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Caparo Hotels Limited

‘Directors' Report for the Year Ended 31 December 2018

-The directors present their report and the audited financial statements for the year ended 31 December 2018.

Directors of the company A i !
The directors who held office during the year and to the date of this report were as follows

D P Dancaster
The Honourable Ambar Paul ' ]

Results
The principal activity of the company is the operation of, and trading in, hotel properties.

‘ The Profit and Loss account is set out on page 8 and shows a loss for the year of £394,762 (2017 - £423,443).

Fair review of the business : : '
The company owns and operates hotels in the UK. Caparo Hotels Limited made an operating loss for the year of
£394,762 (2017: £423,443)on a turnover of £1,356,528 (2017 £1, 771 ,152).

On 30 April 2018 Caparo Hotels Limited sold the business and assets of the Bignell Park Hotel, near Bicester,
for a net consideration 'of £1.3m. With the absence for much of the year of the Bignell Park Hotel, sales for
Caparo Hotels in 2018 were reduced against 2017. The company’s remaining hotel property, The Osborne
" Hotel, Torquay, managed to maintain room rates in line with 2017, but saw occupancy levels reduced from 65%
to 58% for the year, despite better weather, but against a backdrop of a substantial drop in visitors in the Torbay
area. However, the investment in 2017 in the creation of a dedicated function room saw an increase in revenue
from this area, and related food and beverage income. As a result, total income for the Osborne for 2018 was
similar to 2017, but with well controlled costs, operating losses were reduced. The hotel expects to see further
development of its function business in the future. The hotel also invested in a major refurbishment of its indoor -
swimming pool and changing rooms in 2018. The Group has continued with its programme of investment in
Caparo Hotels during 2019, wnh ongomg refurbishment of the Osborne’s rear-facmg bedrooms and bathrooms
-and communal areas.

" Performance of the company s hotel activities remains exposed to variations in the weather, the economic
climate, and local competltor activity.

Financial risk management policies and objectives

Objectives and policies

The company holds or issues financial instruments to finance its operations and enters into contracts to manage
risks arising from those operations and its sources of finance in accordance with its accounting policies.

Price risk, credit risk, liquidity risk and cash flow risk

Operations. and working capital requirements are financed by a mixture of the company’s.retained cash, and
short term-parent company and bank loans. The company enjoys the continued support of its parent and is not
reliant on external funding.
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Caparo Hotels Limited

P Directors' Report for the Year Ended 31 December 2018 (continued)

Going concern

The company made a loss in the year and has net current liabilities and a net liabilities position. The company is
dependent on the support of the parent company to continue as a going concern. The directors forecasts and
‘projections, taking account of reasonably possible future changes in trading performance, show that the parent
company should be able to operate within its current level of facilities and provide continued support to the
company for the next 12 months from the date of sign,off of these financial statements..

The financial statements have been prepared on a going concern basis.

Future developments
The directors expect the company to continue in the operation of, and trading in hotel properties during 2019,

While the timing and nature of the departme of the UK from the European Umon remains uncerstain, it is not
expected to have a material effect on the company. : .

Post bahmce sheet events
Subsequent to the year end, the company has continued to (rade normally during 2019. No material event has
occured that would require any of the balances in these financial statements to-be revised or restated.

Directors' liabilities :
The company has made quahfymg third party indemnity provisions for the beneﬁt of its directors which were
made during the year and remain in force at the date of this réport.

Disclosure of information to the auditor ' . '

Each director has taken steps that they ought to have taken .as a director in order to make themselves aware of
any relevant audit information and to establish that the company's auditor is aware of that information. The
directors confirm that there is no relevant information that they know of and of which they know the auditor are
unaware. The confirmation is given and should be inter pncted in accordance with the plowsnons of S148 of the
Compames Act 2006.

Reappointment of audltm
In accordance. with section 487 of the Companies Act 2006, a lesolutlon for the w-appomtment of Deloitte LLP
as auditor of the company is to be proposed at the forthcoming Annual General Meeting.

Small companies provision statement

In preparing the Directors’ Report, advantage has been taken of the small compames exemptions under the
- Companies Act 2006. As a result of the small compames exempuon, the company is not 1equnred to-prepare a
Strategic Repont , ‘

Approved and authorised for issue by order of the board of directors on ‘7,0/q/452 and signed on its behalf by

D P Dancaster
- Director
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; ! * ' Caparo Hotels Limited . \
'x ‘Statementof Directors' Responsibilities - .

The directors are responsible for preparing the Annual Report and the financial statements in accordance with
apphcable law and regulations. - - A
Company law requires the directors to prepare financial statements for each financial year. Under that law the
“directors’ have élected to prepare the financial statements in accordance with United Krngdom Generally -
Accepted Accounting Practice (United" Krngdom Accounting Standards and applicable law), including FRS 102
. “The Financial Reporting Standard applicable in the UK and Republic of Ireland”. Under company law the
directors must not approve the financial statements unless they are satisfied that they give a true and fair view of
the state’of affairs of the company and of the profit or loss of the company for that perrod In preparrng these
financial statements, the directors are required to:

* select suitable accounting policies and apply them consistently; !

