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THE DORCHESTER LIMITED

DIRECTORS' REPORT

The directors present their repcrt together with the gudited accounts for
the vear ended 3laf December, 1989.

RESULTS AND DIVIDENDS

The consolidated loss on ordinary activities after taxation is £7,731,383
(1988: loss of £10,086,789).

The directors do not recommend the payment of a dividend (1988.fnil),

REVIEW OF THE BUSINESS AND FUTURE PROSPECTS
The group continues to own the Dorchester Hotel, Park Lane, London.

In May 1988, the directors announced the details. of a major refurbishment
plan for the hotel. Following the announcemeﬂg,g“the hotel undertook a
progressive closure programme i October 1988 which %ilminated in the temporaxy
clogure of tie hotel as from 23rd December, 1988.

During 1989, capital eipenditure in respeet of the refurbishment prograumme
amounted fo £33.8m. In addition to this the group had placed contracts to the
value of £30.4m,

The group has at its dicjosal a bank credit facility of £40.0m to fund paxt
of the refurbigshment programme.

The hotel will re-cpen for vusliness in the Autumn of 1990, with improved
facilities to include an Oriental restaurent, night club, health club, business
centre and improved standard of decoratiom in the rooms, suites and public areas
and upgraded eleccrical and plumbing dinstallations, kitchen and staff
facllities,

The loss for the year includes a charge of £2,677,206 in respect of direct
expenses arising out of the temporary closure of the hotel. For further details
refer to note 5.

With due regard to the aforementioned events, the directors consider the
results for the year to be satis{actory.

SHARE CAPITAL

During October 1989 cthe authorised share capital of the company was
{ncreased from £14,000,000 to £2¢,600,000; B,600.000 ordinary shares of L1 each
were issued as fully paid as part of che funding arrangzment for the
rofurbishment of the Dorchiester Hotel. In February 1990, the authorised shave
capital was further increased to £38,000,000 and 5,000,000 ordinary shares of £l
each were lssued as fully paild,
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TRE DORCHESTER LIMITED

DIRECTORS' REPORT
{(rontinued)

DIRECTORS
The names of the present directors are:

Lord Bramall (Chairman)

M. Al Fayed

€. Hanbury

F.J. Kledn

R. Obertellli  (appointed 17th March, 1989)
A. Tanna

A. Varsolatoe

The directors do not have any beneficial interests in the share capital of
the company.

EMPLOYEE INVOLVEMENT

The board and management of The Dorchester Limited recognise the importance
of good communications and industrial relations and many efforts were directed
in 1989 to the furtherance of thesae objectives.

DISABLED PERSONS

The company's policy is to give fair consideration to the employment of
disabled persons having regard to their parcicular aptitude. If any existing
ecployee became disabled, every effort would be made to ensure continulty of
enploymens and appropriate training would be given.

DONATIONS

During the year the group donated £393 (1988: [1,643) for charitable
purposes, There were no political denaciens.

AUDITORS

On Ist Janwary, 1990 our auditors changed the name under which they
practise to KPHG Peat Marwick Melintock. In accordance with Section 384 of the
Companies Act 1965, a resolution for the re-appeintment of EPMG Peat Marwick
McLintock as auditors of the company is to be propused at the fortheowing Annual
General Meeting.

By order of the board

am b W RE A
3 o~

{--mmnb:l - e W e 8 e g

Secretary



R
N _,,é!ta\ Vﬂf il

Page 3

a
i
g AUDITORS' REPORT TO THE MEMBERS OF
THE DORCHESTER LIMITED
i :

We have sudited the accounts on pages 4 to 16 in accordance with Auditing
Standards.

P .
P -

; In our opinion the accounts give a true and fair view of the state of

! affairs of the company and of the group at 31st December, 1989 and of the loss
and source and application of funds of the group for the year then ended amd
have been preperly prepared in accordance with the Companies Act 1985.

