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Caparo Hotels Limited

Directors' Report for the Year Ended 31 December 2019

The directors present their report and 'the audited financial statements for the year ended 31 December 2019.

Directors of the company

‘The directors who held office during the year and to the date of this report were as follows:
N

D P Dancaster
The Honourable Ambar Paul

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

The Profit and Loss account is set out on page 9 and shows a loss for the year of £257,961 (2018 - £394,762).

Fair review of the business
The company owns and operates a hotel in the UK. Caparo Hotels Limited made an operating loss for the year
of £274,361 (2018: £406,302) on a tumnover of £1,256,395 (2018: £1,356,528).

On 30 April 2018 the company sold the business and assets of the Bignell Park Hotel, near Bicester, for a net
consideration of £1.3m. With the inclusion of the Bignell Park Hotel in the results for the first four months of
2018, sales for the company in 2019 were lower than in 2018. The company has continued with its programme
of investment during 2019, with ongoing refurbishment of the company’s remaining hotel, The Osborne Hotel,
Torquay, in rear-facing bedrooms and bathrooms and communal areas. As a result, the number of rooms
available for occupancy was reduced between March and June 2019. While overall occupancy levels for the
Osboumne hotel for the year fell from 58% to 54%, occupancy of available rooms rose slightly to 59%. Average
room rate, net of commission, fell by just under 2% compared to 2018. Overall, net income from
accommodation for the Osbourne hotel fell by 7%. Restaurant and terrace income remained at a similar level to
2018, however function income increased by over 50%, following successful marketing of the 2017 investment
in a dedicated function room, particularly for weddings. Overall, net income for the Osbourne hotel rose from
£1,197;000 in 2018 to £1,209,600 in 2019, against a backdrop of a drop in visitors in the Torbay area. Operating
costs remained controlled, despite a significant increase in the minimum wage. The hotel hopes to see further
development of its function business in the future.

As a result of the coronavirus pandemic, the hotel closed its operations on 24 March 2020, not reopening until 4
July 2020 and a number of staff were furloughed under the Government support scheme. On reopening in July,
the company traded ahead of 2019 into the autumn, when operations were once again constrained by renewed
Covid restrictions, and staff were furloughed. Apart from a short period of reopening over Christmas, the hotel
has remained closed. As a result, the company expects to_have made a significant loss for 2020, being
particularly affected by the loss of function income for much of the year.

Performance of the company’s hotel activities also remains exposed to variations in the weather, the economic
climate, and local competitor 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.
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Caparo Hotels Limited

Directors' Report for the Year Ended 31 December 2019 (continued)

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 loans. The company enjoys the continued support of its parent and is not reliant on
external funding.

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 parent company has
confirmed its support for a period of at least one year from the date of signing the financial statements to enable
the Company to pay its liabilities and commitments as they arise. In 2020, while the company was able to
operate profitably during the summer months, sales were significantly below 2019 for the year.. However, the
company expects to report reduced losses for 2020 following the furloughing of staff and reduction of other
operating costs. The directors' forecast below 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. Accordingly, the financial
statements have been prepared on a going concern basis. '

Future developments
The directors expect the company to continue in the operation of hotel propeities during 2021. The directors are
unable to assess the full impact of the coronavirus on the trading of the business in 2021 or_on the value of the
Osbourne Hotel, but are hopeful that an accelerating vaccination program in the UK will allow a reduction of
the restrictions that have affected trading in 2020 during the remainder of 2021. The hotel has remained closed
during the early part of 2021, but has received strong forward bookmgs for the summer months when it expects
to reopen in line with government guidelines if safe to do so. .

While the UK departed from the European Union at the end of 2020, it is not expected to have a material effect
on the company.

Directors' liabilities _
The company has made quallfymg 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 report.

¢

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 interpreted in accordance with the prov1s1ons of S148 of the
Companies Act 2006.