. make judgements and accounting estimates that are reasonable and prudent; and -

. preparc the financial statements on the going concern basis unless it is 1nappropr1ate to presume that the
company w111 continue in business.  ° . i '

The directors are responsible for keeping adequate accountmg records that are sufficient to- show.and explam the
company's transactions and ‘disclose with reasonable accuracy at any time the financial position | of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responS|ble for safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detectlon of fraud and other irregularities.

1 2
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Caparo Hotels Limited

Independent Auditor's Report to the Members of Caparo Hotels Limited
: Report on the audit of the financnal statements

Opinion on the ﬁnanclal statements
In our opinion the financial statéments of Caparo Hotels Limited (‘the company"):

+ give a true and fair view of the state of the company's affairs as at 31 December 2018 and of its loss for the
year then ended; : '

* have been properly prepared in accordance with United Kingdom Generally Accepted Accountmg Practice
including Financial Reporting Standard 102 "The Financial Reportmg Standard applicable in the UK and
Republic of Ireland"; and

. have been prepared in accordance with theAreq'uire_ments of the Companies Act 2006.
We have audited the financial statéments which comprise:

. the profit and loss account; '

» the statement of comprehensive loss;

» the balance sheet;

+  the statement of changes in equity; and
» the related notes 1 to 22.

The financial reponing framework that has been applied in their preparation is applicable law and United
- Kingdom Accounting -Standards, including Financial Reporting Standard 102 "The Financial Reporting

Standard applicable in the UK and Repubhc of Ireland" (United ngdon Generally. Accepted Accountmg
- Practice). .

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs(UK)) and
applicable law. Our responsibilities under those standards are further described in the auditor's respons1b111t1es
for the aud1t of the financial statements section of our report.

We are independent of the company in accordance with the etlncal reqmrements that are relevant to our audlt of
the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audlt evidence we have obtained is
sufficient and appropriate to pr0v1de a basis for our opinion.

"Conclusions relating to going concern )
We are required.by ISAs (UK) to report in respect of the following matters where:

» the directors’ use of the going concern ba51s of accounting in preparatlon of the financial statements is
-not appropriate; or -

+ the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the ‘financial statements are

" authorised for issue.

We have nothing to report in respect of these matters.
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Caparo Hotels Limited

Independent Auditor's Report to the 'Membe'rs of Caparo Hotels Limited (continued)

Other information ) -

' The directors are responsible for the other information. The other information comprises the information
included in the annual report , other than the financial statements and our auditor’s report thereon. Our opinion
on the financial statements does not_cover the other information and, except to the extent otherwise explicitly.
stated in our report, we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other mformatlon 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 we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other mformatlon we are
required to report that fact. . K

We have nothing to report in respect of these matters.

Responsibilities of directors

As explained more fully in the Statement of Directors> Responsibilities, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary.to enable the preparation. of ﬁnanmal statements that are
free from matenal 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 elther intend to liquidate the company or to cease operations, or
have no realistic alternative but to do so.

Auditor's responsrbllltles 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 s a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) 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 1nﬂuence the economic decisions of users taken on the basis of these financial statements..

A further description of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at: www.frc.org.uk/auditorsresponsibilities. This descnptlon forms' part of our
auditor’s report.

‘Report on other legal and regulatory requirements

* Opinion on other matter prescribed by the Companies Act 2006
In our opinion,_based on the work undertaken in the course of the audit:

« the information given in the Directors’ Report for the financial year for which the financial statements are
prepared is consistent with the financial statements and .

« the Directors’ Report has been prepared in accordance with applicable legal requirements.

In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified any material misstatements in the Directors’ Report. :
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Caparo Hotels lelted

Independent Auditor's Report to the Members of Caparo Hotels L1m1ted (contmued)

Matters on which we are required to report by exception ‘
We have nothing to report in-respect of the following matters where the Compames Act 2006 requires us to
report to you if, in our opinion: : . ~

adequate accountmg records have not been kept or returns adequate for our audit have not been recelved
from branches not visited by us; or

- the financial statements are not in agreement with the accounting records and returns; or

certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit; or

the directors were not entitled to prepare the financial statements in accordance with the small companies
regime and take advantage of the small companies’ exemptions in preparing the dlI‘CCtOI‘S report and from’

the requirement to prepare a strategic report.

We have nothing to report in respect of these matters.

Use of our report .

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit 'work has been undertaken so that we might state to the company’s members
those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the company and the
company’s members as a body, for our audit work, for this report, or for the opinions we have formed. -

Joanna Waring (Senior Statutory Auditor)
For and on beha]f of Deloitte LLP, Statutory Auditor

‘

Nottingham
United Kingdom
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I : - Caparo Hotels Limifgd :

_ Profit and Loss Account for the Year Ended 31 December 2018 |

Tumover
Cost of sales
Gross profit '
Administrative expenses
(5ther operating income '

Operating loss
Interest payable and similar expenses

Loss before tax
.Taxation

Loss for the financial year -

Note
3

10

The above results were derived from continuing operations.

