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Hotel Collection Hotel No. 7 Limited

Strategic report

The main activity of The Hotel Collection Hotel No.' 7 Limited (“the Company™) is the operation of its
main asset, The Shrigley Hall Hotel in the United Kingdom, as part of The Hotel Collection brand.

The hotel operation was acquired on 11 September 2014 by the Company as a going concern for
£12,294,715. The acquisition generated goodwill of £933,518, which was impaired on 31 December
2014, due to the fact that the recoverable amount of the hotel operation was less than the carrying
amount of the hotel and related goodwill.

The strategy of the Company is to operate the hotel profitably whilst maintaining good customer
satisfaction ratings and hiring and managing employees effectively.

The Company achieved a tumnover of £7,335,896 for the period from 13 August 2014 (date of
incorporation) to 31 Detember 2015 (started trading 11 September 2014).

The Company produced an operating profit of £134,451 in the period from 13 August 2014 to 31
December 2015 (started trading 11 September 2014).

The ke); performance indicators for the Company are highlighted in the below table:

2015
Gross profit % 85%
Operating profit % 2%

Other performance indicators can be seen in the financial statements and accompanying notes.

PRINCIPAL RISKS AND UNCERTAINTIES

The Company is directly exposed to the risks associated with the hotel industry such as any downturn in
the general operating conditions in the UK provincial hotel industry and new hotel openings close to its
existing location.

The Company is also exposed to risks regarding property valuations in periods of market instability.
“This instability means that professional valuers and the Director are not able to value properties with the
same degree of certainty as would be the case in a more stable market with a good level of transactional
evidence to support valuations.

The Company has received lending from its Parent Company (see note 11) and continues to have group
support, which mitigates liquidity and cash flow risk.

The Company’s exposure to credit risk is primarily attributable to its trade receivables. The amounts
presented in the balance sheet are net of aliowances for doubtful debts. The Company seeks to mitigate
credit risk through central and hotel level credit checking and, where customers pay on departure,
Company policy is to obtain a pre-authorised credit card for payment. In certain circumstances
customers pay all or part of their stay in advance.

The Company’s exposure to liquidity and cash flow risk is mltlgatcd by the trade receivables proceduxcs
described above and by negotiating commercial payment terms with suppliers. The Company aims to
mitigate liquidity risk by managing cash generation and uses through its operations.



Hotel Collection Hotel No. 7 Limited

Strategic report (continued)

BUSINESS REVIEW

The Company expects 2016 to improve in terms of trading. The Company expects to grow at above
market levels in 2016 because 2015 was impacted by a lot of disruption with the management of The
Hotel Collection sub-group focussed on the integration of 19 new hotels, sélling 6 hotels, and
transferring out 12 hotels to other divisions within the Amaris Hospitality Group.

FUTURE DEVELOPMENTS
The Hotel Collection group of hotels are in the process of being sold together with the central office,

managed through a fellow subsidiary Hotel Collection Services Limited, as going concerns.

Approved by order of the board and signed on its behalf by

1y May 2016



Hotel Collection Hotel No. 7 Limited

Director’s report

The Director submits his first report together with the audited financial statements of Hotel Collection
Hotel No. 7 Limited (“the Company™) for the period from 13 August 2014 (date of incorporation) to 31
December 2015.

Principal activities

The Company operates The Shrigley 'Hall Hotel, a hotel in the United Kingdom. The Company only
commenced trading on 11 September 2014.

Results and dividends

The results of the Company for the period are set out in the profit and loss account on page 9 and in lhc
statement of comprehensive i income on page 10 and in the related notes.

There were no dividends proposed during the period from 13 August 2014 (date of incorporation) to 31
December 2015.

Director and Company Secretary and their interests )

The Director of the Company is set out on page 1. He was appointed on the date of incorporation and
held office throughout the period and to the date of this report.

The Director and Company Secretaiy who held office at 31 December 2015 had no interests in the
shares of the Company.

Subsequent events

In April 2016 the sale of the Hotel Collection Limited group of hotels including this Company was
publicly announced.

Political donations

The Company made no political donations during the period from 13 August 2014 (date of incorporation)
to 31 December 2015.

Approval of reduced disclosures

The Company, as a qualifying entity, has taken advantage of the disclosure exemphons in FRS 101
Reduced Disclosure Framework as listed in note 2 to these financial statements. The pareit company’s
parent company has been notified in writing about the intention to take advantage of the disclosure
exemptions and no objections have beern received.
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Hotel Collection Hotel No. 7 Limited

Director’s report (continued)

Going concern

The Director has considered the Company’s cash flow forecasts and the significant amounts due to
Group undertakings. The Company is in a net current liability position, but is expected to generate
profits and positive cash flows going forward. The Director has obtained confirmation that LSREF II1
Hotel Investments Limited (“LSREF I1I) will not demand repayment of the loan for a minimum of 12
months from the date of signing these Financial Statements. The parent company, LSREF IlI, is in turn
reliant on its lender, LSREF III Wight Limited, not to recall its debt. LSREF III Wight Limited has
therefore confirmed in writing that it will not recall its loan for a minimum of 18 months from the date
of that letter. '

The Company meets day to day working capital requirements through cash generated by the business.
The Company’s forecasts and projections, taking account of reasonably possible changes in trading
performance, show that the Company should be able to continue to generate positive cash flows. Cash
generated by the business is pooled with that of the other Hotel Collection entities within Hotel
Collection Services Limited (“HCS™). The Director has obtained confirmation that Hotel Collection
Services Limited will also continue to provide the pooled cash as it is needed to fund the Company’s
day to day working capital requirements.