Reappointment of auditor

In accordance with section 487 of the Companies Act 2006, a resolution for the re-appointment 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 companies’ exemptions under the
Companies Act 2006. As a result of the small companies’ exemption, the company is not required to prepare a
Strategic Report. g .-
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Caparo Hotels Limited

Directors' Report for the Year Ended 31 December 2019 (continued)

Post balance sheet event

On 30 January 2020 the World Health Organisation declared the outbreak of the Coronavirus (Covid-19)
pandemic to be a public health emergency of international concern. This is a non-adjusting subsequent event, as
it does not impact the valuation of assets as at the year end date. Since the year-end, due to the global impact of
the Coronavirus (Covid-19) pandemic, the value of investments, assets and liabilities have been impacted. It is
not possible, at this time, to quantify the change in market value of hotel property in a meaningful way, due to
ongoing volatility as the situation is fluid and unpredictable. The board are reviewing the impact of the
pandemic on the operations of the company on a regular basis and are taking measures to ensure the risks faced
are mitigated, which includes utilising the Government support measures where appropriate.

The most recent valuation report available for the Osborne Hotel is at 31 December 2019 which shows a
valuation of £1,750,000.

DP Dancastér
Director
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Caparo Hotels Limited

Statement of Directors' Responsibilities

The directors are responsible for preparing the Annual Rei;ort and the financial statements in accordance with
applicable law and regulations. '

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom 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 period. In preparing 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

» prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
company, will continue in business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain 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
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other irregularities. ’
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Caparo Hotels Limited

Independent Auditor's Report to the Members of Caparo Hotels Limited

Report on the audit of the financial statements

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

* give a true and fair view of the state of the company's affairs as at 31 December 2019 and of its loss for the
year then ended;

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

« have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements 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 reportmg framework that has been applied in their preparation is applicable law and United
Kingdom Accountmg Standards, including Financial Reporting Standard 102 "The Financial Reporting
Standard applicable in the UK and Republic of Ireland" (Umted 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 responsibilities
for the-audit of the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the Financial Reporting Council's (the FRC's) Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

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

« the directors’ use of the going concern basis of accounting in preparat]on 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 Members 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 information 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 information, we are
required to report that fact.

We-have nothing to repor-t in respect of these matters.

Responsibilities of directors

As explained more fully in the Statement of Dlrectors Respons1b111t1es the directors are responsxble 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 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.

Auditor's responsnbllltles 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. Reasonablé assurance is 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 influence 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 description 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 épplicab]e 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 Limited

‘

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

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

» adequate accounting records have not been kept, or returns adequate for our audit have not been received
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 directors’ 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 FCA (Senior Statutory Auditor)
For and on behalf of Deloitte LLP, Statutory Auditor

Nottingham
United Kingdom

14 April 2021
Date:....ooceieeeeeceee
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Caparo Hotels Limited

Profit and Ldss Account for the Year Ended 31_ December 2019

Turnover

Cost.of sales

Gross profit
Administrative expenses _
Other operating income

Operating loss  ~
Interest payable and similar expenses

Loss before tax
Taxation

Loss for the financial year

The above results were derived from continuing operations.

The notes on pages 13 to 27 form an integral pért of these financial statements.
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. Note

10

2019

2018
£ £
1,256,395 1,356,528
(211,346) (229,710)
1,045,049 1,126,818
(1,460,402) (1,663,539)
140,992 130,419
(274,361). - £ (406,302)
- (885)
(274,361) (407,187)
16,400 12,425
(257,961) (394,762)



"Caparo Hotels Limited

Statement of Comprehensive Lross for the Year Ended 31 December 2019

(As restated)
2019 2018
£ £

Loss for the year ' ' - (257,961) (394,762)
(Deficit)/Surplus on revaluation of tangible fixed assets ) (302,554) 164,148
Deferred tax on revaluation ) ) 51,434 (20,000)
Deferred tax on revaluation - prior year ' (7,960) -
Deferred tax on disposal of assets - 66,826

. ' (259,080) 210,974
Total comprehensive expense for the year i (517,041) (183,788)

