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Burton Waters (H L. & R) Limited
REPORT OF THE DIRECTORS

The directors present their report and audited financial statements for the 14 months ended Z March 2603,

PRINCIPAL ACTEVITY AND REVIEW OF THE BUSINESS

The principal activity of the Company is the provision of sport facilities. There has been no change in this
activity during the period.

RESULTS

The loss for the perfod afier tax amounted to £198,192 (vear ended 31 December 2001 restaied -
£196,648).

REVIEW OF DEVELOPMENTS AND FUTURE BPROSPECTS

On 31 August 2002 the Company was acquired by David Llovd Leisure Limted, a subsidiary of
Whitbread PLC. A number of cost savings are expected to arise s a result of the acquisition, particularly
in the area of labour costs, where the Company will benefit from David Llovd Leisure’s centralised “Club
Support’ function. The directors are confident that efficiencies arising from the acquisition will deliver an
improved performance in the coming year,

DIRECTORS AND THEIR INTERESTS

The directors who served during the 14 months ended 2 March 2003 are listed on page 1. None of the
directors serving at the balance sheet date had any beneficial interest in the shares of the Company.

According to the register miaintained as required under the Companies Act 1985, the beneficial interests of
the directors in shares and options over the ordinary shares in the holding company, Whithread PLC
including shares under the Whitbread PLC Share Ownership Scheme are as follows:

Ordinary shares 2 March 2003 date of appomtment
MRC Feamn 186 63
S Miiler 3015 29,101
GC Wright - -

During the period the following movements in options aver the ordinary share capital of the holding
company, Whitbread PLC, took place:

Options hold at Option Optiong Options Oprions held &t
date of appointment granted exereised lapsed 2 March 2003
Number  Pricefp) Number  Price {p) Number
M Feam 26,960 fay 24000 6410 - - - 50,960
1876 )] 428 441.2 - - - 2,304
S Miller 176,500 {ay 30,000 641.0 - - - 226,900
3.044 (b} 1489 441.2 . - - 4,533
39,354 (e} 20634 - - - 19,634 48,334
GC Wright 12,000 {a) - - - . - 12,000
1,489 {b) - - - - - 1489
2




Burton Waters (H L. & R} Limited
REPORT OF THE DIRECTORS

DIRECTORS AND THEIR INTERESTS {continued)

{a)  the Executive Share Option Scheme
(b}  the Savings Related Share Option Scheme
(c}  the Long Term Incentive Plan

The Long Term Incentive Plan is available 1o directors and other nominated senior executives. It is
designed to motivate them to deliver superior performance and increase shareholder value, so aligning
their own long-term interests with those of the Company and its shareholders.

The Plan rewards executives with shares rather than cash beoefits.  Awards are based on three-year
performance periods and are caloulated by taking half of the executives salary at the start of the period and
dividing it by the Whitbread share price averaged over the five busingss days preceding the start of the
performance period.

The comparator used to measure the Company’s relative Total Shareholder Return performance under the
Plan is a group of 24 peer companies in related industries. These companies are the same as those used a3
a peer group comparison for pay benchmarking purposes. The performance threshold at which payments
are made is the 50™ percentile (i.e. 12 out of 24) measured against the comparator group.

POLITICAL & CHARITABLE DONATIONS
No charitable donations were made in the period (vear ended 31 December 2001 - £1,397).

T AUDITORS

A resolution to appoint Brost & Young LLP will be put to the members at the Ammual Genersl Meeting.

3
The report of the directors was approved by the boardon. . .. g‘{ 4 ,!,@f / 0 ........... and signed on
its behalf by:
Vi
4 ,
Director
3
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Burton Waters (H L & R) Limited

STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE
FINANCIAL STATEMENTS

Company law requires the directors 1o prepare financial statements for each financial year which give 2
trie and fair view of the state of affairs of the Company and of the prefit or loss of the Company for that
period. In preparing these financial statements, the directors are required to:

= gselect suitable accounting policies and then apply them consistently;
*  make judgements and estimates that are reasonable and prudent; and

*  prepare the financial statements on the going concern basis unless # is inappropriate to presume that
the Company will continue in business,

The directors are responsible for keeping proper accounting records which disclose with reasonabie
accuracy at any time the financial position of the Company and to enable them to ensure that the financial
statements coraply with the Companies Act 1983, They are also responsible for safeguarding the assets of
the Company and hence for taking reasorable steps for the prevention and detection of fraud and other
wrregularities.

