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BANNATYNE SPA HOTEL (CHARLTON HOUSE) LIMITED

DIRECTORS’ REPORT

The directors present their annual report on the affairs of the company together with the financial statements and
auditor’s report for the year ended 31 December 2012
PRINCIPAL ACTIVITIES

The principal activity of the company continues to be that of the management and operation of a hotel

REVIEW OF DEVELOPMENTS AND FUTURE PROSPECTS
The company operates a spa hotel 1n Shepton Mallet
Key financial performance mdicators include that of occupancy rate, net room rate and trading turnover |

The average occupancy rate for the year was 66% (2011 66%) and the average net room rate for the year was
£112 18 (2011 £106 37} Tumover for a full year of trading this year was £1 9m (2011 £1 8m) The results for the
year showed a loss before tax of £ 9,250 (2011 loss before tax of £68,475)

The directors are satisfied with the results for the year but anticipate an 1improved performance 1n the comung year

RESULTS

The results for the year are as set out on page 6

PRINCIPAL RISKS AND UNCERTAINTIES

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

The nisks and uncertainties facing the business include the competition that exists within the industry as well as the
level of disposable income the average household has to fund leisure and social activities

FINANCIAL RISK MANAGEMENT

The company’s operations expose 1t to a number of financal nisks that include the effect of changes in liquidity risk
and nterest rate nisk

Liquidity risk

The company’s day to day operations are cash based However, the company’s parent undertaking has long term
debt finance that 15 designed to ensure that the group has sufficient funds for 1ts operations and the results of
Bannatyne Spa Hote! (Charlton House) Limited are included for consideration 1n the loan covenants

The group’s banking arrangement and the associated covenants continue to be tested and monitored on an annual
basis, looking forward to the year ahead The directors have considered the current economic challenges and using
the performance of 2012 and the mnitial forecast for 2013 they are confident that all covenants will be met

The parent company Bannatyne Hotels Limited will contmue to support the company for the foreseeable future The
directors therefore believe that the continuing application of the going concern basis 1s appropnate (refer to note 1)

Interest risk

In order to ensure the stabihity of cash outflows and hence manage interest rate nsk, the group has a pohicy of
hedging a sigruficant proportion of its debt usmg denivative financial instruments



BANNATYNE SPA HOTEL (CHARLTON HOUSE) LIMITED

DIRECTORS’ REPORT (continued)

DIRECTORS AND THEIR INTERESTS
The present membership of the board 1s set out on page 1 The directors who served during the year were as follows

D W Bannatyne OBE, D S¢ DBA

G N Armstrong FM AAT

S Hancock R I P (Appomted | January 2012)

C P Watson ACMA (Appointed 24 December 2012)

AUDITOR

Each of the persons who 15 a director of the company at the date of approval of this report confirms that

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

e the director has taken all the steps that they ought to have taken as a director to make themselves 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 i accordance with the provisions of Section 418 of the
Companies Act 2006

Deloitte LLP have indicated therr willingness to be reappomted for another term and appropnate arrangements are
being made for them to be deemed reappointed as auditor 1n the absence of an Annual General Meeting
SPECIAL EXEMPTIONS

This directors’ report has been prepared in accordance with the provisions applicable to companies entitled to the
small companies exemption

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




BANNATYNE SPA HOTEL (CHARLTON HOUSE) LIMITED

DIRECTORS’ RESPONSIBILITIES STATEMENT

The directors are responsible for prepanng the Annual Report 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 apphicable 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 period In prepanng these financial
statements, the directors are required to

select suitable accounting pohicies and then apply them consistently,
make judgements and accounting estimates that are reasonable and prudent,

o state whether applicable UK Accounting Standards have been followed, subject to any matenal departures
disclosed and explamed 1n the financial statements, and

o prepare the financial statements on the gomng concem basis unless 1t 15 inappropnate to presume that the
company will continue in business

The directors are responsible for keeping adequate accountmng records that are sufficient to show and explain the
company’s transactions and disclose with reasonable accuracy at any ume the financial position of the company and
enable them 1o ensure that the financial statements comply with the Compames 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 uregularities

The directors are responstble for the maintenance and mtegrity of the corporate and financial information included
on the company's website Legislation i the Umted Kingdom governing the preparation and dissemunation of
financial statements may differ from legislation n other jurisdictions




