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Britannia Hospitality Limited

Strategic report
for the year ended 31 December 2016

Principal activities and future developments

The principal activity of the company is that of a holding company. The principal activity of the group is that of
luxury hotefiers. The group will continue to owr The Stafford Hotel.

Results and dividends

The statement of comprehensive income is set out an page 7 and shows the loss for the year of £1,023,000
(2015 - loss £1,798,000). Based on the losses generated the recommendation is for no dividend payment to be
made (2015 - £ Nil).

Financial review

Turnover, occupancy and average room rate all increased in 2016 compared with 2015, as detailed below.
EBITDA was £3.2m {2015 - £2.1mj}.

The Stafford Hotel continues to be managed by its existing ‘in-house’ operations team and is a stand-alone
independert hotel affiliated on a short term agreement with Preferred Hotels Group for Global sales distribution
purposes,

Key performance indicators 2018 2015
Turnover from continuing operations (£m) 13.0 11.8
Hotel occupancy 70.8% 67.5%
Average Room Rate (F) 338 311
RevPAR (Revenue per available room) (£} 240 210

Principal risks and uncertainties

This section describes some of the risks that could affect the group's business activities. Not all potential risks
are listed but those that, in the opinion of the board, could have a material effect on revenues, profits, net assets
and financial resources.

Events that adversely impact domestic or international travel

The ability to sustain given levels of eccupancy and room rates can be adversely affected by events that reduce
domestic or international travel. Such events may include acts of terrorism, epidemics, natural disasters,
increased cost of travel and industrial action. The group has in place contingency and recovery plans to enable it
to respond to major incidents.

Key personnel

Implementation of the graup's strategy depends cn its ability to attract, develop and retain employees with the
appropriate skills, experience and aptitude. Implementation and development of a company induction scheme as
well as ongoing training and development combined with attractive compensation, benefit and incentive schemes
all help to minimise this risk.

Information technology systems and infrastructure

The group invests in systems that are appropriate © the business so as to maximise client relationship
management, provide effective communication internaily and externally and provide comprehensive reporting
capability with suitable levels of security and data protection. The monitoring and development of such systems
are out-sourced to provide continuity and a cost-effective solution,



Britannia Hospitality Limited

Strategic report
for the year ended 31 December 2016 (confinued)

Financial risk management

The group's operations expose it to a variety of financial risks that include the effects of changes in price risk,
treasury risk, credit risk, liquidity and cash flow risk.

Price risk- The hofel industry supply and demand cycle

The hotel industry operates in an inherently cyclical market piace. A weakening in demand or an increase in
market supply may lead to downward pressure on room rates and/or occupancies. The graup has systems in
place that are designed to minimise the impact of such fluctuations as far as possible to optimise operating
profits.

Treasury risk

In view of the group's expasure to upward fluctuations in interest rates, hedging instruments are used to minimise
the potential impact on profitability.

Credit risk - The ability to borrow and satisfy debt covenants

The group utilises facilities provided by #ts bankers to fund its operational and refurbishment programmes. The
provision of such funds is dependent upon their availability i the market ptace and the perception of the group's
ability to service such facilities. The facilities available are subject to debt covenants. These are reviewed
regularly by management to ensure compliance throughout the year. The directors are confident that the group
will continue to be able to secure these funds when required.

Liguidity and cash flow risk

The group manages liquidity risk by maintaining adequate reserves and by monitoring forecast and actual cash
flows. The group's loan facility ensures continuity of funding.

Financial instruments

The group finances its assets and operations using retained earnings, group loans and bank borrowings, The
group is exposed fo the usual credit risk and cash flow risk associated with sefling on credit and manages this
through credit control procedures.

The group’s financial risk management cbjective is to hedge its exposure to currency and interest rate risks
through appropriate derivative instruments with the group's Bankers.

Approval

This Strategic Repor/t was approved by order of the Board on 29 June 2017,

M H Bakr
Director



Britannia Hospitality Limited

Report of the directors
for the year ended 31 December 2016

The directors present their report together with the audited financial statements for the vear ended 31 December
2018,

Principal activities and future developments

The principal activity of the group in the year under review, which has remained unchanged during the financial
year, was that of luxury hoteliers.

The group will continue to awn and manage the hotel,

Matters covered in the strategic report

As permitted by paragraph 1A of schedule 7 to the Large and Medium Sized Companies and Groups (Accounts
and Reports) Regulation 2008, certain matters which are required to be disclosed in the directors' report have
been omitted as they are included in the Strategic Report on page 1.

Directors
The directors of the company throughout the year were:

M H Bakr
M Armitstead

The company has pul in place qualifying third party indemnity provisions for all of the directors of Britannia
Hospitality Limited.