The directors are responsible for ensuring thut the directors’ report is prepared in accordance with
company law in the United Kingdom.




Burton Waters (H L & R) Limited

INDEPENDENT AUDITORS’ REPORT TO THE MEMBERS OF
BURTON WATERS (H L & R) LIMITED

We have audited the Company's financial statements for the 14 months ended 2 March 2003, which comprise the
Profit and Loss Account, Balance Sheet and the related notes | to 17, These financial statements have been prepared
on the basis of the accounting policies set out thergin,

This report is made solely to the Company’s members, as 2 body, in accordance with Scetion 235 of the Companies
Act 1985, Our audit work has been underfaken so that we might state to the Company'’s members those matters we
& required to state o ther in an auditor’s report and for o other purpose. To the futfest extent permitied by law, we
do not accept or assume responsibility to anyone othier than the Company and the Company's members as 4 body, for
our audit work, for this repert, or for the opinfons we have frmed.

RESPECTIVE RESPONSIBILITIES GF DIRECTORS AND AUDITORS

As described in the Statement of Directors™ Responsibilities, the Company’s directors are tesponsthie for the
preparation of the financial statements in accordance with applicable United Kingdom faw and accounting standards.

Our respounsibility is to audit the finzncial statements In accordance with relevant legal and regulatory requirements
and United Kingdom Auditing Standards.

We report 1o vou onr opinion as o whether the financial statements give a true and fair view and are properly
prepared in accordznce with the Companies Act 1985, We also report to you if, in our opinion, the Directors” Report
is not consistent with the fnancial statements, if the Company has not kept proper accounting records, if we have not
regeived all the information and explanations we reguire for our audit, or if information specified by law reganding
directors” remuneration and transactions with the Company is not disclosed,

We resd the Dircctors’ Report and consider the inplications for our report if we become aware of any spparent
misstatements within it. ’

BASIS OF AUDIT OPINION

We conducted our audit in accordance with United Kingdom Auditing Standards issued by the Auditing Practices
Board. An sudit includes examination, on a test basis, of evidence relevant o the amounts and disclosures in the
finaneial statements. 1 also includes an assessment of the significam estimates and judgements made by the directors
in ghe preparation of the fAnancial statements, and of whether the accounting policies are appropriate to the
Company’s circumstances, consistently applied and adequately disclosed.

We planned and performed our audit 50 as to obtain sl the information and explanations which we considered
necessary in order 10 provide us with sufficient evidence fo give reasonable assurance that the financial statements are
free from material misstaiement, whether caused by fraud or other frregulanity or error. In forming our opinion we
algo evaluated the ovennll adequacy of the presentation of information in the financial statements.

OPINION

In our opinion the financial statements give a True and fair view of the state of sffairs of the Company as at 2 March
2003 and of its loss for the 14 months then ended and bave been properly prepared in acvordance with the Companies
Act 1985,

< al—

FKFE
Repistered Auditor
Lincoin

$. o3
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Burton Waters (H L & R) Limited

PROFIT & LOSS ACCOUNT
for the 14 months ended 2 March 2003

TURNOVER

Cost of sales

GROSS PROFIT
Distribution costs

Adnunistrative expenses

GPERATING LOSS

Intercst payable and similar charges

TRANSFER FROM RESERVES

for the 14 months ended 2 March 2003

PROFIT FOR THE FINANCIAL YEAR

Prior year adjusiment for the change in
accounting policy regarding the depreciation
of land and buildingy

TOTAL GAINS AND LOSSES RECOGNISED
SINCE PREVIOUS YEAR END

note

(2)

(3)

14 months {o
2 March 2003

2,521,787
(1,230,894)

1,290,893
(67.900)
(1,332,009)

(109.016)
(89,176)

{198.192)

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES

14 months to

2 March 20663

(198,192)

(68,304)

(266,496)

12 months to
3} December 2001
(restated)