The Hotel Collection Group of hotels are being marketed for sale, as detailed in note 17, and if the sale
ultimately takes place, the Director expects to sell the company assets through the sale of the company
as a going concern rather than only selling the assets.

After making enquiries and reviewing the financial position of LSREF IlI, LSREF 1II Wight Limited,
and HCS and based on the expectations of the Director if a sale ultimately takes place, the Director has
a reasonable expectation that the Company has adequate resources and will continue in operational

existence for the foreseeable future. Accordingly, he continues to adopt the going concern basis in
preparing the annual report and financial statements.

Director Indemnities

There are no Director indemnities.

Disclosure of information to auditor

The Director who held office at the date of approval of this Director’s report confirms that, so far as he
is aware, there is no relevant audit information of which the Company’s auditor is unaware; and the
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.

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor, Deloitte LLP, Chartered Accountants
and Statutory Auditor, will be deemed to be reappointed and will therefore continue in office.

Approved by order of the board and signed on its behalf by

A
Grark David Hearn
iredfor . ‘b\ May 2016



Hotel Collection Hotel No. 7 Limited

Statement of director’s responsibilities

The Director is responsible for preparing the annual report and the financial statements in accordance with
applicable law and regulations.

Company law requires the Director to prepare financial statements for €ach financial year. Under that law,
the Director has elected to prepare the financial statements in accordance with United Kingdom Accounting
Standards (United Kingdom Generally Accepted Accounting Practice) Financial Reporting Standard 101,
Reduced Disclosure Framework (“FRS 1017).

Under Company law the Director must not approve the financial statements vnless 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 Director is required to:
s select suitable-accounting policies and then apply them consistently;
e make judgeinents and estimates that are reasonable and prudent;

o state whether applicable United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice), including Financial Reporting Standard 101 “Reducéd Disclosure Framework™
(“FRS 101”) have been followed, subject to any material departures disclosed and explained in the
financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

The Director is 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. The
Director has general responsibility for taking such steps as are reasonably open to him to safeguard the
assets of the Company and to prevent and detect fraud and other irregularitics.

The Director is responsible for the maintenance and integrity of the corporate and financial information
included on the Company's website. Legistation in the UK governing the preparation and dissemination of
financial statements may differ from legislation in othér jurisdictions.



Independent auditor’s report to the members of Hotel Collection Hotel No. 7
Limited (continued) -

We have audited the financial statements of Hotel Collection Hotel No. 7 Limited (‘the Company’) for
the period from 13 August 2014 (date of incorporation) to 31 December 2015 which comprise the Profit
and Loss Account, the Statement of Comprehensive Income, the Balance Sheet, the Statement of
Changes in Equity, and the related notes 1 to 18. The financial reporting framework that has been
applied in their preparation is applicable law and United Kingdom Accounting Standards (United
Kingdom Generally Accepted Accounting Practice), including Financial Reporting Standard 101
“Reduced Disclosure Framework”.

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.

Respective responsibilities of director and auditor

As explained more fully in the Statement of Director’s Responsibilities, the Director is responsible for
the preparation. of the financial statements and for being satisfied that they give a true and fair view.
Our responsibility is to audit and express an opinion on the financial statemeénts 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 Ethical Standards for Auditors.

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the findncial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error. This includes 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 significant accounting estimates made by the Director; and the overall
presentation of the financial statements. In addition, we read all the financial and non-financial
information in the annual report to identify material inconsistencies with the audited financial
statements and to identify any information that is apparently materially incorrect based on, or materially
inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become
aware of any apparent material misstatements or inconsistencies we consider the implications for our
report.

Opinion on financial statements
In our opinion the financial statements:

s give a true and fair view of the state of the Company’s affairs as at 31 December 201 5 and of its
loss for the period from 13 August 2014 (date of incorporation) to 31 December 2015;.

¢ have been properly prepared in accordance with the United Kingdom Generally Accepted
Accounting Practice, and;

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



Independent auditor’s report to the members of Hotel Collection Hotel No. 7
Limited (continued)

Opinion-on other matters prescribed by the Companies Act 2006

In our opinion the information given in the Strategic Report and the Directors’ Report for the financial
year for which the financial statements are prepared is consistent with the financial statements.

Matters on which we arc 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, in our opinion:

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

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

e we have not received all the information and explanations we require for our audit.

P -

Sarah Sanders FCA (Senior statutory auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
Douglas, Isle of Man

2 | May2016



Hotel Collection Hotel’Ni). 7 Limited

Profit and loss account

Jor the period from 13 August 2014 (date of incorporation) to 31 December 2015

Continuing activities
Revenue

Cost of sales

Gross profit

Administrative expenses
Operating profit
Property impairment
Goodwill impairment

Net finance cost

Loss before taxation

Tax

Loss for the financial period attributable
to the owners of the Company

Note

2015
£000

7,336
(1,105)

6231

(6,097)
134
(2,884)

(933)
(281)

(3,964)

. (8)

(3,972)

The notes on pages 13 to 29 form an integral part of these financial statements.



