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Red Funnel Holdings Limited

Directors' report
for the year ended 31 December 2018

The directors present their report and audited consolidated financial statements of Red Funnel Holdings Limited
'the Group'for the year ended 31 December 2018.

Principal activities

The principal activity of the company is that of a holding company.

The principal activity of the Group, which trades as "Red Funnel", is the provision of ferry and associated catering
and travel services between Southampton and Cowes on the lsle of Wight. The group operates 6 vessels, 3 vehicle
ferries and 3 high speed catamarans for foot passengers only.

Going concern

The Group's forecasts and projections to December 2020 take into account reasonably possible changes in trading
performance and show that the group will be able to operate within its current facilities. Thus, they continue to adopt
the going concern basis of accounting in preparing the financial statements.

Post balance sheet events

ln March of 2019 significant work has been conducted at East Cowes on the Company's lnvestment property in
Dover Road where these properties have been demolished. These are held in the Company's balance sheet at
Ê810,000. The value of these will be included in the cost of developing the new site.

The Sale of Red Jet 3 was completed in March 2019. The vesselwas sold for €643,000. At the date of disposal
total Red Jet 3 assets had a net book value of Ê145,000. The profit on sale of the asset as well as the reduction of
both total assets and total depreciation will be recognised post year end.

Proposed dividend

The directors recommended and paid a dividend of Ê3,000,000 (2017 - Ê5,000,000) (Ê300 (2017 - Ê500) per
ordinary A share).

Employee involvement

Protecting the health and safety of employees is a prime responsibility of management and as such, training in
navigation, seamanship and other training courses are sponsored by the company as circumstances require.

The Group has pension and life assurance schemes which cover the majority of employees.

The Group issues a variety of newsletters and performance indicators which are circulated to all staff and provide
information to employees about current activities and progress.

Disabled employees

It is the Company's policy that disabled people should have the same consideration as others for shore-based job
vacancies for which they apply as suitable candidates. Depending on their skills and abilities, the disabled have
the same career prospects and opportunities for promotion as other employees.



Red Funnel Holdings Limited

Directors' report
for the year ended 31 December 2018 (continued)
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Political and charitable donations

During the financial period the Group made charitable donations of e35,000 (2017 - S27,000). No donations were
made to political parties in the current period.

Financial risk management

The Group is exposed to credit, liquidity and cash flow, interest rate and fuel price risk. Policies and management
systems for these types of risk are set out by the board of Southampton lsle of Wight and South of England Royal
Mail Steam Packet Company Limited ('S|OW") and are implemented by the directors. The d¡rectors review and
agree policies for managing each of these risks, which are summarised below:

1. Credit risk - Potential customers are checked for their credit worthiness and ability to generate significant
volumes before they are given a credit account. Many customers now pay by Direct Debit which reduces
the credit risk. The Finance Department review the aged debtors report each period. A target of 42 days
for debtors collection has been set by the Audit Committee.

2. Liquidity and cash flow risk - The Group has a policy of maintaining debt at an appropriate level to ensure
that the group is able to adequately manage debt servicing cash flows. Forecast cashflows for the year are
produced every month and reviewed by the board.

3. lnterest rate risk - The Group's funding is currently provided by a mixture of retained earnings, bank
borrowings and borrowings from its shareholders. The group's long term borrowings are fixed until 2021.
The group's exposure to interest rate fluctuations on its borrowings are minimised by the use of an interest
rate swap.

Future developments

The strategy is to grow the market of cross-Solent traffic and the Group's share of it. The Group is competing with
two competitors for share of the lsle of Wight market.

As part of the company strategy of updating the Red Jet Fleet, Red Jet 7 came into service in June 2018, increasing
the capacity of the Fleeþ 275 pax versus 190 for Red Jet 3. This has also improved the customer experience.

The developer behind the Southampton Masterplan has fallen away and so at the moment this project is on hold.

The East Cowes interim scheme which involved the building on Trinity Wharf being knocked down and converted
into a marshalling yard, increasing the CEU capacity by circa 70 (30o/o) was completed in July 2018.
Work has started on the East Cowes Main Scheme. Demolition of some of the buildings has started along with
designing the layout of the new yard and terminal building. Work is expected to be completed in the Autumn of
2020.

The directors are confident that the outlook for UK travel remains positive, with opportunities to grow turnover in all
parts of the business. Costs will continue to be well controlled, so as to improve margins and increase EBITDA.
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Red Funnel Holdings Limited

Directors' report
forthe year ended 31 December20l8 (continued)

Statement of directors' responsibilities

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

The directors are required to prepare financial statements for each financial period under the companies (Jersey)
Law 1991. As permitted under that law the directors have elected to prepare the Group and parent company
financial statements in accordance with lnternational Financial Reporting Standards (lFRSs) as adopted by the
European Union.