Directors’ responsibilities

The directors are responsible for preparing the strategic report, the directors’ report and the financial statements
in accordance with applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have prepared 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 group and of the profit or loss of the group for that period. In preparing these financiai
statements, the directors are required to:

+ select suitable accounting policies and then apply them consistentty;
* make judgements and accounting estimates that are reasonable and prudent; and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable him to ensure that the financial statemends 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 iregutarities.



Britannia Hospitality Limited

Report of the directors
for the year ended 31 December 2016 (continued)

Disclosure of inforimation to auditor
Fach of the persons who are directors at the time when this Directors’ report is approved has confirmed that:

® 5o far as that director is aware, there is no relevant audit information of which the company's auditor is
unaware, and

° that director has taken all the steps that ought to have been taken as a director in order to be aware of any
relevant audit information and to establish that the company's auditor is aware of that information.

Auditor

The auditor, BDO LLP, will be proposed for reappointment in accordance with section 485 of the Companies Act
20086,

This report was approved by the board and signed on its behaif,

M H Bakr
Director

29 June 2017



Britannia Hospitality Limited

Independent auditor's report

TO THE MEMBERS OF BRITANNIA HOSPITALITY LIMITED

We have audited the financial statements of Britannia Hospitality Limsited for the year ended 31 December 2018
which comprise the consolidated statement of comprehensive income, the consalidated balance sheet, the
consclidated statement of changes in equity, the consofidated cash flow statement, the company balance sheet,
the company statement of changes in equity and the related notes. 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).

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 o them in an auditor's report and for no other purpose. To the fullest
extent permilted by faw, we do not accept or assume responsibility to anyone other than the Company and the
Campany's members as a body, for our audit work, for this report, or for the epinions 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 view. Ouwr
responsibility is to audit and express an opirion on the financial statements in accordance with applicable law
and International Standards on Auditing (UK and Ireland}. Those standards require us to comply with the
Financiat Reporting Council's (FRC’s) Ethicat Standards for Auditors,

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the FRC's website at
www frc.org.uk/auditscopeukprivate.

Opinion

In our opinion the financial statements:
s give a true and fair view of the state of the Group's and the Parent Company’s affairs as at 31 December
2016 and of Group's loss 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 2008.

Opinion on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:
» the information given in the strategic report and directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

« the strategic report and directors' report have been prepared in accordance with applicable legal
requirements.



Britannia Hospitality Limited

Independent auditor's report (continued)

Matters on which we are required to report by exception

In light of the knowledge and understanding of the company and its envirenment obtained in the course of the
audit, we have not identified material misstatements in the strategic report or the directors’ report.

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:
+ adequate accounting records have not been kept by the parent company, or returns adequate for our
audit have not been received from branches not visited by us, or
* the parent company 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 audit.

oy 1L

Stuart Collins (senior statutory auditor)

For and on behalf of BDO LLP, statutory auditor
l.ondon

United Kingdom

29 June 2017

BDO LLP is a limited liability partnership registered in England and Wales (with registered number OC305127).



Britannia Hospitality Limited

Consolidated statement of comprehensive income

for the year ended 31 December 2016

Note
Turnover 3
Cost of sales
Gross profit
Administrative expenses
Group operating profit 4
Interost receivable
fnterest payable and similar charges 8
Loss on ordinary activities before taxation
Taxation on foss on ordinary activities 9

Total comprehensive loss for the year

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

2016 2015
£'000 £'000
(restated)
13,004 11,559
{9,755) (9,341)
3,249 2,218
{1,304) (1,255)
1,945 963
K3 -
{3,761) (3.478)
{1,813) (2,515)
790 719
{1,023) (1.796)




Britannia Hospitality Limited

Consolidated balance sheet
at 31 December 2016

Company number 06766334 Note 2016 2016 2015 2015
£000 £'000 £'000 £'000
(restated) (restated)

Fixed assets

Intangible assets 11 951 1,025
Tangible assets 12 87,815 88,424
88,766 89,449

Current assets
Stocks 14 164 166
Debtors 15 1,361 1,456
Cash at bank and in hand 16 1,317 1,025

2,842 2,647
Creditors: amounts falling due
within one year 17 (6,091} (5,085)
Net current liabilities (3,249} {2,438)
Total assets less current
liahiiities 85,517 87,011
Creditors: amounts falling due
after more than one year 18 (92,822} (92,360}
Provisions for liabilities
Deferred taxation 22 {2,794) (3.727)
Net liabilities {10,099) (8,078)

Capital and reserves

Called up share capital 23 - -
Revalyation reserve 8,439 8,439
Profit and loss account {18,538) {(17,515)

{10,099) (9,076}
The financial statements,were approved by the Board of Directors and authorised for issue on 29 June 217,

A

M H Bakr
Director

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

10



Britannia Hospitality Limited

Consolidated statement of changes in equity

for the year ended 31 December 2016

At 1 January 2015

l.oss for the year

At 31 December 2015
{Previously stated)

Prior year adjustment - see note 22

At 31 December 2015
(As restated)