Hotel Collection Hotel No. 7 Limited

Stateiment of comprehensive income
for the period from 13 August 2014 (date of incorpordtion) to 31 December 2015

Notes
Loss for the period

Othér comprehensive income for the 'period, net of
tax

* Total comprehensive expense for the period
attributable to thée owners of the Company

The notes ori pages 13 to 29 form an integral part of these financial statements.

10

2015
£°000

(3,972)

(3,972)



Hotel Collection Hotel No. 7 Limited

Balance sheet
: As at 31 December 2015

4 : Note 2015
: £°000
Non-current assets )
Property, plant and equipment 8 9,195
Goodwill 9 -
9,195
Current assets
Inventories ) ) 50
Deferred tax asset ) ‘ 7(c) 402
Trade and other receivables . 10 161
Cash and bank balances : 71
T 684
Total assets 9,879
Current liabilities ) )
Trade and. other payables 11 (13,597)
Deferred Income (254)
(13,851)
Net current liabilities (13,167)
Total assets less current liabilities (3,972)
Net liabilities ; (3,972)
Equity
Called up share capital 12 -
; Retained earnings (3,972)
Equity Shareholders’ deficit (3.972) -

The financial statements of Hotel Collection Hotel No. 7 Limited (registered number 09174105) were
approved by the Director on 3\ May 2016:
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Hotel Collection Hotel No. 7 Limited

Statement of changes in equity
Jor the period from 13 August 2014 (date of incorporation) 1o 31 December 2015

Share Retained

Capital earnings . Total
£000 £000 £000
Balance as at 13 August 2014 - - -
Total Com prehensive income for the
period
Issue of share capita] - ) - ' -
Loss for the period - (3,972) (3.972)
Other comprehensive income for the
period ; - - -
Balance as at 31 December 2015 - (32 (3,972)

’I‘He‘, notes on pages 13 to 29 form an integral part of these financial statements,

12
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Hotel Collection Hotel No. 7 Limited

Notes to the financial statements
Jor the period from 13 August 2014 (date of incorporation) to 31 December 2015

1 Reporting entity

Hotel Collection Hotel No. 7 Limited is a Company incorporated jn the United Kingdom under the
Companies Act 2006. The Company’s registered office is 17 Dominion Street, London, EC2M 2EF.

2 Significant accounting policies
Basis of accounting

The company meets the definition of a qualifying entity under Financial Reporting Standards 100
(“FRS 1007) issued by the Financial Reporting Council. These financial statements have therefore been
prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure Framework (“FRS
1017), as issued by the Financial Reporting Council.

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

include:

disclosures in respect of capital management;

the effects of néew but not yet effective IFRSs;

1AS 1 “Presentation of financial statements’ paragraph 10(d)

1AS 7 ‘Statement of Cash Flows’;

LAS 8 “Accounting Policies, Changes in Accounting Estimates and Errors® para 30 & 31;
1AS 16 ‘Property, Plant and Equipment’ paragraph 17;

IAS 24 ‘Related Party Disclosures’ paragraph 17; and

IAS 38 ‘Intangible Assets® paragraph 122(e).

As. the consolidated financial statements of the parent company’s parent company, Amaris Hospitality
DAC (note 16) include the equivalent disclosures and Amaris Hospitality DAC’s accounts are available
to the public and can be obtained as set out in note 16, the Company has also taken the exemption
available under FRS 101 in respect of the following:

o certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required
by IFRS 7 Financial Instrument Disclosures; and
e certain disclosures required by IAS 36 Jmpairment of Assets.

Judgements made by the Director, in the application of these accounting policies that have significant
effect on the financial statements and estimates with a significant risk of material adjustment in the next
year are discussed below.

AdoptiOn of new and revised standards

The Company has applied all amendments to EU [FRS’s that are mandatorily effective for accounting
periods that begin on or after 13 August 2014.

13



Hotel Collection Hotel No. 7 Limited

Notes to the financial statements (continued)
for the period from 13 August 2014 (date of incorporation) to 31 Deceniber 2015

2 Significant accounting policiés (continued)

Basis of measurement

The financial statements have been prepared on the historical cost basis, except for the revaluation of
property and financial instruments that are measured at revalued amounts or fair values at the end of
the reporting period, as explained in the accounting policies below. Historical cost is generally based
on the fair value of the consideration given in exchange for the goods and services.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, regardless of whether that price is
directly observable or estimated using another valuation technique. In estimating the fair value of an
asset of a liability, the Company takes into account the characteristics of the asset or liability if market
participants would take. those characteristics into .account when pricing the asset or liability at the
measurement date. Fair value for measurement purposes in these financial statements is determined on
such a basis, except for leasing transactions that are within the scope of IAS 17, and measurements that
have some similarities to fair value but are not fair value, such as net realisable value in IAS 2 or value
in use in 1AS 36.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or
3 based on the degree to which the inputs to the fair value measurements are observable and the
significance of the inputs to the fair value measurement in its entirety, which are described as follows:
o Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date;
o Level 2 inputs are inpuits, other than quoted prices included within Level 1, that are observable
for the asset or liability, either directly or indirectly; and
o Level 3 inputs are unobservable inputs for the asset or liability.
These financial statements are separate financial statements. The Company is exempt from the
preparation of consolidated financial statements, because it is included in the group financial statements
of its parent company’s parent company, Amaris Hospitality DAC. Details of the Company in whose
consolidated financial statements the Company is included are shown in note 16 to the financial
statements.