£

1,718,830
(719,522)

499,308
(112,324)
£915,020)

{28,036)
(168,612}

(196,648)

12 months to
31 December 2001
({restated)

£

(196.648)

(196,648}
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Burton Waters (H L & R) Limited

BALANCE SHEET
as at 2 March 2003

FIXED ASSETS
Intangible assets

Tangible assels

CURRENT ASSETS
Stock

Debtors

Cash

CREDITORS: amounts falling due within one year

NET CURRENT LIABILITIES

CREDITORS: amounts failing due after
more than one vear

NET ASSETS

CAPITAL AND RESERVES
Called up share capital

Profit and loss account

EQUITY SHAREHOLDERS® FUNDS

The financial statements were approved by the board on

Director “\/ MM

2 March

2503

note £
{6} -
N 4,568,009
4,568,009
(8) .
188,847
188,847

(% {3,134,136)
(2,945,289}

{1 (126,692)
1,502,018
(i 1,255,000
{13} (152,97
(14} 1,502,028

v Octubr lot &

34 December
2001
{restated)

£

32,000
4,433,647

4,465,647

22,395
115,847
1,532

139,774

(736,392)

(590,618)

(2,174,809)

1,400,220

2,255,000
{554,780)

1,700,220

and signed by:




Burton Waters (H L & R} Limited

NOTES TO THE FINANCIAL STATEMENTS
for the 14 months ended 2 March 2003

1

ACCOUNTING POLICIES

The fingncial statements are prepared in accordance with applicable sccounting standards. The
particular accounting policies adopied by the directors are described below.

Accounting convention

The financial statements are prepared under the historieal cost convention and in accordance with
applicable Accounting Standards.

Changes to accounting policies

In accordence with the Companies Act 1935 and FRS 15 {Tangble Fixed Assets), depreciation is
being charged on long leaschold property.  The offect on the reported figures is 1o increase the
depreciation charge for the period by £53,124,

FRS 19 (Deferred Tax) has been adopted in the current reporting period. There is no effeet on the
reported figures for either the current or comparative periods.

FRS 13 {Accounting Policies) has been adopted in the current period. It has had ne effect on the
reported figures for either the current or comparative periods,

Farnover

Tumover comprises: joining fees; membership subscriptions; facilities income; and bar and
restaurant income exclusive of value added tax.

Joining fees are non-refundable and are recognised in the accounting period in which they are
received. Subscriptions are released to the profit and loss account over the period to which they
refate. Subscriptions received prior to the perfod to which they relate are recorded as deferred
income. Life membership subscriptions are released to the profit and loss account evenly over five
YOurs,

Leasing and hire purchase commitments

Assets held under finance leases, which are leases where substantially all the risks and rewards of
gwnership have passed to the Company, and hire purchase contracts are capitalised in the balance
sheet and are deprecisted over their usefil economic lives. The capital elements of future
obligations under the leases and hire purchase contracts are included as liabilities in the balance
sheet,

The interest elements of the rental ebligations are charged to the profit and loss account over the
periods of the leases and hire purchase contracts and represent a constant proportion of the balance
of capltal repayments outstanding.

Rentals payable under operating leases are charged in the profit and loss sccount on a straight line
basis over the lease term.




Burton Waters (H L & R) Limited

NOTES TO THE FINANCIAL STATEMENTS
for the 14 months ended 2 March 2003

1)

2)

ACCOUNTING POLICIES {continued)

Tangible fixed assets and depreciation
Tangible fixed assets are swted at cost of acquisition less depreciation.

The costs or valuation of fixed assets is written off on 2 straight line basis over their expected
useful economic lives as follows;

= frechold land i not deprecisted;

»  frechold buildings are depreciated to their estimated residual values over a perfod not
exceeding 50 vears;

= long leaschold properties are deprecizted to their estimated residunl values over the shortest
of: 50 years; their useful economic lives; or their remaining lease periods;

*  fixtures, furmiture and equiprment are depreciated over a period of three to 20 years.

Stock

Stocks are stated at the lower of cost and net realisable value.

