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Sykes Cottages Limited
Strategic report, Directors’ report and financial statements
Year ended 30 September 2019

Strategic report
The Directors present their strategic report for the year ended 30 September 2019.

Sykes Cottages Ltd continue to deliver a holiday letting agency service in the UK and Ireland. We
provide multi-channel marketing, to reach millions of customers on and offline. Our booking management
service covers a portfolio of over 15,600 cottages in the UK and kreland.

Business review

Fair review of the business

The profit and loss account is set out on page 8, showing an operating profit for the year ended 30
September 2019 of £9,825,000 (2018: £6,988,000). The Directors are satisfied with the trading performance and
will continue to develop the existing activities of the Company.

During the year, the Company increased the number of properties available for rental and at 30 September 2019
the Company had a stock of 15,600 live properties (20/8: 10,686). No meaningful market share data is
available but by virtue of this stock increase, the business believes its market share has increased.

Sykes Cottages Limited acquired 100% of the ordinary share capital of the following companies during the year:

e  Menai Cottages Limited (14 January 2019)
® NZ Bachcare HoldCo Limited (1 April 2019)

Sykes Cottages Limited acquired the trade and assets of Yorkshire Coastal Cottages on 12 April 2019. The Group
acquired 80% of the share capital of Bachcare Limited on | April 2019.

Sykes Cottages Limited acquired 100% of the share capital of Coast and Country Holidays Limited on 4 October
2019, 100% of the share capital of Carbis Bay Holidays Limited on 28 November 2019 and 100% of the share
capital of Potter TopCo Limited on 18 December 2019. The Group also acquired the remaining 20% of the share
capital of Bachcare Limited on 28 October 2019. The initial accounting is incomplete for these acquisitions as at
the date of authorising these financial statements, and in line with IFRS 3.B66, no further details of these
acquisitions are included within these financial statements.

Key financial indicators

The Company’s key financial and other performance indicators during the year were as follows:

Unit 2019 2018
Revenue £000 70,720 46,521
Gross profitmargin % 64 63
Operatingprofit margin % 14 15
Current ratio 1.5 1.3

Principal risks and uncertainties

The Company operates in a competitive market with regards to price and stock acquisition. The Company
maintains a competitive pricing policy and has strong relationships with property owners in order to minimise
suchrisks.

The Company's activities expose it to a number of financial risks including liquidity risk, foreign currency
risk, interest rate risk, cash flow risk and price risk.

There are concerns about the implications surrounding the UK’s departure from the EU. Economic conditions,
currency volatility and consumer confidence levels could all be adversely affected. For the company
specifically, if consumer confidence levels decrease, then there is a potential impact on the number of holiday
bookings made. We believe our strong domestic based market position, combined with holidays remaining a
high priority consideration for the UK consumer that we will remain in a position to deliver growth.

The Company does not use derivative financial instruments for speculative purposes. The Company enters into
financial derivative contracts to mitigate financial risk and details are included below under the relevant risk

heading.
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Strategic report (continued)

Financial instruments

Objectives and policies

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

Price risk

The prices of the Company’s products are dynamically managed.
Foreign currency risk

The Company makes significant purchases and receives monies from sales denominated in foreign currency.
In order to mitigate the risk of movements in foreign currency rates, the Company enters into foreign
currency derivative contracts.

Credit risk

The Company has a large number of small customers, but the Directors believe that credit risk is mitigated by
the fact that customers are required to pay before the holiday is taken.

Liquidity risk
The Company's cash balances and deposits are managed to provide a balance between maximising interest
rate returns and maintaining access to working capital. We ensure our short term deposits are flexible and

accessible if required. Working capital requirements are monitored on an ongoing basis, so the directors do
not consider there to be a significant risk in this area.

Interest rate risk

Interest is credited on the Company's cash balances at variable rates. In order to mitigate the risk of movements
in interest rates, the Company has put in place an interest rate cap in relation to the third party debt.

Cash flow risk

The directors consider that the main risk concerning cash flow relates to unexpected reductions in demand,
unpaid credit balances and change in interest rates. The company maintains a flexible cost structure that the
directors believe would mitigate the demand risk and unpaid credit balances and interest rate risk are constantly
monitored.

Approved by the Board on 25 February 2020 and signed on its behalf by:

M S Graham
Director
I City Place
Queens Road
Chester
CHI1 3BQ
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Directors’ report
The Directors present their report and the financial statements for the year ended 30 September 2019.

Political contributions
The Company made no political donations or incurred any political expenditure in the year.

Proposed dividend
The Directors do not recommend a payment of a dividend (2018: £nil).

Directors of the Company

The Directors who held office during the year were as follows:
C P Sykes (resigned 28 October 2019)

M S Graham

G Donoghue

Disclosure of information to auditor

The Directors who held office at the date of approval of this Directors' report confirm that, so far as they are each
aware, there is no relevant audit information of which the Company's auditor is unaware; and each Director has
taken all the steps that he ought to have taken as a Director to make himself aware of any relevant audit information
and to establish that the Company's auditor is aware of that information.

Other information

An indication of likely future developments in the business and particulars of significant events which have occurred
since the end of the financial year have been included in the Strategic Report on page 1.

Approved by the Board on 25 February 2020 and signed on its behalf by:

Nideel S Grebicon

M S Graham
Director One City Place
Chester
CHI1 3BQ
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STATEMENT OF DIRECTORS’ RESPONSIBILITIES IN RESPECT OF THE STRATEGIC REPORT,
THE DIRECTORS’ REPORT AND THE FINANCIAL STATEMENTS

The directors are responsible for preparing the Strategic Report, the Directors’ Report 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 they have
elected to prepare the financial statements in accordance with UK accounting standards and applicable law (UK
Generally Accepted Accounting Practice), including FRS 101 Reduced Disclosure Framework.

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:

e select suitable accounting policies and then apply them consistently;
e make judgements and estimates that are reasonable and prudent;

e state whether applicable UK accounting standards have been followed, subject to any material departures
disclosed and explained in the financial statements;

e  assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and

¢ use the going concern basis of accounting unless they either intend to liquidate the company or to cease operations,
or have no realistic alternative but to do so.

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 responsible for
such internal control as they determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error, and have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other irregularities.




e

KPMG LLP

1 St Peter’s Square
Manchester

M2 3AE

United Kingdom

INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SYKES
COTTAGES LIMITED

Opinion

We have audited the financial statements of Sykes Cottages Limited (“the company”) for the year ended 30 September
2019 which comprise the Profit and Loss Account and Other Comprehensive Income, Balance Sheet, Statement of
Changes in Equity and related notes, including the accounting policies in note 1.

In our opinion the financial statements:

e give a true and fair view of the state of the company’s affairs as at 30 September 2019 and of its profit for the
year then ended;

e have been properly prepared in accordance with UK accounting standards, including FRS 101 Reduced
Disclosure Framework,; and :

e  have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable
law. Our responsibilities are described below. We have fulfilled our ethical responsibilities under, and are
independent of the company in accordance with, UK ethical requirements including the FRC Ethical Standard. We
believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

The impact of uncertainties due to the UK exiting the European Union on our audit

Uncertainties related to the effects of Brexit are relevant to understanding our audit of the financial statements. Alt
audits assess and challenge the reasonableness of estimates made by the directors, and related disclosures and the
appropriateness of the going concern basis of preparation of the financial statements. All of these depend on
assessments of the future economic environment and the company’s future prospects and performance.