The notes on pages 13 to 27 form an integral part of these financial statements.
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Caparo Hotels Limited

(Registration number: 00149618)
Balance Sheet as at 31 December 2019

Fixed assets
Tangible assets

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: Amounts falling 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

18
18
18

. (As restated)
2019 2018
£ £
1,750,000 . 1,800,000
16,403 16,286
84,626 152,489
97,328 40,353
198,357 209,128
(4,829,629) (4,313,485)
(4,631,272) (4,104,357)
(2,881,272) (2,304,357)
(128,304) (188,178)
'(3,009,576) (2,492,535)
17,056 17,056
677,236 950,730
(3,703,868) (3,460,321)
(3,009,576) (2,492,535)

Approved and authorised by the Board on 14/4/21.... and signed on its behalf by: -

D@Om il

D P Dancaster

Director

The notes on pages 13 to 27 form an integral part of these financial statements.
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Caparo Hotels Liniited

Statement of Changes in Equity for the Year Ended 31 December 2019

Note

At 1 January 2019 (restated) 22
Loss for the year
Other comprehensive

income

Deficit on revaluation of
tangible fixed assets

Deferred tax on revaluation,
Deferred tax on revaluation -

prior year

\

Total comprehensive expense

Disposals of revalued assets

Difference between actual and
historic depreciation

At 31 December 2019

Note

At 1 January 2018 (as
previously stated)

Restatement

22

At Januafy 2018 (restated) .
Loss for the year

Surplus on revaluation of
tangible fixed assets

Deferred tax on revaluation

Deferred tax on disposal of,

assets

Total comprehénsive

Income/(loss)

Disposals of revalued assets

Difference between actual and
historical depreciation

At 31 December 2018

(restated)

22

.

' Revaluation Profit and
Share capital reserve loss account Total

£ £ £ o £
17,056 950,730 (3,460,321)  (2,492,535)
- - (257,961) (257,961)
- (302,554) - (302,554)
- 51,434 - 51,434
- 7 (7,960) - (7,960)
- (259,080) ' (257,961) (517,041)
- (4,289) 4,289 -
- (10,125) 10,125 -
17,056 677,236 (3,703,868)  (3,009,576)

"Revaluation Retained
Share capital reserve earnings Total

£ £ £ £
17,056 1,296,756 (3,458,655)  (2,144,843)
- (163,904) - (163,904)
17,056 1,132,852 \(3,458;655) - (2,308,747)
- C - (394,762) (394,762)
- 164,148 - 164,148
- (20,000) - (20,000)
- 66,826 - 66,826
- ~210,974 (394,762) (183,788)
- (383,561) 383,561 -
- (9,535) 9,535 -
17,056 950,730 - (3,460,321)  (2,492,535)

T~

The notes on pages 13 to 27 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 2019

General information

The company is 1ncorporated reglstered and domlcﬂed in England and Wales. It is a private company lmuted by
shares.

The principal activity is the operation c;f, and trading in, hotel properties. -

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

The address of its registered office is:
Caparo House

103 Baker Street

London

WI1U 6LN

United Kingdom

Accounting policies - -

Summary of Signiﬁcant accounting policies and key accounting estimates .
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 dlsclosure exemptions ,

Caparo Hotels Limited meets the definition of a quahfymg 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 aloss 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 its 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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Céparo Hotels Limited .

Notes to the Financial Statements for the Year Ended 31 December 2019 (cdntinued)

2 Accounting policiés (continued)

Critical accounting judgements and key sources of estimation uncertainty

The preparation of ‘ the financial statements 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 considered to be relevant. There were no key
judgements relating to these financial statements.

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

Revenue recognition

Turnover comprises the fair value of the consideration received or receivable for the provxsnon of
accommodation, food, beverages and other hotel services in the ordinary course of the company’s activities.

