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The Cavendish Hotel {London) Limited

Report of the directors for the year ended 31 December 2011
(registered number 5926753)

The directors present thetr repart and the audited financial statements of the company for the year ended 31
December 2011

Principal activities and business review

The company owns and operates The Cavendish Hotel in London The directors are pleased to report that the
company generated an operating profit of £6,782,000 (2010 £4,711,000)

The results for the company for the year are set out in the profit and loss account on page 7
Future developments

The directors will continue to develop and promote the hotel

Principal risks and uncertainties

The management of the business and the execution of the company’s strategy are subject to a number of
nsks

The key business nsks affecting the company are set out below

Risks are formally reviewed by the board and appropnate processes put in place to monitor and mitigate them
If more than one event occurs, it 1s possible that the overall effect of such events would compound the
possible effects on the company

Economic and financial nsk

The company's business I1s exposed to the nsk of negative developments in the global and regional
econaomies and financial markets, etther directly through the impact of third party hotel owners and developers,
bankers, suppliers or customers These developments can result in recession, inflation, deflation, currency
fluctuations, and restrichions in the availlability of credit, business fallures or increases In finance costs Such
developments might increase operating costs and reduce revenues

Commercial and market nsk

Risks are an integral part of normal commercial practices, and where practicable steps are taken to mitigate
such nisks

The company operates within the global hotel industry which 1s highly competitive, and failure to compete
effechively in terms of quality of product, levels of service or price can have an adverse effect on earnings
Significant pressure from such compettion may lead to reduced marging

The company competes with other four star hotel operators for management opportunities, and a falure to
compete successfully could adversely affect its business



The Cavendish Hotel (London) Limited

Report of the directors for the year ended 31 December 2011 (continued)
{registered number 5926753)

Directors

The directors of the company during the year ended 31 December 2011 were
A S Barclay

H M Barclay

C Fahy

R K Mowatt

PL Peters

M Seal

Results and dividends

The retained profit of £3,371,000, (2010 £2,709,000) has been transferred to reserves The directors do not
recommend the payment of a dividend for the year ended 31 December 2011 (2010 £mil)

Employee involvement

The company has continued to mantain its commitment to employee involvement throughout the business
Employees are kept well informed of the performance and objectives of the company through personal
brnefings, regular meetings and e-mal

Equal opportunities

The company 1s committed to an active equal opportunihes policy from recrutment and selection, through
training and development, appraisal and promotion to retrement

It 1s the company’s policy to promote an environment free from discnmination, harassment and victimisation,
where everyone will receive equal treatment regardless of gender, colour, ethnic or national ongin, disability,
age, mantal status, sexual onentation or religion All decistons relating to employment practices will be
objective, free from bias and based solely upon work crtena and individual ment

The company 1s responsive to the needs of its employees, customers and the community at large and i1s an
orgamisation that endeaveurs to use everyone's talents and abiities to the full

Creditor payment policy

For all trade creditors, it 1s the company’s policy 10

. agree the terms of payment at the start of business with the suppler,
. ensure that supphers are aware of the terms of payment, andg
. pay In accordance with s contractual and other legal obligations




The Cavendish Hotel (London) Limited

Report of the directors for the year ended 31 December 2011 (continued)
{registered number 5926753)

Statement of directors’ responsibilities

The direclors are responsible for prepanng the report of the directors and the financial statements n
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements In accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) 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 year

In preparing these financial statements, the directors are required to

a) select sutable accounting policies and then apply them consistently,

b) make judgements and accounting esttmates that are reasonable and prudent,

c} state whether applicable United Kingdom accounting standards have been followed, subject to any
matenal departures disclosed and explained in the financial statements,

d) prepare the hinancial statements on the going concern basis unless 1t 1s Inappropnate to presume that the
company will continue in business

The directors are responsible for keeping adequate accounting records that are sufiicient to show and explamn
the company's transactions and disclose with reasonable accuracy at any time the financial postion of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006 They
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregulanties

The directors are responsible for the maintenance and integrity of the company's website Legislation 1n the
Unted Kingdom governing the preparation and dissemmnation of financial statements may differ from
legislation in other junsdictions

Disclosure of information to auditors

So far as the directors are aware, there 1s no relevant audit information of which the company’s auditors are
unaware and the directors have taken all the steps that ought to have been taken as directors in order to make
themselves aware of any relevant audit information and to establish that the company's auditors are aware of
that information




The Cavendish Hotel (London) Limited

Report of the directors for the year ended 31 December 2011 (continued)
{registered number 5926753)

Financial nsk management

The company’s activities expose It to a vanety of financial nsks, including credit nsk, hquidity nsk and cash
flow nsk The company’s overall financial nsk management objective 1s to minimise its potential adverse
effects on the financial performance of the company

{a) Credit nsk

Credit nisk anses from acceptance of credit card payments from customers The company manages
this nsk by only pre-authonsing credit card payments prior to the customer occupying the rooms

(b} Liquidity nsk

The company practises prudent hiquidity risk management o minmise the mismatch of financial
assets and lhabilites and to mantan sufficient funding requirements for working capital The company
has debt facithes that are designed to ensure the company has sufficie availlable funds for
operations and planned expansions

(c) Interest rate cash flow nsk

The company has both interest bearing assets and interest beanng habiities Interest bearnng assets
consist of cash balances Interest beanng habiles consist of external loan commitments

By order of the board

M

M Seal
Director ,

L ppa\ 2012




The Cavendish Hotel (London) Limited

Independent auditors’ report to the members of The Cavendish Hotel (London)
Limited

We have audited the financial statements of The Cavendish Hotel (London) Limited for the year ended 31
December 2011 which compnse the Profit and Loss Account, the Balance Sheet, the Cash Flow Statement
and the related notes The financial reporting framework that has been applied in their preparation 1s
appheable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice)

Respective responsibihties of directors and auditors

As explained more fully in the Statement of Directors’ Responsibiliies set out on page 3 the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view Qur responsibility 1s to audit and express an opinion on the financial statements in accordance with
apphcable law and international Standards on Auditing (United Kingdom and lreland} Those standards
require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the company's members as a body In
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose We do not, In
giving these opinions, accept or assume responsibility for any other purpose or to any other person to whom
this report 1s shown or into whose hands it may come save where expressly agreed by our prior consent in
writing

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient
to gve reasonable assurance that the financial statements are free from matenal misstatement, whether
caused by fraud or error This includes an assessment of whether the accounting policies are appropriate to
the company's cwcumstances and have been consistently appled and adequately disclosed, the
reasonableness of significant accounting estimates made by the directors, and the overall presentation of the
financial statements In additon, we read all the financial and non-financial infermation in the Financial
Statements to 1dentify matenal inconsistencies with the audited financial statements If we become aware of
any apparent matenal misstatements or inconsistencies we consider the implications for our report

Opinion on financial statements

In our opiien the financial statements

+ gve a true and fair view of the state of the company’s affairs as at 31 December 2011 and of its
profit and cash flows for the year then ended,

+ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

« have been prepared in accordance with the requirements of the Companies Act 2006
Optnion on other matter prescribed by the Companies Act 2006

in our opnion the information given in the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements




The Cavendish Hotel (London) Limited

Independent auditors’ report to the members of The Cavendish Hotel (London)
Limited (continued)

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

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

. the financial statements are not in agreement with the accounting records and returns, or
. certain disclosures of directors’ remuneration specified by law are not made, or
. we have not received all the information and explanations we require for our audt

Simon O’Brien (Senior Statutory Auditor)
For and on behalf of PncewaterhouseCoopers LLP

Chartered Accountants and Statutory Auditors
1 Embankment Place, London, WC2N 6RH

0 an'l 2012




The Cavendish Hotel (London) Limited

Profit and loss account for the year ended 31 December 2011

Re-stated

2011 2010

NOTE £'000 £'000

Turnover 15,261 14,111
Cost of sales __ (a252) _ (3951)

Gross profit 11,009 10,160

Administrative expenses {5,131) (6,326)