The notes on pages 12 to 25 form a

2017

n integral part of these financial statements.

Page 8

2018
£ | £
1356528 1,771,152
(229,710) (267,726)°

1,126,818 1,503,426
(1,663,539) i .'(2,161,.753)
130419 £ 141,048
(406;302)  (517,279)
(885) (4,564)
(407,187) . (521,843)
12,425 98,400

- (394,762) | (423,443)

1



Caparo Hotels Limited

’S'tat'ement of Comprehensive Loss for the Year Ended 31 December 2018_

K -2018 2017
. Note . - £ ‘ £

Loss for the year : (394,762) (423,443)
Surplus/(deficit) on revaluation of tanigible fixed assets S S 117,649 (27,970)
Deferred tax on.revaluation " (20,000) -
Deferred tax on disposal of assets 66,826 -

' : A C 164,475 '(27,970)
Total cbmprehensive; loss for the year (230,287) (451,413)

\

The notes on pgges112 to 25 form an integral part of these financial statements.

[

Page 9



i - Caparo Hotels Limited

! . (Registration number: 00149618)

Balance Sheet as at 31 December 2018 -

‘ Fixed assets
Tangible assets

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: Am.ounts‘fal]ing due within one year
'Net current liabilities

Total assets less current liabilities

Provisions for liabilities

Net liabilities

Capital and reserves
Called up share capital
Revaluation reserve

Profit and loss account

Total shareholders deﬁcit

Note

12

13

14

.15

10

19
19

19

2018 2017
£ £
1,917,405 3,163,904
16,286 25,512 -
152,489 511,106
40,353 1,253
209,128 537,871
(4,313,485) (5,599,189) - .
(4,104,357) (5,061,318)
(2,186,952) ~  (1,897,414)
(188,178) (247,429)
(2,375,130) (2,144,843)
17,056 17,056
1,068,135 1,296,756
(3,460,321) (3,458,655)
(2,375,130) (2,144;843)

These ﬁnanma] statemenls have been prepared in accoxdance with the special provisions- relatmg to companles

subject to the small compames regime wuthm Part 15 of the Companles Act 2006.

Approved and authorised by the Board on 30/‘7/") and signed on its behalf by:A.

.........................................

D P Dancaster

" Director

~ The notes on pages [2to0 25 form an integral part of these financial statements.
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Capai‘o Hotels Limited

Statement of Chahges in Equity for the Year Elided 31 December 2018

At 1 January 2018 -

Loss for the year

Other comprehensive income }

Surplﬁs/(deﬁcit) on revaluation of tangible fixed assets
‘Deferred tax on revaluation

Deferred tax on disposal of assets

Total comprehensive loss
Disposals of revalued assets )
Difference between actual and historic depreciation

.At 31 December 2018

At 1 January 2017
Loss for the year )
Other comprehensive loss

Total comprehensive loss
Difference between actual and historical depreciation

. At 31 December 2017

.

o Revaluation Profit and loss
Share capital reserve account Total
£ £ £ £
17,056 1,296,756 - (3,;158,655) .(2,144,843)
- : - (394,762)  (394,762)
- 117,649 - 117,649
- (20,000) - (20,000)
- 66,826 - 66,826
- 164,475 ‘ (394,762) (230,287)
- (383,561) 383,561 -
- (9,535) 9,535 -
T 17,056 1,068,135 (3,460321)  (2,375,130) °
Revaluation Retained
" " Share capital Teserve’ -earnings Total
£ ) £ £ £
17,056 1,327,133 (3,037,619) _ (1,693,430)
- - (423,443) ° ~  (423,443)
- (27,970) - - (27,970)
- (27,970) (423,443) (451,413)
- (2,407) 2,407 -
17,056 1,296,756 (3,458,655)  (2,144,843)

The notes on pages 12 to 25 form an integral part of these financial statements. -
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Caparo Hotels Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 !

1 General information

. The company is 1ncorporated registered and domiciled in England and Wales. It is a private company hmlted by
shares. i . . i

The principal activity is the operation of, and tradiﬁg in, hotel pfoperties.

The functional currency of the company is considered to be pounds Sterling because that is the primary
economic environment in which the company operates. I

The address of its reglstered office is:
Caparo House

103 Baker Street

London

WI1U 6LN

United Kingdom -

2 Accounting policies

Suimmary of significant accounting policies and key accounting estimates . i
-The principal accounting policies applied in the preparation of these -financial statements are set out below.
These policies have been consistently applied to all the years presented, unless otherwise stated.

Basis of accounting .
The financial statements have been prepared under the historic cost convention, modified -for fair value of
certain assets and in accordance with Financial Reporting Standard 102 (FRS 102) issued by the Financial
Reporting Council. = ' ) .

