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Project Brief A Scottish Country House Hotel May 2011

BES Ref.: BH/298/045

Summary

An opportunity has arisen to take a significant share in a Luxury Hotel located in the beautiful border
country of Scotland. Situated on the banks of a
renowned salmon and trout fishing river, with
several well known ‘hunting Estates’ within a short
drive the Hotel is ideally located for those looking
for a sporting vacation. It is also an excellent stop
over for those travelling from England to more
northerly parts of Scotland.

To date the owners have concentrated on bringing
the dining facilities and reception up to tip-top
standards and generally restoring the reputation of
the Hotel. Having gained a Michelin Star at their
previous business, the owners are hoping to gain
the same accolade within the next year. Now they
wish to make significant changes and
improvements to the bedrooms to bring them up to
the same superb standard as the restaurant and
reception areas. This will enable them to attract
visitors from a higher socio-economic group and to generally charge higher prices for the rooms and
services.

Our clients have, to date, invested £250,000 of their own funds into improving the facilities. They are
now seeking an investment of £350k (over 18 months) to complete the necessary improvements,
offering an opportunity to take a stake of up to 45% in a Scottish hotel and restaurant business of the
very highest quality. An exit is envisaged in 3 to 5 years either by trade sale or buy-back.

The Client

Set in its own two acre secluded gardens on the banks of one of Scotland's great salmon rivers with
extensive views across Scotland's Southern Upland Way, this Hotel is superbly located for a weekend
get away or for ‘country pursuits’ vacations. It is also ideally situated for those looking to break a long
journey to or from the north of Scotland. There are nine bedrooms within the hotel, and three self
catering cottages within the grounds.

The proprietors (husband & wife), both work full time in the business alongside a General Manager
and Chef, together with the usual front of house and housekeeping staff. The Hotel also offers the
services of two highly experienced local Gillies.

Our clients acquired the Hotel 3 years ago. Prior to the move back to Scotland, one of the owners ran
his own business offering consultancy services to the hotel and catering industry. Clients included
Marks and Spencer, the NHS, Anton Mosimann'’s club at the Belfry and many others.
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Between them the owners have 85 years combined experience at the top flight of the catering industry
having worked in 5 star hotels and resorts around Europe. They have also owned two restaurants and
have been partners in two others. Their restaurant in Canterbury was awarded a coveted Michelin star
and it is this standard of fine dining that they aspire to at the present Hotel. One of our clients has also
written three best selling books and there is a plan to write a further book in the next two years to
further enhance the hotels reputation.

Currently one of the owners is on the Board of Destination Dumfries & Galloway, this is a destination
management organisation an organisation funded by government and local businesses whose aim is
to improve awareness and tourism visitor numbers for Dumfries & Galloway.

The Business

The Hotel was built in the 16™ Century and originally served as the rectory to the local church. The

Hotel sits alongside the River in 2 acres of attractive gardens on the edge of the Lowther and

Queensberry Hills, north of Dumfries and
southwest of Ayr, within 2 hours drive of
Glasgow and Edinburgh. The Hotel is
perfectly placed to attract quality business
from a wide area as Newcastle, Manchester,
Leeds, Carlisle and many other cities in the
North of England are within only a few hours
drive.

They currently attract a good trade from the

North East of England and are marketing to

Scotland as well as the rest of the UK and
Europe to improve footfall.

The Hotel currently has 7 double and 2 single rooms plus 3 self-catering lodges.

The Hotel offers fine dining, private functions (including weddings), business meeting packages, hosts
a monthly Michelin starred cookery school and is well situated to visit many local attractions including
Drumlanrig Castle and Dumfries House recently renovated by Prince Charles.

Sports enthusiasts are also well catered for with opportunities for fishing, shooting, mountain biking
and walking in this beautiful part of the country.