Loss for the year

At 31 December 2016

Profit

Share Revaluation  and loss Total
capital reserve account equity
£'000 £'000 £000 £'000

8,439 {(15,719) (7,280)
- - (2.515) (2,515)
- 8,439 (18,234) (9,795)
- - 719 719
- 8,439 (17.,518) (8,076)
- - {1,023) (1,023)
- 8,439 (18,538) {10,099)

The notes on pages 13 to 28 form part of these financial statements.

i1



Britannia Hospitality Limited

Consolidated statement of cash flows
for the year ended 31 December 2016

2016 2015
£000 £'000

Cash flows from operating activities
L.oss on ordinary activities before taxation (1,813) (2.5153)
Adiustments for:
Depreciation of tangible fixed assets 1,151 1,106
Amortisation of intangible fixed assets 74 73
Net interest payable 3,761 3,478
{Increase)decrease in trade and other debtors (316} 223
Decrease in stocks 2 48
Increase/(decrease) in trade and other creditors 375 (436)
Cash from operations 3,234 1,977
Interest paid {1,969) {1.342)
Net cash generated from operating activities 1,265 635
Cash flows from investing activities
Purchase of tangible fixed assets (542} {244)
Interest received 3 -
Net cash outflow from investing activities {539) (244)
Cash flows from financing activities
New bank loans 80 714
Bank joans repaid (920) {1,150)
Group loans received 406 .
Net cash used in financing activities (434) (436)
Net increase/ (decrease) in cash and cash equivalents 292 (45)
Cash and cash equivalents at beginning of year 1,025 1,070
Cash and cash equivalents at end of year 1,317 1,025

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

12



Britannia Hospitality Limited

Company balance sheet
at 31 December 2016

Company number 06766834 Note 2016 2016 2015 2015
£'000 £000 £000 £'000

Fixed assets

Investments 13 36,930 36,830
Current assets
Cash at bank and in hand 16 507 504

507 504
Creditors: amounts falling due
within one year 17 {2,028} (1,064)
Net current liabilities (1,521) (560)
Total assets less current
liabilities 35,409 36,730
Creditors: amounts failing due
after more than one year 18 {54,241) (52,978}
Net iiabilities {18,832) (16.608)

Capital and reserves

Called up share capital 23 - -
Profit and loss account (18,832} {16,608}
Shareholders' deficit {18,832} (16,608}

The company has taken advantage of the exemption allowed under section 408 of the Companies Act 2006 and
has not presented its own statement of comprehensive income in these financial statements. The loss after tax of
the parent company was £2,224,000 (2015 - loss £2,307,000).

The financial statements ere approved by the Board of Directors and authorised for issue on 29 June 2017,

M H Bakr
Director

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

13



Britannia Hospitality Limited

Company statement of changes in equity
for the year ended 31 December 2016

Profit

Share and loss Total

capital account equity

£000 £'000 £000
At 1 January 2015 - (14,301) {14,301)
l.oss for the year - (2,307) {2,307}
At 31 December 2015 - (16,608) {16,608)
Loss for the year - (2,224} {2,224)
At 31 December 2016 - (18.832) (18,832}

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

14



Britannia Hospitality Limited

Notes forming part of the financial statements
for the year ended 31 December 2016

Accounting policies

Britannia Hospitality Limited is a private company, limited by shares, incorparated in England and Wales
under the Companies Act 2006, The address of the registered office is given on the company information
page and the nature of the company’s operations and principal activity are set out in the strategic report.

The financial statements have been prepared in accordance with FRS 102. the Einancial Reporting
Standard applicable in the United Kingdom and the Republic of Irefand and with the Companies Act 2G06.
The preparation of financial statements in compliance with FRS 102 requires the use of certain critical
accounting estimates. It also requires management to exercise judgement in applying the company’s
accounting policies. The comparatives have been restated to correct a material overstatement of deferred
tax provision (see note 17).

Parent company disclosure exemplions

In preparing the separate financial statements of the parent company, advantage has been taken of the
following disclosure exemptions available in FRS 102:

< Only one reconciiiation of the number of shares outstanding at the beginning and end of the period has
been presented as the reconciliations for the group and the parent company would be identical;

« Disclosures in respect of the parent company's financial instruments have not been presented as
equivalent disclosures have been provided in respect of the group as a whole; and

e No disclosure has been given for the aggregate remuneration of the key management personnei of the
parent company as their remuneration is included in the totais for the group as a whole,

Going concern

Based on future trading projections the directors are satisfied that for a period of at least 12 months from the
date of approval of the these financial statements, the group and company can meet all liabilittes as they fall
due. The financial siatements have therefore been drawn Up on a going concern basis.

The following principal accounting poficies have been applied:
Basis of consolidation

The financial statements consolidate the results of Britannia Hospitality Limited and its subsidiary
undertaking (‘'subsidiary') as if they formed a single entity {“the Group”). intercompany transactions and
balances between group companies are therefore eliminated in full.

