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Directors’ report

The directors present their report together with the audited financial statements of IHI Magyarorszag Zirt.
(the ‘Company’) for the year ended 31 December 2018,

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 111-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 THI plc, 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 €4.644 million (2017: €4.959 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 10 May 2019 and signed on its behalf by:

Prank Xerri de Caro
Chairperson

Joseph Galea
Director

Erzsébet krt 43-49
1073 Budapest

Hungary



™

pwc

Independent auditor’s report
To the Shareholders of IHI Magyarorszag Zrt.

Report on the audit of the financial statements

Our opinion
In our opinion:

o IHI Magyarorszag Zrt’s financial statements give a true and fair view of the company’s financial position as
at 31 December 2018, 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 32, comprise:

o the statement of comprehensive income for the year ended 31 December 2018;
o 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

e 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 these Codes.
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Independent auditor’s report - continued

To the Shareholders of THI 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.

Responsibilities 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.
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Independent auditor’s report - continued

To the Shareholders of IHI 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:

e 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.

e 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.

s 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

Simdn
Partner

10 May 2019
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Statement of comprehensive income

2018 2017
Notes €000 €000
Revenue 6 26,360 26,041
Direct costs (13,008) (12,199)
Gross profit 13,352 13,842
Marketing costs (1,624) (1,632)
Administrative expenses 4,221) (4,222)
Depreciation (1,432) (1,465)
Results from operating activities 7 6,075 6,523
Finance income 195 143
Finance costs (1,039 (1,049
Net finance costs 9 (844) (906)
Profit before tax 5,231 5,617
Tax expense 10 (587) (658)
Profit for the year — total comprehensive 4,644 4,959

income
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Statement of financial position

Notes
Assets
Non-current
Property, plant and equipment 11
Current
Inventories 12
Trade and other receivables 13
Cash and cash equivalents 14
Total assets
Equity
Called-up share capital 15
Capital reserve
Revaluation reserve 16
Retained earnings 17
Total equity
Liabilities
Non-current
Other loans 19
Deferred tax liabilities 20
Current
Other loans 19
Trade and other payables 21

Current taxation

Total liabilities

Total equity and liabilities

2018 2017
) €000
121,874 121,617
121,874 121,617
1,062 986
3,288 2,233
1,180 1,929
5,530 5,148
127,404 126,765
3,862 3,862
6,106 15,038
39,855 39,855
18,732 5,156
68,555 63,911
45,229 50,729
5,819 5,501
51,048 56,320
603 401
6,688 5,699
510 434
7,801 6,534
58,849 62,854
127,404 126,765

The financial statements on pages 6 to 32 were authorised for issue by the board of directors on 10 May

—

2019 and signed on ity/behalf by:

FrankXerri de Catro

Chairperson

foe00ul

Joseph Galea

Director
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11.  Property, plant and equipment — continued

11.3 Carrying amount of hotel property

Following adjustments the hotel property carrying amount to reflect the outcome of the fair valuation
process referred to above at each reporting period, the carrying amount of the hotel property is €121.874
million (2017: €121,617 million).

11.4 Historic cost of hotel property

The carrying amounts of the land and buildings that would have been included in these financial statements
had these assets been carried at cost less accumulated depreciation there on would be €73.997 million (2017:

€73.928 million).

11.5 Use as collateral

The hotel property is pledged as collateral against a bond issued by the parent company.

12. Inventories

2018 2017
€000 €000
Food and beverages 146 151
Cleaning materials and consumables 144 145
Stationery and promotional material 36 36
Utensils, crockery, cutlery, chinaware
and linen 736 654
1,062 986
13. Trade and other receivables
2018 2017
€000 €000
Trade receivables 2,305 1,835
Amounts owed to:
Group company 515 14
Other related companies 17 7
Other debtors 37 120
Financial assets 2,414 1,976
Advance payments to contractors for
capital expenditure 732 61
Prepayments 142 196

Total receivables - current 3,288 2,233
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13. Trade and other receivables — continned

Impairment losses

The ageing of trade receivables at the reporting date was:

Gross  Impaired

amount amount

2017 2017

€000 €000

Not past due 1,055 -
Past due 0-30 days 385 -
Past due 31-120 days 240 -
Past due 121-360 days 114 13
More than one year 108 54
1,902 67

The movement in the allowance for impairment in respect of trade receivables during the year was as
follows:

2017
€000

Balance at 1 January 67 163
Amounts written off - (107)
Impairment losses recognised 3 67
Impairment losses reversals (13) (56)
Balance at 31 December 57 67

The impairment loss at 31 December 2018 relates to specific provision for doubtful debtors that have been
overdue for more than one year. Such balances were unsecured.