London Ky @%«M‘/ T o

: Chartered Accountants

194 Jure {250
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THE DORCHESTER LIMITED

CONSOLIDATED PROFIT AND LOSS ACCOUNT

FOR _THE YEAR ENDED 31ST DECEMBER, 1989

TURNOVER
Cost of sales

GROSS PROFLT
Administrative costs
OPERATING PROFIT
Interest receivable
Interegt payable

Exceptional iteums

LOSS ON ORDINARY ACTIVITIES
BEFORE TAXATION

Taxation
LOSS FOR THE FINANCIAL YEAR
Deficit brought forward

DE¥XICIT CARRIED FORWARD

Note

Page 4

1989 1988
£ £

- 19’6961083

- (12,024,643)

- 7,671,440

- (5,623,711)

- 2,047,729

624,338 241,801
(5,698,517) (4,430,304)
(2,677,206} (7,946,015}
(7,751, 385) (10,086,789)
(7.751,385) (10,086,789)
(12,925,462) (2,838,673)
(20,676,847) (12,825,462)

(-2 1-3 1 .J- 8"} ¥--%

The notes on pages 8 to 16 form parct of theee accounts,
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THE DURCHESTER LIMLITED

4

CONSOLIDATED BALANCE SHEEL AT 318T DECEMBER, 1989

Page 5

Note 1989 ' 1988
5 L £ £ £
FIXED ASSETS
Tanglble fixed assets 9 84,474,899 50,706,642
Investments 10 193 193
— e en .
CURRENT ASSETS
Stocks 11 317,898 337,179
Debtors 12 798;925 1 nasl ’387
Investments 18,746 18,746
o Bank and cash balances 4,310,517 4,713,182
5,446,086 6,918,494
CREDITORS: amounts falling
. due within one year 13 (6,105,253) (3,274,139)
S . NET CURRENT (LIABILITIES)/
5 ASSETS (659,167) 4,646,355
" TOTAL ASSETS LESS
i. CURRENT LIABILITIES 83,815,295 54,351,180
o CREDITORS: amounts
<t falling due after
‘. more than one year 14 (83,892,772) (55,276,652)
NET LIABILITIES (76,847} (925,462)
o T S KT IR TR AN D e £ N DR
B
CAPITAL AND RESERVES
Called up share capital 15 20,600,000 12,000,000
Profit and loss account (20,676,847) (12,925,462
. R
(76,847) (925,462)
@ R 20y B WA G T
These accounts were appraved by the boazd
of directors on 2£ii- Tunt, 1900
r“’ﬁ-”‘u
@ 'J’ls:;’zr ;mfi?/
P i
-~ } Directors
E 3
:,Wmﬂ:‘& L W
B The notes on pages 8 to 16 ferm part of these accounts.

p i Tt e i DD 7\ Lol SO
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THE DORCHESTER LIMITED

The accounts were approved by the beoard

of directors on 29Fh fuee, 19¢o,

?‘—*‘"‘“/M )

ereuy

—
- i e Y
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)} Directors

)
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The notes on pages 8 to 16 form part of these accounts.

BALANCE SHEET AT 31ST DECEMBER, 198%
Note 1989
£ £ £
FIXED ASSETS
Investments 10 27,738,920
CURRENT ASSETS
Debtors 12 1,041 G641
Investments 18,746 18,746
Bank and cash balances 22,967 19,684
42,754 19,071
. CREDITORS: amounts falling

due within one year 13 (1,083,086) {1,084,086)
NET CURRENT LIABILITIES (1,040,332)
TOTAL ASSETS LESS CURRENT

LTABILITIES 26,698,588
CREDITORS: amounts

falling due after

more than one year 14 (8,336,743)
HET ASSETS 18,361,845
SAPITAL AND RESERVES
Called up share capital 15 20,600,000
Profit and loss account {2,238,155)

18,361,845

Page 6

1988

£

19,139,920

(1,045,015)

18,094,905

(8,336,743)

9,758,162

23 1 & 3 Nl fri )

12,000,000
(2,241,838)