In the 3 years that our clients have been at the Hotel they have received numerous awards including:

» Chef's Gold Medal for Culinary Excellence Scottish Foods Awards
* Runner up Scottish Restaurant Awards for Chef of the Year 2010
* Runner up Scottish Restaurant Awards Hotel Restaurant of the Year 2010

They have also been featured in a new book ‘Relish Scotland’ published in October 2010.
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The Market

Dumfries and Galloway are becoming increasingly popular with tourists and the Owners wish to build
on this opportunity and transform the Hotel into a
destination venue. The proprietors also understand that P
better quality rooms will attract more shooting related
business.

The competition is limited in terms of other local places
to stay. The closest hotel is situated some 14 miles
away. This facility has been operating for 10 years and
enjoys high occupancy rates despite being smaller and
less luxurious compared to our clients fully refurbished
Hotel. Their food is also well below the standard offered
by our clients. The nearest hotel that has similar food
and the same quality rooms, as our clients are planning
for, is some 120 miles distant. It is busy all year round
and charges far more than our clients are planning to once
refurbishment is completed.

Our clients have informed us that they currently have confirmed forward bookings of 754 bed-nights,
estimated value to the business c. £80,000.

Future Plans

Following a strategic review the Owners have concluded that the accommodation now needs to be
upgraded to reflect the quality expected of a destination hotel with Michelin Star aspirations. Plans
have been drawn up and approved to reduce the existing 9 bedrooms to 6, making each one larger
with luxury bathrooms in line with a top quality country house hotel whilst turning the 3 self catering
cottages into hotel suites. Plans and interior design have been completed and application has been
made and warranties approved and a builder has been appointed and is ready to start.

Financials
The business was purchased in September 2007 with a Bank mortgage of £550K.

The Owners have already invested in excess of £250k in the business and will be retaining this
investment in the Hotel alongside the new investors. They currently have a business loan on the
property of £506k.

Prior to acquisition the business was turning over some £210,000 and in its first full year of trading
(pre recession) it took £256,000. In the current year t/o is forecast to be £323,000.

The proposed refurbishments, alongside the existing fine dining experience, will enable the Hotel to
increase both its occupancy levels and room rates. In addition the improved rooms will attract a better
spending clientele and more shooting related guests during the shoulder months of the year.

Once the refurbishment is completed turnover is expected to increase from its present level of
£323,000 to approximately £794,000 by 2015/6 with an EBITDA in the region of £240,000.
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5 year revenue/cost forecast

Totals £000’'s (Ai:?&il) 2012 2013 | 2014 | 2015 2016
Revenue 232 323 475 574 658 795
Cost of Sales 162 176 222 264 296 358
G.P. 70 147 253 310 362 437
O’heads 92 144 213 208 192 194
EBITDA 22 3 40 102 170 243
Capex - 365 10 - - -

Notes: (i) Year end 31 March
(ii) Capex = Refurbishment costs

The owners have been advised that they should be eligible for Business Gateway matched funding,
thereby potentially reducing the borrowing requirement to £175,000.

Detailed forecasts are available to interested investors on request.

The Investment Opportunity

The proprietor’s investment noted above has in part been used to fund the refurbishment of the
restaurant, entrance hall and stairs thereby improving the public areas and enhancing the Hotel
ambience.

The Partnership has recently been incorporated into a new trading company, and a 45% stake in the
Limited Company is being offered in return for a £350k investment.

Exit route

The Hotel is projecting cash balances of around £500k at the end of the 2014 trading year thereby
enabling the investors to be repaid within a 4 year time frame. Alternatively, if at that time all of the
shareholders were seeking an exit then a conservative valuation would be £1.39m based on twice
turnover enabling the investors to almost double their £350k investment.

For further information please contact:
Peter Douglas Phone: 01327 349779 Mobile 07770 866955 or e-mail to peter@bufinserv.co.uk
Or Lynn Cowley, Mobile 07935 102445, e-mail lynn@bufinserv.co.uk
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