Brexit is one of the most significant economic events for the UK, its effects are subject to unprecedented levels of
uncertainty of consequences, with the full range of possible effects unknown. We applied a standardised firm-wide
approach in response to that uncertainty when assessing the company’s future prospects and performance. However,
no audit should be expected to predict the unknowable factors or all possible future implications for a company and
this is particularly the case in relation to Brexit.

Going concern

The directors have prepared the financial statements on the going concern basis as they do not intend to liquidate the
company or to cease its operations, and as they have concluded that the company’s financial position means that this
is realistic. They have also concluded that there are no material uncertainties that could have cast significant doubt
over its ability to continue as a going concern for at least a year from the date of approval of the financial statements
(“the going concern period”).




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF SYKES
COTTAGES LIMITED (CONTINUED)

Going concern (continued)

We are required to report to you if we have concluded that the use of the going concem basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis
for a period of at least a year from the date of approval of the financial statements. In our evaluation of the directors’
conclusions, we considered the inherent risks to the company’s business model, including the impact of Brexit, and
analysed how those risks might affect the company’s financial resources or ability to continue operations over the
going concern period. We have nothing to report in these respects.

However, as we cannot predict all future events or conditions and as subsequent events may result in outcomes that
are inconsistent with judgements that were reasonable at the time they were made, the absence of reference to a
material uncertainty in this auditor's report is not a guarantee that the company will continue in operation.

Strategic report and Directors’ report

The directors are responsible for the Strategic report and the Directors’ report. Our opinion on the financial statements
does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the Strategic report and Directors’ report and, in doing so, consider whether, based on our
financial statements audit work, the information therein is materially misstated or inconsistent with the financial
statements or our audit knowledge. Based solely on that work:

. we have not identified material misstatements in the Strategic report and Directors’ report;

. in our opinion the information given in those reports for the financial year is consistent with the financial
statements; and

. in our opinion those reports has been prepared in accordance with the Companies Act 2006.

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report to you if, in our opinion:

e adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not visited by us; or

e the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit; or
We have nothing to report in these respects.

Directors’ responsibilities

As explained more fully in their statement set out on page 4, the directors are responsible for: the preparation of the
financial statements and for being satisfied that they give a true and fair view; such internal control as they determine
is necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error; 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 they either intend to liquidate the company
or to cease operations, or have no realistic alternative but to do so.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS' OF SYKES
COTTAGES LIMITED (CONTINUED)

Auditor’s responsibilities

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 our opinion in an auditor’s report. Reasonable
assurance is a high level of assurance, but does not 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 aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial statements.

A fuller description of our responsibilities is provided on the FRC’s website at
www.frc.org uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities

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.

!

Roger Nixon (Senior Statutory Auditor)
for and on behalf of KPMG LLP
Chartered Accountants

One St Peters Square

Manchester

M2 3AE

28 February 2020



Profit and loss account and other comprehensive income
Jor the year ended 30 September 2019

Note
Turnover 2
Cost of sales
Gross profit
Administrative expenses - normal
Administrative expenses - exceptional 3
Operating profit 3
Other interest receivable and similar income 6
Interest payable and similar charges 7
Profit before taxation
Tax on profit 8

Profit for the financial year

Other comprehensive income

Total comprehensive income for the year

Turnover and operating profit are derived wholly from continuing operations.

The financial statements include the notes on pages 11 to 36.

Sykes Cottages Limited
Strategic report, Directors’ report and financial statements
Year ended 30 September 2019

2019 2018
£000 £000
70,720 46,521
(25,334) (17,392)
45,386 29,129
(31,617 (20,641)
(3,944) (1,500)
9,825 6,988
627 640
(3,773) (570)
6,679 7,058
(1,306) (552)
5,373 6,506
5373 6,506




Balance sheet
At 30 September 2019

Fixed assets

Tangible fixed assets

Intangible fixed assets — goodwill
Intangible fixed assets — other intangibles
Investments

Current assets

Debtors (including £16,740,000 (2018:£16,924,000) due
after more than one year)

Cash at bank and in hand

Creditors: amounts falling due within one year
Net current assets

Total assets less current liabilities

Creditors: amounts falling due after more than one year
Deferred tax liability

Net assets

Capital and reserves
Called up share capital
Profit and loss account

Shareholders’ funds

Sykes Cottages Limited
Strategic report, Directors’ report and financial statements
Year ended 30 September 2019

Note 2019 2018
£000 £000 £000 £000
9 2,168 1,781
10 18,768 6,584
10 21,033 8,394
12 106 15,852
42,075 32,611
13 31,666 27,371
14,373 7,093
46,039 34,464
14 (30,784) (25,826)
15,255 8,638
57,330 41,249
15 (26,669) (17,000)
16 (2,944) (1,188)
(29,613) (18,188)
27,117 23,061
18 - -
27,7117 23,061
27,717 23,061

The financial statements include the notes on pages 11 to 36.

These financial statements were approved by the board of directors on 25 February 2020 and were signed on its

behalf by:

N S Grevan

M S Graham
Director

Company registered number: 4469189




Statement of changes in equity
At 30 September 2019

Balance at 1 October 2017

Total comprehensive income for the year
Profit

Total comprehensive income for the year

Balance at 30 September 2018

Balance at 1 October 2018
Transition to IFRS 15 (net of tax)

Balance at 1 October 2018 (adjusted balance)

Total comprehensive income for the year
Profit

Total comprehensive income for the year

Balance at 30 September 2019

The financial statements include the notes on pages 11 to 36.

Called up share
capital

£000

Called up share
capital
£000

Sykes Cottages Limited
Strategic report, Directors’ report and financial statements
Year ended 30 September 2019

Profit and loss
account

£000

16,555

6,506

6,506

23,061

Profit and loss
account

£000

23,061
(77

22,344

5,373

5,373

27,117

Total
equity
£000

16,555

6,506

6,506

23,061

Total
equity
£000

23,061
(717)

22,344

5,373

5.373

27,717

10
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Notes
(forming part of the financial statements)

1 Accounting policies

Sykes Cottages Limited (the “Company”) is a private Company incorporated, domiciled and registered in England.
The registered number is 4469189 and the registered address is One City Place, Queens Road, Chester, CH1 3BQ.

The Company is exempt by virtue of s400 of the Companies Act 2006 from the requirement to prepare group
financial statements. These financial statements present information about the company as an individual undertaking
and not about its group.

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure
Framework (“FRS 101").

In preparing these financial statements, the Company applies the recognition, measurement and disclosure
requirements of International Financial Reporting Standards as adopted by the EU (“Adopted IFRSs™), but makes
amendments where necessary in order to comply with Companies Act 2006 and has set out below where advantage
of the FRS 101 disclosure exemptions has been taken.