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF BANNATYNE SPA
HOTEL (CHARLTON HOUSE) LIMITED

We have audited the financial statemenis of Bannatyne Spa Hotel (Charlton House) Limited for the year ended
31 December 2012 which compnse the Profit and Loss Account, the Statement of Total Recogmsed Gamns and
Losses, the Balance Sheet and the related notes I to 16 The financial reporting framework that has been apphed m
therr preparatton 1s applicable law and Umted Kingdom Accounting Standards {(Umted Kmgdom Generally
Accepted Accounting Practice)

This report 15 made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Comparmes 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 1 an auditor’s report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responstbility to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opmnions we have formed

Respective responsibilities of directors and auditors

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

Scope of the audit of the financial statements

An audit involves obtaiming evidence about the amounts and disclosures m the financial statements sufficient to give
reasonable assurance that the financial statements are free from material musstatement, whether caused by fraud or
error  This ncludes an assessment of whether the accounting 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 addition, we
read all the financial and non-financial information 1n the annual report to 1dentify matenal inconsistencies with the
audited financial statements If we become aware of any apparent material misstatements or inconsistencies we
consider the wmplications for our report

Opinlon on financial statements
In our opinion the financial statements

. give a true and fair view of the state of the company’s affairs as at 31 December 2012 and of its loss for the
year then ended,

. have been properly prepared in accordance wath United Kingdom Generally Accepted Accounting Practice,
and

. have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006
In our opimon the imformation given m the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothung to report i respect of the followmg matters where the Compames Act 2006 requures us to report to
you 1f, 1n our opimon

. adequate accounting records have not been kept, or returns adequate for our audit have not been received
froim branclics nuw visited by us, or

the financial statements are nol 1n 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 audit, or

the directors were not entitled to prepare the financial statements 1n accordance with the small companies
regime and take advantage of the small companies exemption 1n preparing the directors’ report

. ¢

(o

David Wiljinson FCA CF (Semor Statutory Auditor)
for and on bebhalf of Deloitte LLP

Chartered Accountants and Statutory Auditors
Newcastle Upon Tyne, Umited Kingdom

7 st el




BANNATYNE SPA HOTEL (CHARLTON HOUSE) LIMITED

PROFIT AND LOSS ACCOUNT
Year ended 31 December 2012

TURNOVER

Cost of sales

GROSS PROFIT

Administrative expenses
OPERATING PROFIT

Interest payable and similar charges

LOSS ON ORDINARY ACTIVITIES BEFORE
TAXATION

Tax credit on profit on ordinary activities

LOSS FOR THE FINANCIAL YEAR
TRANSFERRED TO RESERVES

All activities dertve from contimung operations

Note

12,13

2012 2011
£ £
1,950,743 1,769,113
(368,013) (350,967)
1,582,730 1,418,146
(1,521,544)  (1,412,528)
61,186 5,618
(70,436) (74,093)
(9,250) (68,475)
6,216 19,583
(3,034) (48,892)

There have been no recogmsed gains or losses dunng the current and preceding year other than as stated 1n the profit
and loss account Accordingly no statement of total recogmsed gans and losses has been prepared




BANNATYNE SPA HOTEL (CHARLTON HOUSE) LIMITED

BALANCE SHEET
31 December 2012

FIXED ASSETS
Tangible assets

CURRENT ASSETS
Stocks

Debtors

Cash at bank and 1 hand

CREDITORS: amounts faling due within
one year

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT
LIABILITIES

PROVISIONS FOR LIABILITIES

NET LIABILITIES

CAPITAL AND RESERVES
Called-up share capital
Profit and loss account

TOTAL SHAREHOLDERS® DEFICIT

Note

oo~

10

11
12

13

2012

39,136
190,706

15,630

245,472

(3,973,085)

2012
£

3,753,750

(3,727.613)

26,137

(94,153)

(68,016)

100

(68,116)

(68,016)

2011
£

42,120
318,362
52,658
413,140

{4,097.564)

2011
£

3,691,577

(3,684,424)

7,153

(72,135)

{64,982)

100
(65,082)

(64,982)

The accounts have been prepared 1n accordance with the special provisions applicable to small companies subject to

the small comparnes regime

These financial statements of Bannatyne Spa Hotel (Charlton House) Lumited, registered company number 6519252,
were approved by the Board of Directorson § Mayc

Signed on Behalf of the Board of Directors

2.003




BANNATYNE SPA HOTEL (CHARLTON HOUSE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2012

1. ACCOUNTING POLICIES

The principal accounting policies are summanised below They have all been applied consistently throughout
the current and preceding year

Basis of accounting

The financial statements of the company are prepared under the historical cost convention and 1n accordance
with apphicable Umited Kingdom accounting standards