Other net operating Income 904 877

Operating profit 2 6,782 4,711
Net interest and similar charges 5 _ (2,807) {2,002y

Profit on ordinary activities before taxation 4,475 2,709

Tax on profit on ordinary activities L] (1,104} -

Profit for the financial year 13 3,371 2,709

All activities are classihed as continuing

The company has no recognised gains or losses other than the profit during the current or prior financial year,
and accordingly a statement of total recogrised gains and losses has not been prepared

For the current and prior financial years, there are no diferences between the profit and its histoncal cost
equivalent



The Cavendish Hotel (London) Limited

Balance sheet as at 31 December 2011
(registered number 5926753)

2011 2010

NOTE £'000 £000 £'000 £000
Tangible fixed assets rd 114,486 113,509
Current assets
Stock 8 37 44
Debtors g 966 1,323
Cash at bank and in hand 1,463 1,173

2,466 2,540

Creditors- amounts failing due within
one year 10 (2,823) (94,429)
Net current liabilities (357)_ (91,889)
Total assets less current habilities 114,129 21,620 .
Creditors amounts falling due after
more than one year 10 (111,138) (22,000)
Net assets/{liabthties) 2,991 380
Capital and reserves
Called up share capital 12 - -
Profit and loss account 13 2,991 380)
Total shareholders’ funds/(deficit) 13 2,99 380

The financial statements on pages 7 to 16 were approved by the Beard of Directors on # ﬂpﬂl’s 2012 and

were signed on its behalf by

o @ WM(

M Seal R K Mowatt
Director Director



The Cavendish Hotel {London) Limited

Cash flow statement for the year ended 31 December 2011

Net cash inflow from operating
activiies

Returns on investment and
servicing of finance
Interest received

Interest paid

Net cash outilow from returns on
investments and servicing of finance

Taxation
UK Corporation tax charge

Capntal expenditure and financial
investment
Purchase of 1angible fixed assets

Net cash inflow before financing

Financing
Decrease in bank borrowings

Increase/{decrease) in net cash

2011 2010
£'000 £'000 £'000 £000
9,141 7,524
6 12
(2,301) (1,991)
(2,295) (1,979)
—__(1.004) -
_ (1,880) . (723)
4,052 4,822
_ 3762) — (&8213)
290

(2,091)




The Cavendish Hotel {(London) Limited

Cash Flow Statement for the year ended 31 December 2011 (continued)

Reconciliation of operating profit to operating cash flows

2011 2010
£000 £'000
Operating profit 6,782 4,711
Depreciation 1,333 2,904
Decrease/(increase) in stock 7 (12)
Increase in debters (262) 4
Increase/(decrease) in credifors 1,281 {75)
Net cash inflow from operating actwvities 9,141 7,524
Reconcibation of net cash flow to movement in net debt
2011 2010
£000 £000
Increase/(decrease} in cash for the year 290 (2,091)
Decrease In debt 3,762 6,913
4,052 4,822
Net debt at start of year (113,727) (118,549)
Net dehbt at end of year {109,675) {113,727)
Analysis of changes In net debt
1 January Non-cash 31 December
2011 Cash flows ttems 20Mm
£000 £'000 £'000 £'000
Cash at bank and in hand 1,173 290 - 1,463
Bank loans {92,500} 3,762 - (89,138)
Helding company loans {(22,000) - - (22,000}
(113,727) 4,052 - (109,675}

10



The Cavendish Hotel (London) Limited

Notes to the financial statements for the year ended 31 December 2011

Principal accounting policies

Basis of preparation

The financial statements are prepared in accordance with the Companies Act 2006 and applicable
accounting standards in the United Kingdom under the histoncal cost convention The more important
accounting policies of the company which have been applied consistently are set out below

Tangible fixed assets
Tangible hixed assets are held at histoncal cost ncluding the costs attnbutable to bringing the asset to its
working condition and less accumulated depreciation on a straight ine basis as follows

Long leasehold properties shorter of the lease term and 150 years
Fixtures, fitings and equipment 410 7 years