The Company’s ultimate parent undertaking, Sykes Cottages Holdings Limited includes the Company in its
consolidated financial statements. The consolidated financial statements of Sykes Cottages Holdings Limited are
prepared in accordance with International Financial Reporting Standards and are available to the public and may be
obtained from One, St Peter’s Square, Manchester, M2 3DE.

In these financial statements, the Company has applied the exemptions available under FRS 101 in respect of the
foltowing disclosures:

- acash flow statement and related notes;

- . comparative period reconciliations for share capital, tangible fixed assets, intangible assets and investment
properties;

- disclosures in respect of capital management;

- the effects of new but not yet effective [FRSs;

- disclosures in respect of the compensation of key management personnel; and

- Details of transactions with a management entity that provides key management personnel services to the
company.

As the consolidated financial statements of Sykes Cottages Holdings Limited include the equivalent disclosures, the

Company has also taken the exemptions under FRS 101 available in respect of the following disclosures:

- Certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by IFRS 7
Financial Instrument Disclosures.

The Company proposes to continue to adopt the reduced disclosure framework of FRS 101 in its next financial
statements.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods
presented in these financial statements.

Critical accounting judgements and key sources of estimation uncertainty

In the application of the Group’s accounting policies, which are described in Note I, the Directors are required to
make judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and associated assumptions are based on historical experience and other
factors that are considered to be relevant and are reviewed on an ongoing basis. Actual results could differ from
these estimates and any subsequent changes are accounted for with an effect on income at the time such updated
information becomes available.

The most critical accounting policies in determining the financial condition and results of the Group are those
requiring the greatest degree of subjective or complex judgements and estimation. These relate to the valuation of
intangibles arising on acquisition (see 1.13 and note 11) and capitalisation of internal development costs see note
(1.6, 1.8 and note 10).

11
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Notes (continued)

1 Accounting policies (continued)

Critical accounting judgements and key sources of estimation uncertainty (continued)

Valuation of intangibles arising on acquisition

Due to the inherent uncertainty involved in forecasting and discounting future cash flows this is considered a critical
estimate. The estimates used in the valuation of the intangible assets are considered to have a significant risk of
causing a material misstatement, specifically; the estimation of future cash flows, the useful economic life of the
asset, the use of the most appropriate valuation methodology and the selection of a suitable discount rate.

Capitalisation of internal development costs

Due to the inherent uncertainty involved in determining whether costs are capital or expenditure this is considered a
critical judgement. The judgement used in the capitalisation of internal development costs are considered to have a
significant risk of causing a material misstatement, specifically; the judgement on the related development as capital
in nature i.e. enhancement or expenditure i.e. operational or maintenance.

L1 Going concern

The Directors have considered the future trading prospects of the business together with the level of its cash
resources, taking into account reasonable sensitivities, and consider the going concern assumption to be appropriate.
The financial statements have been prepared on a going concern basis for this reason.

1.2 Foreign currency

Transactions in foreign currencies are translated to the Company’s functional currencies at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the
exchange rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies
that are stated at fair value are retranslated to the functional currency at foreign exchange rates ruling at the dates the
fair value was determined. Foreign exchange differences arising on translation are recognised in the profit and loss
account.

1.3 Financial instruments
0] Recognition and initial measurement

Trade receivables and debt securities issued are initially recognised when they are originated. All other financial
assets and financial liabilities are initially recognised when the company becomes a party to the contractual
provisions of the instrument.

A financial asset (unless it is a trade receivable without a significant financing component) or financial liability is
initially measured at fair value plus, for an item not at FVTPL, transaction costs that are directly attributable to its
acquisition or issue. A trade receivable without a significant financing component is initially measured at the
transaction price.

(i) Classification and subsequent measurement
Financial assets
(a) Classification

On initial recognition, a financial asset is classified as measured at: amortised cost; FVOCI — debt investment;
FVOCI - equity investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition unless the Company changes its business
model for managing financial assets in which case all affected financial assets are reclassified on the first day of the
first reporting period following the change in the business model.

A financial asset is measured at amortised cost if it meets both of the following conditions:
- itis held within a business model whose objective is to hold assets to collect contractual cash flows; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.
12
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Notes (continued)

1 Accounting policies (continued)

1.3  Financial instruments

(ii) Classification and subsequent measurement (continued)

Financial assets
(a) Classification (continued)

A debt investment is measured at FVOCI if it meets both of the following conditions:

- it is held within a business model whose objective is achieved by both collecting contractual cash flows and
selling financial assets; and

- its contractual terms give rise on specified dates to cash flows that are solely payments of principal and
interest on the principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Company may irrevocably elect to
present subsequent changes in the investment’s fair value in OCI. This election is made on an investment-by-
investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured at
FVTPL. This includes all derivative financial assets.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are repayable on demand
and form an integral part of the Company’s cash management are included as a component of cash and cash
equivalents for the purpose only of the cash flow statement.

(b) Subsequent measurement and gains and losses

Financial assets at FVTPL - these assets (other than derivatives designated as hedging instruments) are subsequently
measured at fair value. Net gains and losses, including any interest or dividend income, are recognised in profit or
loss.

Financial assets at amortised cost - These assets are subsequently measured at amortised cost using the effective
interest method. The amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and
losses and impairment are recognised in profit or loss. Any gain or loss on derecognition is recognised in profit or
loss.

Debt investments at FVOCI - these assets are subsequently measured at fair value. Interest income calculated using
the effective interest method, foreign exchange gains and losses and impairment are recognised in profit or loss.
Other net gains and losses are recognised in OCI. On derecognition, gains and losses accumulated in OCI are
reclassified to profit or loss.

Financial liabilities and equity

Financial instruments issued by the Company are treated as equity only to the extent that they meet the following
two conditions:

(a) they include no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under conditions that are potentially
unfavourable to the company; and

(b) where the instrument will or may be settled in the company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a variable number of the company’s own equity instruments
or is a derivative that will be settled by the company’s exchanging a fixed amount of cash or other financial
assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the
instrument so classified takes the legal form of the company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.

13
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Notes (continued)

1 Accounting policies (continued)

1.3 Financial instruments (continued)

(i) Classification and subsequent measurement (continued)
Financial liabilities and equity (continued)

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified as at
FVTPL if it is classified as held-for-trading, it is a derivative or it is designated as such on initial recognition.
Financial liabilities at FVTPL are measured at fair value and net gains and losses, including any interest expense, are
recognised in profit or loss. Other financial liabilities are subsequently measured at amortised cost using the
effective interest method. Interest expense and foreign exchange gains and losses are recognised in profit or loss.
Any gain or loss on derecognition is also recognised in profit or loss.

(i) Derivative financial instruments and hedging
Derivative financial instruments

Derivative financial instruments are recognised at fair value. The gain or loss on remeasurement to fair value is
recognised immediately in profit or loss. However, where derivatives qualify for hedge accounting, recognition of
any resultant gain or loss depends on the nature of the item being hedged (see below).