The provision accounts in respect of trade receivables are used to record impairment losses unless the
Company deems that no recovery of the amount owing is possible; at that point, the amounts are considered
irrecoverable and are written off against the financial asset directy. The Company’s impairment model for
trade receivables is disclosed in note 25.1.

The carrying amount of trade and other receivables is considered to be a reasonable approximation of fair
value.

14. Cash and cash equivalents

Cash and cash equivalents include the following components:

2018 2017

€000 €000

Bank accounts 1,007 1,819
Cash in hand 173 110
Cash and bank balances 1,180 1,929

Cash and cash equivalents in the statement of cash flows 1,180 1,929
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15. Share capital

15.1 Authorised and issued share capital

Ordinary shares
of €1 each
2018 2017
€000 €000
On issue at 1 January (100,000 ordinary 3,862 3,862
shares)
On issue at 31 December - fully paid up
(100,000 ordinary shares) 3,862 3,862

15.2 Shareholders rights

Shareholders are entitled to vote at meetings of the shareholders of the Company on the basis of one vote
for each share held. They are entitled to receive dividends as declared from time to time. The shares in issue
shall, at all times, rank par’ passu with respect to any distribution whether of dividends or capital, in a winding
up or otherwise.

16. Revaluation reserve
There is no change in the revaluation reserve.

17. Retained earnings

On 31.12.2018 the Sharcholders resolved to transer €8,931,685 from the Company’s capital reserve to the
Company’s retained earnings, in order to restructure the Company’s equity in the Company’s stautory
accounts in hungarian florint. As a result of the transfer the amount of the capital reserve will be modified to
€6,1006,432 and the retained earnings to €14,087,582.

The gain for the year has been transferred to retained earnings as set out in the statement of changes in
equity for the year ended 31 December 2018. €4,644,460.

18. Capital management policies and procedures

The board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market
confidence and to sustain future development of the business. The boatd of directors monitors the return
on capital, which the Company defines as the profit for the year divided by total equity.

The board seeks to maintain a balance between the higher returns that might be possible with higher levels
of borrowings and the advantages and security afforded by a sound capital position. The Company seeks to
maximise the return on shareholders’ equity and to reduce the incidence of interest expense.

There were no changes in the Company’s approach to capital management during the year. The Company is
not subject to externally imposed capital requirements.
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19. Other loans
2018 2017
€000 €000
Amounts owed to:
Parent company (IHI PLC) 45,229 50,729
Group company 603 401
45,832 51,130
Non-current liabilities
Amounts owed to:
Parent company 45,229 50,729
45,229 50,729
Current liabilities
Amounts owed to:
Group company 603 401
603 401
The terms of the amounts owed to the related parties are as follows:
Terms
€000 Interest Repayable b Securi
IHI PLC 25,868 4% (2017: 0.25%) non-current None
IHI PLC 19,361 0% non-current None
Group company 603 6M EURIBOR + 1% current None
45,832
20. Deferred tax asset and liability
2018 2017
€000 €000
Excess of tax base over carrying
amount of tangible fixed assets (388) (192)
Tax effect on revaluation of land
and buildings (5,619) (5,619)
Provision for exchange differences 188 220
(5,819) (5,591)
The movement in the deferred tax
can be analysed as follows:
Recognised directly in other
comprehensive income
Deferred tax on revaluation of hotel
property carried our at year end - -
Recognised in profit or loss (229) (78)
(229) (78)
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21. 'Trade and other payables

2018 2017
€000 €000
Trade payables 805 884
Other payables
Parent company (IHI Plc) 1,826 892
Other related companies 13 16
Orther creditors 936 714
Accruals 2,033 2,066
Financial liabilities 5,613 4,572
Advance payments 1,075 1,127
Total payables - current 6,688 5,699
22. Cash flow adjustments
2018 2017
€000 €000
Adjustments:
Depreciation 1,432 1,465
Unrealized foreign exchange gain/loss net (73) 11
Finance cost-net 2. 3
1,361 1,479

22.1 Reconciliation of financial liabilities

Liabilities from financing activities
Other

financial
liabilities
€000

Asat 1 Jan 2018

- Principal (50,729) (50,729)
- Net (50,729) (50,729)
Cash flows 5,500 5,500
Other movements - -
As at 31 December 2018 (45,229) (45,229)
Comprising:

- Principal (45,229) (45,229)

- Accrued interest 5
As at 31 December 2018 (45,229) (45,229)
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23. Commitments

2018 2017
€000 €000

Capital expenditure
Contracted capital expenditure 2,574 196
Car lease 53 43
2,607 239

24. Related parties

The Company’s related parties include its associates, key management, fellow subsidiaries and sharcholders
of ultimate parent company. None of the transactions incorporates special terms and conditions and no
guarantees were given or received. Transactions with related companies are generally effected on a cost plus
basis or on the basis of pre agreed arrangements. Outstanding balances are usually settled by bank payment.
Amounts owed by/to related patties are shown separately in Notes 13, 19 and 21.