/
Summary of disclosure exemptions
Caparo Hotels Limited meets the definition of a quallfymg entity under FRS 102 and has therefore. taken
advantage of the disclosure exemptions available to it in respect of its separate financial statements. Exemptions
have been taken in relation to financial instruments, presentation of a cash flow statement and remuneration of
key management personnel. Exemption has also been taken under Section 33.1A of FRS 102 not to disclose
related party transactions between the company, its parent company and all wholly owned subsidiaries.
Going concern ‘
The company made a loss in the year, has net current liabilities and net liabilities. The company is dependent on
the support of the parent company to continue as a going concern. The directors forecasts and projections, taking
‘account of reasonably possible future changes in trading performance, show that the parent company should be
able to operate within it§ current level of facilities and provide continued support to Caparo Hotels Limited for
the next 12 months. :

The financial statements have been prepared on a going concern basis.
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' Caparo Hotels Limited

Notes to the Financial Statements for tlie Year Ended 31 December 2018 (c'ontinued) ‘

2 Accounting policies (continued)

Critical accounting ju'dgements and key sources of estimation uncertainty

The preparation of the financial stateménts requires management to make judgements, estimates and
assumptions that affect the amounts reported for assets and liabilities as at the balance.sheet date and the
amounts reported for revenues and expenses during the year. The estimates and associated assumptions are
based.on historical assumptions and’ other factors that are con51dered to be relevant There were no key
Jjudgements relating to these financial statements.

Hotel Premises
There are a number of estimates involved in assessmg the fair value of the company's hotel properties and the
directors have engaged independent professional quahﬁed valuers, as disclosed in note 11.

Revenue recognition

" Turnover comprises the fair value of the consideration received or receivable for the sale of goods and provision
of services in the ordinary course of the company’s activities. Turnover is shownnet of sales/value added tax,
returns, rebates and discounts and after eliminating salés within the company.

The company recognises revenue when: .

The amount of revenue can be reliably measured,;

it is probable that future economic benefits will flow to the entity;

and specific criteria have been met for each of the company's activities.

Tax :
Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted by the balance sheet date.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events that result in an obligation to pay more tax in the future or a
right to pay less tax in the future have occurred at the balance sheet date, Timing differences are differences
between the company’s taxable profits and.its results as stated in financial statements that arise from the
inclusion of gains and losses in tax assessments in periods different from those in which they are recognised in
financial statements.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent ihat, on the basis of
available evidence, it can be regarded as more likely than not that there will be suitable taxable profits from -
which the future reversal of the underlying timing differences can be deducted.

Deferred tax is measured using the tax rates and laws that have been enacted or substantively enacted by the
balance sheet date that are expected to apply to the reversal of timing differences. Deferred tax relating to
investment property is measured using the tax rates and allowances that apply to the sale of the asset.

Where items recognised in other comprehensive income or equity are chargeable to or deductible for tax
purposes, the resulting current or deferred tax expense or income is presented in the same component of
comprehensive income or equity as the transaction or other event that resulted in the tax expenses or income.
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Caparo Hotels Limited

Notes to the Financial Statements for the_Year Ended 31 December 2018 (continued) |

2 Accounting policies (continued) ' \ ' , : o

v

_Tangible assets : i . ' : . |

Tangible assets other than Hotel premises are stated in the balance sheet at cost, less any subsequent
accumulated depreciation and subsequent accumulated impairment losses. Hotel assets béing land and ibuildings
are subject to a full valuation with sufficient regularity to ensure that the carrying value does not differ
materially from the fair value. The values.are derived from the current market prices for comparable real estate
determined annually by external valuers. The valuers use observable market prices, adjusted if necessary for any
difference in the nature, location or condition of the specific asset, wrth the surplus or deficit on the revaluation
over the currect value transferred to the revaluation reserve.
. , . . , ,

The cost of tangible assets 1ncludes directly attributable 1ncremental costs incurred in thelr acqulsltlon and
installation. .

Deprecnatlon ‘ :
Depreciation is provided to write off the cost, or valuatlon less the estimated residual value of tanglble fixed -
assets by equal instalments over therr expected useful economic life, as follows: ‘

Asset class ’ : . ) Deprecmtlon method and rate

Freehold building - - . 2%perannum '
- Plant and machinery , - R ' 10 - 20% per annum

Furniture, equipment and soft furmshmgs . BN 10 - 20% per annum

Computers 4 ‘ 20% per anfum

Building surfaces and ﬁmshes : o " 2-20% per annum

Cash and cash equlvalents B ,
Cash and cash equivalénts. comprise cash on hand and call deposrts and other short-term hlghly lquId

" investments that are readily.convertible to a known amount of cash and are subject to an insignificant rlsk of

change in value.

Trade debtors
Trade debtors are amounts due from customers for merchandise sold or services performed in the ordmary
course of business. :

Trade debtors are recognised initially at the transaction price. They are subsequently measured at amortised cost

using the effective interest method, less provision for impairment. A’ provision for the impairment of trade.
debtors is established when there is objective evidence that the company will not be able to collect all amounts

due according to the ongmal terms of the receivables. -

Stocks .
Stocks are stated at the lower of cost and estimated sellmg price. Cost is determmed using the first-in, ﬁrst-out
(FIFO) method. Costs include value of raw materials.