Fair value hedges

Where a derivative financial instrument is designated as a hedge of the variability in fair value of a recognised asset
or liability or an unrecognised firm commitment, all changes in the fair value of the derivative are recogpised
immediately in the income statement. The carrying value of the hedged item is adjusted by the change in fair value
that is attributable to the risk being hedged (even if it is normally carried at cost or amortised cost) and any gains or
losses on remeasurement are recognised immediately in the income statement (even if those gains would normally
be recognised directly in reserves).

(iv) Impairment

The company recognises loss allowances for expected credit losses (ECLs) on financial assets measured at
amortised cost, debt investments measured at FVOCI and contract assets (as defined in IFRS 15).

The company measures loss allowances at an amount equal to lifetime ECL, except for other debt securities and
bank balances for which credit risk (i.e. the risk of default occurring over the expected life of the financial
instrument) has not increased significantly since initial recognition, which are measured as 12-month ECL.

Loss allowances for trade receivables and contract assets are always measured at an amount equal to lifetime ECL.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and
when estimating ECL, the company considers reasonable and supportable information that is relevant and available
without undue cost or effort. This includes both quantitative and qualitative information and analysis, based on the
company’s historical experience and informed credit assessment and including forward-looking information.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a financial
instrument.

12-month ECLs are the portion of ECLs that result from default events that are possible within the 12 months after
the reporting date (or a shorter period if the expected life of the instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over which the
company is exposed to credit risk.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of all cash
shortfalls (i.e. the difference between the cash flows due to the entity in accordance with the contract and the cash
flows that the company expects to receive). ECLs are discounted at the effective interest rate of the financial asset.

Write-offs
The gross carrying amount of a financial asset is written off (either partially or in full) to the extent that there is no
realistic prospect of recovery.

14
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Notes (continued)
1 Accounting policies (continued)
1.4 Classification of financial instruments issued by the Company

Following the adoption of 1AS 32, financial instruments issued by the Company are treated as equity only to the
extent that they meet the following two conditions:

(a) they include no contractual obligations upon the Company to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under conditions that are potentiaily
unfavourable to the Company; and

(b) where the instrument will or may be settled in the Company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a variable number of the company’s own equity
instruments or is a derivative that will be settled by the Company’s exchanging a fixed amount of cash or
other financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the
instrument so classified takes the legal form of the Company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.

L5 Non-derivative financial instruments

Non-derivative financial instruments comprise trade and other debtors, cash and cash equivalents, loans and
borrowings, and trade and other creditors.

Trade and other debtors

Trade and other debtors are recognised initially at fair value. Subsequent to initial recognition they are measured at
amortised cost using the effective interest method, less any impairment losses.

Trade and other creditors

Trade and other creditors are recognised initially at fair value. Subsequent to initial recognition they are measured
at amortised cost using the effective interest method.

Cash and cash equivalents
Cash and cash equivalents comprise cash balances.
Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method, less
any impairment losses.

1.6 Derivative financial instruments and hedging
Derivative financial instruments

Derivative financial instruments are recognised at fair value. The gain or loss on remeasurement to fair value is
recognised immediately in profit or loss. However, where derivatives qualify for hedge accounting, recognition of
any resultant gain or loss depends on the nature of the item being hedged (see below).

Fair value hedges (interest rate swaps)

Where a derivative financial instrument is designated as a hedge of the variability in fair value of a recognised asset
or liability or an unrecognized firm commitment, all changes in the fair value of the derivative are recognised
immediately in the income statement. The carrying value of the hedged item is adjusted by the change in fair value
that is attributable to the risk being hedged (even if it is normally carried at cost or amortised cost) and any gains or
losses on remeasurement are recognised immediately in the income statement (even if those gains would normally
be recognised directly in reserves).
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1 Accounting policies (continued)

L7 Tangible fixed assets

Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

Where parts of an item of tangible fixed assets have different useful lives, they are accounted for as separate items
of tangible fixed assets.

Leases in which the Company assumes substantially all the risks and rewards of ownership of the leased asset are
classified as finance leases. Where land and buildings are held under leases the accounting treatment of the land is
considered separately from that of the buildings. Leased assets acquired by way of finance lease are stated at an
amount equal to the lower of their fair value and the present value of the minimum lease payments at inception of
the lease, less accumulated depreciation and less accumulated impairment losses. Lease payments are accounted for
as described below.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each
part of an item of tangible fixed assets. Land is not depreciated. The estimated useful lives are as follows:

- Computer equipment - 25% per annum on cost
- Office furniture & equipment - 25% per annum on cost
- Plants & Machinery - 25% per annum on cost
- Land & Buildings - 22% per annum on cost (land is not depreciated)

Depreciation methods, useful lives and residual values are reviewed at each balance sheet date.

L8 Intangible assets

Research and development

Expenditure on research activities is recognised in the profit and loss account as an expense as incurred.

Expenditure on development activities is capitalised if the product or process is technically and commercially
feasible and the Company intends and has the technical ability and sufficient resources to complete development,
future economic benefits are probable and if the Company can measure reliably the expenditure attributable to the
intangible asset during its development. Development activities involve a plan or design for the production of new
or substantially improved products or processes. The expenditure capitalised includes the cost of materials, direct
labour and an appropriate proportion of overheads and capitalised borrowing costs. Other development expenditure
is recognised in the profit and loss account as an expense as incurred. Capitalised development expenditure is stated
at cost less accumulated amortisation and less accumulated impairment losses.

Amortisation

Amortisation is charged to the income statement on a straight-line basis over the estimated useful lives of intangible
assets unless such lives are indefinite. Intangible assets with an indefinite useful life and goodwill are systematically
tested for impairment at each balance sheet date. Other intangible assets are amortised from the date they are
available for use. The estimated useful lives are as follows:

Brands (acquired) 10 years
Owner contracts (acquired) 6-9 years
Customer database (acquired) S years
Capitalised software development costs 3-4 years.
Goodwill indefinite life

L9 Employee benefits
Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which the Company pays fixed contributions
into a separate entity and will have no legal or constructive obligation to pay further amounts. Obligations for
contributions to defined contribution pension plans are recognised as an expense in the profit and loss account in the
periods during which services are rendered by employees.
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1 Accounting policies (continued)
LI10 Turnover

Turnover represents amounts chargeable, net of value added tax, in respect of the sale of goods and services to
customers.

Income from all goods and services except for Annual membership is recognised at the point of booking
confirmation or the point at which the service is provided. This is when the transfer of control of the goods or
services transfers to the customer. Income relating to Annual membership is recognised evenly over the year as this
is when the customer has control of the service.

Under IFRS15, revenue principally is recognised at the transfer of control of the goods to the customer whereas [AS
18 revenue recognition was dependent on the transfer of risks and rewards. The only significant change identified is
in timing of revenue for Annual membership and the impact is disclosed in 1.15 Changes in Significant accounting

policies.

111 Expenses
Operating lease payments

Payments (excluding costs for services and insurance) made under operating leases are recognised in the profit and
loss account on a straight-line basis over the term of the lease. Lease incentives received are recognised in the profit
and loss account as an integral part of the total lease expense.