As required by 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 the parent company and of the profit or for that
period. ln preparing these financial statements, the Directors are required to:

. select suitable accounting policies and then apply them consistently;

o make judgements and accounting estimates that are reasonable and prudent;

state whether they have been prepared in accordance with IFRSs as adopted by the European Union, subject
to any materialdepartures disclosed and explained in the financial statements; and

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

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company and group's transactions and disclose with reasonable accuracy at any time the financial position of the
parent company and the Group and enable them to ensure that the financial statements comply with the Companies
(Jersey) Law 1991 . They are also responsible for safeguarding the assets of the parent company and the Group

and hence for taking reasonable steps for the prevention and detection of fraud and other irregularities.

Disclosure of information to auditors

The Directors who held office at the date of approval of this Directors' Report confirm that, so far as they are each

awaro, there is no relevant audit information of which the Company's auditors are unaware; and each 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 auditors are aware of that information.

lndependent auditors

The auditors, BDO LLP have indicated their willingness to continue in office and a resolution concerning their

reappointment will be proposed at the Annual General Meeting.

On behalf of the Board on
.;/t l4

Charles Hazelwood
Director
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Red Funnel Holdings Limited

lndependent auditor's report
forthe yearended 31 Decembe¡2018

lndependent auditors' report to the members of Red Funnel Holdings Limited

Opinion

We have audited the financiat statements of Red Funnel Hotdings Limited (,,the parent Company,,) and its
subsidiaries ("the Group") for the year ended 31 December 20t8 wñich comprise the consotidated stâtement of
comprehensive income, consotidated and company statement of financial position, consotidated statement of
cash flows, the consolidated and parent company statement of changes ih equiti and notes to the financiat
statements, inctuding a summary of significant accounting poticies.

The financiat reporting framework that has been apptied in their preparation is applicabte taw and lnternational
Financial Reporting Standards (lFRSs) as adopted by the European'Union. fhe financiat reporting framework that
has been apptied in the preparation of the Parent Company financiat statements is appticabte law and United
Kingdom Accounting Standards, including Financiat Reporting Standard FRS 101 Reduce'd Disclosure Framework
(United Kingdom Generally Accepted Accounting practice). -

ln our opinion the financial statements:

' give a true and fair view of the state of the Group's affairs as at 31 December 201g and of the Group's
toss for the year then ended;

r '!he Group íii-ranciai statemenis have been properiy prepared in accordance with IFRSs as adopted by the
European Union;

' the parent company financiat statements have been property prepared in accordance with UK accounting
standards; and

r the financial statements have been prepared in accordance with the requirements of the Companies
(Jersey) Law 1991.

Basls for opinion

we conducted our audit in accordance with lnternationat standards on Auditing (uK) (lsAs (uK)) and appticable
law. our responsibitities under those standards are further described in tfre Ãuittárìi ràiponsiuitities for the
audit of the financial statements section of our report. We are independent of the Group an¿ itre parent Company
in accordance with the ethicat requirements that are relevant to our audit of the financiat statements in the
UK' inctuding the FRC's Ethicat Standard and we have futfitted our other ethicat responsibilities in accordance
with these requirements. We betieve that the audit evidence we have obtained is suificient and appropriate toprovide a basis for our opinion.

Concluslons relating to going concern

we have nothing to report in respect of the fottowing matters in relation to which the lsAs (uK) require us toreport to you where:

¡ the Directors' use of the going concern basis of accounting ìn the preparation of the financiat statements is
not appropriate; or

o the Directors have not disclosed in the financiat stateme_nts any identified material uncertainties that maycast significant doubt about the Group or the Parent compañy's abitity to continuá iò aaopt tné goi;i
concern basis of accounting for a period of at teast twelve months fiom the date when the financial
statements are authorised for issue.
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Red Funnel Holdings Limited

lndependent auditor's report
for the year ended 3l Docembe¡ 2018 (continued)

Other information

The Directors are responsibte for the other information. The other information comprises the information
included in the Report and Consotidated Financial Statements, other than the financial statements and our
auditor's report thereon. Our opinion on the financial statements does not cover the other information and,
except to the extent otherwise expticitty stated in our report, we do not express any form of assurance
conctusion thereon.