Turnover is shown net of sales/value added tax, returns, rebates and discounts and after eliminating sales 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 taxablé 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 that, 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. tlmmg 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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Capard Hotels Limited

Notes to the Financial Statements for the Year Ended 31 December 2019 (continued)

2 Accounting poiicies (continued)

Tangible assets

Tangible assets are subject to a full valuation with sufﬁcnent 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 thé ‘specific asset, with the surplus or deficit on the
revaluation over the correct value transferred to the revaluation reserve.

_ The cost of tangible assets includes directly attributable incremental costs incurred in .their acquisition and
installation.

Depreciation
Depreciation is provided to write off the cost, or valuatlon less the estimated residual value of tangible fixed
assets by equal instalments over their expected useful economic life, as follows: .

Asset class ) ’ Depreciation method and rate
Land and Buildings 2 - 20% per annum ' '
Plant and machinery - _ : 10 - 20% per annum

Building surfaces and finishes . 2 - 20% per annum

I3

Cash and cash equnvalents

Cash and cash equivalents comprise cash on hand and call deposnts and other short-term highly liquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant risk of
change in value.

Trade debtors )
Trade debtors are amounts due from customers for merchandise sold or services performed in the ordinary
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 original terms of the receivables.

Stocks
Stocks are stated at the lower of cost and estimated selling price. Cost is determined 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 recognised immediately in
profit or loss.

Trade creditors

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary 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 settlement 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 initially at the transaction price and subsequently measured at amortised cost
using the effective interest method.
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Caparo Hotels Limited

Notes to the Financial Statements for the Year Ended 31 December 2019 (continued)

2 Accounting policies (continued)

Share capital

Ordinary shares are classified as equity. Equity instruments are measured at the fair value of the cash or other
resources received orreceivable, 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 obligation

A defined contribution plan is a pension plan under which fixed contributions are paid into a penswn fund and
the company has no legal or constructive obligation to pay further contributions even if the fund does not hold
sufficient assets to pay all employees the benefits relating to employee service 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.

Page 16



Caparo Hotels Limited -

Notes to the Financial Statements for the Year Ended 31 December 2019 (continuéd)

2 Accounting policies'(continued)

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

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 is measured at the present value of the future payments discounted at a market rate of interest for a
similar debt instrument. ‘

Financial assets and liabilities are only offset in the statement of financial position when, and only when there
exists a legally enforceable right to set off the recognised amounts and the company intends either to settle on a
net basis, or to realise the asset and settle the liability simultaneously.

Debt instruments which meet the followmg conditions are subsequently measured at amortised cost usmg the
effective interest method .

(a) The contractual return to the holder is (i) a fixed amount; (ii) a positive fixed rate or a positive variable rate;
or (iii) a combination of a positive or a negative fixed rate and a positive variable rate.

(b) The contract may provide for repayments of the principal 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, provided such links are not leveraged.

(c) The contract may provide for a determinable variation of the return to the holder during the life of the
instrument, provided that (i) the new rate satisfies 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. .

() Contractual provisions that permit 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 arising 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 (c).
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Caparo Hotels Limited

Notes to the Financial Statements for the Year Ended 31 December 2019 (continued)

2 Accounting policies (continued) . J

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 impainnent. :

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

Commitments to make'and receive loans whlch meet the conditions mentloned above are measured at cost
(which may be ml) less 1mpa1rment

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 impairment at each balance sheet
date. If there is objective eévidence of impairment; an 1mpament loss is recognised in profit or loss as descnbed
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 impairment loss is tested to determine
reversal. An impairment loss is reversed on an individual impaired asset to the extent that the revised
recoverable value does not lead to a revised carrying amount higher than the carrying value had no impairment
been recognised.

Financial assets
For financial assets carried at amomsed cost, the amount of unpalrment is the difference between the asset s
carrying amount and the present value of estimated future cash flows, dlscounted 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 impairment been
recognised.

