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Underdog Restaurants Limited

Directors’ report

The directors present their annual report and the audited financial statements for the year ended 31 December 2012

Principal activities and business review

The principal activity of the company in the year under review was to operate restaurants under the ‘Hawksmoor’
brand

The directors consider the results for the year to demonstrate sirong performance 1 the spie of continued econorme
difficulties that prevailed during the financial year

The directors consider turnover and EBITDA (earnings before interest, taxation, depreciation and amortisation) as the
key performance mdicators for the company Tumover for the year increased from £10,627k in 2011 to £18,070k mn
2012, wath underiving EBITDA rising to £2,686k from £1,716k m companson to 2011 The primary dnvers of the
mmproved performance coming from strong like for like sales 1n the existing restaurants together wath the inclusion of
the new restaurants at Guildhall and Air Street in late 2011 and 2012 respectively

The directors expect the results to continue to reflect the business’ growing populanity and successful branding

Principal risks and uncertainties

The company looks to manage the pnncipal nsks and uncertainties, arising from both internal and external factors
that could impact the company’s performance The company has risk management processes to identify, momtor and
evaluate such 1ssues as they emerge, enabling the Board to take appropriate action where possible

Econonnic and market risk

The economuc environment and general consumer sentiment have a significant bearing on the success of the
company Consumer spending has been affected by the contimung economic difficulues expenenced 1n the Umted
Kingdom Furthermore, the company 1s exposed to the market risks assocrated with the activities and operation of
competing restaurants

The company 1s commutted to maintainmg a hughly desirable customer experience Intemal processes ensure that the
company ts well-positioned to react to market pressures while continuing to deliver a lugh quality product at
competitive prices to 1ts customers

Operational efficiency and cost control

The company faces growing mtermal and external cost pressures These pressures are managed with a focus on
improving supply chain management, operational efficiency and appropnately robust cost control The company ts
constantly looking to implement new imthiatives to mprove cfficiency across 1ts restaurants, resulting i lower
operating costs without compromising product quahity or service levels

Financing and treasury

Key to the financial success of the business 1s the availability of sufficient finance to allow the company to meet 1ts
obligations and to enable 1t to continue to fund its growth through investment in new restaurants and 1n improving its
existing venues The company continues to monitor 1ts working capital position and thus mitigate liquidity nsk

The nature of the busmness 15 such that there 1s mimimal exposure to credu risk. foreign currency exchange nsk or
nterest rate nsk.




Underdog Restaurants Limited

Directors’ report

Going concern

During the year the company made an operating profit of £1.421k (2011 £1,187k} The balance sheet showed net
current habihities of £2,245k (2011 £751k), cluefly due to continued investment in existing and new restaurants and
the timing of the working capatal cycle

The directors, for the reasons set out in the Accounting Policies together wath a capital structure that has appropriately
manageable long-term financing, have a reasonable expectation that the company has adequate resources to continue
in operational exstence for the foresceable future Accordingly, they continue to adopt the going concern basis 1n
preparing the annual report and financial statements

Political and charitable contributions

Dunng the year company made chantable donations of £28k (2011 E18k) for the benefit of vanous chanties

Disabled employees

Applications for employment by disabled persons are always fully considered, bearing in mind the abilities of the
applicant concerned In the event of members of staff becoming disabled every effort s made to ensure that their
employment with the company continues and that appropnate tramming 15 arranged It 1s the pohcy of the company
and that the traiming, career development and promotion of disabled persons should, as far as possible, be 1dentical to
that of other employees

Employee consultation

The company places considerable value on the nvolvement of its employees and has conunued to keep them
mformed on matters affecting them as employees and on the vanous factors affectmg the performance of the
company

Dividends
The directors did not recommend the payment of a dividend 1 the year (2011 £ml)

Directors

The directors who served i the year, except as noted, are presented on page 1 of the annual report

Statement as to disclosure of information to auditor
Each of the persons who 15 a director at the date of approval of ths report confirms that

* 5o far as the director 15 aware, there 1s no relevant audit information of which the company’s auditor 15 unaware,
and

¢ the director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself
aware of any relevant audit information and to establish that the company s auditor 1s aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of 5418 of the Compantes Act
2006
Auditor

Deloitte LLP have expressed their willingness to continue 1n office as auditor and a resolution to reappomt them will
be proposed at the forthcoming Annual General Mectung