In connection with our audit of the financial statements, our responsibitity is to read the other information and,
in doing so, consider whether the other information is materiatly inconsistent with the financial statements or
our knowledge obtained in the audit or otherwise appears to be materiatly misstated. lf we identify such material
inconsistencies or apparent materiat misstatements, we are required to determine whether there is a materiat
misstatement in the financial statements or a material misstatement of the other information. lf, based on the
work we have performed, we conctude that there is a material misstatement of this other information, we are
required to report that fact.

We have nothing to report in this regard.

Matters on which we are required to report by exception

We have nothing to report in respect of the fotlowing matters where the Companies (Jersey) Law 1991 requires
us to report to you if, in our opinion:

a proper accounting records have not been kept by the Parent Company, or proper 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

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

a

a
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Red Funnel Holdings Limited

lndependent auditor's report
forthe yearended 31 December20iS (continued)

Responsibilities of Directors

As exptained more fulty in the statement of Directors responsibitities, the Directors are responsibte for the
preparation of the financial statements and for being satìsfied that they give a true and fair view and for such
internal control as the Directors determines is necessary to enable the freparation of financial statements that
are free from materiat misstatement, whether due to fraud or error.

ln preparing the financiat statements, the Directors are responsible for assessing the Group,s and the parent
Company's abitity to continue as a going concern, disctosing, as appticabte, matiers related to going concern
and using the going concern basis of accounting untess the Dliectori either iñtend to ¡quiàaìà thðGroip or the
Parent Company or to cease operations, or havä no reatistic atternative but to do so.

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high levet of assurance, but is not a guarantee that an audit conducted in
accordance with lSAs (UK) witt always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individuatty or in the aggregate, tnày cðuto reasonably be
expected to inftuence the economic decisions of users taken on the basis of thesã financiát statements.

A further description of our responsibitities for the audit of the financial statements is tocated at the Financial
Reporting Council's website at:
https://www.frc.orq.uk/auditorsresponsibilities. This description forms part of our auditor,s report.

Use of our report

This report is made sotety to the parent Company's members, as a body, in accordance with Articte 113A of the
Companies (Jersey) Law 1991. Our audit work has been undertaken so that we might state to the Parent
Company's members those matters we are required to state to them in an auditor's report and for no otherpurpose To the futtest extent permitted by [aw, we do not accept or assume responsibitity to anyone other than

pany and the Parent Company,s members as a body, for our audit work, for this report, or for
we have formed.

(Senior Statutory Audilor)
For and on behalf
Southampton
United Kngdom

of BDO LLP, statutory auditor

rd.\q
BDO LLP is a limited tiabitity partnership registered in England and Wales (with registered number OC305127).
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Red Funnel Holdings Limited

Consolldated statement of comprehensive income
forthe yearended 31 Decembe¡2018

4

Note

29

21,661

(14,094)

12,U5

11

(9,7741

(241

Year snded 31

December 2018
g'000

53,803

132,1421

Perlod Ended 31

December 2017

€'000

26,757

(13,912)

Rerænue

Cost of sales

Gross proflt

Other operating income/(Expense)

Administratiw expenses

Changes in fair ralue of inlestment property

Proflt from gperatlons

Finance expense

Finance income

Loss before taxatlon

Tax expense

Proflt attributable to owners of the parent

Loss

Other comprehenslve lncome:

Itemsthatwlll not be rcclasJfled to profit orloss.'

Remeasurements of defi ned benefi t pension schemes

Tax relating to items that will not be reclassified

Itemsthatwlll or may be reclasdîled to prollt or los:
Cash flow hedges

Tax relating to items that may be reclassified

Other comprehenslve lncome for the year, net of tax
Total comprehenslve lncome attributable to owners of the
paront

The notes on pages 12lo 45 form part of these financial statements.

7

5

13

6

I
I

(1e)

50364810

7,il8

(18,425)

10

3,058

(7,7431

3

(10,867) (4,6821

(0,2191 (4,1791

c'000

(10,219)

12171

(164)

Ê'000

(4,179)

(410)

IM

(38r) (266)

28

5

(64)

33(64)

tusl (233)

(10,664) 14"4121



Red Funnel Holdings Limited

Consolidated statement of financial position
asat3l December20lS

Note
2018

Ê'000
2017

Ê'000

Assets

Non.current assets
Property, plant and equipment

lnwstment property

lntangible assets

Current assets
lnrentories

Trade and other receir,ables

Deriwtiw financial assets
Cash and cash equiwlents
Defened tax asset

Total assets

Liabilities
Current liabilities
Trade and other payables

Loans and bonowings

lncome tax payable

Non-current liabllities
Loans and bonowings

Deriutiw fi nancial liabilities
Rotirement benefi t obligatíon

Defened tax liability

12

13

14

17

19

t8

47,641

1,596

335,397

36,959

1,596

340,799

384,634

587

2,123

876
o ttô

379,354

518

2,719

1U
o)t0¿

22

12,325 12,142

396,959 391,496

20

21

(11,075)

1111,3771

(9,015)

(105,493)

21

18

29

22

(137,2191

(84)

(3,026)

(1 14,508)

(125,7411

14271

(2,969)

(6)

(140,328)

Total liabilities

NET ASSETS

The notes on pages 12 ro 45 form part of these fìnanciar statemcnts.