Turnover

Turnover represents amounts receivable for accommodation, foed and beverage sales and anciflary hotel
services provided in the normal course of business, net of trade discounts, VAT and other sales related
taxes. Turnover is recognised at the point at which goods and services are delivered to the customer,
Deposits which have been received at the balance sheet date for which services have not yet been provided
are shown as payments in advance within creditors.

Tangible fived assets

Tangible fixed assels are stated at historical cost less accumulated depreciatian and any accumulated
impairment losses. Historical cost includes expenditure that is directly attributable to bringing the asset to
the location and condition necessary for it to be capable of operating in the manner intended by
management,

The group adds to the carrying amount of an item of fixed assets the cost of replacing part of such an item
when that cost is incurred if the replacement part is expected io provide incremental future benefits to the
group. The carrying amount of the replaced part is derecognised. Repairs and maintenance are charged to
profit or loss during the period in which they are incurred.

15



Britannia Hospitality Limited

Notes forming part of the financial statements
for the year ended 31 December 20186 (continued)

Accounting polficies (continued)
Depreciation

Freehold tand is hot depreciated. Freehold buildings are not depreciated as it is considered that residual
value is not materially below the book value, and this is supported by periodic impairment reviews or
valuations. Depreciation on other assets is charged so as to allocate the cost of assets less their residual
value over their estimated useful lives, using the straight-ine method. The estimated useful lives range as
follows:

Motor vehicles - byears
Fixtures and fittings -  3to0 16 years
Work in progress - not depreciated

The assets' residual values, useful fives and depreciation methods are reviewed, and adjusted prospectively
if appropriate, if there is an indication of a significant change since the last reporting date.

Gains and osses on disposals are determined by comparing the proceeds with the carrying amount and are
recoghised within ‘other operating income' in the statement of comprehensive income.

Freshold property comprises a property revalued previously by external valuers every five years and the
valuation has been reflected in the financial statements as at 31 December 2013 and is treated as deemed
cost in accordance with the transitional rules of FRS102, The surplus on book value has been transferred o
the revaluation reserve, Freehold building is not depreciated as the residual value of the asset is expected
to be at least the book amount.

Valuation of investments

Investment in shares in the subsidiary undertaking, which have been classified as fixed asset investmenis
as the Group intends to hold them on a continuing basis, is measured at cost less accumulated impairment.
Any such impairment is taken to the Profit and Loss Account in the period.

Hedge accounting

The group has entered into derivative financial instruments to manage its exposure to interest rate cash flow
risk on s variable rate debt, such hedging being mandated in the terms of the external loan agreement.
These derivatives are measured at fair value at each reporting date and movements in fair value are
recognised in other comprehensive income. Hedge accounting is not applicable.

Impairment of fixed assets and goodwil!

Assets that are subject to depreciation or amortisation are assessed at each reporting date to determine
whether there is any indication that the assets are impaired. Where there is any indication that an asset
may be impaired, the carrying value of the asset is tested for impairment. An impairment loss is recognised
for the amount by which the asset's camrying amount exceeds s recoverable amount. The recoverable
amount is the higher of an asset's fair value less costs to sell and value in use. For the purposes of
assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable
cash flows. Non-financial assets that have been previously impaired are reviewed at each reporting date o
assess whelher there is any indication that the impairment losses recognised in pricr periods may no longer
exist ar may have decreased.

16



Britannia Hospitality Limited

Notes forming part of the financiai statements
for the year ended 31 December 2016 (continued)

Accounting policies (continued)
Stocks

Stocks are stated at the lower of cost and net realisable value, being the estimated selling price less costs to
complete and sell. Cost is based on the cost of purchase on a first in, first out basis.

At each reporting date, inventories are assessed for impairment. I inventory is impaired, the carrying
amount is reduced to its selling price less costs to complete and sell, The impairment loss is recognised
immediately in profit or loss.

Debtors

Short term debtors are measured at transaction price, less any impairment, Loans receivable are measured
initially at fair value, net of transaction costs, and are measured subsequently at amortised cost using the
effeclive interest method, {ess any impairment,

Cash and cash equivalents

Cash is represented by cash in hand and deposits with financial institutions repayable without penalty on
notice of not more than 24 hours.

Financial instruments

Debt instruments (other than those whoily repayable or receivable within one year), including lcans and
other accounts receivable and payable, are initially measured at present value of the future cash flows and
subsequently at amortised cost using the effective interest method. Debt instruments that are payable or
receivable within one year, typically trade payables or receivables, are measured, initially and subsequently,
at the undiscounted amount of the cash or other consideration, expected to be paid or received. However if
ihe arrangements of a short term instrument constitule a financing transaction, like the paymant of a trade
debt deferred beyend normal business terms or financed at a rate of interest that is not a market rate or in
case of an outright short term loan not at market rate, the financial asset or lizbility is measured, initially, at
the present value of the future cash flow discounted at a market rate of interest far a simitar debt instrument
and subsequently at amortised cost,

Financial assets that are measured at cost and amortised cost are assessed at the end of each reporting
period for abjective evidence of impairment. If objective evidence of impairment is found, an imgairment loss
is recognised in the Income statement.