Gowng concern

The company’s busmess activities are set out in the Review of Developments and Futire Prospects section of
the Directors’ Report The management of the business and the execution of the company’s strategy are
subject to a number of nsks The nsks and uncertainties facing the business are discussed below

The company 1s a wholly owned subsidiary of Bannatyne Hotels Limited, which has in place long term debt
finance that 15 designed to ensure the group has sufficient funds for its operations There 1s a group cross
guarantee m place between the parent company and Bannatyne Spa Hotel (Charlton House) Limited 1n
regards to the bank loan The group’s banking arrangements and the associated covenants continue to be
tested and certified annuaily and are momtored by management on an ongoing basis Whalst a breach of one
or more of these covenants could result 1n the group’s debt becomung immedately repayable, this situation 1s
not currently envisaged and the group has histonically met all covenants

The company’s day to day operattons are cash based However, the company 1s subject to a number of
uncertainties, some of which anse as a result of the current economic conditions including (a) competition
that exists within the mdustry, (b) the level of disposable income the average household has to fund lewsure
and social activrties, and (c) the ability of the group to remain compliant with the terms of its bank finance in
the foreseeabie future

The company has had a challenging year, resulting in a loss for the financial year to 31 December 2012 of
£3,034 However, since 1ts change mm ownership considerable mvestment has been made into the
refurbishment of the hotel and performance has improved and 1s expected to improve further. The directors
have considered the current economuc challenges and after considering both the performance of the group
and company 1n 2012 and their current forecasts for 2013 and beyond and taking account of reasonably
possible changes m trading performance, they are confident that the terms and covenants of all current
facilities will continue to be met

In commg to this conclusion the directors have noted that the balance sheet of the company at
31 December 2012 15 1n a net hability position and consider that this 1s mainly the result of the change m
ownership giving nise to an intercompany creditor of £3 5m owing to the company’s parent undertaking The
parent company has confirmed mm wnting that #t will continue to support Bannatyne Spa Hotel (Charlton
House) Limuted with the provision of mtercompany funding if required Accordingly, the directors beheve
that net liabihities shown m the company's balance sheet do not indicate that 1t cannot pay tts debts as they
fal! due and have a reasonable expectation that the company has adequate resources to continue in
operationa] existence for the foreseeable future Thus, they continue to adopt the gomg concemn basis of
accounting in preparing the financial statements

Cash flow statement

The company has taken advantage of the exemption under Financial Reporting Standard 1 not to prepare a
cash flow statement on the basis that the company 1s a wholly owned subsidiary

Turnover

Turnover, which excludes VAT, represents the value of goods and services supplied n the normal course of
business entirely within the United Kingdom Turnover 1s recogrused on delivery of goods and services to
customers The total turnover of the company for the year has been dernived from s prnincipal activity, the
management and operation of hotels, restaurants and bars




BANNATYNE SPA HOTEL (CHARLTON HOUSE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2012

ACCOUNTING POLICIES (continued)
Tangible fixed assets and depreciation

Tangible fixed assets are stated at cost less depreciation Depreciation 1s provided on all tangible fixed assets,
other than freehold land, at rates calculated to wnte off the cost less estimated residual value of each asset
over 1ts expected useful hfe, as follows

Freehold buildings Buildings — 2% straight line
Fixtures, fittings and equipment 10% - 33 3% straight hne

Residual value 1s calculated on prices prevailing at the date of acquisition or revaluation

Stock

Stock 15 stated at the lower of cost and net realisable value Stock comprises of consumables and goods for
resale, and the net realisable value 1s based on estimated selling price

Taxation

Current tax, mcluding UK corporation tax, 1s provided at amounts expected to be paid (or recovered) using
the rates and laws that have been enacted or substantively enacted by the balance sheet date

Deferred taxation 1s recognised 1n respect of all uming differences that have ongimated but not reversed at the
balance sheet date where transactions or events that result 1n an obhgation to pay more tax in the future or a
night to pay less tax in the future have occurred at the balance sheet date Timing differences are differences
between the company’s taxable profits and its results as stated in the financial statements that arise from the
mnclusion of gains and losses 1n tax assessments 1n pertods different from those in which they are recognised
in the financial statements

A net deferred tax asset 1s regarded as recoverable and therefore recogmsed only to the extent that, on the
basis of all available evidence, 1t can be regarded as more hkely than not that there will be suitable taxable
profits from which the future reversal of the underlying iming differences can be deducted