0,758,162

kY 5.1 1 1 % -1 1.1
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THE DORCHESTER LIMITED
CONSOLIDATED SOURCE AND APPLICATION OF FUNDS
FOR THE YEAR ENDED 31ST DECEMBER, 1989
1989 1988
£ £ £ £
SOURCE OF FUNBS
Loss on ordinary activities
before taxation (7,751,385) (10,086,789)
Adjustment for itexp not
involving the movement
of funds:
Depreciation 60,392 1,100,412
Loss on disposal of
fixed assets 11,287 3,120,095
Loss on translation of
foreign currency lean 63,276 7,026
Profit on disposal of
investments - {(913)
134,955 4,226,620
FUNDS ABSORBED BY OPERATIONS (7,616,430) (5,860,169)
FUNDS FROM OTHER SOURCES
Increase in share capital 8,600,000 11,000,000
Sale of tangible fixed
assets 4,476 28,694
Loan from fellow subsidiary 5,644,788 2,393,821
Loan from holding company 22,000,000 -
Amounts retained on purchase
of fixed assets 908,056 -
Sale of stock - 16,172
37,157,320 13,438,687
29,540,890 7,578,518
APPLIZATION OF FUNDS
Addicions te fixed assets (33,844,412) (3,702,034)
Purchase of investments - (18,746)
Tax paid - {57,242)
(33,844,412) {3,778,022)
(4,303,522) 3,700,490
{DECREASE)/INCREASE 1IN
WORKING CAPITAL
Stocks (19,281) (218,127)
Debtors (1,052,462) (206,923)
Creditors (2,831,114) __ 70,240
(3,902,857) (354,810)
Movement in net liquid funds:
Bank and cash balances (400, 665) 4,155,306
(4,303,522) 3,804,446

B 7R i BT CR iR

The notes on pages 8 to 16 form part of these aecounts,
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THE DORCHESTER LIMITED

NOTES TO THE ACCOUNTS

L, ACCOUNTING POLICIES

Consglidation

The consolidated financial statements incorporate the f£inancial statements
of the company and its subsidlaries made up to the end of the financlal year,
and have been prepared under the historical cost accounting rules as adjusted by
‘the revaluation of certain fixed assets.

Turnover

Turnover represeints amounts invoiced to outslde customers excluding value
added tax.

Depreciation

Prior to the closure of the hotel for rcfurbishment it .as been the group's
practice to maintain freehold property, which comprises the Dorchester Hotel in
a continual stace of sound repalr and ro extend and improve ic from time to
time. The cost of all rvepairs is charged in che profit and loss account. The
directors consider the residual value of the hotel building to be at least equal
to its book value and accordingly no provision for depreciation is made.

The group has sapplied che following policy to the hotel's major
refurbishment programme:

Freehold property has been reclassified as Freehold property in the course
of construction. The cost of the refurbishment will be included within freehold
property in the course of construction and re-allocated between plant and
equipment and freehold property when the work is complete,

Plant and equipment which is to be raplaced will be written off.

P{xed assets will be carried at cost to the group subject to a professional
valuation which the group proposes will be undertaken as at 3lst December, 1981.

The cost of 2long leasehold property is written off in equal annual
instalmencs over the perfod of the leases.

Depreciation is provided to write off the cost of all other tangible fixed
assets over their expected useful lives in equal annual instalments at the
following rates:

Long leasehold imprcvements - 257
Plant and equipment - 10% to 20%
Motor vehicles - 25%

Stocks

Srocks are valued at the iower of cost and ne: realissble valua. Cest is
calculated using the average purchase price method.

Foreign currency

Transactions deneminated in forefign corremcles are translated into sterling
and recorled at the rate of exchange ruling at the date of the transaction.
Balances denominated in a forelgn currency are ctranslatad into sterling at the
exghange rate ruling on the balance sheet date.



iy

o

F Ay

{Hi

THE DORCHESTER LIMITED

NOTES TO THE ACCOQUNTS

i. ACCOUNTING POLICIES (coniinued)

Deferred taration

Provision i1s made for deferred taxation expected to become payable in che
foreseoable future using the liability method.

Pension costs

The anticipated cost of pensions in respect of the Group's defined benefit
scheme is charged to the profit and leoss account so ae to spread the cost of the
pensions over the working lives of employees in the Scheme. The pension cost is
assessed 1n accordance with the advice of an independent qualified actuary on
the basis of triennial waluations using the projected unit method.