For financial assets measured at amortised cost, the impairment loss is measured as the difference
between an asset’s carrying amount and the present value of estimated cash flows discounted at the asset’s
original effective interest rate. If a financial asset has a variabie interest rate, the discount rate for measuring
any impairment loss is the current effective interest rate determined under the contrac,

For financial assets measured at cost less impairment, the impairment loss is measured as the difference
between an assel's carrying amount and best estimate, which is an approximation of the amount that the
company would receive far the asset if it were to be sold at the reporling date.

Financial assets and liabilities are offset and the net amount reported in the Statement of financial position
when there is an enforceable right to set off the recognised amounts and there is an intention to settle on a
net basis or to realise the asset and seltle the liability simultaneously.

Derivatives, including interest rate caps and swaps, are not basic financial instruments. Derivatives are
initially recognised at fair value on the date a derivative contract is entered into and are subsequenily re
measured at their fair value. Changes in the fair value of derivatives are recagnised in the income staterment
in finance costs or income as appropriate.

17



Britannia Hospitality Limited

Notes forming part of the financiai statements
for the year ended 31 December 2016 {continued)

Accounting policies (confinued)
Creditors

Short term creditors are measured at the transaction price. Other financial liabifities, including bank loans,
are measured initially at fair value, net of transaction costs, and are measured subsequently at amortised
cost using the effective interest method.

Foreign currency translation

{a) Functional and presentation currency
ltems included in the financial statements of each of the group's entities are measured using ‘sterling’, the
currency of the primary economic environment in which the entity operates {‘the functional currency').

{b) Transactions and balances

Foreign currency transactions are translated into the group enfity's functional currency using the exchange
rates prevailing at the dates of the fransactions. Foreign exchange gains and losses resuiting from he
settlement of such transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in foreign currencies are recognised in profit or loss.

Foreign exchange gains and losses that relate to borrowings and cash and cash equivalents are presented
in profit or loss within 'finance income or costs’. All other foreign exchange gains and losses are presented
i profit or loss within ‘other operating income'.

Financial iabilities and equity

Financial liabilities and equity are classified according to the substance of the financial instrument's
contractual obligations, rather than the financial instrument's legal form.

Finance costs

Finance costs are charged to profit or loss over the term of the debt using the effective interest rate method
so that the amount charged is at a constant rate on the carrying amount. Issue costs are initially recognised
as a reduction in the proceeds of the associated capitat instrument.

Dividends

Equity dividends are recognised when they become legally payabie. Interim equity dividends are
recognised when paid. Final equity dividends are recognised when approved by the shareholders at an

annual general meeting. Dividends on shares recognised as liabilities are recognised as expenses and
classified within interest payable.

18



Britannia Hospitality Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 {continued)

Accounting policies (continued)
Intangible assets
Goodwifl

Goodwill represents the excess of the cost of a business combination over the fair value of the group's
share of the net identifiable assets of the acquired subsidiary at the date of acquisition. Goodwill on
acquisition of the subsidiary undentaking is inciuded in intangible assets'. Goodwill is carried at cost less
accumulated amortisation and accumulated impairment losses. Goodwill amortisation is calculated by
applying the straight-line methad to its estimated useful life of 20 years.,

Estimates of the useful economic life of goodwill are based on a variely of factors such as the expected use
of the acquired business, the expected useful life of the cash generating units to which the goodwill is
attributed, any legal, regulatory or contractual provisions that can limit useful life and assumptions that
market participants would consider in respect of similar businesses.

Current and deferred taxation

The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss,
except that a change attributable to an item of income or expense recognised as other comprehensive
income or to an item recognised directly in equity is also recognised in other comprehensive income or
direclly in equity respectively.

The current income tax charge is calculated on the basis of tax rates and laws that have been enacted or
substantively enacted by the reporting date.

Deferred balances are recognised in respect of all timing differences that have originated but not reversed
by the balance sheet date, except:

= The recognition of deferred tax assets is fimited to the extent that it s probable that they will be
recovered against the reversal of deferred tax liabilities or other future taxable profits;

° Any deferred tax balances are reversed if and when all conditions for retaining associated tax
allowances have been met; and

*  Where timing differences relate o interests in subsidiaries, associates, branches and joint ventures and
the group can control their reversal and such reversal is not considered prebable in the foreseeable
future,

Deferred tax balances are not recognised in respect of permanent differences except in respect of business
combinations, when deferred tax is recognised on the differences between the fair values of assets acquired
and the future tax deductions available for them and the differences between the fair values of liabilities
acquired and the amount that will be assessed for tax,

Deferred income tax is determined using tax rates and laws that have been enacted or substantively
enacted by the reporting date.