2018 2017
€000 €000
Revenue
Services rendered to
Ultimate parent company (5) (48)
Fellow subsidiaries (82) (40)
(87) (88)
Expenses
Charged by Corinthia Hotels Limited (CHL) 370 363
Charged by Corinthia group members 6 3
376 369
Marketing costs
Charged by CHL 344 354
Charged by Corinthia group members 40 54
384 408
Administrative expenses
Management fee charged by:
Parent company 260 258
CHL 1,238 1275
1,498 1,538
2,171 2,222
Financing
Interest payable — Parent company 1,035 1,035
Interest payable — Fellow subsidiaries 3 2
Interest receivable — Parent company (137) (137)

901 900




IHI Magyarorszag Zrt. 28
Report and financial statements
Year ended 31 December 2018

24. Related parties — continned
24.1 Transactions with key management personnel — continued

In addition to the remuneration paid to the directors, in the course of its operations, the Company has a
number of arrangements in place with its officers, executives and other related parties whereby concessions
are made available for hospitality services rendered to them according to accepted industry norms.

25. Risk management objectives and policies

The Company is exposed to various risks through its use of financial instruments. The main types of risks
are market risk, credit risk and liquidity risk, which result from both its operating and investing activities. The
Company’s risk management is coordinated at its head office, in close co-operation with the board of
directors and the audit committee and focuses on actively securing the Company's short to medium term
cash flows by minimising the exposure to financial markets. Long term financial investments are managed to
generarte lasting returns.

The board of directors has overall responsibility for the establishment and oversight of the Company’s risk
management frameworl.

The Company’s risk management policies are established to identify and analyse the risks faced by the
Company, to set appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditons and the
Company’s activities. The Company, through its training and management standards and procedures, aims to
develop a disciplined and constructive control environment in which all employees understand their roles
and obligations.

The audit committee oversees how management monitors compliance with the Company’s risk management
policies and procedures and reviews the adequacy of the risk management framework in relation to the risks
faced by the Company. The audit committee is assisted in its oversight role by internal audit. Internal audit
undertakes both regular and ad hoc reviews of risk management controls and procedures, the results of
which are reported to the audit committee.

The most significant financial risks to which the Company is exposed to are described below. See also 25.4
for a summary of the Company’s financial assets and liabilities by category.

25.1 Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument
fails to meet its contractual obligations, and arises principally from the Company’s receivables from
customers. The Company’s exposure to credit risk is limited to the carrying amount of financial assets
recognised at the balance sheet date, as summarised below:

2018 2017
€000 €000
Classes of financial assets — carrying
amounts
Trade and other receivables 2,414 1,976
Cash and cash equivalents 1,180 1,929
3,594 3,905

The maximum exposure to credit risk at the end of the reporting period in respect of financial assets
mentioned above is equivalent to their carrying amount as disclosed in the respective notes to the financial
statements. The Company does not hold any significant collateral in this respect.
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25. Risk management objectives and policies - continuned

25.1 Credit risk - continued

The Company has, over the years, conducted business with various corporates, tour operators and
individuals located in different jurisdictions and, due to the spread of the Company’s debtor base, there is no
concentration of credit risk.

The Company has a credit policy in place under which new customers are analysed individually for
creditworthiness before the Company’s standard payment and delivery terms and conditions are offered.
The Company’s review includes external ratings, where available, and in some cases bank references.
Customers that fail to meet the Company’s benchmark creditworthiness may only transact with the
Company only on a cash basis.

In monitoting customer credit risk, customers are individually assessed. Customers that are graded as “high
risk” are placed on a restricted customer list, and future sales are only made on a prepayment basis.

The Company does not ask for any collateral in respect of trade and other receivables. The Company
establishes an allowance for doubtful recoveries that represents its estimate of losses in respect of trade and
other receivables. See Note 13 for further information on impairment of financial assets that are past due.

(i2) Impairment of financial assels
The Company have three types of financial assets that are subject to the expected credir loss model:

e trade receivables and contract assets relating to the provision of services;

e other financial assets at amortised cost, comprising loans receivable from related parties and, in
the case of the Company, subsidiary undertakings; and

e cash and cash equivalents.

Trade recetvables and contract assets

The Company applies the IFRS 9 simplified approach to measuring expected credit losses which uses a
lifetime expected loss allowance for all trade receivables and contract assets.

To measure the expected credit losses, trade receivables and contract assets have been grouped based on
shared credit risk characteristics and the days past due. The Company has concluded that the expected loss
rates for trade receivables are a reasonable approximation of the loss rates for the contract assets since they
have substandally the same characteristics.