2. TURNOVER AND PROFIT

All the group's turnover and profit om oxdinary activities before taxation
is derived from the operation of the Dorchester Hotel, London and therefore
arose within the United XKingdom.

3. DIRECTORS AND EMPLOYEES

(a) Excluding pension contributions, the ewmoluments of the chairman were
£21,154 (1988: £21,454), the emoluments of the highest paid director were
£57,327 (1988: £71,938), the emoluments of the other directors were within the
following ranges:

1989 1?88
fnil 3 1
£l - L 5,000 - 2
£25,001 -~ £30,000 ] 1
£50,001 ~ £55,000 1 -

(b) The number of employees whose emoluments, excluding pension contributions,
fell within the following range were:

1989 1988
£35,00L - £40,000 3 2
£40,001 -~ £45,000 1 1
£55,001 -~ £60,000 - 1
£60,001 - £65,000 - 2
£70,001 -~ £75,000 - 1

{2) The average nusber of persons employed by the group during the yenr was 32
(1988: 569).

(d) The aggregate remuneration of all employeces of the group comprised:

1989 1988

£ £
Wages and salaries 784, 106 7,337,579
Social security costs 76,582 58?.826
Dther pensien coets 56,434 346,812

EIVAR LS By s dyaun
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THE DORCHESTER LIMITED

NOTES TO THE ACCOUNTS

4, INTEREST PAYABLE

Interest payable on bank and other borrowings
repayable within five years
Interest payable to fellow subsidiary company
Finance charges in connection with Bank
Loan facility

5. EXCEPTIONAL ITEM

Additional provisions made &s a result of a
reassessment of employees' remuneration
package {see note 17)

Ex gratias payment to former employee

Expenses attributable to temporary
clesure of hotel:
Redundancy payments
Disposal of fixed assets
Other
Scaff costs
Administrative costs
Storage and warehousing
Ingurances

6. LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION

The loss on ordinary activitles before taxation is stated after charging

the following:

Nate
Depreciation
Auditors' remuneracion
Hire of plant and machlnery
Forelgn exchange losses on loans
Directors emoluments 3
Employwant costs 3

5,646,089

52,428

5,698,517

1989
£

12,553

1,045,977
967,396
423,539
221,741

2,677,206

L1 8 % P13 d-r)

198

£

60,392
18,000
230,186
60,927
155,131
761,995

(-2 8- d 1 -]

Page 10

1988

1,173
4,429,131

4,430,304

R 1N M ML LA S Y B

1988
£

177,000
57,500

4,017,361
3,133,964
560,190

—-—
-
-

7,946,015

1988
i

1,100,412
19,800
132,386
6,820
129,777
8,142,431

E-f~f-f- b _2. 0.1 ¢ J



THE DORCHESTER LIMITED

NOTES TO THE ACCOUNTS

7. TAXATTON

A corporation tax provision is not required due to the availabilicy ¢ tax

logses {1988: £nil).

No provision has been made for deferred taxation.

liability to deferred taxation is as follows:

Page 1l

The full potential

1989 1985
Full " Full

potential potential
Amount liabildity/ Amount  liability/

provided (asset) provided {asset)

£'000 £'000 £'000 £'000
Accelerated capital allowances 1,215 1,215 1,215 1,215
Short term timing differences (1,215) (5,288) (1,215) (3,300)
- (4,073) - (2,094)

8. RESULTS FOR THE FINANCIAL YEAR
A profit for the financial year after taxatlon dealt with within the

accounts of the parent company amounted to £3,683 (1988: £3,089),
profitr and loss account for the company is not presented.