At each reporting date, stocks are-assessed for impairment. If 'stocks are impaired, the carrying amount is

reduced to its’ selling price less costs to complete and sell; the impairment loss is recogmsed immediately in
proﬁt or loss.
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Caparo Hotels Limited

Notes to:the Financial Statements for the Year Ended 31 December 2018 (continued)

2 Accounting policies (continued)

Trade credltors ;

Trade creditors are obligations to pay for goods or services that have been acquired in the ordmary course of
business from suppliers. Accounts payable are classified as current liabilities if the company does not have an
unconditional right, at the end of the reporting period, to defer settlément of the creditor for at least twelve
months after the reporting date. If there is an unconditional right to defer settlement for at least twelve months
after the reporting date, they are presented as non-current liabilities. ‘

Trade creditors are recognised mmally at the transaction price and subsequently measured at amortised cost ,
using the effective interest method. : '

Borrowmgs

Interest-bearing borrovwngs are initially ‘recorded at fair value, net of transaction costs. Interest-bearing
borrowings are. subsequently carried at amortised cost, with the difference between the proceeds, net of
transaction costs, and the amount due on redemption being recogmsed as a charge to the Profit and Loss
Account over the penod of the relevant borrowing,

Interest expense is recognised on the basis of the effectlve interest. method and is included in interest payable
and similar charges.

Borrowings are classified as current liabilities unless the company has an’ uncondmonal right to defer settlement
of the hiability for at least twelve months after the reporting date.

Share capital . :

Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the cash or other

resources received or receivable, net of the direct costs of issuing the equity instruments. If payment is deferred

and the time value of money is material, the initial measurement is on a present-value basis.

Defined contribution pension obllgatlon :

A defined contribution plan is a pension plan under which fixed contributions are paid into a pension fund and

the company has no legal or constructive obllgatlon to pay further contributions even if the fund does not hold
- sufficient assets to pay all employees the benefits relating to employeeservice in the current and prior periods.

Contributions to defined contribution plans are recognised as employee benefit expense when they are due. If
-contribution payments exceed the contribution due for service, the excess is recognised as a prepayment.
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Caparo Hotels Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued) i

2 Accounting policies (continued)

Financial instruments .
Financial assets and financial liabilities are recogmsed when the company becomes a party to the contractual’

provisions of the 1nstrument ' "

All financial assets and liabilities are initially measured at transaction price (including transaction costs), except'
for those financial assets classified as at fair value through profit or loss, which are initially measured at fair

. value (which is normally the transaction price excluding transaction costs), unless the arrangement constitutes a
financing transaction. If an arrangement constitutes a financing transaction, the financial asset or financial-
liability i1s measured at-the present.value of the future payments discounted at a market rate of interest for a
similar debt instrument. - , r

Financial assets and liabilitiés are only offset in the statement of financial position when, and only when there
exists a legally enforcéable right to set off the recognised amounts and the company intends either to settle ona
net basis, or to realise the asset and settle the liability smultaneously

Debt instruments which meet the following condmons are subsequently measured at amortised cost usmg the .
_ effective interest method: :

(a) The contractual return to the holder is (1) a ﬁxed amount; (ii) a positive fixed rate or a positive vanable rate;
or (iii) a combmation of a positive or a negative fixed rate and a posmve variable rate.

(b) The contract may. provide for repayments of the pr1nc1pal or the return to the holder (but not both) to be
.linked to a single relevant observable index of general price inflation of the currency in which the debt
instrument is denominated, prov1ded such links are not leveraged. , - : i
(c) The contract may provndexfor a determmable variation of the return to the holder during the hfe of the
instrument, provided that (i) the new rate sat1sﬁes condition (a) and the variation is not contingent on future
events other than (1) a change of a contractual variable rate; (2) to protect the holder against credit deterioration
of the issuer; (3) changes in levies applied by a central bank or arising from changes in relevant taxation or law;
or (ii) the new rate is a market rate of interest and satisfies condition (a). . ; '

(d) There is no contractual provision that could, by its terms, result in the holder losing the principal amount or
any interest attributable to the current period or prior periods .

(e) Contractual provmons that pemnt the issuer to prepay-a debt instrument or permit the holder to put it back to

the issuer before maturity are not contingent on future events, other than to protect the holder against the credit

deterioration of the issuer or a change in control of the issuer, or to protect the holder or issuer against changes
_ in levies applied by a central bank or ar1s1ng from changes in relevant taxation or law.

(f) Contractual provisions may permit. the extension of the term of the debt instrument, provided that the return

to the holder and any other contractual provisions applicable during the extended term satisfy the conditions of
paragraphs (a) to (¢). :
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Caparo Hotels Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued).

2 Accounting policiés (continued) ‘A IR = . !

_ Financial instruments (continued)

Debt instruments that are classified as payable or receivable within one year on initial recognition and which
meet the above conditions are measured at the undiscounted amount of the cash or other consideration expected
to be paid or received, net of impairment. . : '

With the exception of some hedging instruments, other debt instruments not meeting these conditions are
measured at fair value through profit or loss.