Approved by the Board of Directors
and signed on behalf of the Board

A McDauchlan
Secretary

3™ AALL 2013




Underdog Restaurants Limited

Statement of directors’ responsibilities

The directors are responsible for preparing the annual report and the financial statements m accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
drrectors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (Umted Kingdom Accounting Standards and applicable law) Under company law the directors
must not approve the financial statements unless they are satisfied that they give a truc and fair view of the state of
affairs of the company and of the profit or loss of the company for that penod In prepaning these financial
statements, the directors are required to

+ select suitable accounting policies and then apply them consistently,
¢ make judgments and accounting estimates that are reasonable and prudent,

s state whether applicable UK Accounting Standards have been followed, subject to any material departures
disclosed and explained in the financial statements, and

+ prepare the financial statements on the going concern basis unless 1t 1s inappropriate to presume that the company
will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explam the
company’s transactions with reasonable accuracy ai any ume the financial position of the company and to enable
them to ensure that the financial starements comply with the Companies Act 2006 They are also responsible for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other wregulanties




Independent auditor’s report to the members of Underdog Restaurants Limited

We have audited the financial statements of Underdog Restaurants Limited for the year ended 31 December 2012, which
comprise the profit and loss account, the balance sheet, and the related notes 1 to 17 The financial reporting framework
that has been apphed in their preparation 1s apphicable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

This report 1s made solely to the Company’s members, as a body, i accordance with Chapter 3 of Pant 16 of the
Compames Act 2006 Qur audit work has been undertaken so that we might state to the company’s members those
matters we arc required 1o state to them n an auditor’s report and for no other purpose  To the fullest extent permutted
by law, we do not accept or assuine responsiblity to anyone other than the company and the company’s members as a
body, for our audit work, for this report, or for the opintons we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Direclors’ Responsibilities Statement, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view  QOur responsibility 15 to audit and
exptess an opinion on the financial statements in accordance wath applicable law and International Standards on
Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s Ethical Standards
for Auditors

Scape of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matertal misstatement, whether caused by fraud or enror
This includes an assessment of whether the accounung policies are appropriate to the company's circumstances and
have been consistently applied and adequately disclosed, the reasonableness of sigmficant accounting estimates made by
the directors and the overall presentation of the financial statements In additton we read all the financial and non-
financial information 1n the annual report to 1dentify material inconsistencies with the audsied financial statements and to
wdenufy any mformation that 1s apparently matenally incotrect based on or matenially mconsistent with, the knowledge
acquared by us 1n the course of performing the audit If we become aware of any apparent material misstatements or
nconsistencies we consider the imphcations for our report

Opnion on finenoal statements

In cur opimon the financigl statements

e give atrue and fair view of the state of the Company’s affatrs as at 31 December 2012 and of 1is profit for the year
then cnded,

s  have been properly prepared in accordance with Uinited Kingdom Generally Accepted Accounting Practice. and

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

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Directors’ Report for the financial year for which the financial statements are

prepared is consistent with the financial siatements

Matters an which we are required to report by exception

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to teport to you

if, in our opirion

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

s  the financial statements are not 1n agreement with the accounting records and returns, or

«  certain disclosures of directors’ remuneration specified by law are not made, or

+  we have not recerved all the information and cxplanations we require for our audut

—

\
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Jason Davies ACA (Sentor statutory auditor)
for and on behalf of Deloutte LLP

Chartered Accountanis and Statutory Auditor
Readmg, Umted Kingdom

30 Apn) 2013




Underdog Restaurants Limited

Profit and loss account
For the year ended 31 December 2012

2012 2011

Notes £°000 £'000

Turnover 2 18.070 10,627
Cost of sales (11,725) (7,048)
Gross profit 6.345 3,579
Administranve expenses {4,981) (2412)
1,364 1,167

Other operating income 57 20
Operating profit 3 1,421 1,187
Interest payable and similar charges (75) -
Profit on ordinary activities before taxation 1,346 1,187
Tax on profit on ordinary activities 5 (299) (312)

Profit for the financial year 1,047 875

All amounts reported in the profit and loss account relate to contimung operations

There were no recognised gains ar losses dunng the current or prior year other than the loss or profit for that financial
year Accordingly, no statement of total recogused gains and losses has been presented