Functional currency
These financial statements are presented in Sterling, which is the currency of the primary economic
environment in which the Company operates, and is considered to be the functional currency of the

Company. All financial information presented in Sterling has been rounded to the nearest thousand,
except where otherwise stated.

14



Hotel Collection Hotel No: 7 Limited

Notes to the financial statements (continued)
Jor the period from 13 August 2014 (date of incorporation) to 31 December 2015

2 Significant accounting policies (continued)"

Use of estimates and judgements

In preparing these financial statements management has made judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are not readily available from other sources.
Such estimates and judgements are based on historical experience and other factors, including
expectation of future events that are believed to be reasonable. Actual outcomes may differ from these

estimates.

The key accounting judgement and estimate in these financial statements is the carrying amount of
property, plant and equipment and goodwill — notes 8 and 9 respectively.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revxsmns to estimates are
recognised prospectively.

Going concern

The Company’s business activities, together with the factors likely to affect its future development,
performance and position are set out in the strategic report. The strategic report also describes the
Company’s trading performance and expectations, and its source of funding, along with the Company’s
objectives, and its exposure to credit risk and liquidity risk.

The acquisition of the hotel business was funded by a loan of £12,294,715 from the Company’s parent
Company, LSREF III Wight Hotel Investments Limited (“LSREF III”). This loan is repayable upon
demand. However, The Director has obtained confirmation that LSREF III will not demand repayment
of the loan for a minimum 12 months from the date of signing these Financial Statements. The parent
company, LSREF III, is in turn reliant on its lender, LSREF III Wight Limited, not to recall its debt.
LSREF I Wight Limited has therefore confirmed in writing that it will not recall its loan for a
minimum of {8 months from the date of that letter.

The Company meets day to day working capital requirements through cash generated by the business.
The Company’s forecasts and projections taking account of reasonably possible changes in trading
performance, show that the Company will be able to generate positive cash flows. Cash generated by
the business is pooled with that of the other Hotel Collection entities within Hotel Collection Services
Limited (“HCS”). The Director has obtained confirmation that HCS will also continue to provide the
pooled cash as it is needed to fund the Company’s day to day working capital requirements.

The Hotel Collection Group of hotels are being marketed for sale, as detailed in note 17, and if the sale
ultimately takes place, the Director expects to sell the company assets through the sale of the company
as a going concern rather than only selling the assets.

After making enquiries and reviewing the financial position of LSREF III, LSREF III Wight Limited,
and HCS and based on the expectations of the Director if a sale ultimately takes place, the Director has
a reasonable expectation that the Company has adequate resources and will continue in operationa}
existence for the foreseeable future. Accordingly, he continues to adopt the going concern basis in
preparing the annual report and financial statements.

15



Hotel Collection Hotel No. 7 Limited

Notes to the financial statements (continued) A
for the period from 13 Augusi 2014 (date of incorporation) to 31 December 2015

2 Significant accounting policies (continued)

Measurement of fair values

A number of the Company’s accounting policies and disclosures require the measurement of fair
values. When measuring the fair value of an asset or liability the Company uses market observable
data as far as possible.

Revenue

Revenue represents sales (excluding VAT and similar taxes) of goods and services net of trade
discounts provided in the normal course of business.

Administration expenses
Administration éxpenses are accourited for on an accruals basis.
Finance income and finance costs

The Company’s finance income and finance costs include:

e ifterest expense; and
e interest income

Interest incomie and expense is recognised using the effective interest method.
Leases

Assets held by the Company under leases that transfer to the Company substantially all of the risks and
rewards of ownership are classified as finance leases. The leased assets are measured initially at an
amount equal to the lower of their fair value and the present value of the minimum lease payments.
Subsequent to initial recognition, the assets are accounted for in accordance with the accounting policy
applicable to that asset.

Assets held under other leases are classified as operating leases and are not recognised in the
Company’s balance sheet. Lease incentives received are recognised as an integral part of the total lease
expense, over the term of the lease.

Minimum lease payments made under finance Jeases are apportioned between the finance expense and
the reduction of the outstanding liability. The finance expense is allocated to each period during the
lease term so as to produce a constant periodic rate of interest on the remaining balance of the liability.
Tax

The tax expense comprises current and deferred tax. It is recognised in the profit and loss account
except to the extent that it relates to items recognised in OCI or directly in equity, in which case it is

recognised in OCI or directly in equity.

Current tax is the expected tax payable on the taxable income for the year using tax rates and laws that
have been enacted or substantively enacted at the reporting date.