Leased assefs

Rentals under operating leases are charged to the profit and loss account on a straight-line basis over the
lease term. There are no finance leases.

Fensions

The group operates a defined contribution pension scheme and the pension charge represents the amounts
payabie by the group to the fund in respect of the year,

19



Britannia Hospitality Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 (confinued)

Judgements in applying accounting policies and key sources of estimation uncertainty

In preparing these financial statements, the directors have made the following judgements:

[-3

Determine whether leases entered into by the group as a lessee are operating or finance leases. These
decisions depend on an assessment of whether the risks and rewards of ownership have been
transferred from the fessor to the lessee on a lease by lease basis.

Determine whether there are indicators of impairment of the group's tangible and intangible assets,
including goodwili. Factors taken into consideration in reaching such a decision include the economic
viability and expected future financiai performance of the asset.

Other key sources of estimation uncertainty

L]

Tangible fixed assets (see nofe 12)

Tangible fixed assets are depreciated over their useful lives taking into account residual values, where
appropriate. The actual lives of the assets and residual values are assessed annually and may vary
depending on a number of factors such as technalogical innovation, product life cycles and maintenance
programmes. Residuaj value assessments consider issues such as future markel conditions, the
remaining life of the asset and projected disposal values.

Turnover

The whole of the turnover is attributable 10 one principal activity of the group, being that of the operation of a
hatel in Landon.

All turnover arcse within the United Kingdom.

Operating profit

2016 2015
£000 £'000
This has been arrived at after charging/{crediting):
Depreciation of tangible fixed assets 1,151 1,106
Amortisation of intangible fixed assets 74 73
Fees payabte to the company's auditor - audit 32 34
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Britannia Hospitality Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 (continued)

Employees
2016 2015
£000 £'000
Staff costs (including directors) consist of:
Wages and salaries 3,365 3,038
Sociat security costs 298 259
Cost of defined contribution pension scheme 83 81
3,746 3,388

The average number of employees (including directors) during the year was as foflows:

2016 2015

Number Number
Administrative and hotel staff 115 106
Management staff 23 23

138 129

A defined contribution pension scheme is operated by the group on behalf of the employees of the
subsidiary undertaking, The assets of the scheme are held separately from those of the group in an
independently administered fund, The pension charge represents contributions payabla by the group to the
fund and amounted to £83,000 (2015 - £91,000).

All staff costs arise in the subsidiary company except £64.000 of directors remuneration (2015 - £66,000).

Directors’ remuneration

2016 2015
£'000 £'000
Directors’ emoluments 314 238

Emoluments of the highest paid director were £174,000 (2015 - £129,510). There were no directors in the
group's defined contribution pension scheme (2015 - Nil).
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Britannia Hospitality Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 {continued)

7 Income from investments

2016 2015
£'000 £'000
Inceme from subsidiary undertaking {management fees) 100 100
8  Interest payable and similar charges
2016 2015
£'000 £000
Bank loan interest 1,299 1,342
Amaortisation of debt issue cosis 119 119
Amartisation of other prepaid finance costs 369 -
Interest on loan notes 1,933 1,966
Fair vaiue movements 50 51
3,761 3,478
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Britannia Hospitality Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 {continued)

Taxation on loss on ordinary activities

20186 2015

£'000 £'000
UK corporation tax
Total current tax 143 -
Adjustment re prior periods 2 -

145 -
Deferred tax
Origination and reversal of timing differences {736) (344)
Effect of rate changes (199} (375)
Total deferred tax {see note 22) (935} {719)
Taxation on loss on ordinary activities (790) (719}

The tax assessed for the year is lower than the standard rate of corporation tax in the UK applied to loss
before tax. The differences are explained below:

2016 2015

£'000 £000
Loss on ordinary activities before tax (1,813} {2,515)
Profit/ (Joss) on ordinary activities at the standard rate
of corporation tax in the UK of 20% (2015 - 20.25%) {363) (509}
Effects of:
Expenses not deductible for tax purposes 257 184
Fixed assets differences 78 4
Deferred tax not recognised 162 -
Short term timing difference leading to an increase in taxation - 321
Indexation relief {681} (344)
Effect of rate changes {243) (375)
Total tax for period (790) {719)

For further information on deferred tax balances see note 22,
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Britannia Hospitality Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 (continued)

10 Parent company loss for the year

11

The company has taken advantage of the exemption allowed under section 408 of the Companies Act 2006
and has not presented its own statement of comprehensive income in these financial statements. The loss
after tax of the parent company was £2,224,000 (2015 - loss £2,307,000).