Underdog Restaurants Limited

Balance sheet
As at 31 December 2012

Fixed assets
Tangible assets

Current assets
Stocks
Debtors amounts due within one year

Debtors amounts due after one year
Cash at bank and 1n hand

Creditors: amounts falling due within one year
Net current habilities

Total assets less current liabilities

Creditors: amouuts falling due after year
Provisions for liabilitzes

Net assets

Capital and reserves

Called up share capatal

Share prenuum

Profit and loss account

Shareholders' funds

Notes

-1

10

14
15
15

2012 2011
£000 £000
6,541 3,250

392 309
722 342
378 195
770 938

2,262 1,784
(4,507) (2,535)
(2,245) (751)
4,296 2,499

(750) -

(127) 127
3,419 2,372
1,001 1,001
2418 1,37
3419 2372

The financial statements of Underdog Restaurants Limited. registered number 05786163 were approved by the Board

of Directors and authonised for 1ssue on 3™ Afec,

Signed on behalf of the Board of Directors

W J ) Beckett
Director




Underdog Restaurants Limited

Cashflow statement
Year ended 31 December 2012

Net cash inflow from operating activities
Returns on investments and servicing of finance
Taxation

Capital expenditure and financial investment

Cash (outflow)/inflow before management of liquid resources
and financing

Financing

(Decrease)/increase in cash in the year

Note
il

12

2012 2011
£°000 £000
2,596 2,120

(75} -

(248) (46)

(3,941) (1927)
(1.688) 147
1.500
(168) 147




Underdog Restaurants Limited

Notes to the financial statements
Year ended 31 December 2012

1.

Accounting policies
Accounting convention

The financial statements have been prepared under the historical cost convention and i accordance wath
apphcable Unuted Kingdom accounting standards

The accounting polictes adopted by the company are set out below and have been applied consistently
throughout the year and are consistent with the preceding year

Going concern

The directors have reviewed the current and projected financial position of the company and, notwithstanding
the current uncertain economic climate and having taken into account that the company has appropriately
manageable long-term financing, fully expect that the company wall have access to adequate resources to
continue m operation for the foreseeable future Accordingly, they continue to adopt the going concern basis
in prepanng the annual report and financial statements

Turnover

Turnover represents restaurant and bar talangs registered at point of sale through electronic tlls, excluding any
discretionary service charge and value added tax

Tangible fixed assets
Tangible fixed assets are stated at historzcal cost, net of depreciauon and any provision for impairment

Depreciatton 18 provided at the following annual rates 1n order to write off each asset over 1ts estimated useful
hfe

Leasehold expenditure - over the duration of the lease
Plant and machinery - 33 33% straight line on cost
Fixtures and fittings - 20% straight line on cost
Stocks

Stocks are valued at the lower of cost and net realisable value on a first-in-first-out basis, afier making due
allowance for obsclete and slow moving items

Taxation

Current tax is provided at amounts expected to be paid (or recovered) using the relevant tax rates and laws that
have been enacted or substanirvely enacted by the balance sheet date

Deferred tax 15 recogmsed 1n respect of all tmung differences that have ongmated but not reversed at the
balance sheet date

Deferred tax 1s measured at the average tax rates that are expected to apply 1n the peniods 1n which the timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substanuially enacted
at the balance sheet date. Deferred tax 15 measured on a non-discounted basis

Leases

Rentals paid under operating leases are charged to the profit and loss account on a straighi-line basis over the
pened of the lease even if payments are not made on such a basis  In accordance with UITF 28, the aggregate
benefit of any rent free period under rental operating leases 1s also taken to income on a straight-hine basis over
the penod to the first rent review




Underdog Restaurants Limited

Notes to the financial statements
Year ended 31 December 2012

2. Turnover

Turnover, attnibutable to continuing operations, 1s denved from the sale of food, wines, spints, other beverages
and sundry items The ongm and destination of all tumover was the United Kingdom

3. Operatmg profit
The operating profit 1s stated after charging

2012 2011

£000 £000

Depreciation — owned assets 650 268
Auditor’s remuneration 22 22
Operating lease rentals — other 602 232
Dhrectors' remuneration and other benefits etc 370 151

4, Staff costs

The average monthly number of employees (including executive directors) was 296 (2011 168) Their
aggregate remuncration comprised

2012 2011

£000 £7000

Wages and salanes 5,930 3.290
Social secunty costs 494 273
Pension contributions 1o private schemes 5 -
6.429 3,563

The lghest paid director 1n the year recerved emoluments of £120.000 (2011 £90,000)

10




Underdog Restaurants Limited

Notes to the financial statements
Year ended 31 December 2012

5. Taxation
{a) Analysis of the tax charge

The tax charge on the profit on ordmnary activities for the year was as follows

2012 2011
£°000 £000

Current tax
UK corporation tax 308 257
Overprovision 1n prior years 9 -
Total current tax 299 257
Deferred tax - 55
Tax on profit on ordinary activities 299 312