SRR
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THE DORCHESTER LIMITED

NOTES TO THE ACCOUNTS

9. TANGIBLE FIXED ASSETS
Freehold
Group Plant property
Long equipment in the
leasehold and course of
property vehicles construction Total
£ £ £ £
Cost or yaluation:
At lst January, 1989 181,209 1,005,651 49,976,688 51,165,548
Additions - 324,869 33,519,543 33,844,412
Disposals - (52,602) - {52,602)
At 31st December,
1989 181,209 1,277,918 83,498,231 84,957,358
Depreciation:
At lst January, 1989 1,821 457,085 - 458,906
Charge for the year 1,715 58,577 - 60,392
Disposals - (36,839) - (36,839)
At 31st December,
1989 3,536 478,923 - 482,459
Net book value:
At 3lst Decewmber,
1985 177,673 798,995 B3,4%8,231 84,674,899
WE T RS Ay B 3 231 §-%-3 1 J S 5 1 e L § 2 2 t-F % b 1-4
At 31st December,
1988 179,388 548,566 49,978,688 50,706,642

LT E 3 1 1 . J

L -4 4 2 % | |

In July 1984, the Dorchester Hotel was revalued to £45m which approximates
to the amount arrived at by a valuation of the hotel by Pannell Kerr Forster
Assoclates calculated on an open market value basis having regard to the trading

potential of the property.

included at cost.

Svbsequent additions to freehold propercty are

The net book value of fixed assets at 3ist December, 1989 using the
historical cost basis unadjusted by revalvations would be as follows:

Freehold
Flant property
Long equiprent in the
leaschold &nd course of
property vehicles construction Total
£ £ £
Het book value:
ilst December, 1989 177,673 798,995 51,506,139 52,483,607
I Y X RE T A T -4 - 1-F £ 44 ﬂuﬂlﬂ’:’l‘ﬂﬂm - 0-F- 3§ 8-1.0-)
318t Pecember, 1988 179,388 548,566 17,987,396 18,715,350
smaraace o EY E DT RTAVER Y18 Fabrg g 1-2-1 uuunnmnnuft
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THE DORCHESTER LIMITED

NOTES TO THE ACCOUNTS

9. TANGIBLE FIXED ASSETS {(continued)

A tax liability could arise if the freehold property were disposed of at
its book value, Howvever, since there is no intention te dispose of the
property, this liability is unlikely to avrise and no provision has been made in
thess accounts.

Comgany

The company has no tanglble fixed assets.

10. INVESTIENTS
Group Company
Cost £ £
Investment in subsidiary company - 27,738,970
Other investments:
Unquoted shares 193 ~-
193 27,738,920
The company's subsidiaries are!
Country of Shares and

Company name incorporation proportion held
Dorchester Hotel Lipited United Kingdom Ordinary shares 100%
Pageguide Limiced United Kingdom Ordinary shares JO0Z

Preference shares 100%
Dorchester Jewellers Limited United Kingdom Ordinary shares 100%
Hew London Dorchester Jewellers United Kingdom Ordinaxy shares 100%
Limited
11. STGCKS

1989 1988

Group £ £
Food and beverage 106,8%6 101,168
Consumable stock 211,002 236,011

317,898 337,110
Company

The company has no stocks.

i RN SORIPIIEY (N E AV L
S g e ,




THE DORCHESTER LIMITED

NOTES TO THE ACCOUNRTS

12, DEBTORS
1989
Group £
Trade debtors 28,684
Other debtors 36,451
Prezpayments and accrued income 136,554
VAT recoverable 597,136
798,925
Company
Other debtors 949
Prepayments and accrued ilncoma 92
1,041
i3. CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR
1985
Group L
Trade creditors -
Other creditors including taxation
and secial gsecurity 66,485
Acecruals and deferred income 6,038,768
6,105,253
Other creditors including taxation and social security:
Other taxation 20,482
Soclal recuritcy 10,115
Other creditors 35,888
66,485
Company
L
Trade creditors 1,000
Amounts owed %o subsidiary company 1,082,086
T,083,08¢
M ILTTRIMRY

in ! ,ﬂ‘ DA

Page 14

1,328,105
122,005
401.277

1,851,387

800 3-F-1 3 1 ]

641

641

928,637

1,613,639
731,863

3,274,139

L F-dog-f F 1.7 ]