Commitments to make and receive loans which meet the conditions mentioned above are measured at cost
(which may be nil) less impairment. '

Financial assets are derecognised when and only when a) the contractual rights to the cash flows from the
financial asset expire or are settled, b) the company transfers to another party substantially all of the risks and
rewards of ownership of the financial asset, or c) the company, despite having retained some, but not all,
significant risks and rewards of ownership, -has transferred control of the asset to another party. Financial
liabilities are derecognised only when the obligation specified in the contract is discharged, cancelled or expires.

Impairment of assets . :

Assets, other than those measured at fair value, are assessed for indicators of 1mpa1rment at each balance sheet
date. If there is objective evidence of impairment, an impairment loss is recognised in profit or loss as described-
below. ‘ ‘
Non-financial assets ' )

An asset is impaired where there is objective evidence that, as a result of one or more events that occurred after
initial recognition, the estimated recoverable value of the asset has been reduced. The recoverable amount of an
asset is the higher of its fair value less costs to sell-and its value in use.

Where indicators exist for a decrease in impairment loss, the prior 1mpa1rment loss is tested to determine
reversal. An impairment loss is reversed on an individual 1mpa1red asset to the extent that the revised
recoverable value does not lead to a revised carrymg amount higher than the carrying value had no impairment
been recognised.

Financial assets

For financial assets carried at, amortised cost, the amount of impairment  is the ‘difference between the asset’s
" carrying amount and the-present value of estimated future cash flows, discounted at the financial asset’s original

effective interest rate.

For financial assets carried at cost less impairment, the impairment loss is the difference between the asset’s
carrying amount and the best estimate of the amount that would be received for the asset if it were to be sold at
the reporting date.

" Where indicators exist for a decrease in impairment loss, and the decrease can be related objectively to an event
occurring after the impairment was recognised, the prior impairment loss is tested to determine reversal. An
impairment loss is reversed on an individual impaired financial asset to the extent that the revised recoverable
value does not lead to a revised carrying amount higher than the carrying value had no 1mpa1rment been
recognised.
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Caparo Hotels Limited

. Notes to the Financfal Statements for the Year Ended 31 December 2018 (continued)

Turnover .

The analysis of the company's turnover for the year from continuing operations is as follows:

S 2018 2017 -
| . £ £
Operation of hotels - .. s . : 1,356,528 1,771,152
The company's revenue for the year arose solely in UK. i
Other operatmg income’ | i
The analysis of the company s other operatmg income for the year is as follows: ‘
2018 2017
: A £ £
Management fees ) ; o ' : 130,419 141,048
Operating loss ! !
Arrived at after charging
E : . 2018 2017
o - £ £
Depreciation expense - : ' , ‘ 83,070 101,733
Operating lease expense - plant and machmery i o 3,254 1,306
Gain on disposal of property, plant and equipment ‘ (19,697) -
During the year, the Bignell Park Hotel was sold for a net consideration of £1.3m.
Interest payable and similar charges -
| ' 2018 2017
R £ ! £ .
Interest on bank overdrafts and borrowings ‘ o , - 885 4,564
{
“Staff costs . ‘
The aggregate payroll costs (including directors' remuneration) were as follows:
©.2018 2017
: ; : £ £
Wages and salaries : . , _ 847,079 1,020,573,
Social security costs - ' . ) _ ' : : . 56 826 60,451
Pension costs, defined contribution scheme = - - 28 719 25,170 -
| ' 932,624 1,106,194
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Caparo Hotels Limited

Notes to the Financial Statements for the Year Ended 31 December 2018 (continued) -

7 Staff costs (continued) . o . ' o

The monthly average number of persons employed by the company (including directors) durmg the year,
analysed by category was as follows

2018 2017

. : _ No. . No.:
Production C . ’ e 51 . 65
Administration and support R S 4 s 5

55 . 70
8 Directors' remuneration

No Director received any remuneration in the current year or the previous year in relation to services provided
to this company. The current Directors are remunerated by fellow‘subsrdlary compames of Caparo Group
Limited, the ultlmate parent company.

9 Auditor's remuneration

2018 2017
. o : £
Audit of the financial statements . . S 19,000 ) 15,750
Other fees to auditor ‘
Taxation compliance services ) T . ’ ) 6,179 4,025
* 10 Income tax ‘
Tax credited in the profit and loss account
' 2018 2017
£ : £
Current taxation .
. . N .