The expected loss rates are based on the payment profiles of sales over a period of 3 to 4 months before 31
December 2018 or 1 January 2018 respectively and the corresponding historical credit losses experienced
within this period. The historical loss rates are adjusted to reflect current and forward-looking information
on macroeconomic factors affecting the ability of the customers to settle the receivables.

Based on the assessment carried out in accordance with the above methodology the company concluded
trade receivables and contract assets are adequately provided for.



IHI Magyarorszag Zrt. 30
Report and financial statements
Year ennded 31 December 2018

25. Risk management objectives and policies - continned
25.2 Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due.
The Company’s approach to managing liquidity is to ensure, as far as possible, that it will always have
sufficient liquidity to meet its liabilities as they fall due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the Company’s reputation.

The Company actively manages its cash flow requirements. Typically, the Company ensures that it has
sufficient cash on demand to meet expected operational expenses for a period of 60 days, including the
servicing of financial obligations; this excludes the potential impact of extreme circumstances that cannor
reasonably be predicted, such as natural disasters.

At 31 December 2018, the Company has financial liabilities including estimated interest payments with
contractual maturities which are summarised below:

31 December 2018 Current Non-current
Within 6-12 More than
6 months months 2-5 years 5 years
€000 €000 €000 €000
Parent company loan - 1,035 4,139 50,404
Other interest bearing borrowings 603 - - -
Trade and other payables 5,613 - - -
6,216 - - 50,404

This compares to the maturity of the Company’s financial liabilities in the previous reporting period as
follows:

31 December 2017 Current Non-current
Within 6-12 More than
6 months months 2-5 years 5 years
€000 €000 €000 €000
Parent Company loan - 1,035 4,139 54,868
Other interest bearing borrowings 401 - - -
Trade and other payables 4,572 - - -
4,973 1,035 4,139 54,868

The above contractual marurities reflect the gross cash flows, which may differ from the carrying values of
the liabilities at the balance sheet date.

25.3 Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates and interest rates, will
affect the Company’s income or the value of its holdings of its financial instruments. The objective of
market risk management is to manage and control market risk exposures within acceptable parameters, while
optimising the return on risk.
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25. Risk management objectives and policies - continned
25.3 Market risk - continned
25.3.1 Foreign currency risk

The Company operates internadonally and is exposed to currency risk on sales and purchases that are
denominated in a currency other than its functional currency which is the euro. The cutrency giving rise to
the highest risk is the Hungarian Forint (HUF).

In respect of monetary assets and liabilities denominated in foreign currencies, the Company ensures that its
net exposure is kept to an acceptable level.

The company’s revenues, purchase and operating expenditure, financial assets and liabilities, are mainly
denominated in euro except for financial assets amounting to €556,092 and financial liabilities amounting to
€613,213 which are denominated in HUF.

At 31 December 2016, if the EUR had weakened/strengthened by 10% against the HUF with all other
variables held constant, post-tax profit for the year would have been €22,503 lower/€22,503 higher as a
result of foreign exchange losses/gains on translation of the EUR denominated borrowings.

25.4 Summary of financial assets and liabilities by category
The carrying amounts of the Company’s financial assets and liabilities as recognised at the balance sheet date

of the reporting petiods under review may also be categorised as follows. See Note 4.10 for explanations
about how the categoty of financial instruments affects their subsequent measurement.

Current assets
Financial assets at amortised cost

- Amounts due from related companies 52, 21
- Trade receivables 2,305 1,835
- Orther receivables 57 120
Cash and cash equivalents 1,181 1929

3,595 3,905

Non-current liabilities

Financial liabilities measured at amortised cost

- Parent company loan 45,229 50,729
45,229 50,729

Current liabilities
Financial liabilities measured at amortised cost

- Other interest bearing borrowings 603 401
- Trade payables 805 884
- Amounts due to related companies 1,839 908
- Other payables 936 714
- Accruals 2,032 2,066

6,215 4,973
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26 Parent company

The Company is a subsidiary of International Hotel Investments plc (IHI), the registered office of which is
situated at 22 Furopa Centre, Floriana Malta. The Company’s ultimate parent company is Corinthia Palace
Hotel Company Limited, the registered office of which is the same as that of THI.

The parent company prepares consolidated financial statements of which the Company forms part. These
financial statements are filed and are available for public inspection at the Registry of Companies in Malta.

27 Directors

The Company has three directors, who received total remuneration of €20,000 for the current period
compated to €22,500 the previous year.

28 Events after balance sheet date

No adjusting or significant non-adjusting events have occurred between the balance sheet date and the date
of authorisation by the board.

Approved by the Board of Directors on 10 May 2019 and signed on its behalf by:

-

/
FrankXerri de Caro

Chairperson

Joseph Galea
Director

Erzsébet krt 43-49
1073 Budapest
Hungary