Interest receivable and Interest payable

Interest payable and similar charges include interest payable and net foreign exchange losses that are recognised in
the profit and loss account (see foreign currency accounting policy). Other interest receivable and similar income
include interest receivable on funds invested and net foreign exchange gains.

Interest income and interest payable is recognised in profit or loss as it accrues, using the effective interest method.
Dividend income is recognised in the profit and loss account on the date the entity’s right to receive payments is
established. Foreign currency gains and losses are reported on a net basis.

L12 Taxation

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised in the profit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive income, in
which case it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates
enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous
years.

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. The following temporary differences are not provided
for: the initial recognition of goodwill; the initial recognition of assets or liabilities that affect neither accounting nor
taxable profit other than in a business combination, and differences relating to investments in subsidiaries to the extent
that they will probably not reverse in the foreseeable future. The amount of deferred tax provided is based on the
expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or
substantively enacted at the balance sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available
against which the temporary difference can be utilised.

17




Sykes Cottages Limited
Strategic report, Directors’ report and financial statements
Year ended 30 September 2019

Notes (continued)
1 Accounting policies (continued)
L.13  Business combinations

All business combinations are accounted for by applying the acquisition method. Business combinations are
accounted for using the acquisition method as at the acquisition date, which is the date on which control is
transferred to the Group.

Any contingent consideration payable is recognised at fair value at the acquisition date. If the contingent
consideration is classified as equity, it is not remeasured and settlement is accounted for within equity. Otherwise,
subsequent changes to the fair value of the contingent consideration are recognised in profit or loss.

On a transaction-by-transaction basis, the Group elects to measure non-controlling interests, which have both
present ownership interests and are entitled to a proportionate share of net assets of the acquire in the event of
liquidation, either at its fair value or at its proportionate interest in the recognised amount of the identifiable net
assets of the acquire at the acquisition date. All other non-controlling interests are measured at their fair value at the
acquisition date.

1.14 Goodwill

Goodwill is stated at cost less any accumulated impairment losses. Goodwill is allocated to cash-generating units
and is not amortised but is tested annually for impairment. In respect of equity accounted investees, the carrying
amount of goodwill is included in the carrying amount of the investment in the investee.
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1 Accounting policies (continued)
1.15 Changes in Significant accounting policies

The Group has initially applied IFRS 15 from 1 October 2018. A number of other new standards are effective from
1 October 2018 but they do not have a material effect on the Group’s financial statements. The effect of initially
applying the standard is attributed to the later recognition of the annual membership.

® [FRS 9 Financial Instruments

The Company is required to adopt IFRS 9 from 1 October 2018. The Company has assessed the estimated impact that
the initial application of IFRS 9 will have on its financial statements and there is no significant impact.

® JFRS 15 Revenue from Contracts with Customers

IFRS 15 establishes a comprehensive framework for determining whether, how much and when revenue is recognised.
It replaced IAS 18 Revenue, IAS 11 ‘Construction Contracts’ and IFRIC 13 ‘Customer Loyalty Programmes’. Under
IFRS 15, revenue is recognised when a customer obtains control of the goods or services. Determining the timing of
the transfer of control — at a point in time or over time — requires judgement. In accordance with IAS 18 Sykes
recognised Annual registration fees at the time the property was available for sale on the website and subsequent
anniversaries, as the fee was committed on contract agreement. Under IFRS 15 the Annual registration fee is
recognised evenly over the year as this is when the customer has control of the service.

Sykes cottages has applied the retrospective method (also called ‘cumulative effect method’) for transition to [FRS
15, whereby the cumulative effect of the initial application of IFRS 15 is presented in the opening balance as at 1st
October 2018. Accordingly, the comparative information for 2017/2018 was not restated. Instead it was accounted for
according to the standards for revenue recognition effective during the 2017/2018 financial year.

The following table summarise the impact of adopting the new reporting standard IFRS 15 on the Group's financial
statements.

Balance Sheet (Extract)

1 October IFRS 15 1 October

2018 As £000 2018 As
originally restated
presented £000
£000
Current Liabilities
Trade payables (2,827) - (2,827)
Amounts owed to group undertakings (12,786) - (12,786)
Taxation and social security (1,241) . (1,241)
Other creditors (5,938) (717) (6.655)
Accruals (3,034) - (3,034)
Total Current liabilities (25,826) (717 (26,543)
Total Liabilities (44,014) (77 (44,731)
Net Liabilities 23,061 (717) 22,344
Capital and reserves
Retained earnings 23,061 (117 22,344
23,061 (717 22,344
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1.16  Adopted IFRS not yet applied

The following adopted IFRSs have been issued but have not yet been applied by the Group in these financial
statements. The Group is currently assessing the effect of these standards on the financial statements.

® [FRS 16 Leases

The group is required to adopt IFRS 16 Leases from 1 October 2019 which replaces IAS 17 ‘Leases’. The group has
assessed the estimated impact that initial application of IFRS 16 will have on its consolidated financial statements,
as described below.

IFRS 16 introduces a single, on balance-sheet lease accounting model for lessees. A lessee recognises a right-of-use
asset representing its right to use the underlying asset and a lease liability representing its obligation to make lease

payments.
The group will recognise new assets and liabilities for its operating leases of Properties, vehicles, and office

equipment. The nature of expenses related to those leases will now change because the group will recognise a
depreciation charge for right-of-use assets and interest expense on lease liabilities.

Previously, the group recognised operating lease expenses on a straight line basis over the term of the lease, and
recognised assets and liabilities only to the extent that there was a timing difference between actual lease payments
and the expense recognised.

No significant impact is expected for the Groups finance leases.

Based on the information currently available, the Group estimates that it will recognise additional lease liabilities in
the range of £4,800,000 and £5,000,000 as at 1 Qctober 2019.

For local and head offices Sykes calculates that any lease for purposes of IFRS16 will remain located in those
offices until the lease end date and will not take up any break clauses. For foreign subsidiaries Sykes calculates the
foreign exchange rate by taking the average of the daily rates between the yearend date and the date of the
calculation. For the interest rate Sykes calculates this on the current cost of borrowing.

The transition exemptions Sykes will take on transition are short term leases i.e. less with a term less than 12 months
and low value leases i.e. leases with a value less than £500.

The group plans to apply IFRS initially on 1 October 2019, using the modified retrospective approach. Therefore,
the cumulative effect of adopting IFRS 16 will be recognised as an adjustment to the opening balance of retained
earnings at 1 October 2019, with no restatement of comparative information.
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Notes (continued)

2 Turpover
2019 2018
£000 £000
Rendering of services 70,720 46,521
2019 2018
£000 £000
By geographical market
United Kingdom and Ireland 70,720 46,521
70,720 46,521
2019 2018
£000 £000
Timing of transfer of services
Products and services transferred at point in time 69,988 46,521
Products and services transferred over time 732 -
70,720 46,521

For the transition to IFRS15 as detailed in note 1.15 Changes in Significant accounting policies Sykes has applied
the retrospective method whereby the cumulative effect of the initial application of IFRS 15 is presented in the
opening balance as at st October 2018. Accordingly, the comparative information for 2017/2018 was not restated.
Instead it was accounted for according to the standards for revenue recognition effective during the 2017/2018

financial year.
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3 Expenses and auditor’s remuneration
Included in operating profit are the following:
2019
£000
Foreign currency losses ) 151
Depreciation of owned assets (see note 9) 705
Administrative expenses - exceptional 3.944
Amortisation (see note 10) 4,103

Administrative expenses - exceptional for 2019 total £3,944,000 and comprise of £1,422,000 acquisition costs,
£261,000 office relocation costs, £92,000 staff restructuring costs, £2,164,000 sale related costs and £5,000 one-off

consultancy.