UK corporation tax : ] i - (106,321)
UK corporation tax adjustment to prior perrods . - . (22,034)

- (128355)
Déferred taxation ' .
Arising from origination and reversal of timing differences . 8,117) 13,438
Arising from changes in tax rates and laws g - ) 856 . (1,569)
Arising from previously unrecogmsed tax loss, tax credit or temporary ‘ ' .
difference of prior perlods . (5,164) 18,086
Total deferred taxation ) ; (12,425) 29,955
Tax credited in the profit and loss account : . : (12,425) (98,400)
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110 Income tax (contimied)

Caparo Hotels Limited

Notes to the Finarrciali Statements for the Year Ended 31 December 2018 (continued)

]

The tax on loss for the year is hrgher than the standard rate of corporation tax in the UK (2017 hrgher than the

- standard rate of corporatron tax in the UK) of 19% (2017 - 19. 25%)

. The differences are roconcﬂed below:

Loss before tax

Corporation tax at standard rate
Effect of expense not deductible in determining taxable profit (tax loss)
UK deferred tax (credit) relating to changes in tax rates or laws

Decrease in UK and forergn current tax from adjustment for prior
" periods

~ Tax increase arising from group rehef

Total tax credit

Deferred tax
Deferred tax assets and liabilities

2018

Fixed asset timing differences
Short term timing differences

2017

Fixed asset timing differences
Short term timing differences

Deferred tax liabiliﬁes:

Provision at start of period
Adjustment in respect of prior years
Deferred tax (chérge)/credit to income statement for the period -

Deferred tax charge to other comprehensive income

Provision at end of period

2018 2017
£ £
(407,187) " (521,843) -
(77,366) (100,455)
6,343 7,572
856 (1,569)
(5,164) (3,948)
62,906 -
. (12,425) (98,400)
i
Liability
£
188,634
(456)
__ 188,178
Liability
£
247,970
- (541) -
2018 2017
£ £
247,429 217,474
(5,164) . 18,086
(7,261) 11,869
(46,826) -
188,178 247,429
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Caparo Hotels Limited

4"Notes to the Finaneial Statements for the Year Ended 31 December 2018 (continued)

10 Income tax (continued) ' » : ‘ D

11

There are £19 193 of unused tax losses (2017 - £Nil) for which no deferred tax asset 1s recogmsed in the_
Balance Sheet, as there is msufﬁcrent evrdence that the asset will be recovered

Tax relatrng to items recognlsed in other comprehensrve income or equity :
2018
£

Deferred tax related to items recognised as items of other comprehensive income o 46,826

’

In the 2015 Budget, the Chancellor announced that the main rate of UK corporation tax would be reduced to
19% with effect from'1 April 2017. In the 2016 Budget, the Chancellor announced that the main rate of UK
corporation tax would be reduced to 17% w1th effect from 1 April 2020 The UK deferred tax rate has been
recognised at 17%.

Tangible assets : .
' Land and Plant &

buildings Machinery Total
£ : £ - £
Cost or valuation ' o ' S
- At 1 January 2018 ' . 3,226,194 243,160 3,469,354
Revaluations . ’ . 117,649 - 117,649
Additions S o 37426 ‘ - 37,426
Disposals : (1,581,269) - (32,418)  (1,613,687)
At 31'December 2018 . . - _ : 1,800;000 B 210,742 2,010,742
Depreciation - . :
At 1 January 2018 : ' 226,194 © 79,256 305,450
Charge for the year o ’ 55,075 27,995 83,070
Eliminated on disposal . . (281,269) "~ (13,914) (295,183) -
At 31 December 2018 - o ' - 93,337 93,337
Carrying amount ' o ‘ } .
At 31 December 2018 o 1,800,000 - 117,405 1,917,405
At 31 DecemberA2017 3,000,000 A 163,904 3,163,904
Land and buildings _
Co2018 2017
, £ ..t
Historical cost at 31 December B 1,194,549 2,415,939
" Accumulated depreciation based on historical cost 423,541 717,407
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Caparo Hotels Limited.

‘Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

11 Tangibie assets (continued)

During the year, the Bignell Park Hotel was sold for a net consideration of £1.3m.

The company's hotel property was professionally valued at market value by Christie & Co, Chartered Surveyors
at a value of £1.8m on the basis of open market value for. existing use. The valuation was undertaken in|
accordance with the Royal Institution of Chartered Surveyors Statement of Asset Valuation Practice and:
Guidance notes. As per the Statement of Changes in Equity on page 11, movements to the Revaluation Reserve'
in respect of disposals of revalued assets amounted to £383,561 with no impact on the Company's tax position.

The valuation was based on the financial results of the hotel for 2018 and the budget for 2019. The valuation.
was based on the trading performance of the hotel. It took note of the capital expenditure on the hotel during!
- 2018 on refurbishment of the indoor pool, and the trading impact on 2018 of the refurbishment work carried out.
in 2017 of the restaurant and on establishing a new function room, and the expected refurbishment .of the front:
see-facing rooms in 2019. It alsb had regard to the activities of other comparable hotels in the Torbay area.