Intangibie assets

Goodwill on
consolidation
Group £'000¢
Cost
At 1 January 2016 and 31 December 2016 1,479
Accumulated amortisalion
At 1 January 2016 454
Provision for the year 74
At 31 December 2018 528
Net book value
At 31 December 2016 951
Al 31 Decemher 2015 1,025
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Britannia Hospitality Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 (continued)

12 Tangibie assets

Land and Motor Fixtures Work in

buildings vehicles and fittings progress Total
Group £'000 £'000 £'000 £'000 £'000
Cost or valuation
At 1 January 2016 82,965 20 11,970 406 95,361
Additions - - 487 55 542
Transfers - - 189 {189) -
At 31 December 2016 82,965 20 12,646 272 95,303

Accumulated depreciation

AL 1 January 2016 - 16 6,921 - 6,937
Provision for year - 4 1,147 - 1,151
At 31 Becember 2016 - 20 8,068 - 8,088
Net book value

At 31 December 2016 82,965 - 4,578 272 87,815
At 31 December 20156 82,965 4 5,049 406 88,424

The net book value of land and buildings may be further analysed as follows:

Group Group Company Company

20186 2015 2016 2015

£'000 £'000 £'000 £'000
Freehold 82,965 82,965 Nil Nil

If the land and buildings had not been included at valuation they would have been included under the
historical cost convention as follows:

2016 2015
£'000 £'000
Cost 36,620 36,620
Accumulated depreciation - -
Net boak value 36,620 36,620

The Stafford Hotel was valued at 8 April 2013 by Cushman & Wakefield, an external firm of cansultant
surveyors and valuers, in accordance with the Appraisal and Valuation Manual of the Roval institution of
Chartered Surveyors, an an exisling use basis as a fuily equipped operational entity. The valuation has
been reflected in the financial statements as at 1 January 2014 and is treated as deemed cost in
accordance with the transitional provisions of FRS102.
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Britannia Hospitality Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 (continued)

13 Fixed asset investments

Investments
in subsidiary
company

Company £'000

Cost

At 1 January 2016 and 31 December 20186 36,930

Net book value

At 31 December 2016 36,930

At 31 December 2015 36,230

The company's investments at the balance sheet dale in the share capital of a company comprises:

Subsidiary company Country of Proportion of Nature of business
incorporation voting rights
or registration and ordinary
share capital
held
The Stafford Hotel Limited UK 100% Operating of a hotal in
Londen

The registered address of The Stafford Hotel Limited is the same as the company.

14 Stocks
Group Group Company Company
2016 2015 2016 2015
£'000 £'000 £'000 £000
Finished goods and goods for resale 164 166 - -

The stocks consist of food and beverage, merchandise for sale, housekeeping and maintenance materials.
The directors are of the opinion that the replacement cost of these stocks is not significantly different to their
carrying value,

26



Britannia Hospitality Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 {continued)

15 Debtors
Group Group Comgpany Company
2016 2015 2016 2015
£'000 £'000 £'000 £000
Due within one vear:
Trade debtors 761 442 - -
Other debtors 67 - - -
Interest rate hedge derivative 71 121 - -
Prepayments and accrued income 462 893 - -
1,361 1,458 - -

16 Restricted cash balances

At 31 December 2016, cash balances with the bank includes £Nil (2015 - £502,000) which is maintained in
the interest shortfali account as required by the term loan and revolving facilities agreement,

17 Creditors: amounts failing due within one year

Group Group Company Company
20186 2015 2016 2015
£°000 £'000 £000 £'000
Bank feans (see note 19) 3,295 3.215 - -
Trade creditors 858 724 - -
Amounis owed fo group undertakings 577 171 2,028 1,064
Corporation Tax 143 “ - -
Taxation and social security 718 559 - -
Other creditors 6 82 - .
Accruals and deferred income 493 334 - -
6,091 5,085 2,028 1.064

18  Creditors: amounts falling due after more than one year

Group Group Company Company
2016 2015 2016 2015
£'000 £'000 £000 £'000
Banlk loans (see note 19) 38,581 39,382 - -
Loan notes to WARM Foundation 53,718 42,981 83,718 42,981
Interest payable on Loan Notes 23 9,497 23 9,497
Other creditors (see note 25) 500 500 500 500
92,822 92,360 54,241 52,978

The loan notes (listed on the Channel Istand Stock Exchange) are repayable on 31 December 2025. These
notes bear interest at 4% plus LIBOR. The loan notes are all hetd by the ultimate parent underiaking. See
note 19 for details of the bank loans,
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Britannia Hospitality Limited

Notes forming part of the financial statemenis
for the year ended 31 December 2016 (continued)

18 Bank toans

2018 2015

£'000 £'000
Bank loans 42,044 42,884
The maturity of sources of debt finance are as follows:

2016 2015

£'000 £'000
In one year or less, or on demand
Bank loans 3,414 3,334
Less: loan issue costs {119} {119}
Due within cne year or on demand 3,285 3,216
In more than one year but not more than two years
Bank loans 38,630 920
Less: loan issue costs (49} (119)
Due in more than one year but not more than two years 38,581 801
In more than two years but not more than five years
Bank loans - 38,630
Less: lcan issue costs - (49)
Due in more than two years but not more than five years - 38,581

The bank lean is split into two facilities:

Facility A is £43,000,000 repayable over five years untit June 2018 and interest is charged at a rate of 2.5%
above 3 month GBP LIBOR. The loan principal is being repaid by quarterly instalments of £230,000. The
outstanding balance at the end of the year was £39,550,000.