627,069
189,104
797,466

1,613,639
£

1,000
1.083, 086

1,084,086

A kY P23 N R 3 KD LY




THE DORCHESTER LIMITED

NOTES TO THE ACCOUNTS

Page 15

14, CREDITORS: AMOURTS FALLING DUE AFTER MORE THAN ONE YEAR
Group
1989 1588
£
Loans from holding company., The loans ara
unsecurad, subordinated, interest free and
not repayable before 2014 and 1995 (see
loans to company below) 30,336,743 8,336,743
Loans from fellow subsidiary including
interest payable. The loans are unsecured,
subordinated and not repayable before 1999 52,647,973 44,939,909
82,984,716 55,276,652
Other: Amounts retained on purchase of
fixed assets 908,056 -
83,892,772 55,276,652
Loans from fellow subgidiary at floating rate 37,537,570 37,474,294
Acerued Interest 15,110,403 9,465,615
52,647,973 46,939,909

The interest on the floating rate loans is related to provalling market
rates, At 3lst December, 1989, the interest rate on these loans was 16.125%
(1988: 15.125%). No interest is charged on the accrued interest.

Comganz

Leoan from holding company. The loan 1is
unsecured, subordinated, interent free
asnd not repayable before 1995

15, CALLED UF SHARE CAPITAL

Authorised:
Ordinary shares of il each

At the Annual General Meeting held on 16th October,
share capital of the company was increased te 20,600,000 ardinary shaves of £l

sach,

Allotted and fully paid:
Ordinary shares of £1 ecach

Al NE AL F ARt Sur i T

1983

£

8,336,743

N TS IC M

1889

£

20,600,000

DAROTIMAN MO

20,600,090

3 R T S T e

1989 cthe

e 51 N

1988

8,336,743

IR AR AT T X

158

w——

£

14,000,000

5 6 TR I WS K 10 Y Dy

12,000,000

X 10T 0 TN 6 R e

authorised
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Page 16
THE DORCHESTER LIMITED

@ NOTES TO THE ACCOQUNTS

15, CALLED UP SHARE CAPITAL (continued)

A further 5,000,000 ordinary shares of £1 each were issued fully paid in

) February 1990. At an Extraordinary General HMeeting held on 15th February, 1990,

& the authorised ordinary share capital of the company was further increased to
38,000,000 Ordinary shares of £I each.

16. CAPITAL COMMITMENTS
158 1988
Groug £ £
Contyacted but not provided 30,359,928 11,092,221
e S L T I N e N e
Authoriged but not contracted 7,267,568 51,653,454
L L bl 13 1174 T 3G T A RS Y
Comganz

The company has no capital commitments.

17. PENSION SCHEME

The Group operates a pension scheme providing benefits based on final
pensionable pay. The assets of the scheme are held independently from those of
The Dorchester Limited and its subsidiaries.

The Dorchester Hotel Retircment Benefits Schems was the subject of an
actuarial valuation as ac 6th April, 1988. The valuation was carried out by an
independent qualified actuary using the projected unit method and on an ongoing
basis. The principal asaumprions applied in the valuation calculation are those
relating to the rate of return on investments and the rates of increase in
salaries and pensions. It was assumed that the investment returns would exceed !
the average salary increases by 17 per snnum compound and future pensions would
increase at the rate of 37 per annum compound.

The most recent actuariol valuation showed that the market value of the
lcheme's assets was £4,7m and that the actuarial value of those agsets
represented 100% of the benefits that had accrued to members, after allowing for
expected future incresses in earnings. The contributicns of the company angd
o employees will remain at 4% and 12.4% of earnings respectively,

The pemsion cost for the Group for the year wns £62,436 (1988: £345,812),
Pension benefits of certain long serving employees were lmproved during 1987 fer
which an additjonal f£inal provision of £177,000 was made in the 1988 accounts
{(note 5},

18, POST BALANCE SHEET EVENT

During February 1990, the authorised ghare capital was dncreased to

£38,000,000 and the company issued a furcher 5,000,000 ordinary shares of £l

o each, bringing che total issued share capital to 25,600,000 ordinary shares of
{1 each.

19. ULTIMATE HOLDING COMPANY

The company's uleimate holding company fe Azim Investmont Establishuent, a
company ltcerporated in Liechtenstein.




