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NOTICE OF MEETING

Notice is hereby given that the Eighty Seventh Annual General Meeting of the Members of Sefton Group plc will be held at the Sefton 
Hotel, Douglas on 31 August 2011 at 12 noon for the following purposes

1. To receive and adopt the Directors� and Auditors� Reports and the Statement of Accounts for the year ended 31 December 
2010.

2. To re-elect directors:

 (i) To re-elect Sir M R Walker as a director of the Company;

 (ii) To re-elect Mr D M Lewin as a director of the Company;

 (iii) To re-elect Mr D Woodiwiss as a director of the Company

3. To elect Mr R Hill as a director of the Company.

4. To determine the remuneration of the directors for the coming year.

5. To transact any other business that may be lawful at such a meeting.

By order of the Board

J L M Quinn
Secretary
Sefton Group plc, Douglas, Isle of Man
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Dear Shareholder

In my statement last year I emphasised the necessity 
of refocusing Sefton Group back toward its core 
competencies, and the challenges likely to face us in this 
process. Twelve months on I can report signi� cant progress 
in our �back to basics� strategy albeit with some unavoidable 
costs to the Group in the intervening period.

Financial Results

Our overall results for the � nancial year have been adversely 
affected by one-off factors with post-tax losses totalling 
£7.76m. Consequently there is no recommendation of a 
dividend from your Board. 

Trading Pro� ts from continuing operations were close to 
those achieved in the prior year (£3.72m v £4.07m) and 
would have matched 2009 other than for the estimated 
£0.3m of losses caused by the Icelandic ash cloud in April 
and the severe winter weather late in the year.  The overall 
reported losses in 2010 arise from £8.36m of provisions 
directly or indirectly related to the refocusing of the Group. 
They can be broadly split into the write-down of non-
core assets and investments, charges related to the exit of 
non-core businesses and a change in accounting policy in 
respect of the Group�s interest-rate swaps.

Write-down of property values

Your Board has decided to reduce the carrying value 
of three non-core properties that are providing little or 
no � nancial return to the Group. 

Paramount night club ceased operations during the  
year and its holding value has been reduced to exclude 
operating premium. Our Middlemarch car park site and 
Castle Mona Hotel have also been reduced in value to 
re� ect their current lack of commercial return.

Our medium-term strategy (as outlined below) is likely 
to require either Middlemarch or Castle Mona as part 
of a new hotel and leisure development. However, 
regardless of which is chosen, our strategy will involve 
selling and leasing back the property concerned, so a 
write down now has the potential bene� t of reducing 
overall development costs thereby reducing our future 
rental costs.

Investment in MBL Group Plc

In Januar y 2010 your Group acquired a 14% 
stake in MBL Group Plc, one of the UK�s leading 
distributors of CDs and DVDs, by way of a share for

share exchange with one of that company�s largest 
shareholders. 

The deal was promoted by our previous Chairman 
and Chief Executive but the dependence of MBL on 
one major customer raised concerns with our new 
management and prompted them to recommend 
disposal. Share sales started in July 2010 and continued 
for ten weeks generating cash of £0.42m. However 
liquidity in MBL shares is limited and the � rst of a series 
of pro� ts warnings in October 2010 followed by the 
loss of their predominant contract in March 2011 
deprived us of the ability to continue selling. As I write 
MBL is repositioning itself with a smaller workforce 
and cost base to its pre-2008 niche as a specialist in 
�campaign� (non-chart) CDs and DVDs. 

Our investment in MBL has been written down by 
approximately 75% and we now await news from 
the Company as to the results of their restructuring 
and their prospects going forward.   At this time there 
is material uncer tainty as to the outcome of the 
restructuring, and future write-offs cannot therefore 
be ruled out.

Your Board has engaged legal counsel to advise the 
Group on a number of governance issues that may 
have directly led to MBL�s share value being signi� cantly 
eroded. Legal action against MBL or its directors may 
follow from this process.