Facility B is £3,000,000 revolving credit facility of which £2,494,000 was utilised and interest is charged at a
rale of 2.5% above 3 month GBP LIBOR. For the remaining balance of £506,000 is charged an
arrangement fee of 1.25% above 3 month LIBOR,

There are four interest rate caps in piace over £23,000,000 (2015 - £23,000,000) of the debt over the term
of the loan. The fair value at the balance sheet date was an asset of £71,000 (2015 - £121,000).

The loans are secured over the assels of the subsidiary company by means of fixed and floating charges
and are subject to a guarantee from the company.
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Britannia Hospitality Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 (continued)

20  Financial instruments

21

The Graup's and Company's financial instruments may be analysed as follows:

Group Group
2016 2015
£'000 £000

Financial assets

Financial assets measured at amortised cost 828 442

Derivative financial instruments 71 121

Financial liabilities

Financial liabilities measured at amortised cost {98,219) (97,173)
Company Company
2016 2015
£'000 £000

Financial assets

Financial assets measured at amortised cost - -

Financial liabilities

Financial liabilities measured at amontised cost (56,939} {54,042)

Financial assets measured at amortised cost comprise trade and other debtors,

Derivative financial instruments designated as hedges of variable interest rate risk comprise interest rate
caps.

Financial liabilities measured at amortised cost comprise bank loans, loan notes, interest payable, trade and
other creditors.

Pension commitments

The group operates & defined contributions pension scheme. The assets of the scheme are held separately
from those of the group in an independently administered fund. The pension cost charge represents

contributions payable by the group to the fund and amounted to £83,000 {2015 - £91,000). Centributions
amounting to £19,000 (2015 - £14,000) were payable to the fund and are included in creditors,
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Britannia Hospitality Limited

Neotes forming part of the financial statements
for the year ended 31 December 2016 (continued)

22  Deferred taxation

Group
2016
£000
At 1 January 3,727
Charged to profit or loss (935)
Other movement 2
At 31 December 2,794

Deferred tax liabilities - Group

Deferred tax liability

Deferred tax liability

The company has approximately £647,000 (2015 - £647,000) of excess management expenses to set off
against future management surpluses. Deferred tax asset on excess management expenses has not been
provided as they are currently unlikely to be utilised. There are no uhused tax losses or credits in the group.

Prior year adjustment ~ deferred tax liability on property revaluations

The directors have reassessed the calculation of the potential tax liabiiity that might arise on a future sale of
the hotel property. This has resuited in a reduction of £719,000 to the deferred tax liability as at 31
December 2015 due to reconsideration of indexation allowances and future tax rates to be applied. These
adjustments have reduced the tax charge for that year by £719,000. Net assets reported at 31 December

Group
2015
£'000
{restated)

4,446
(719)

3,727

Accelerated
capital
allowances
2016

£000

8

Accelerated
capital
allowances
2015

£0060

164

2015 have increased by £719,000 as a resuii of this adjustment.
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Company Company
2016 2015
£'000 £000
Property
revaluations Total
2016 2016
£'000 £'000
2,786 2,794
Property
revaluations Total
2015 2015
£'000 £'000
3,663 3,727



Britannia Hospitality Limited

Notes forming part of the financial statements
for the year ended 31 December 2016 {continued)

23
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Share capital
Aliotted, called up and fully paid

2016 2015 2016 2015
Number Number £ £
Ordinary shares of £1 each 1 1 1 1

Commitments under operating leases

The group and the company had future minimum lease payments under non-cancellabie operating ieases
as sel out below:

Group Group Company Company
2016 2015 2016 2015
£'000 £'000 £000 £'000

Not later than 1 year 37 37 27 27

Later than 1 year and not later than

five years 38 75 38 65
75 112 65 92

Related party disclosures

The ultimate controlling party of the group is the WARM Foundation which is registered in Lischtenstein,
The immediate parent company is Kameria investments Limited which is registered in Cyprus.

Al the year end the company had a loan of £476.,000 owed to Fortress Group Holdings Inc, a subsidiary of
the ultimate parent undertaking which is registered in the British Virgin Islands {2015 - £70,000).

An amount of £500,000 {2015 - £500,000} is due to the beneficiary of the WARM Foundation.

Directors’ remuneration is set out in note B.
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