Deferred taxstion

Deferred taxation is recognised in respect of all timing differcnces that have originated but not been
reversed by the balance sheet date. Deferred taxation is not recognised where an asset is soid if #t 18
more fikely than not that the taxable gain will be rolled over. Deferred taxation assets are
recognised to the extent that they are regarded as recoverable, Provisions for deferred taxation are
not discounted. Deferred tax assets and liabilities are calculated using the tax rates that have been
enacted or substantively enacted at the balance sheet date.

Cash flow statement

Under the provision of FRS 1 {revised), the Company is exempt from preparing a cash flow
statement as it is a wholly gwned subsidiary of an EC parent company.

TURNOVER

The Company's turnover is solely derived from continuing heaith and leisure activities in the
tinited Kingdom.




Burton Waters (H L & R} Limited

NOTES TO THE FINANCIAL STATEMENTS
for the 14 months ended 2 March 2003

3 OPERATING PROFIT
Operating profit is stated after charging:

Amortisation of intangible assets
Goodwill write offs

Tangible fixed asset write offs
Depreciation of tangible fixed assets

Audit fees

note

{6
{6}
(7
(7}

2003
(14 months)

8,000
24,800
632,709

244,928

Audit fees are bornre by the parent company, David Llovd Leisure Limited.

4 DIRECTORS' REMUNERATION

Aggregate of directors’ emoluments and other benefits

53 STAFF COSTS AND NUMBERS

Wages and salarics
Social security costs

Pension costs

2003
(14 months}

2003
{14 months)

£

971,310
75,306
372

1,046,988

2001
{12 months)
{restated)

£

12,000

1

212,804
4,650

2001
{12 months)

£

46,913

2001
{12 months)

£

F43,483
57,033

800,516




Burton Waters (H L & R) Limited

for the 14 months ended 2 March 2603

5} STAFF COSTS AND NUMBERS (continaed)

Full-time

Part-time

6} INTANGIBLE FIXED ASSETS

Cost or valuation

Az at | January 2002
Write offs

As at 2 March 2003

5 Depreciation

- Asat 1 January 2002
Depreciation for the period
Write-ofTfs

Asgat 2 March 2003

Net book value
As at 2 March 2003

As ar | January 2002

NOTES TO THE FINANCIAL STATEMENTS

2003

Number

50
28

The average number of persons employed by the Company during the period was as follows:

2001

Nuamber

45
24

Goodwill

50,000
(50,0003

1

(18,000}
(8,000)
26,000

32,600

The goodwill balance brooght forward at 1 January 2002 represents the value of memberships
transferred from the Lincoln Indoor Tennis Club (LITC) fo the Burton Waters club, This balance
was written-off during the period, resulting in a £24,000 charge to the profit and loss account,

i




Burton Waters (H L & R) Limited

TANGIBLE FIXED ASSETS

Cost or valuation
Asat | January 2002
Additions

Drisposals

Write offs

As at 2 March 2003

Depreciation

Asat 1 January 2002 (restated)
Pepreciation for the period
Disposals

Write offs

As at 2 March 2003

Ner book value
As at 2 March 2003

Asat 1 January 2002 (restated)

NOTES TO THE FINANCIAL STATEMENTS
for the 14 months ended 2 March 2003

Land and Plant and
buildings machinery Total
£ £ £
4,060,248 688,212 4,748,460
13,362 429 661 443,853
- {3,150} (3,150}
- (81,259 {81,259
4,073,640 1,033,464 5,107,164
{68,304 {246,309} (314,813)
(53,124} {191,804 {244,928}
- 2,096 2,096
- 18,550 18,550
£121,428) {417,667 {539,095)
3952212 615,797 4,568,009
3,991,944 441,703 4,433,647

The net book values of plant and machinery include £117,792 (2001 - £208,675) in respect of
assets held under finance leases or hire purchase contfracis.

Land included above amounts 1o £423,327 (2001 - £423,327).