{(b)  Factors affecting current tax charge

The tax assessed on the profit on ordmary activities for the year vanes from the effective rate of corporation

tax 1 the UK of 24 5% (2011 26 5%) The differences are reconciled below

2012 2011

£°000 £000

Profit on ordinary acuvities before tax 1,346 1,187

Profit on ordnary activines multipiied by the effective rate of

corporation (ax 1n the UK at 24 5% (2011 26 5%) 330 315

Expenditure not deductible for tax purposes 6 3
Timing differences on fixed assets (28) (61)

Adjustment to tax charge 1n respect of previous periods %) -

Total current tax (note 4 (a)) 299 257

It




Underdog Restaurants Limited

Notes to the financial statements
Year ended 31 December 2012

6 Tangible fixed assets

Cost

At 1 January 2012
Additions

At 31 December 2012
Accumulated depreciation
At 1 Janvary 2012

Charge for the year

At 31 December 2012

Net book value
At 31 December 2012

At 31 December 2011

7 Debtors

Amounts falling due within one year

Trade debtors
Other debtors
Prepayments

Amounts falling due after more than one year

Other debtors

Leasehold  Plant and Fixtures
expenditure machinery and fittings Total
£000 £000 £:000 £000
2,399 616 633 3,648
3,014 627 300 3,941
5413 1,243 933 7,589
116 152 130 398
207 233 210 650
323 385 340 1,048
5.090 858 593 6,541
2.283 464 503 3,250
2012 2011
£000 £000
411 163
30 75
281 104
722 342
2012 2011
£000 £000
378 195

12




Underdog Restaurants Limited

Notes to the financial statements
Year ended 31 December 2012

8. Creditors. amounts falling due witkin one year

Bank loans and overdrafts

Trade creditors

Corporation tax

Other taxation and social secunty
Other creditors

Accruals and deferred income

9. Creditors: amounts falling due after one year

Bank loans

2012 2011
£000 £'000
750 -
917 939
308 257
1,171 642
458 233
903 464
4,507 2,535
2012 2011
£000 £000
750 .
750 -

The bank loan 1s secured by a fixed and floaung charge over the Company's assets and 1s repayable 1n
quarterly instalments over two years commencing March 2013 Interest 1s charged at LIBOR + 3 95%

10 Provisions for liabilities and charges

Provision for deferred taxes

On accelerated capital allowances
Balance at | January 2012
Profit and loss account

Balance at 31 December 2012

2012 2011
£°000 £000

127 127

Deferred
tax
£'0600

127

127

13




Underdog Restaurants Limited

Notes to the financial statements
Year ended 31 December 2012

11

12

13.

Reconcihation of operating profit to operating cash flows

Operating profit
Depreciation
Increase n stocks
Increase 1n debtors
Increase 1n creditors

Net cash mflow from operating activities

Reconciliation of net ¢ash flow to movement in net debt

(Decrease)/increase in cash n the year
Cash flow from increase in debt

Change 1n net debt resuiting from cash flows

Movement 1n net debt 1in the year

Net debt brought forward

Net debt carmed forward

Analysis of net debt

Cash
Bank overdrafis

Debt due within one year
Debt due after one year

Total

31 December

2012 2011
£'000 £000
1,421 1,187
650 268

(83) (205)

(563) (349)
1,171 1,219
2,596 2.120
2012 2011
£000 £'000
(168) 147
(1.500) .
(1,668) 147
(1,668) 147
938 791
(730) 938

Non-cash 31 December

2011 Acquisstions  Cash flow movements 2012
£000 £'000 £°000 £000 £000
938 - (168) - 770
938 - (168) - 770

- (750) (750

- - (750} - (750)

938 - (1,668) - (730)

14




Underdog Restaurants Limited

Notes to the financial statements
Year ended 31 December 2012

14.  Called up share capital

Allotted, issued and fully paid

9.500 Ordmary “A” shares of 1p each
1,820 Ordmary “B” shares of 1p each
7.400 Ordmary “C” shares of 1p each

2012 2011
£ £

95 95
18 18
74 74
187 187

The company has three classes of ordmnary share, each of which carmnes no nght to fixed mcome All shares

are ranked par passu

15. Reserves

Profit
and loss Share
account premium Totals
£'000 £000 £000
At 1 Januwary 2012 1,37 1,001 2,372
Profit for the year 1,047 - 1,047
At 31 December 2012 2,413 1,001 3,419

16.  Operating lease commitments

Annual commitments under non-cancellable operaung leases are as follows

Expinng
Between two and five years
In more than five years

17.  Related party disclosures
Controlling parties

The Company 1s not controlled by a sigle controlling party

Land and buildings

2012 2011
£7000 £000
32 32
675 303

15