16



Hotel Collection Hotel No. 7 Limited

Notes to the financial statements (continued)
Jfor the period from 13 August 2014 (date of incorporation) to 31 December 2015

2 Significant accounting policies (continued)

Tax (continued)

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and amounts used for taxation purposes. Deferred tax is
not recognised for the following temporary differences: those differences arising from the initial
recognition of assets or liabilities in a transaction that is not a business combination and that affects
neither accounting nor taxable profit, and differences relating to investments in subsidiaries to the
extent that the Group is able to control the timing of reversal and it is probable that they will not
reverse in the foreseeable future. In addition, deferred tax is not recognised for taxable temporary
differences arising on the initial recognition of goodwill.

A deferred tax asset is recognised to the extent that it is probable future taxable profits will be available
against which the temporary difference can be utilised. Deferred tax assets are reviewed at ecach
reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will
be realised.

Deferred tax is measured at the tax rates that are expected to be applied to the temporary differences
when they reverse, based on thie laws that have been enacted or substantively enacted by the reporting
date. Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current
tax liabilities and assets, and they relate to income taxes levied by the same tax authority on the same
taxable entity, or on different entities, but they intend to settle current tax liabilities and assets on a net
basis or their tax assets and liabilities will be realised simultaneously.

Foreign currency

Foreign currency transactions
Transactions in foreign currenciés are translated to the functional currency of the Company at exchange
rates at the dates of the transactions.

Monetary assets and liabilities denominated in foreign currencies are translated to the functional
currency at the exchange rate at the reporting date. Non-monetary assets and liabilities that are
measured at fair value in a foreign currency are translated to the functional currency at the exchange
rate when the fair value was determined. Foreign currency differences are generally recognised in
profit or loss. Non-monetary items that are measured based on historical cost in a foreign currency are
not translated.

Property, plant and equipment
Property recognition and measurement

Fréehold and long-term leasehold (lease term 99 years or above) land and buildings are measured at
fair value.

Revaluation gains are credited to other comprehensive income and accumulated in equity within the
revaluation reserve unless it répresents the reversal of an impairment of the same asset préviously
recognised in profit or loss, in which case it should be recognised in profit or loss. A decrease arising as
a result of a revaluation is recognised in profit or loss to the extent that it exceeds any amount

17



Hotel Collection Hotel No. 7 Limited -

Notes to the financial statements (continued)
Jor the period from 13 August 2014 (date of incorporation) to 31 December 2015

2 Significant accounting policies (continued)
Plant and equipment recognition and measurement (continued)

previously credited to the revaluation surplus relating to the same asset. Otherwise it is recognised in
other comprehensive income.

If significant parts of an item of tangible fixed assets have different useful lives, then they are
accounted for as separate items (major components) of tangible fixed assets.

Any gain or loss on disposal of an item of tangible fixed assets is recognised in profit or loss. Other
tangible assets are measured at cost less accumulated depreciation and impairment. Impairment losses
are recognised in profit and loss.

Business combinations |

Acquisitions of businesses are accounted for using the acquisition method. The consideration
transferred in a business conibination is measuied at fair value, which is calculated as the sum of the
acquisition-date fair values of assets transferred by the Group, liabilities incurred by the Group to the
former owners of the acquiree and the equity interest issued by the Group in exchange for control of the
acquiree. Acquisition-related costs are recognised in profit or loss as incurred.

At the acquisition daté, the identifiable assets acquired and the liabilities assumed are recognised at
their fair value at the acquisition date.

Goodwill is measured as the excess of the sum of the consideration transferred (if any) over the net of
the acquisition-date amounts of the identifiable assets acquired and the liabilities assumed.

Goodwill
Goodwill is initially recognised and measured as set out above.

Goodwill is not amortised but is reviewed for impairmént at least annually. For purpose of impairment
testing, goodwill is allocated to each of the Company’s cash-generating units expected to benefit from
‘the synergies of the combination. Cash-generating units to which goodwill has been allocated are
tested for impairment annually, or more frequently when there is an indication that the unit may be
impaired. If the recoverable amount of the cash-generating unit is less than the carrying amount of the
unit, the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to
the unit and then to the other assets of the unit pro-rata on the basis of the carrying amount of each
asset in the unit. An impairmerit loss recognised for goodwill is not reversed in a subsequent period.

On disposal of a cash generating unit, the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

Derccognition of intangible assets

An intangible asset.is derecognised on disposal, or when no future economic benefits are expected from
use or disposal. Gains or losses arising from derecognition of an intangible asset, measured as the
difference between the net disposal proceeds and the carrying amount of the asset, are recognised in
profit or loss when the asset is derecognised.
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Hotel Collection Hotel No. 7 Limited

Notes to the financial statements (continued)

Jfor the period from 13 August 2014 (date of incorporation) to 31 December 2015
2 Significant accounting policies (continued)

Depreciation

No depreciation is provided on land. Other tangible fixed assets are depreciated to a residual value over
the estimated useful lives which are as follows: .

Buildings Core - Freehold 65 years
Building improvements 30 years
Plant 20 years

Fixtures, fittings and equipment 5to 10 years

Depreciation is charged to the income statement on a straight line basis over the estimated useful life.
Residual value is reassessed annually.