Discontinued operations

In May 2010 we took the decision to exit the 
construction sector by contracting to sell the 
tangible assets of Parkinson Limited. Within our 
ownership Parkinson has one remaining contract 
to complete (publicly-owned housing at Janet�s 
Corner, Castletown) and our involvement will
continue in a project management capacity until the
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end of this contract in early 2013. No new contracts are 
being taken on and the larger part of the Janet�s Corner 
work has been sub-contracted out. This arrangement 
has achieved our aim of insulating the Group from 
future material risk. The sale process has crystallised 
losses through asset sales, contract provisions, 
redundancy costs and impairment of goodwill, all of 
which have been provided for in the 2010 results. 

In addition your Group has closed �Paramount 
City� and thereby exited the stand-alone night-club 
market to focus on development of its more diverse 
entertainment offering at the Palace Hotel & Casino.  
As detailed above, this has led to a write down in the 
carrying value of the Paramount property.

Balance Sheet recognition of interest-rate swaps

Your Board has elected to change the Group�s 
accounting policy to recognise prospective liabilities on 
our interest-rate swaps. These swaps (or �hedges�) are 
contracts to � x interest rates over a pre-determined 
timeframe. They limit the overall amount of interest to 
be paid if base rates rise but conversely they largely 
remove the bene� ts derived from falling base rates. 

Most of the Group�s swaps were incepted in 2007 or 
2008 as part of our banking facilities and when base 
rates were 5% or more. With rates having fallen to 0.5% 
as a result of the UK recession, the interest that we pay 
on the swaps is considerably higher than would be the 
case if we entered into an equivalent contract today. 
The liability that we are now recognising by restating 
the 2009 accounts is the cost that would have arisen if 
we had cancelled the existing swaps prior to that year. 
Subsequent changes to the liability in 2009 and 2010 
re� ect movements in rate expectations as economic 
circumstances changed.

Your Board has decided to change the accounting 
policy to recognise the swap liabilities because (a) it 
has become clear that interest rates are likely to remain 
low for a considerable time and (b) our �back to basics� 
strategy involves selling many of the swap-protected 
assets in the medium term so there is a greater 
likelihood that some of the swap losses will crystallise.

On present base-rate forecasts, and taking into account 
the reducing term of the swaps, we expect the liability 
to start falling over the next twelve months so it is likely, 
but not certain, that we will see a net bene� t reported 
in future accounting periods.

I realise that the write-offs and the absence of a dividend 
will not be welcome news but I believe they are essential 
steps in refocusing the business and clearing the decks for 
the necessary sales of non-core elements of the Group. 

It must be borne in mind that the losses are provisions 
rather than cash outflows in the year so they have not 
adversely impacted on our current liquidity or future 
trading prospects.

De-gearing

Over the last twelve months management has negotiated 
renewals on all of the Group�s required banking facilities. 
This has been done to provide a stable platform from 
which to transition to our medium-term aim of substantially 
de-gearing the Group by a combination of asset sales and 
� nancial remodelling of core operations (as outlined in my 
comments on strategy below). As part of the renewals we 
have been able to favourably renegotiate some of our key 
covenants to better re� ect the new � nancial landscape.

During 2010 the Group reduced its net debt by £7.2m as 
a consequence of capital repayments, asset sales and the 
winding down of Parkinson�s construction contracts.  The 
sale of the former Post Of� ce building for £6m to Capital 
International Group was a signi� cant transaction, generating 
over £0.5m of pro� t, removing a non-performing asset and 
enabling substantial debt reduction.

The process has continued during 2011 with another 
£4.5m reduction, principally via a sale and leaseback of 
the upper-level land at the Palace site. The deal, which was 
facilitated with the help of two key Sefton shareholders 
provides for leaseback to Sefton at favourable rates with 
Sefton having a buy-back option until 2015. A profit of 
approximately £2m was realised on the deal and the cash 
generated has cleared the loan on the Palace Cinema as 
well as reducing debt on the Palace Hotel and improving 
trading cash.