Administrative expenses - exceptional for 2018 total £1,500,000 and comprise of £955,000 acquisition costs,

£232,000 office relocation costs, £149,000 staff restructuring costs and £164,000 consultancy costs

Auditor’s remuneration:

2019
£000

Audit of these financial statements 58

2018
£000

70

Amounts receivable by the Company’s auditor and its associates in respect of services to the Company and its
associates, other than the audit of the Company’s financial statements, have not been disclosed as the information is
required instead to be disclosed on a consolidated basis in the consolidated financial statements of the Company’s

parent, Sykes Cottages Holdings Limited.

4 Staff numbers and costs

The average number of persons employed by the Company (including Directors) during the year, analysed by

category, was as follows:

2019 2018
Number of employees
Administration and support 388 295
Sales 153 73
541 368
The aggregate payroll costs of these persons were as follows:
2019 2018
£000 £000
Wages and salaries 14,515 10,553
Contributions to defined contribution plans 777 228
15,292 10,781
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S Directors’ remuneration
2019 2018
£000 £000
464 -

Directors’ remuneration

The aggregate of remuneration and amounts receivable under long term incentive schemes of the highest paid
Director was £265,000 (2018: £nil) and company pension contributions of £9,000 (2018: £nil) were made to a money

purchase scheme on their behalf.

6 Other interest receivable and similar income
2019 2018
£000 £000
Bank interest receivable - 17
Interest rate hedge - 1t
Loan interest receivable from group undertakings 627 512
Total other interest receivable and similar income 627 640

Interest receivable and similar income includes income from group undertakings of £627,000 (20/8: £512,000).

7 Interest payable and similar charges
2019 2018
£000 £000
On bank loans and overdrafts 2,227 160
Loan interest payable from group undertakings 1,546 410
3,773 570

Total interest payable and similar charges

Interest payable and similar charges includes income from group undertakings of £1,546,000 (2018: £nil).
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8 Taxation

Recognised in the profit and loss account

UK corporation tax
Current tax on income for the period
Adjustments in respect of prior periods

Total current tax charge

Deferred tax (see note 16)

Origination and reversal of temporary differences
Adjustments in respect of prior periods

Effect of tax rate change on opening balance

Total deferred tax (credit)/charge

Tax on profit on ordinary activities

Reconciliation of effective tax rate

Profit for the year
Total tax expense

Profit excluding taxation

Tax using the UK corporation tax rate of 19% (2018:19 %)

Fixed asset differences

Expenses not deductible for tax purposes
Other tax adjustments, reliefs and transfers
Deferred tax relating to hive ups

Group relief claimed

Change in tax rate

Adjustments to tax charge in previous period

Total tax expense

2019
£000

1,714
(79

(319)
(10)

(329)

1,635

1,306

Sykes Cottages Limited
Strategic report, Directors’ report and financial statements

2018
£000

694
(193)

51

2019
£000

5,373
1,306

Year ended 30 September 2019

£000

501

552

2n

(929-)
(112)
(149)

552

Reductions in the UK corporation tax rate from 20% to 19% (effective from 1 April 2017) was substantively enacted
on 26 October 2016. Further reductions to 18% (effective from 1 April 2020) were substantively enacted on 26
October 2016. An additional reduction to 17% (effective from 1 April 2020) was substantively enacted on 6
September 2017. This will reduce the future current tax charge accordingly.
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9 Tangible fixed assets
Land and Computer Plant and Office  Assets under
Building  equipment  Machinery  equipment construction Total
£000 £000 £000 £000 £000 £000
Cost
Balance at ! October 2018 946 1,740 63 262 - 3,011
Additions ) - 277 - 132 418 827
Additions - purchase trade and assets 51 37 S1 145 - 284
Disposals 87 (61) 36) (16) - (200)
Balance at 30 September 2019 910 1,993 78 523 418 3,922
Depreciation
Batance at 1 October 2018 137 902 45 146 - 1,230
Depreciation charge for the year 103 403 32 167 - 705
Disposals (72) 61 (34) “(14) - (181)
Balance at 30 September 2019 168 1,244 43 299 - 1,754
Net book value
At 1 October 2018 809 838 18 116 - 1,781
At 30 September 2019 742 749 35 224 418 2,168
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Notes (continued)

10 Intangible fixed assets

Cost

Balance at 1 October
2018

Additions - acquired
through business
combinations
Additions — internally
developed

Additions - other

Balance at 30 September
2019

Amortisation
Balance at 1 October
2018

Anmortisation for the year

Balance at 30 September

2019

Net book value
At 1 October 2018

At 30 September 2019

Internal software development expenditure has been capitalised for a defined project where the expenditure was
separately identifiable. The cost will be amortised over 3 years which is the estimated useful life of the asset.

The amortisation and impairment charge is recognised in administrative expenses in the income statement.

Goodwill
£000

6,584
12,184

18,768

o

|
|

6,584

18,768

Software
£000

6,804

2,407

1,272

10,483

3,685

2,164

5,849

3,119

4,634

Sykes Cottages Limited

Strategic report, Directors’ report and financial statements

Brands

1,208

2,125

274

317

1,165

3,016

Owner
Contracts
£000
3,549

9,905

13,454

172

1,337

Customer
Database
£000

810

1,033

328

405

|

733

1,438

Year ended 30 September 2019

Total
£000

18,955

25.247

2,407

1,272

47,881

3,977

4,103
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10 Intangible assets (continued)

Goodwill impairment testing

The Group tests goodwill annually for impairment. Goodwill is allocated to the geographical cash-generating unit
(*CGU’) as this is the smallest identifiable group of assets that generates cash inflows independently. The
recoverable amount of the CGU is determined from a value-in-use calculation that uses cash flow forecasts derived
from the most recent financial budgets and forecasts approved by management covering a four year period. Budgets
and forecasts are based on expectations of future outcomes taking into account past experience, adjusted for
anticipated revenue growth, from both businesses acquired in the year and like for like growth and taking into
consideration external economic factors.

Cash flows beyond the four year period are extrapolated using the estimated growth rate of 1.7% into perpetuity.
The growth rate does not exceed the long-term average growth rate for the markets in which the CGU operates.

The pre-tax discount rate of 12.45% is based on the Group’s weighted average cost of capital adjusted for specific
principal risks and uncertainties. The discount rate takes into account the risk-free rate of return, the market risk
premium and beta factor reflecting the average beta for the Group and comparator companies which are used in
deriving the cost of equity.