12 Stocks

2018 2017
‘ o o ; g ‘ £ :
Other inventories t 16,286 -25,512"
13 Debtors
2018 2017
2 £
-‘Trade debtors 4 ' . 7,064 33,279
Other receivables : : " . 76,552 129,523
Group relief (corporation tax) - - C 270,787
Prepayments - . . 68,873 77,517
."Total current trade énd other receivables ' ‘ : 152,489, ‘ 511,106
14 Cash and cash equivalents -
' , 2018 2017 -
‘ . : Note £ £
Cash at bank . . - " 40,353 1,253
Bank overdrafts ' . 16 . - (125,384)
Cash and cash equivalents ' : : ' - 40,353 (124,131)
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Caparo Hotels Limited

 Notes to the Financial Statements for the Year Ended 31 December 2018 (continued)

15 Creditors o |
2018 2017

,. C Note . £ : £
Due within one year , ,
.Loans and borrowings ' 4 16 .. L ; 189,817
Trade creditors C o : 93,265 166,971
" Deposits - i - B - 56,128 - 53,272
_ Amounts due to ultrmate parent company : - 4,008,643 4,883,121
Social security and other taxes . . " 86,931 ' 177,285 .
Outstanding defined contribution pension costs . ‘ . 2,876 v 2,296
Other payables o o - ) 9,815
Accrued expenses . ‘ ‘ " 65,642 116,612
' 4,313,485 5,599,189

The amounts owed to ultimate parent company have no fixed repayment date and interest is charged at
commermal rates. :

. 16 Loans and borrowings '
2018 2017

: £ - £
Current loans and borrowings , : :
Bank borrowings . . - T 64,433
Bank overdrafts ' - 125,384
- 189,817
2018 ; 2017

£ £
In one year or less - - 189,817
' - 189,817

Following the sale of the Bignell Park Hotel during the year all bank borrowings were repaid m full and the
.company was released from all charges overs it's assets. .

Page 23



Caparo Hotels Limited

‘Notes to the Financial Statements for .t'he Year. Ended 31 December 2018 (continued)

17 Obligations under leases and hire purchase contracts

Operatmg leases

- The total of future minimum lease payments is as follows

2018 2017
Not later than one year . o 2,280 1,306
Later than one year and not later than five years ) 6,840 : -
"~ 9,120 - 1,306

" 18 Pension and other schemes

Caparo Stakeholder Pension Plan -

The comparry.contributes to the Caparo SAtakeholdor Pension Plan, a UK defined contribution scheme invested
through Scottish Friendly. The. pension charge in respect of these arrangements was £28,719 (2017: £25,170).

At 31 December 2018, employee contributions of £2,876 (2017: £2 ,296) were payable to the Caparo
Stakeholder Pension Plan and are included in creditors.

19 Capifal and reserves -

Allotted, éallod up and fully paid shares : .
2018 . ' 2017

No. £ o No. £
A' ordinary shares of £0.01 each 8,400 . 84 8,400 - 84
_'B' ordinary shares of £1 each " 10,060 10,060 . 10,060 - 10,060
Deferred shares of £1 each . 6,912 6,912 6,912 . 6,912
o 25,372 17,056 - 25,372 " 17,056

The 'A’ ordinary shareholders are, in total, entitled to 1/50th of ordioary dividends declared and the 'B' ordinary
shareholders are, in total, entitled to 49/50ths of dividends declared. The deferred shares have no dividend
entitlement.

In the event of the company being wound up, the deferred shareholders would receive the nominal value of their
shares. The 'A" and 'B' ordinary shareholders would receive 1/50th and 49/50ths of the remainder respectively.

In aggregate, the 'A' ordinary shareholders have 1/50th and the 'B' ordmary shareholders have 49/50ths of the .
voting rights. w
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Caparo Hotels Limited

Notes to the Financial Statements for the. Year Ended 31 December 2018 (continued)

19 Capital and reserves (continued) . o R ' : ,

: adJustments

The‘Company's other reserves are as follows:

Theirevaluation reserve represents the cumulatlve effect of revaluations of freehold land and buildings which are
revalued to fair value at each reportmg date.

The profit and loss account represents cumulatlve profits and losses, net of d1v1dends pard and other -

~

20 Related party transactions

21

Summary of transactions with other related partres i

Transactions between two or more members of the group where any subsidiary undertaking party to those
transactions is wholly owned by a member of the group have not been disclosed.

The company received net management charges of £11,500 (2017 - £1 1,500) from a company under the control
of a director. At the year end the balance owed to the company was £1,150 (2017 - £1,150).

Parent and ultimate parent undertaking

The Right Honourable The Lord Paul of Marylebone, The Honourable Ms Anjli Paul, The Honourable Ambar
Paul, and The Honourable Akash Paul, directors of Caparo Group Limited, are jointly and indirectly interested
in the whole of the issued share capital of Caparo Group Limited through shareholdings registered in the name
of Caparo International Corporatron a company registered in the British Virgin Islands. Caparo International -
Corporation ultimately holds ‘the issued share capital of Caparo Group Limited on behalf of a series of family
trusts. : .

The company's immediate parent is Caparo plc, incorporated in United Kingdom.

The ultrmate parent is Caparo Group lelted 1nc0rporated m Umted Klngdom

" The only group in which the results of the company are consolidated is that headed by Caparo-Group Limited.

22

The registered office address of Caparo Group Limited is Caparo House, 103 Baker Street, London, W1U 6LN.
A copy of the consolidated financial statements of Caparo Group Limited are available from Companies House,
Cardiff. ) - ,

' Y
Non adjusting events after the financial period

Subsequent to the year end, the company has ;continued to trade normally during.2019. No material event has
occured that would require any of the balances in these financial statements to be revised or restated.
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