Page 18



Caparo 'Hotels Limited

’

Notes to the Financial Statements for the Year Ended 31 December 2019 (continued)

Turnover

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

2019 2018
] £ £ .
Operation of hotels 1,256,395 1,356,528
The company's revenue for the yéar arose solely in UK.
Other operating income
The analysis of the company's other operating income for the year is as follows:
2019 2018
. £ £
Management fees . . : . 140,992 130,419
Operating loss -
Arrived at after charging
!
2019 2018
. £ £
Depreciation expense ' 74,940 83,070
Operating lease expense - plant and machinery o 2,280 3,254
Loss/(Gain) on disposal of property, plant and equipment . ‘ 28,184 | - (19,697)
Interest payable and similar charges
2019 2018
. £ £
Interest on bank overdrafts and borrowlings : - 885 -
. Staff costs
The aggregate payroll costs (including directors' remuneration) were as follows:
' ' 2019 2018
. A £ £
Wages and salaries - 789,091 847,079
Social security costs B 55,087 56,826
Pension costs, defined contribution scheme 20,574 - 28,719
864,752 932,624 -
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Caparo Hotels Limited

(

.

Notes to the Financial Statements for the Year Ended 31 December 2019 (continued)

7 Staff costs (continued)

The monthly average number of persons employed by the company (including directors) during the year,

* Administration and support

analysed by category was as follows:

Production

8 Directors' remuneration

2019 2018
No. - No.
47 51
4 4
51 55

No Director received any remuneration in the current year or the previoué year in relation to services provided
to this company. The .current Directors are remunerated by fellow subsidiary companies of Caparo Group

Limited, the ultimate parent company.

N

9 Auditor's remuneration

~ Audit of the financial statements

Other fees to auditor
Taxation compliance services

10 Income tax

Tax credited in the profit and loss account

Current taxation

il

- Deferred taxation

Arising from origination and reversal of timing differences
Arising from changes in tax rates and laws

Arising from previously unrecognised tax loss, tax credit or temporary '

difference of prior periods’
Total deferred taxation

Tax credited in the profit and loss account

- Page 20

2019 2018
£ £
" 17,000 19,000
4,000 6,179
2019 2018
£ £
3,977 C(8,117)
(418) 856
(19,959) (5,164)
(16,400) (12,425)
(16,400) (12,425)




Caparo Hotels Limited -

Notes to the Financial Statements for the Year Ended 31 December 201Y (continued)

10 Income tax (continued)

The tax on loss for the year is higher than the standard rate of corporation tax in the UK (2018 higher than the

standard rate of corporation tax in the UK) of 19% (2018 - 19%).

The differences are reconciled 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 current tax from adjustment for prior periods

Tax increase arising from group relief /

Total tax credit

Deferred tax
Deferred tax assets and liabilities

2019

Fixed asset timing differences
Short term timing differences

2018

.. Fixed asset timing differences
Short term timing differences

Deferred tax liabilities:

Provision at start of period -
Adjustment in respect of prior years
Deferred tax charge to other comprehensive income

Deferred tax cfedit/(charge) to profit and loss account

Provision at end of period

2019 2018
£ £
(274,361) (407,187)
(52,129) (77,366)
3,229 6,343
(418) 856
(19,959) (5,164)
52,877 62,906
(16,400) (12,425)
Liability
£
128,876
_(572)
128,304
Liability
£
188,634
(456)
188,178
2019 2018
£ £
188,178 247,429
(11,999) (5,164)
(51,434) (7,261)
3,559 (46,826)
188,178

128,304
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Caparo Hotels Limited

Notes to the Financial Statements for the Year Ended 31 December 2019 (continued)

10 Income tax (continued)

11

Therev are £19,193 of unused tax losses (2018 - £i\9l,193) for which no deferred tax asset is recognised in the
Balance Sheet, as there is insufficient evidence that the asset will be recovered. .

Tax relating to items recognised in other comprehensive income or equity
» S 2019 2018

) £ : £

Deferred tax related to items recognised as items of other comprehensive

income ' : ) . 43,474 46,826

In the 2020 Budget the Chancellor announced that the main rate of UK corporation tax would remain at 19%
from 1 April 2020. Deferred tax has been calculated at 17% being the rate substantively enacted at the balance
sheet date. ' .