The Board acknowledges that there are additional factors that could impact the risk profile of the CGU, which has
been considered by way of sensitivity analysis performed as part of the annual impairment test. Significant
headroom exists in the CGU. The level of headroom may change if different growth rate assumptions or a different
pre-tax discount rate were used in the cash flow projections, however there are no likely changes to these
assumptions that would result in any impairment recorded.
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11 Purchase of trade and assets in the period
Transfer of trade and assets in the period

On 29 October 2018 Sykes Cottages Limited acquired the trade and assets of Coast & Country Cottages (Holdings)
Ltd and its subsidiary for £3,860,576 settled by intercompany. Coast & Country Cottages (Holdings) Ltd and its
subsidiary provide a holiday letting agency service.

The transfer of the assets and liabilities has been accounted for using the acquisition method of accounting. A
provisional assessment has been made of the fair value to the Company of the assets and liabilities acquired.

The fair values of the assets and liabilities acquired are as follows:

Book value at Measurement Fair value
transfer adjustment
£000 £000 £000

Net assets acquired

Tangible fixed assets 173 - 173
Intangible fixed assets - 3,275 3,275
Debtors 119 - 119
Cash at bank and in hand 919 - 919
Creditors (1,988) - (1,988)
Deferred tax - (558) (558)
Net assets/(liabilities) Rk 2,717 1,940
Goodwill 1,921
Consideration 3,861

On 31 December 2018 Sykes Cottages Ltd acquired the trade and assets of DCL Newco Ltd and its subsidiary for
£3,881,399 settled by intercompany.

The transfer of the assets and liabilities has been accounted for using the acquisition method of accounting, A
provisional assessment has been made of the fair value to the Company of the assets and liabilities acquired.

The fair values of the assets and liabilities acquired are as follows:

Book value at Measurement Fair value
transfer adjustment

£000 £000 £000

Net assets acquired
Tangible fixed assets 49 - 49
Intangible fixed assets - 1,961 1,961
Debtors 715 - 715
Cash at bank and in hand 220 - 220
Creditors (175) - (175)
Deferred tax - (334) (334)
Net assets 809 1,627 2,436
Goodwill 1,445
Consideration 3,881
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11 Purchase of trade and assets in the period (continued)

On 12 April 2019 Sykes Cottages Ltd acquired the trade and assets of Yorkshire Coastal Cottages partnership for
£2,115,000, satisfied by cash. The business provides a holiday letting agency service. The primary reason for the
business combination is to expand the existing group.

The following table sets out the aggregated book values of the identifiable assets and liabilities acquired on 12
April 2019 and their provisional fair value to the company. The purchase had the following effect on the
Company's assets and liabilities.

Book value at Measurement .

transfer adjustment Fair value
£000 £000 £000

Net assets acquired '
Tangible fixed assets - - -
Intangible fixed assets - 1,173 1,173
Debtors 8 - 8
Cash at bank and in hand - - -
Creditors (144) - (144)
Deferred tax - (199) (199)
Net assets/(liabilities) (136) 974 838
Goodwill 1,277
Consideration 2,115

On 29 April 2019 Sykes Cottages Ltd acquired the trade and assets of Menai Holiday Cottages Ltd for £6,402,287
settled by intercompany.

The transfer of the assets and liabilities has been accounted for using the acquisition method of accounting. A
provisional assessment has been made of the fair value to the Company of the assets and liabilities acquired.

The fair values of the assets and liabilities acquired are as follows:

Book value at Measurement

transfer adjustment Fair value
£000 £000 £000

Net assets acquired
Tangible fixed assets 51 - St
Intangible fixed assets - 3,297 3,297
Debtors 391 - 391
Cash at bank and in hand 596 - 596
Creditors (449) - (449)
Deferred tax - (561) (561)
Net assets 589 2,736 . 3,325
Goodwill 3,077
Consideration 6,402
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11 Purchase of trade and assets in the period (continued)

On 31 May 2019 Sykes Cottages Ltd acquired the trade and assets of Manor Cottages UK Company Ltd for

£7,863,804 settled by intercompany.

The transfer of the assets and liabilities has been accounted for using the acquisition method of accounting. A
provisional assessment has been made of the fair value to the Company of the assets and liabilities acquired.

The fair values of the assets and liabilities acquired are as follows:

Net assets acquired
Tangible fixed assets
Intangible fixed assets
Debtors

Cash at bank and in hand
Creditors

Deferred tax

Net assets

Goodwill

Consideration

Book value at

Measurement

transfer adjustment Fair value
£000 £000 £000
10 - 10

- 3,357 3,357

45 - 245
1,673 - 1,673
(1313) - (1313)
d _(5712) (572)

615 2,783 3,400
4,464

7,864

On 31 May 2019 Sykes Cottages Ltd acquired the trade and assets of Manor Cottages Laundry Services Ltd for

£26,198 settled by intercompany.

The transfer of the assets and liabilities has been accounted for using the acquisition method of accounting. A
provisional assessment has been made of the fair value to the Company of the assets and liabilities acquired.

The fair values of the assets and liabilities acquired are as follows:

Net assets acquired
Tangible fixed assets
Intangible fixed assets
Debtors

Cash at bank and in hand
Creditors

Deferred tax

Net assets

Goodwill

Consideration

Book value at Measurement Fair value
transfer adjustment

£000 £000 £000

7 - 7

19 - 19

26 - 26

26

30




Sykes Cottages Limited

Strategic report, Directors’ report and financial statements
Year ended 30 September 2019

Notes (continued)

11 Purchase of trade and assets in the period (continued)

On 31 May 2019 Sykes Cottages Ltd acquired the trade and assets of Manor Cottages Property Services (South)
Ltd for £66,445 settled by intercompany.

The transfer of the assets and liabilities has been accounted for using the acquisition method of accounting. A
provisional assessment has been made of the fair value to the Company of the assets and liabilities acquired.

The fair values of the assets and liabilities acquired are as follows:

Book value at Measurement

transfer adjustment Fair value
£000 £000 £000

Net assets acquired
Tangible fixed assets - - -
Intangible fixed assets - - -
Debtors 64 - 64
Cash at bank and in hand 2 - 2
Creditors - - -
Deferred tax - - -
Net assets 66 - 66
Goodwill -
Consideration 66
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12 Fixed asset investments

Cost and net book value
At beginning of year

Additions
[nvestment in Menai Cottages Limited
Investment in NZ Bachcare Holdco Limited

Impairment

Investment in Coast & Country Cottages
(Holdings) Limited - transfer of trade and assets
into Sykes Cottages Limited

Investment in Manor Cottages UK Company
Limited, Manor Cottages Laundry Services
Limited and Manor Cottages Property Services
(South) Limited — transfer of trade and assets into
Sykes Cottages Limited

Investment in DCL NewCo Limited — transfer of
trade and assets into Sykes Cottages Limited
Investment in Menai Cottages Limited — transfer
of trade and assets into Sykes Cottages Limited

At end of year

The investment in Menai Cottages Limited took place on 14 January 2019,

The investment in NZ Bachcare Holdco Limted took place on 1% April 2019.