Almost £42 million of your Group�s debt lies in the 
commercial property portfolio. The portfolio has provided 
a reliable income stream but the assets concerned cannot 
generate the levels of shareholder return that we can 
achieve from our hotel and leisure assets. The development 
of new facilities for our core hospitality businesses is 
therefore the priority and we will be looking to sell down 
our investment properties over the medium term to 
provide the financial capacity required. We believe the 
property portfolio is an attractive proposition to investors 
looking for long-term secure returns and initial interest has 
been strong despite the fact that active marketing has only 
just commenced.

Your Group currently owns a number of assets which 
produce little or no � nancial return and which, in a number 
of cases, have to be subsidised from our core trading 
income. Our aim is to dispose of these non-performing 
assets as market conditions allow and to use any cash 
generated to pay down Group debt and improve the hotel 
and leisure businesses.
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Strategy

Our core strategy, as touched upon above, is to focus in the 
medium term on our hotel and leisure business, and the 
cornerstone project within the strategy is the replacement 
of the existing Palace Hotel & Casino with a new hotel, 
casino and family leisure complex. 

Rather than perpetuating the Group�s reliance on bank debt 
to construct the new complex we are planning to migrate 
from our current �owner-occupier� status to become a 
tenant in a new development built to our speci� cations. 
The bene� ts of this change are twofold � � rstly we avoid 
tying up large amounts of equity in assets we don�t need to 
own, thereby releasing cash for development of the trade 
and, secondly, we are not dependant on the sale of existing 
assets to fund the � rst stage of the new facilities and so 
can progress the project more quickly. This tenant-owner 
model is now common in the hotel and leisure sector and 
� ts well with your Group�s aim to modernise whilst at the 
same time reducing its dependence on bank debt.

The favoured location for the complex is our Middlemarch 
site in Douglas town centre. There are however a number 
of obstacles to overcome in moving off the existing Palace 
site and consequently we have developed a back-up option 
for carrying out the development close to the existing 
hotel. In either case the � rst stage of the project would 
cover the leisure elements with the new hotel following 
on at a later date. Both locations lend themselves well to 
redevelopment and we will be making a � nal decision in 
the autumn after completing discussions with prospective 
developers, Government and other interested parties.

The Government�s current aim of seeking to attract a 
second casino operator is potentially an impediment to our 
redevelopment plans as the Isle of Man market is simply not 
big enough to sustain two casinos. The UK gaming sector 
works on a population of approximately 400,000 per 
casino and, even allowing for our visitor traf� c, there is no 
UK equivalent of two casinos co-existing with a catchment 
population as low as the Isle of Man�s. The added condition 
put forward by Government that the granting of a second 
licence should not impact detrimentally on the current 
licence holder is unrealistic. The market is both small and 
mature, with 45 years of casino operation, and there is no 
reason to believe that a wholly new market would emerge 
if a second licence was granted.

As far as we are aware Government has not yet carried out 
an economic impact study on its proposal and at this stage 
is simply assessing potential interest. We believe that an 
economic study is an essential element of this exercise and 
are urging Government to make this part of their process.

If the uncertainty surrounding the second licence can be 
overcome and we are able to proceed we would ideally 
like existing Sefton shareholders and other members of 

the Manx public to have the opportunity to invest in the 
new facilities in which the Group will be the �anchor� tenant. 
Whether this can be achieved will depend on the views of 
the chosen developer and the degree of local interest but 
we will aim to make the option available if there is interest 
on both sides.

Current trading

Trading conditions within the Isle of Man hospitality sector 
as a whole are challenging. Lower visitor numbers and 
reductions in the disposable income of Island residents 
mean that we now have to work harder to win a bigger 
proportion of a smaller overall market.

Sefton Hotel has performed well throughout the year to 
date and forward bookings suggest that it will continue 
to meet or beat budget for the latter part of the year. 
Palace Hotel & Casino has however had a more dif� cult 
time as it moved from a fully-supported Hilton brand to 
an independent operation with stand-alone marketing 
and reservations functions. The process was not helped 
by Hilton instructing their worldwide call-centres in 
September 2010 that the hotel was �not available beyond 
November 2010� and ignoring our request for a transitional 
referral system.