Deferred tax 1s not recogmsed when fixed assets are revalued unless by the balance sheet date there 15 a
binding agreement to sell the revalued assets and the gamn or loss expected to anse on sale has been
recogmsed 1n the financial statements Neither 1s deferred tax recognised when fixed assets are sold and 1t 15
more likely than not that the taxable gamn will be rolled over, being charged to tax only if and when the
replacement assets are sold

Deferred tax 1s recogmsed 1n respect of the retaned earrungs of overseas subsidiaries and associates only to
the extent that, at the balance sheet date, dividends have been accrued as receivable or a binding agreement to
distribute past earnings 1n future has been entered 1nto by the subsidiary or associate

Deferred tax 1s measured at the average tax rates that are expected to apply 1n the periods in which the uming
differences are expected to reverse, based on tax rates and laws that have been enacted or substantively
enacted by the balance sheet date Deferred tax 1s measured on a non-discounted basis

INTEREST PAYABLE
2012 2011
£ £
Loan interest 70,436 74,093




BANNATYNE SPA HOTEL (CHARLTON HOUSE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2012

3. LOSS ON ORDINARY ACTIVITIES BEFORE TAXATION

2012 2011
£ £
Loss on ordmnary activities before taxation is
stated after charging:
Depreciation of tangible fixed assets
- owned assets 87,305 74,675
- assets held under finance leases and HP
contracts 2,908 2,908
Auditor’s remuneration and expenses
- Fees payable to company’s auditor for the audit
of the company’s financial statements 7,225 6,825
4, STAFF COSTS
2012 2011
No. No.
The average monthly number of employees
during the year was:
Hotel staff 51 57
Their aggregate remuneration comprised: £ £
Wages and salanes 702,796 671,648
Social secunity costs 63,775 61,820

766,571 733,468

None of the directors received any remuneration m respect of services to the company duning the current and
preceding year

10



BANNATYNE SPA HOTEL (CHARLTON HOUSE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2012

5. TAX ON LOSS ON ORDINARY ACTIVITIES

1) Analysis of tax credit on ordinary activities
2012 2011
£ £
Umted Kingdom corporation tax at 24 5% (2011
26 5%) on the loss for the year (26,049) (58,321)
Adjustment 1n respect of prior years (2,185) (3,537

(28,234)  (61,858)

Deferred tax
Timng differences, ongmation and reversal 27,885 44,151
Adjustment 1n respect of prior years 1,748 3,050
Effect of changes mn tax rates {7,615) (4,926)
(6,216) {19,583)
11} Factors affecting tax credit for the current year
2012 2011
£ £
Loss on ordinary activities before tax (9,250) (68,475)
Tax at 24 5% (2011 26 5%) thereon (2,266) (18,141)
Expenses not deductible for tax purposes 4,101 3,971
Capital allowances 1n excess of depreciation (27,884) (44,151)
Adjustment 1n respect of prior years (2,185) (3,537)
Current tax credit for the year (28,234) (61,858)

Fmance Act 2012, which was substantively enacted on 17 July 2012, mcludes provisions to reduce the rate of
corporation tax to 24% with effect from 1 Apnl 2012 and 23% wath effect from 1 April 2013 Accordingly

deferred tax balances have been revalued to the lower rate of 23% i these accounts, which has resulted 1n a

credt 1o the profit and Y085 account of £7,615

The government has announced that 1t mntends to reduce the rate of corporation tax to 21% with effect from 1
Apnit 2014 As this legislation was not substantially enacted by 31 December 2012, the impact of the
anticipated rate change 1s not reflected in the tax provisions reported n these accounts If the deferred tax
assets and habihities were all to reverse after 1 Apnl 2014, the effect of the future changes from 23% to 21%
would be to reduce the net deferred tax liabiity by £8,187 To the extent that the deferred tax reverses more
quickly than this the impact on the net deferred tax hability will be reduced

11




BANNATYNE SPA HOTEL (CHARLTON HOUSE) 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

Depreciation
At 1 January 2012
Charge 1n year

At 31 December 2012

Net book value
At 31 December 2012

At 31 December 2011

Freehold Fixtures,

land and fittings and
builldings equipment Total
£ £ £
3,241,805 561,533 3,803,338
69.246 83,140 152,386
3,311,051 644,673 3,955,724
31,896 79,865 111,761
19,783 70,430 90,213
51,679 150,295 201,974
3,259,372 494378 3,753,750
3,209,909 481,668 3,691,577

The net book value of fixtures, fittings and equipment includes £21,805 (2011 £24,713) 1n respect of assets
held under finance leases or hire purchase contracts The depreciation charge 1 respect of such assets

amounted to £2,908 (2011 £2,908) for the year

7. STOCKS

Consumables and goods for resale

8. DEBTORS

Trade debtors

Other debtors

Prepayments and accrued ncome
Group relief receivable

Amounts due from group undertakings

All amounts are due within one year

2012 2011

£ £
39,136 42,120
2012 2011

£ £

5,439 15,740

- 2,645
61,292 53,784
123,975 95,741
- 150,452
190,706 318,362

12



BANNATYNE SPA HOTEL (CHARLTON HOUSE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2012

0.