Impairment of property, plant and equipment and goodwill

At each balance sheet date, the Company reviews the carrying amounts of its tangible and goodwill to
determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated to determine the extent of the
impairment loss (if any). Where the asset does not generate cash flows that are independent from other
assets, the Company estimates the recoverable amount of the cash-generating unit to which the asset
belongs. :

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate
that reflects current market assessments of the time value of money and the risks specific to the asset
for which the estimates of future cash flows have not been adjusted. '

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the impairment loss is treated as a revaluation decrease.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-generating
unit) is increased to the revised estimate of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss
is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in
which case the reversal of the impairment loss is treated as a revaluation increase.

Pension

Defined contribution plans »
Obligations for contributions to defined contribution plans are expensed as the related service is
provided. Prepaid contributions are recognised as an asset o the extent that a cash refund or a reduction

in future payments is available.
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Hotel Collection Hotel No. 7 Limited

Notes to the financial statements (continued)
for the period from 13 August 2014 (date of incorporation) to 31 December 2015

2 Significant accounting policies (continued)
Inventories

Stocks are stated at the lower of cost and net realisable value. Cost.is calculated using the weighted
average method. Net realisable value represents the estimated selling price.

Financial instruments

Financial assets and liabilities are recognised in the Balance Sheet when the Company becomes party
to the contractual provisions of the instrument.

(i) Non-derivative financial assets and financial liabilities — recognition and derecognition

The Company initially recognises loans and receivables issued on the date when they are originated.
All other financial assets and financial liabilities are initially recognised on the trade date.

The Company derecognises a financial asset when the contractual rights to the cash flows from the
asset expire, or it transfers the rights to receive the contractual cash flows in a transaction in which
substantially all of the risks and rewards of ownership of the financial asset are transferred, or it neither
transfers nor retains substantially all of the risks and rewards of ownership and does not retain control
over the transferred asset. Any interest in such derecognised financial assets that is created or retained
by the Company is recognised as a separate asset or liability.

The Company derecognises a financial liability when its contractual obligations are discharged or
cancelled, or expire.

Financial assets and financial liabilities are offset and the net amount presented in the Balance Sheet
position when, and only when, the Company has a legal right to offset the amounts and intends either to
settle them on a net basis or to realise the asset and settle the liability simultaneously.

(i) Non-derivative financial assets — measurement

Lodns and receivables

These asseis are initially recognised at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition, they are measured at amortised cost using the effective inferest
method, less any impairment. ’

Trade receivables are stated at their nominal value, less any provision for impairment, which
approximates to their fair value. Provision is made for any specific non-recoverable amounts based on
the Director’s assessment of recoverability.

Cash and cash equivalents
Cash and cash equivalents include bank overdrafis that are repayable on demand and form an integral
part of the Company’s cash management.

Cash equivalents are short-terin highly liquid investments with an original maturity of three months or

less from the date of acquisition that are readily convertible to known amounts of cash and subject to
insignificant risk of changes in value.
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Hotel Collection Hotel No. 7 Limited

Notes to the financial statements (continued)

Jor the period from 13 August 2014 (date of incorporation) to 31 December 2015
2 Significant accounting policies (continued)

Financial instrumients (continued)

(iiij) Non-derivative financial liabilities — measurement

Non-derivative financial liabilities are initially recognised at fair value less any directly attributable
transaction costs. Subsequent to initial recognition, these liabilities are measured at amortised cost
using the effective interest method.

(iv) Ordinary shares

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary
shares are recognised as a deduction from equity, net of any tax effects.

(v) Other finanéial linbilities

Trade and other payables are not interest bearing and are stated at their nominal value which
approximates to their fair value.

Impairment of financial assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at each balance
sheet date. Financial assets are impaired where there is objective evidence that, as a result of one or
more events that occurred after the initial recognition of the financial asset, the estimated future cash
flows of the investment have been affected. '

For all other financial assets objective evidence of impairment could include:

. significant financial difficulty of the issuer or counterparty; or
o default or delinquency in interest or principal payments; or
. it becoming probable that the borrower will enter bankruptcy or financial re-organisation.

_For certain categories of financial asset, such as trade receivables, assets that are assessed not to be
impaired individually are, in addition, assessed for impairment on a collective basis. Objective
evidence of impairment for a portfolio of receivables could include the Company’s past experience of
collecting payments, an increase in the number of delayed payments in the portfolio past the average
credit period of 30 days, as well as observable changes in national or local economic conditions that

_ correlate with default on receivables.

For financial assets cairied at amortised cost, the amount of the impairment is the differences between
the asset’s carrying amount and the present value of estimated future cash flows, discounted at the
financial asset’s original effective interest rate. The carrying ainount of the financial asset is reduced by
the impairment loss directly for all financial assets with the exception of trade receivables, where the
carrying amount is reduced through the use of an allowance account. When a trade receivable is
considered uncollectible, it is written off against the allowance account. Subsequent recoveries of
amounts previously written off are credited against the allowance account. Changes in the carrying
amount of the allowance account are recognised in profit or loss.
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Hotel Collection Hotel No. 7 Limited

Notes to the financial statements (continued)
Jfor the period from 13 August 2014 (date of incorporation) to 31 December 2015

2 Significant accounting policies (continued)
Provisions and contingent liabilities

A provision is recognised when the Company has a present legal or constructive obligation as a result
of a past event, it is probable that an outflow of economic benefits will be required to settle the
obligation and the amount of that outflow can be measured reliably. If the effect is material, provisions
are measured by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessment of the time value of money and the risks specific to the liability.