Tangible assets.

Land and Plant &
- buildings Machinery Total
‘ Note £ £ £
Cost oljrvalilation _ L o o ‘
At 1 January 2019 (restated) , 22 o 1,681,116 118,884 1,800,000
Revaluations (356,181) 1,525 (354,656)
Additions _ 264,739 ) 90,939 355,678
Disposals _ (14,674) (36,348) (51,022)
At 31 December 2019 - 1,575,000 © 175,000 1,750,000
Depreciation . , ' .
At 1 January 2019 (restated) 22 : o - -
Charge for the year - : 46,469 28,471 74,940
Eliminated on disposal (2,014) (20,824) (22,838)
Revaluations . (44,455) (7,647) (52,102)
At 31 December 2019 - . - . -
Carrying amount ‘
At 31 Deceinber 2019 , 1,575,000 175,000 1,750,000
At 31 December 2018 (restated) 22 1,681,116 118,884 1,800,000
Tangible éssets
2019 2018
, £ £
" Historical cost at 31 December 1,873,545 1,619,559
Accumulated depreciation based on historical cost ' © 739,308 732,462 .
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Caparo Hotels Limited

Notes to the Financial Statements for the Year Ended 31 December 2019 (continued)

11 Tangible assets (continued)

The company's hotel property was professionally valued at market value by Christie & Co, Chartered Surveyors
at a value of £1.75m on the basis of open market value for existing use as at 31 December 2019. 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 £4,289 with no impact on the
Company's tax position. The valuation was based on the financial results of the hotel for 2019 and the budget for
2020. The valuation was based on the trading performance of the hotel. It took note of the capital expenditure on
the hotel during 2019 on refurbishment of the sea-facing bedrooms and the continued trading impact of the new
function room established in 2017. It also had regard to the activities of other comparable hotels in the Torbay
area. No account has been taken of the impact of Covid-19 on the business.

12 Stocks
-2019 2018
£ N
Other inventories 16,403 16,286
- 13 Debtors
2019 2018
‘ . £ B
Trade debtors ' 19,117 7,064
Other receivables / 8,025 76,552
Prepayments N ' : : . 57,484 68,873
Total current trade and other receivables A 84,626 152,489
14 Cash and cash equivalents - '
‘ 2019 . 2018
. £ S
Cash at bank » 97,328 40,353
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Caparo Hotels Limited

Notes to the Financial Statements for the Year Ended 31 December 2019 (continued)

15 Creditors . B

2019 2018
Note £ . £

Due within one year ‘ .

Trade creditors . . 94,368 93,265
Deposits - 49,193 56,128
Amounts due to ultimate parent company . 4,547,A158 4,008,643
Social security and other taxes ‘ 45,283 86,931
Outstanding defined contribution pension costs ) 3,651 2,876
Accrued expenses ' ' 89,976 65,642

4,829,629 4,313,485

1 -
The amounts owed to ultimate parent company have no fixed repayment date, are non-interest bearing and
unsecured. . ’

16 Obligations under leases and hire purchase contracts

Operating leases
.- The total of future minimum lease payments is:as follows: .
2019 2018
. £ £
Not later than one year ' ‘ 2,280 © 2,280
Later than one year and not later than five years : 4,560 6,840
6,840 9,120

. 17 Pension and other schemes
Caparo Stakeholder Pension Plan
The company contributes to the Caparo Stakeholder Pension Plan, a UK defined contribution scheme invested
through Scottish Friendly. The pension charge in respect of these arrangements was £20,574 (2018: £28,719).