Where any permanent diminution of the property value 1s incurred, a provision 15 made in the profit and loss
account The directors estimate of residual values based on pnces prevaling at the year end or subsequent
independent valuation

Turnover

Turnover, which excludes value added tax, compnses the company’s income from the operation of its hotel
This anses prnimanly from the letting of room and surte accommodation and the service of food and hiquor
Revenue I1s recognised on the dailly cccupation of accommedation and once a service has been rendered

Stocks
Stocks are valued at the lower of cost, and net realisable value Provision 1s made for obsolete, slow moving
and defective stock

Taxation
Corporation tax 15 provided on taxable prohts at the standard rate of corporation tax in the United Kingdom of
26 5 percent (2010 28 percent)

Deferred tax is accounted for on an undiscounted basis at tax rates enacted or substantially enacted at the
balance sheet date on all differences ansing from the inclusion of items of income and expendrture in taxation
computations in periods different from those in which they are included in the financial statements A deferred
tax asset 1s only recognised when it is more likely than not that the asset will be recoverable in the foreseeable
future out of surtable taxable profits from which the underlying timing differences can be deducted

Pension costs
Contnbutions are made to the personal plans of certain employees The expenditure Is charged to the profit
and loss account in the period fo which it relates

Financing costs

Arrangement fees and other 1ssue costs incurred as a result of entering into loan and other facilities are netted
againsl the gross value of the loan and are subsequently amorised over the length of the related ioan or
facility

Other operating mncome

Other operating income represents income from shop rentals, mehile phone mast rentals, garage rentals and
the provision of other services to customers The income 15 recognised on an accruals basis, in accordance
with the relevant agreements, in order to match to the provision of service,

11
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b)

The Cavendish Hotel (London) Limited

Notes to the financial statements for the year ended 31 December 2011
(continued)

Profit on ordinary activities before taxation

201 2010
£°000 £'000
Operating profit is stated after charging
Auditors’ remuneration for audit services 18 17
Depreciation of tangible fixed assets 1,333 2,904

Directors’ emoluments

Apart from one director, all other directors are paid by other group compantes for ther services as a whole and
no specthic allocation of therr remuneration has been made in respect of this company The amounts disclosed
below relate wholly to the highest paid director

2011 2010

£'000 £'000

Director's emoluments 227 217
Pension contnbutions 15 15
242 232

Retirement benefits are accruing to one director (2010 one) under a defined benefits scheme
Employee information

The average number of persons employed by the company {excluding executive directors) dunng the year 1s
analysed below

2011 2010
number number
Selling and Distnbution 100 91
Admurustration 11 10
111 101
The aggregate payrolfl costs of these persons were as follows
2011 2010
£'000 £'000
Wages and salanes 2,422 2,218
Social secunty costs 212 203
Pension costs 45 45
2,679 2,464

The pension costs represents contnbutions payable by the company to a personal pension scheme approved
under the stakeholder pensions rules At 31 December 2011 contnbutions of £nif (2010 £nil) were due to the
scheme

12



The Cavendish Hotel (London) Limited

Notes to the financial statements for the year ended 31 December 2011

{continued)

Net interest payable and similar charges

Interest payable and similar charges
Amortisation of bank loan arrangement fee

Interest receivable and similar income

Taxation on profit on ordinary activities

Current tax-

United Kingdom corporalion tax on profit for the financial year
Group relef paid and payable

Total current tax

Deferred tax
Deferred tax

Tax charge on profit on ordinary activities

The taxation charge s different to the standard rate of corporation

tax in the United Kingdom 26 5% (2010 28%) The differences
are explained below

Profit on crdinary activities before tax

Profit on ordinary activites multiphed by the standard rate in the

United Kingdom of 26 5% (2010 28%)

Effects of

Expenses not deductible for tax purposes

Accelerated capital aliowances and other timing differences
Losses brought forward utilised

Group relief claimed for nil consideration

Total current tax charge

13

2011 2010
£:000 £000
2,121 1,913
192 101
2,313 2,014
18 - (12
2,307 2,002
2011 2010
£'000 £'000
1,104 )
1,104 -
1,104 .
4,475 2,709
1,186 759
4 5
204 640
- (3)
. (291) — (1401)
1,104 .