Year ended 30 September 2019

Shares in
group
undertakings
£000

15,852

6,402

(3.909)

(7,956)

(3,881)

(6,402)
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Notes (continued)

12 Fixed asset investments (continued)

The Company has the following investments in subsidiaries:

Principal Registered Class of
place of number  shares held
business/ Ownership
Country of
Incorp
oration
2019 2018

Company
Comwall Holiday Cottages Limited UK 04924028  Ordinary 100% 100%
Coast & Country Cottages (Holdings) Limited UK 08739127 Ordinary 100% 100%
Coast & Country Cottages (South West) Limited UK 04073439 Ordinary 100% 100%
Manor Cottages UK Company Limited UK 05750184 Ordinary 100% 100%
Manor Cottages Laundry Services Limited UK 10315174 Ordinary 100% 100%
Manor Cottages Property Services Limited UK 07675654 Ordinary 100% 100%
Manor Cottages Property Services (South) Limited UK 09084982 Ordinary 100% 100%
Hideaway Holiday Cottages Limited UK 10439904 Ordinary 100% 100%
La Manga Direct Limited UK 03727523 Ordinary 160% 100%
DCL NewCo Limited UK 11421216 Ordinary 100% 100%
Dream Cottages Limited UK 03665465 Ordinary 100% 100%
Menai Holiday Cottages Limited UK 04947297 Ordinary 100% 100%
NZ Bachcare Holdco Limited NZ 7313436 Ordinary 80% -

The registered address of Sykes Cottages Limited is One City Place, Queens Road, Chester, Cheshire, CH1 3BQ
The registered address of all other UK investments is One St Peters Square, Manchester, M2 3DE
The registered address of NZ Bachcare HoldCo Limited is 195 Lambton Quay, Wellington Central, Wellington, NZ
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13 Debtors
2019 2018
£000 £000
Trade debtors 13,707 8,590
Amounts owed by group undertakings 16,740 16,924
Other debtors 224 589
Corporation tax 106 389
Prepayments 889 879
31,666 27,371
14 Creditors: amounts falling due within one year
2019 2018
£000 £000
Trade creditors 2,308 2,827
Contract liability 732 -
Amounts owed to group undertakings 14,333 12,786
Taxation and social security 1,510 1,241
Other creditors 5,493 5,938
Accruals 5,914 3,034
Unitranche debt interest accrual 494 -
30,784 25,826
15 Creditors: amounts falling due after one year
2019 2018
£000 £000
Unitranche debt 27,823 17,000
Capitalised arrangement fee (1,154) -
26,669 17,000
Terms and debt repayment schedule
Year of Facevalue  Carrying Carrying
Currency  Nomina!l interest rate maturity amount Face value amount
2019 2019 2018 2018
£000 £000 £000 £000
Unitranche GBP LIBOR +6.25% 2023 27,823 28,317 17,000 17,000
27,823 28317 17,000 17,000

The carrying amount of debt includes interest accrued at the year end.
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15 Creditors: amounts falling due after one year (continued)
Changes in liabilities from financing activities
Loans and
borrowings
£000
Balance at 1 October 2018 17,000
Changes from financing cash flows
Proceeds from loans and borrowings 10,823
Capitalised arrangement fee (1,340)
Total changes from financing cash flows 9,483
Other changes
Interest expense 1,904
Interest paid (1,410)
Capitalised arrangement fee . 186
Total other changes 680
Balance at 30 September 2019 27,163
16 Deferred tax liabilities

Recognised deferred tax liabilities
Deferred tax liabilities are attributable to the following:

Liabilities Liabilities

2019 2018
£000 £000
Accelerated capital allowances 1,842 1,202
Short term temporary difference 1,102 (14)
Deferred tax liabilities 2,944 1,188
Movement in deferred tax liability during the year
Adjustment Acquired 30
1 October  Recognised dueto  duringthe September
2018 in income IFRS15 period 2019
£000 £000 £000 £000 £000
Deferred tax liability 1,188 (329) (136) 2,221 2,944

17 Employee benefits
Defined contribution plans
The Company operates a number of defined contribution pension plans.

The total expense relating to these plans in the current year was £513,000 (2018: £165,259).

35




Sykes Cottages Limited
Strategic report, Directors’ report and financial statements
Year ended 30 September 2019

Notes (continued)
18 Share capital

2019 2018
£ £

Allotted, called up and fully paid
100 Ordinary shares of £1 each 100 100
Shares classified in shareholders® funds 100 100

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to one
vote per share at meetings of the Company.

19 Related parties
Identity of related parties with which the Company has transacted

The Company rents office premises which are jointly owned by the Directors C P Sykes and L J Teasdale (resigned
January 2016). Rents paid during the year amounted to £60,000 (2018: £60,000).

The Company also rented office premises which are owned by CLM Chester LLP. C P Sykes and M Hill (resigned
February 2017) were Directors in Sykes Cottages Limited and are partners in CLM Chester LLP. Rents paid during
the year amounted to £212,500 (2018: £150,000). £nil (2018:nil) was left in creditors owing to CLM Chester LLP
at year end in relation to these properties.

CLM Chester LLP rents three properties through Sykes Cottages Limited. Commission of £32,531 (2018: £26,261)
were recognised on these properties during the year.

20 Ultimate parent company and parent company of larger group

At the year ended 30 September 2019, the company was a subsidiary undertaking of Sykes Cottages Holdings
Limited which was the ultimate parent company incorporated in United Kingdom. The ultimate controlling party
was Living Bridge LLP.

The largest and smallest group in which the results of the company are consolidated was that headed by Sykes
Cottages Holdings Limited, incorporated in the United Kingdom. No other group financial statements included the
results of the company. The consolidated financial statements of this group may be obtained from One, St. Peter’s
Square, Manchester, M2 3AE.

21 Post balance sheet events

Sykes Cottages Limited acquired 100% of the share capital of Coast and Country Holidays Limited on 4 October
2019, 100% of the share capital of Carbis Bay Holidays Limited on 28 November 2019 and 100% of the share
capital of Potter TopCo Limited on 18 December 2019. The Group also acquired the remaining 20% of the share
capital of Bachcare Limited on 28 October 2019. The initial accounting is incomplete for these acquisitions as at the
date of authorising these financial statements, and in line with [FRS 3.B66, no further details of these acquisitions
are included within these financial statements.

On 28 October 2019, 100% of Sykes Cottages Holdings Limited was acquired by Priestholm Bidco Limited and as
part of this transaction the group took part in a refinance. Due to the acquisition by Priestholm Bidco Ltd post year
end the ultimate parent company or controlling party of Sykes Cottages Holdings Limited is Vitruvian Partners LLP.

22 Contingent Liabilities

The Company previously offered customers travel insurance provided by UK General Insurance

(‘UKGP’). Following a thematic review by the FCA, UKGI have refunded customers for the potential miss-selling
of their insurance policies by Sykes Cottages Limited as an Appointed representative (Amongst other appointed
representatives also under review). The current likelihood of a subsequent material liability for Sykes Cottages is
possible rather than probable, with UKGI requesting a contribution from Sykes Cottages Limited, for which no
liability is accepted.
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