same taxation authority.

Changes in deferred tax assets or liabilities are recognised as a component of tax income or expense in profit
or loss, except where they relate to items that are recognised in other comprehensive income (such as the
revaluation of land), in which case the related deferred tax is also recognised in other comprehensive income.

4.13. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and demand deposits, together with other short-term,
highly liquid investments that are readily convertible into known amounts of cash and which are subject to
an insignificant risk of changes in value.

4.14. Equity and resetves

Shate capital represents the nominal value of shares that have been issued.

When share capital recognised as equity is purchased, the amount of the consideration paid, which includes
directly attributable costs, is net of any tax effects, and is recognised as a deduction from equity. Repurchased
shares are classified as treasury shares and are presented as a deduction from total equity. When treasury
shares are sold or reissued subsequently, the amount received is recognised as an increase in equity, and the
resulting surplus or deficit on the transaction is transferred to/from retained earnings.

The revaluation reserve within equity comprises gains and losses due to the revaluation of propetty, plant
and equipment. Retained earnings include all current and prior period losses and retained profits.

4.15. Provisions, contingent liabilities and contingent assets

Provisions are recognised when present obligations as a result of a past event will probably lead to an
outflow of economic resources from the Company and amounts can be estimated reliably. Timing or
amount of the outflow may still be uncertain. A present obligation arises from the presence of a legal or
constructive commitment that has resulted from past events. Restructuring provisions are recognised only if
a detailed formal plan for the restructuring has been developed and implemented, or management has at least
announced the plan's main features to those affected by it. Provisions are not recognised for future operating
losses. Provisions are measured at the estimated expenditure required to settle the present obligation, based
on the most reliable evidence available at the reporting date, including the risks and uncertainties associated
with the present obligation. Where there are a number of similar obligations, the likelihood that an outflow
will be required in settlement is determined by considering the class of obligations as a whole. Provisions are
discounted to their present values, where the time value of money is material.

Any reimbursement that the Company can be virtually certain to collect from a third party with respect to
the obligation is recognised as a separate asset. However, this asset may not exceed the amount of the related
provision. All provisions are reviewed at each reporting date and adjusted to reflect the current best estimate.
In those cases where the possible outflow of economic resources as a result of present obligations is
considered improbable or remote, no liability is recognised, unless it was assumed in the course of a business
combination. In a business combination contingent liability are recognised in the course of the allocation of
the purchase price to the assets and liabilities acquired in the business combination. They are subsequently
measured at the higher amount of a comparable provision as described above and the amount initially
recognised, less any amortisation.
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Possible inflows of economic benefits to the Company that do not yet meet the recognition criteria of an
asset are considered contingent assets.

5.  Critical accounting estimates and judgements

Management makes estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal actual results. The estimates, assumptions and management judgements that
have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year.

The fair value of property, plant and equipment and investment properties is determined by using valuation
techniques. Further details of the judgements and assumption made are disclosed in Note 11.

This note highlights information about the fair value estimation of land and buildings and investment
property, together with a sensitivity analysis of the effects of shifts in unobservable inputs used in
determining these fair values.

In the opinion of the directors, the accounting estimates and judgements made in the course of prepating
these financial statements are, with the exception of the fair valuation of property, not difficult, subjective or
complex to a degree which would warrant their description as critical in terms of the requirements of IAS 1.

6. Revenue
2017 2016
€000 €000
Accommodation 17,702 16,197
Food and beverages 6,719 5,622
Other hotel revenue 1,620 1,840
26,041 23,659

7.  Results from operating activities

Results from operating activities are after the following charges:

2017 2016

€000 €000

Operating lease costs 11 13
Depreciation of property, plant and equipment (Note 11) 1,465 1,897
Auditors’ remuneration 31 25
8. Personnel expenses

2017 2016

€000 €'000

Wages and salaries 3,377 2,904
Casual workforce 1,464 1,121
Payroll related taxes 725 741
Other payroll related expenses 504 530

6,070 5,296