Burton Waters (H L & R) Limited

NOTES TO THE FINANCIAL STATEMENTS
for the 14 months ended 2 March 2003

8)  DEBTORS

Trade debtors
Other debtors

4] CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

Bank loang and overdrafts

Trade creditors

Other taxation and social security
Net obligations under finance leases
Other creditors

Amournts owed fo group undertakings

As at 31 Degember 2001, the Company had a £250.0900 overdraft facility with Barclays Bank. The

2003 2001
£ £
. 27,352
- 88,495
- 115,847
2603 2001
£ £
- 267,425
. 161,239
- 74,354
71,965 71,963
18,917 215,411
3,043,254 -
3,134,136 730,392

overdraft was repayable on demand and atrracted interest at 2.25% sbove the Barclays base rate.

The overdraft was repaid in full by David Lloyd Leisure Limted following its acquisition of the

Company on 31 August 2002, and the resulting lzbility is now presented within ‘amounts owed to

Group undertakings’.

From 30 August 2002 all purchases made by the Company are in the name of David Lloyd Leisure

Limited and any outstanding Habilities met by the parent company. Consequently, there are no
‘trade creditor’ or *other creditor” balances as at 2 March 2003,

Finance lease and hire purchase creditors are secured on the assets concerned.

13




Burton Waters (H L. & R) Limited

NOTES TO THE FINANCIAL STATEMENTS
for the 14 months ended 2 March 2003

10)  CREDITORS: AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR

2003 2001

£ £

Bank loans - 1,960,134
Net obligations under finance leases 120,692 214,675

120,692 2,174,809

As at 31 December 2001, the Company had a £2 miltion bank loan, secured on the leaschold
building. The bank loan was repaid m full by David Lloyd Leisure Limited following its
acquisition of the Company, and the resulting Hability is presented within “emounts owed to Group
undertakings” as at 2 March 2003,

Finance lease and hire purchase creditors are secured on the assets concerned.

11}  OBLIGATIONS UNDER FINANCE LEASES

2003 001
£ £
Amounts payable:
Within one years 71965 95,934
T two to five vears 120,692 211574
192,657 307,508
12}  SHARE CAPITAL
2603 2001
£ £
Authorised
2,500,000 ordinary shares of £1 cach 2,560,000 2,500,060
Called wup, allonted and fulty paid
2,255,000 ordinary shares of £1 gach 2,255,000 2,253,000




Burton Waters (H L & R) Limited

NOTES TO THE FINANCIAL STATEMENTS
for the 14 months ended 2 March 2003

13) STATEMENT OF MOVEMENTS ON RESERVES

Asat 31 December 2001 as published

Prior year adjustment for the change in accounting policy regarding the
depreciation of fand and buildings

As at 31 December 2001 restated

Loss for the period

As at 2 March 2003

14} RECONCILIATION OF MOVEMENTS IN SHAREHOLBERS® FUXDS

2003
£
Opening sharcholders’ funds as published 1,768,524
Prior vear adjustment for the change in accounting policy
regarding the depreciation of land and buildings (68,304)
Opening sharcholders’ funds restated 1,708,220
Loss attributable 1o ordinary sharcholders (198,192}
Closing sharcholders’ funds 1,502,028

Profit and loss
account

£

(486,476)

(68,304)

(554,780)
(198,192)

(152,972)

2001
{restated)

£

1,519,637

£22,769)

1,896,868
{196,648}

1,700,220

I3
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Burton Waters (H L & R) Limited

NOTES TO THE FINANCIAL STATEMENTS
for the 14 months ended 2 March 2003

15} OPERATING LEASE COMMITMENTS

As at 2 March 2003, the Company had annual commitments under non-cancellable operating leases
as set out below:

2003 2001
£ £

Leases which expire:
Within one year - -
In two to five vears - 8317
In over five years , 19,250 -
10,250 8517

16}  RELATED PARTY TRANSACTIONS

The Company is a wholly owned indirect subsidiary of Whitbread PLC and has taken advantage of
the exemption given in FRS 8 not to disclose transactions with other group companies.

17} ULTIMATE PARENT UNDERTAKING

As at 2 March 2003, the Company was 2 wholly owned subsidiary of David Lloyd Leisure Limited.
At the same date, the uliimate parent company was Whithread PLC, a company incorporated in the
United Kingdom.

Copies of the group accounts are available from the Compuny Secretary of Whitbread PLC at 25%
Floor, CityPoint, One Ropemaker Street, London, EC2Y 9HX.