Whilst de-branding has achieved significant  ongoing 
synergies and cost savings, the immediate and associated 
need to rebuild our marketing, booking channels and 
website presence undoubtedly held us back in late 2010 
and early 2011.  However these issues are now fully 
resolved and we expect stronger performance from the 
latter part of 2011 onward.

We will be introducing a number of improvements to 
our customer offering at Palace aimed at re-establishing 
the complex as a � rst choice entertainment venue and 
replicating the fun and excitement of its heyday. We aim 
to have the improvements in place before the start of the 
2012 season and I will write to shareholders nearer the 
time with more details.

As well as seeking to enhance our revenues with 
improved marketing and better customer offerings we 
are also tackling the cost base of the business, which had 
grown signi� cantly in prior years. In 2010 we instigated 
a programme to achieve annualised savings of £0.75m 
(excluding the cost savings from the Hilton de-branding) 
and have followed this up with another £0.20m in 2011. 
The full effect of these savings and the marketing and 
service initiatives we are planning will not fully impact until 
the second quarter of 2012 so this year will be transitional 
in nature with some cost savings but also some shortfalls 
in revenue resulting from the upheaval of the Hilton 
de-branding and the knock on effects into 2011 Palace 
bookings.
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Our commercial property portfolio continues to perform 
well with the current round of rent reviews now completed 
satisfactorily and a number of new tenants and lease 
renewals in the pipeline. Although it is our intention to 
sell the portfolio to focus more closely on our hotel and 
leisure activities it is nevertheless important to optimise 
the portfolio rent roll so as to ensure the best possible 
prices on disposal.

Board of Directors

The last twelve months has seen a change of Chairman, 
Chief Executive and Finance Director so I considered that 
continuity within the remainder of the Board was crucial. 
However the size and nature of your Board going forward 
needs to reflect the Group�s retrenchment into core 
activities and it is therefore my intention over the next 
year to restructure the Group and subsidiary boards with 
economy and ef� ciency in mind. I will write to shareholders 
once the process has started and explain in more detail the 
changes we will be making.

Regrettably your Board has had to instigate legal action 
against its former Chairman and Chief Executive, Mr Lacey, 
for the recovery of an amount owed to your Group by him. 
We have recently obtained judgement on the debt and 
have now commenced recovery proceedings. Based on the 
advice of our auditors we have made provision against the 
debt; however I can assure shareholders that this in no way 
compromises our intention of vigorously pursuing recovery.

Conclusion

It is clear with hindsight that Sefton Group has lost some 
of its cohesion over recent years and must now refocus on 

its core strengths. Several acquisitions in the early part of 
the Group�s expansion were necessary to widen income 
streams and reduce risk. However the property and other 
non-core acquisitions in 2008/9 have proved less bene� cial, 
particularly in light of the banking crisis that emerged at 
around the same time and which subsequently put an end 
to the era of high gearing and low-margin debt.

Last year I concluded my statement by saying that your 
Group had some exciting opportunities as well as a 
number of challenges to face, and I believe this is still the 
case. Some of the immediate challenges are now behind us, 
including the renegotiation of our key banking facilities, but 
there are more to be faced, in particular the imperatives of 
completing the refocus into core activities and increasing 
our underlying pro� tability. However we have made good 
progress in the planning of our future strategy and we will 
be working hard over the coming year to bring the plans 
to fruition.

Finally, I would like to thank my fellow Board members 
and the management and staff of Sefton Group for their 
help and support during my � rst year as Chairman. We 
are above-all a �people business� and the hard work and 
dedication of our workforce, which is evident throughout 
our operations, convinces me that we are well placed to 
succeed in our future ambitions for the Group.

Sir Miles Walker

Chairman
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Sefton Group plc � Board of Directors
Back row:  D Woodiwiss, C D Parrish, D M Lewin, A Brockhouse, R Hill, J L M Quinn (Company Secretary)
Front row: S G Alder, Sir M R Walker, T J Williamson, N B Martin
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Sefton Group attends Ireland�s largest travel show

Long serving staff honoured

Sefton Suites

Palace Casino

Palace Cinema
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Sir Norman�s

The Sefton Atrium

The Gallery Restaurant Atlantis Restaurant
































































