Where it is not probable that an outflow of economic benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a contingent liability, unless the probability of an
outflow of economic benefits is remote. Possible obligations, whose existence will only be confirmed
by the occurrence or non-occurrence of one or more future events, are also disclosed as contingent
liabilities unless the probability of an outflow of economiic benefits is remote. V

3 Revenue
Revenue is derived from hotel operations in the United Kingdom and includes the rental of rooms, food
and beverage sales, and other revenue. Revenue is recognised when rooms are occupied and food and

beverages are sold.

Revenue is therefore derived from one single segment of business, being‘_hotel operations, in one
geographical area, being the United Kingdom.

4 Staff numbers and costs

The average monthly number of persons, including the Executive Director, employed by the Company,
during the period was 161.

The aggregate payroll costs of these persons were as follows:

2015

£000

Wages and salaries u 2,486
Social security costs 156
Pension costs 13
2,655

The Executive Director is remunerated by another Group Company.
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Hotel Collection Hotel No. 7 Limited

Notes to the finaricial statements (continued)
for the period from 13 August 2014 (date of incorporation) to 31 December 2015

5 Net finance costs

Finance Costs

Interest expense on Inter-company loans
Finance Income

Interest receivable

Net Finance Costs

6 Operating profit

Operating profit derived from continuing activities is stated after charging:

Depreciation of property, plant & equipmient
Operating lease rentals
Staff costs (see note 4)

2015
£000

281

T 281

2015
£'000

190
8
2,655

EES

The Director’s and auditor’s remuneration are borne by another Group Company.

.7Tax

(a) Amounts recognised in profit or loss

Current tax
UK Corporation tax

Deferred tax

Timing adjustinents

Tangible fixed assets — allowances
Tangible fixed assets — Other

Total

Tax credit

2015
£000

)
167
(150)

Corporation tax is calculated at 20.45%. of the estimated taxable profit for the period.

23



Hotel Collection Hotel No. 7 Limited

Notes to the financial statements (continued)
for the period from 13 August 2014 (daie of incorporation) to 31 December 2015

7 Tax (continued)

(b) Reconciliation to total tax

Loss before taxation

Loss at standard corporation tax rate in the UK of 20.45%

Effects of:

Expenses not deductible for tax purposes
Group relief (received)/surrendeied
Impact of change in tax rates

2015
£000

(3,964)

(809)

790

27

8

Reductions in the UK corporation tax rate from 21% to 20% (effective from 1 April 2015) was
substantively enacted on 2 July 2013. The effective rate shown above is as @ result of this ¢hange in
corporation tax rate. Further reductions in the corporation tax rate to 19% (effective from 1 April 2017)
and 18% (effective 1 April 2020) were substantively enacted on 26 October 2015. This will réeduce the

Group’s future current tax charge accordingly.

(¢) Movements in deferred tax balances

31 December '

On  Recognised  Recognised Recognised
Acquisition in profit in OCI in equity 2015
or loss
£000 £000 £°000 £000 £000
Deferred tax liabilities
Tax losses - 151 - - 151
Tangible fixed assets - 410 167) - - 243
allowances.
Other - 8 - - 8
Total
410 (8) - - 402

" The deferred tax asset at the balance sheet date

substantively enacted at the balance sheet date.

has been calculated based on the rate of 18%



Hotel Collection Hotel No. 7 Limited

Notes to the financial statements (continued)
Jfor the period from 13 August 2014 (date of incorporation) to 31 December 2015

8 Property, plant and equipment

Plant,
Freehold Fixtures,
Land and Buildings Fittings and
and Building Improvements Equipment Total
£000 £000 £000
Cost:
On acquisition 11,354 446 11,800
Additions 255 214 469
At 31 December 2015 11,609 660 | 12,269
Depreciation and impairment :
Charge for period 16 174 190
Impairment 2,884 - 2,884
At 31 December 2015 2,900 174 3,074
Carrying amount:
31 December 2015 8,709 486 9,195

Eins——— )

A full independent valuation of the property was carried out by Knight Frank (“Knight Frank™) on 22
August 2014. This valuation indicated a fair value of £11,800,000 for the property on an open market
value basis. The indicative valuation was undertaken by Knight Frank on the assumption of its
continued use as a licensed operating hotel, inclusive of the trade furniture, furnishings and equipment.

For the purposes of the statutory financial statements, the Director has performed a discounted cash
flow of to provide an estimated fair value of £9,195,209 in respect of the property and associated
fixtures and fitlings. The members of the management team have real estate, hotel operations, financial
and business experience, which the Director has called upon along with his knowledge of the business
in order to forecast future cash flows and determine an appropriate discount rate to apply. The
valuation has been based on projected 10 year cash flow with an assumed year 10 exit, discounted at a
cost of capital deemed appropriate by the Board and not out of line with industry standards.