10.

11.

12.

CREDITORS: AMOUNTS FALLING DUE WITHIN ONE YEAR

2012 2011
£ £
Trade creditors 145,100 147,549
Other creditors 55,614 47,506
Accruals and deferred income 146,935 123,040
Other taxes and social secunty 94,684 87,009
Amount owed to related undertakings (note 15) 274 72
Amounts owed to parent undertaking 3,530478 3,632,388
Amount owed to group undertakings - 60,000
3,973,085 4,097,564
PROVISIONS FOR LIABILITIES
Deferred
tax
£
At 1 January 2012 72,135
Profit and loss account charge (note 5) 20,270
Adjustment 1n respect of prior years (note 5) 1,748
At 31 December 2012 94,153
The amounts of deferred taxation provided 1n the financial statements are as follows
2012 201
£ £
Accelerated capital allowances 94,153 72,135
CALLED-UP SHARE CAPITAL
2012 2011
£ £
Called-up, allotted and fully paid
100 ordinary shares of £1 each 100 100
RESERVES
Profit and
loss
account
£
At 1 January 2012 (65,082)
Loss for the financial year (3,034)
At 31 December 2012 (68,116)

—_—
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BANNATYNE SPA HOTEL (CHARLTON HOUSE) LIMITED

NOTES TO THE FINANCIAL STATEMENTS
Year ended 31 December 2012

13,

14.

15.

16.

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS’ FUNDS

Total Total

2012 2011

£ £
Loss for the financial year (3,034) (48,892)
Net addition to shareholders” deficit (3,034) (48,892)
Opening shareholders’ deficit (64,982) {16,090)
Closing shareholders’ deficit 68,016 {64,982)

GROUP GUARANTEE

The company 1s a party to group guarantees in respect of the group’s bank borrowings The company’s
results are considered n the loan covenants for a loan which 1s held within Bannatyne Hotels Limited  As at
the 31 December 2012 the total amount outstanding on the loan was £9,392,477 (2011 £10,158,281) The
Hotel group’s banking arrangements and the associated covenants continue to be tested and certified annually
and are monitored on an ongomg basis Whalst a breach of one or more of these covenants could result 1n the
group’s debt becoming immediately repayable, this situation i1s not currently envisaged and the group has
lustorically met all covenants

RELATED PARTY TRANSACTIONS

The company has taken advantage of FRS 8 which exempts subsidianes, 100% of whose voting nghts are
controtled withun the group, from disclosing transactions with other entities within the group

During the year the company mcurred management charges from Bannatyne Fitness Limted, a company
under common control, amounting to £6,000 (2011 £6,000)

Also duning the year expenses of £687,775 (2011 £640,016) were paid on behalf of the company by
Bannatyne Fitness Limited and recharged at cost The majonty of this recharged amount related to payroll
recharges In addition to this an amount of £537,293 (2011 £389,183) was collected on behalf of the
company by Bannatyne Fitness Limited mn relation to the company’s share of mcome generated from spa
breaks durmng the year At 31 December 2012 an amount of £ml (2011 £ml) was due from Bannatyne Fitness
Limuted

At 31 December 2012 an amount of £274 (2011 £72) was owed to the Bannatyne Charitable Trust 1n relation
to donations collected on behalf of the trust

All amounts outstanding above are interest free and repayable on demand

The above amount has been settled since the year end

ULTIMATE PARENT UNDERTAKING AND CONTROLLING PARTY

D W Bannatyne OBE, D Sc DBA, a director of the company, and members of lus close family, control the
company as a result of controlling directly or indirectly 100% of the 1ssued share capital of Bannatyne Hotels
Limuted

The company’s immediate and ulimate parent company 1s Bannatyne Hotels Limited, incorporated 1n the
United Kingdom and registered in England and Wales Copies of the consolidated accounts of Bannatyne
Hotels Limited, the only company preparing group accounts which mnclude the company, can be obtained
from Power House, Haughton Road, Darhington, Co Durham, DL1 18T
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