The Cavendish Hotel (London) Limited

Notes to the financial statements for the year ended 31 December 2011

(continued)

Tangible fixed assets

Long Fixtures,
Leasehold fittings and
buildings equipment Total
£'000 £'000 £'000
Cost 120,920 3,379 124,299
Additions 1,143 547 1,690
Transfer from W | P 619 - 619
At 31 December 2011 122,682 3,926 126,608
Accumulated depreciation 9,233 1,557 10,790
Charge for the penod 810 523 1,333
Adjustment (1) - (1)_
At 31 December 2011 10,042 2,080 12,122
Net book value
At 31 December 2011 112,640 1,846 114,486
Net bock value
At 31 December 2010 111,687 1,822 113,509
Stock
2011 2010
£'000 £'000
Raw matenals and consumables 15 17
Finished goods and goods for resale 22 27
37 44
Debtors
2011 2010
£'000 £°000
Amounts falling due within one year
Trade debtors 618 492
Prepayments and accrued income 348 831
966 1,323

14




The Cavendish Hotel (London) Limited

Notes to the financial statements for the year ended 31 December 2011
{continued)

Creditors, amounts falling due within one year

2011 2010
£'000 £'000
Bank loans (see notes below) - 92,900
Trade creditors 219 145
Taxation and social secunty 591 508
Accruals and deferred income 2,013 876
2,823 94,429

Creditors amounts falhng due after more than one year
201 2010
£'000 £000
Bank loans 89,138 -
Amount owing to group undertaking 22,000 22,000
111,138 22,000

The bank loans are secured by legal charges over the land and bulidings of the company and bear rates of
interest of LIBOR plus 2 5%, contamn certain financial covenants and are repayable in 2014 included in the
bank loan balances 1s an amount of £800,000 (£100,000 1n 2010) relating to arrangement fees incurred on
inception of the loans The arrangement fees are released to the profit and loss account over the term of the
facility, and an amount of £192,000, (£101,000 in 2010} was charged in the year 2011

The amount owing to group undertaking 1s interest free with no fixed terms of repayment

Deferred taxation

The potential deferred tax asset not recognised Is as follows

20M 2010

£'000 £'000

Accelerated capital allowances 104 133
Losses carned forward 186 203
290 336

15
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The Cavendish Hotel (London) Limited

Notes to the financial statements for the year ended 31 December 2011
(continued)

Called up share capital

2011 & 2010
£
Authonsed
100 (2010 100} ordinary shares of £1 each 100
Allotted and fully paid up
1 (2010 1) ordmary shares of £1 each 1
Profit and loss account and movement in sharehelders’ funds
2011 2011
£'000 £'000
At 1 January (380) (3,089)
Profit for the financial year 3,371 2,709
At 31 December 2,991 (380)
Lease commitments
2011 2010
£°000 £000
Annual commitments under non-cancellable land and building
feases which expire
After five years 25 25

Pensions

The company has estabhished personal pension schemes approved under the stakeholder pension’s rules
The contnbubions made by the company for the year amounted to £60,000 (2010 £60,000) The value of
pension costs outstanding at the year end was £nil (2010 £nil)

Related party transactions

As the company’s voting nghis are controlled within the group headed by Ellerman Holdings Limited, the
company has taken advantage of the exemption contained in FRS8 and has therefore not disclosed
transactions or balances with entittes which form part of the group or are disclosed in the group accounts

Ultimate controlling party

The immediate holding company 1s Ellerman Holdings Limited, a company incorporated in Jersey which the
directors regard as baing ulhmately controlied by the Sir David and Sir Fredenck Barclay Family
Settiements

B UK Limted, a company incorporated in Bermuda, i1s the parent undertaking of the largest group of

underiakmgs to consolidate these financial statements at 31 December 2011 Ellerman Holdings Limited 1s the
smallest group of undertakings to consolidate these financial statements
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