The recoverable amount is determined as the higher of value in use as calculated in the discounted cash
flow valuation and fair value less costs of disposal. In determining an asset’s recoverable amount the
directors are required to make judgements, estimates and assumptions that impact on the carrying value
of the properties. The estimates and assumptions used are based on historical experience and other

v factors that are believed to be reasonable based on information available.
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Hotel Collection Hotel No. 7 Limited

Notes to the financial statements (continued)
for the period from 13 August 2014 (date of incorporation) to 31 December 2015

8 Property, plant and equipment (continued)

The estimated fair values of the fréehold land and buildings would iricrease/(decrease) if:
» the discount rate was (higher)/lower;
« the trading performance of the hotels improved (declined); or
. » market yields (increased)/decreased.

The property is categorised as level 3 in the IFRS 13 fair value hierarchy. The continued challenging
market conditions, lack of comparable transactions and the degree of volatility in pricing that has been
observéd by the wider Amaris group through offers received for certain properties during the period
and post period end, indicate that considerable judgement has been applied in the assessment of this
property value.

9 Goodwill

2015

Cost: £2000
On acquisition 933
At 31 December 2015 933
Impairment
Charge for period 933
At 31 December 2015 933
Carrying value at 31

December 2015 . A -

The goodwill was incurred in settling debts to suppliers and staff of the previous asset owning
Company and honouring customer deposits paid to the previous asset owning Company. The goodwill
was impaired (o £nil as at 31 Decemniber 2014 due to the fact tliat the recoverable amount of the hotel
operation was less than the carrying amount of the hotels and related goodwill. '
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Hotel Collection Hotel No. 7 Limited

Notes to the financial statements (continued)
Jor the period from 13 August 2014 (date of incorporation) to 31 December 2015

10 Trade and other receivables

2015
£2000
Trade debtors 106
Prepayments 55
T3
Trade debtors is stated net of a bad debt provision of £18k. )
11 Trade and other payables
2015
£°000
Trade creditors 128
Accruals 289
VAT 74
Other Creditors 4]
Amounts due to associated companies 771
Amount due to parent Company 12,294
13,597

The amount due to associated companies is unsecured, interest free and repayable on demand.

The loan of £12,294,715 is from the Company’s parent Company LSREF III Wight Hotel Investments
Limited (“LSREF III"), and is repayable upon demand, secured on the company’s sole asset The
Shrigley Hall Hotel and bears interest at LIBOR plus 1.1%. The parent company has confirmed to the
Director that this amount will hot be recalled for a minimum 12 months from date of signing these
financial statements. The parent Company, LSREF 111, is in turn reliant on its lender, LSREF III Wight
Limited, not to recall its debt. LSREF III Wight Limited has therefore confirmed in writing that it will
not recall its loan for a minimum of 18 months from the date of that letter (see note 2, Going Concern).

The Borrowings of the entities which collectively trade as The Hotel Collection are secured by a charge
over all of The Hotel Collection hotels. Addmonally Citicorp Trustee Company Limited who are lender
to the Amaris Hospitality DAC Group hold a charge over all of The Hotel Collection hotels.

12 Share capital

2015
£
Authorised:
1 ordinary share of £1 each 1
Called up issued and paid up:
1 ordinary share of £1 each 1
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Hotel Collection Hotel No. 7 Limited.

Notes to the financial statements (continued) A
for the period from 13 August 2014 (date of incorporation) to 31 December 2015

13 Pensions

The Company operates a defined contribution pension scheme. The total expense charged to the profit
and loss account in the period was £12,648. At 31 December 2015 £1,247 of pension contributions
were owing to the scheme.

14 Commitments

(a) Capital commitments

At 31 December 2015 the Company had capital commitments of £96,723 in respect of hotel
refurbishment costs.

(b) Operating lease commitments
The leases entered into by the Company are operating for operating assets and IT infrastructure.
Lease payments under operating leases recognised as an expense in the period amounted to £8k.

Non-cancellable operating lease rentals payable are set out below. These represent the minimum
future lease payments in aggregate that the Company is required to make under existing lease

arrangements.
2015
£000
Less than one year 13
Between one and five years 38
Between five and ten years -
Between ten and 20 years -
Beyond 20 years -
51

15 Related Party Transactions
The Company has taken advantage of the exemption conferred by FRS 101:8 Related party disclosures’

not to disclose transactions between itself and its fellow subsidiary company’s on the basis that the
Company was a wholly 6wned subsidiary of Amaris Hospitality DAC, as explained in note. 16.
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Hotel Collection Hotel No. 7 Limited

Notes to the financial statements (continued)
Jor the period from 13 August 2014 (date of incorporation) to 31 December 2013

16 Parent Company and ultimate controlling party

The Company is incorporated in the UK and is a wholly owned subsidiary of LSREF III Wight Hotel
Investments Limited a company incorporated in the Repubhc of Ireland. The Parent Company of the
smallest group of undertakings of which the Company is a member and in whose Group Financial
Statements it is included is Amaris Hospitality DAC a company incorporated in the Republic of
Ireland. The ultimate beneficial owners of Amaris Hospitality DAC are Lonestar Real Estate Fund III

(U.S.) L P and Lonestar Real Estate Fund III (Bermuda) L.P. Amaris Hospitality DAC has financial
statements publicly available at 146 Pembroke Road, Ballsbridge, Dublin 4, Republic of Ireland.

17 Post balance sheet events

In April 2016, the intended sale of 1he Hotel Collection Group including ths Company was publicly
announced.

18 Approval of financial statements

The financial statements were approved by the Director on 31 May 2016.
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