At 31 December 2019, employer contributions of £3,651 (2018: £2,876) were payable to the Caparo
Stakeholder Pension Plan and are included in creditors. ’
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Caparo Hotels Limited

~ . / :
Notes to the Financial Statements for the Year Ended 31 December 2019 (continued)

18 Caj:ital and reserves N

Allotted, called up and i‘ully paid shares

2019 ) 2018
No. £ . 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
‘ 25,372 17,056 25,372 . 17,056

The 'A' ordinary shareholders are, in total, entitled to 1/50th of ordinary 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 évent 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' ordinary shareholders have 49/50ths of the
voting rights. .

The Company's other reserves are as follows: :
‘ i

The revaluation reserve represents the cumulative effect of revaluations of freehold land and burldmgs which are
revalued to fair value at each reporting date. .

The profit and loss account represents cumulative profits and losses, net of dividends paid and other
adjustments.
19 Related party transactions

Summary of transactions with other related parties

Transactions between two or more members of the group where any sub51d1ary 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 (2018 - £11,500) from a company under the control
of a director. At the year end the balance owed to the company was £1,150 (2018 - £1,150).
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Ca;;aro Hotels Limited

Notes to the Financial Statements fof the Year Ended 31 December 2019 (continued)

20 Parent and ultimate parent undertaking

The 'Rjght 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 Corporation, a company registered in the British Virgin Islands. Caparo International
Corporation ultimately holds the 1ssued share capltal of Caparo Group Limited on behalf of a series of family

trusts.

" The corr;pany's immediate parent is Caparo plc, incorporated in United Kingdom.

21

The ultimate parent is Caparo Group Limited, incorporated in United Kingdom.

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

Non adjustiilg events after the financial period

On 30 January 2020 the World Health Organisation declared the outbreak of the Coronavirus (Covid-19)
pandemic to be a public health emergency of international concern. This is a non-adjusting subsequent event, as
it does not impact the valuation as at the year end date.

Since the yéar-end, due to the global impact of the Coronavirus (Covid-19) pandemic, the value of investments,
assets and liabilities have been impacted. It is not possible, at this time, to quantify the change in markeét value
of hotel property in a meaningful way, due to ongoing volatility as the situation is fluid and unpredictable. The
board are reviewing the impact of the pandemic on the operations of the company on a regular basis and are
taking measures to ensure the risks faced are mitigated, which includes utilising the Government support
measures where appropriate. ’

The most recent valuation report avallable for the Osborne Hotel is at 31 December 2019 wbxch shows a
valuation of £1,750,000. -
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Caparo Hotels Limited -

Notes to the Financial Statements for the Year Ended 31 December 2019 (continued)

22 Prior year restatement

There has been a correction to the tangible fixed asset balance and the revaluation reserve to correct an error in
_the revaluation of tangible assets that occurred in 2017. This had resulted in an overstatement of the total
tangible asset balance of £163,904 as at 31 December 2017 and of £117,405 as at 31 December 2018.
Correspondingly the revaluation surplus on the fixed assets in 2018 and the comprehensive loss movement in
the year 2018 was reduced by £46,499 being the fall in the fixed asset revaluation from 2017 to 2018. As a -
result of the restatement the following balances were restated:

Tangible assets 31/12/2018 As previously stated  Adjustment  Restated
Land/Buildings 1,800,000 (118,884) 1,681,116
Plant & Machinery 117,405 1,479 118,884
- 1,917,405 (117,405) 1,800,000
Statement of Comprehensive Income As at 31 . | . ;
December 2018 ' As previously stated  Adjustment  Restated
Surplus on revaluation of tangible fixed assets 117,649 46,499 164,148
Total comprehensive expense (230,287) 46,499 (183,788)
gevgluaﬁon reserve in Statement of Changes in As previously stated  Adjustment  Restated
quity _ i} S ; : :
As at 1 January 2018 1,296,756 (163,904) 1,132,852
" Asat 31 December 2018 1,068,135 (117,405) 950,730
Total shareholders deficit in Statement of Changes . .
in Equity and Balance sheet As previously stated  Adjustment  Restated
As at 1 January 2018 (2,144,843) "(163,904) (2,308,747)
As at 31 December 2018 (2,375,130) (117,405) (2,492,535)
)
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