8

1431

780) (243,651)

I 34,180 147,945



Red Funnel Holdings Limited

Gonsolldated statement of flnanclal posltlon
as at 3l December 2018 (contlnued)

lssüed capltal and reærves atflbutable
to
ownersof the parent Note

Share capital 23

Share premium resene 24

Retained eamings 24

Cash lo¡v hedging reser\ê 24

2018

8.000

20

157,297

lß,041,
(36)

2017

â'000

20

167,4n
(9,440)

28

TOTAL EQUITY 134,180 147,fi[Êi

The financial stat€ments on pages 7 to 45 were approved and authorised for issue by the Board of Directors and
were signed on behalf of the Board on 5/rf ,a

"^M.,-!r/ÅDlrector

The notes on pages 12 to 45 form part of these financial statements.
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Red Funnel Holdings Limited

Gonsolidated statement of cash flows
forthe yearended 31 December20lg

Year Ended 31

December 2018

9.000

Period ended 3l
December 2017

€'000

Caslr flows from operating actlvltles
Loss for the per¡od

Adjustments for:

Depreciation of property, plant and equipment
Amortisation of intangible lixed assets
Change in wlue of in\estment property
Financo incomc
F¡nance expense
lncome tax expense
Decrease in trade and other receirables
lncrease in in\,entories

Decrease/(lncrease) in trade and other payables
lncrease in provisions

Non cash interest on defned benefit pension liability

Caslr generated from operallons

lncome taxes paid

Net cash flows from operating aclivities

lnvestlng activlties

Purchases of intangible f¡xed assets
Purchases of property, plant and equipmenl
Sale of property, plant and equipment
Acquisilion of subsidiary, net of cash acquired
lnterest receiræd

Net cash used ln lnvesúlng actlviiles

Flnanclng actlvlties

lssue of ordinary shares

Proceeds tom bank borrowings
Proceeds from group borrowings
Repayment of borrowings

Debt issue costs ¡ncurred

lnterest paid

Capital element of finance lease repaid
Dividends paid

Net caslr used in linanclng activltles

Net increase ln castr and cash equlvalents

Gash and cash equlvalents at beglnning of perlod

Casl¡ and casfi equlvalents at end of period

(10,995) (358,090)

(r0,219) (4,17S)

2,243

2,828

24
(3)

7,743

(503)

1,070

(2s)

,833)
(141

(46)

5,322

5,771

(10)

r8,783
(ü8)
1,165

(6e)

760

(r60)

(34)

(1

20,661 (2,695)

20,661 (2,695)

(370)

(r0,631)

6

(433)

(8,100)

(349,560)

3

4,575

(1,315)

(241

(5,732)

(1e3)

(7,000)

157,257

122,5ø0

100,000

(2401

(4,538)

(378)

(54)

(5,000)

(9,689) 369,547

(23) 8,762

8,762

8,739

The notes on pages 12 lo 45 form part of these financial statements.
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Red Funnel Holdings Limited

Consolidated statsmsnt of changes In equity
Forthe yearended 31 December2018

Share Gapltal

e'000

20

Share
Promlum

€'000

Retâlned
Eamlngs

Ê'000

(9.440)

Caglr flow
hodglng
roS0fvo

€î00

(o0)

Total Equlty

Ê'000

147,U5t57,237 281 January 2018

Comprohsndve lncome for the perlod

Loss

Other comprehensire lncome/(expense)

Total comprohondve lncomo for the perlod

Contrlbuüons by and dllflbutlona to ownora

D¡údends

lssue of shares

Totâl contrlbut¡ons by and dlslrlbudons to ownerg

3l Decamber20lS

16 June 2017

Comprehendve lncome for the period

Loss

Olher comprehensi!€ income

Total comprehendve income for the perlod

Conbibution¡ by and dlcfibuüons to owners

Oividends

lssue of shares

Total conùlbuüone by and dldributlons to ownors

110,220t
(381)

l't0,2201
(145)

20 167,237 (20,041) (36) 137,180

(3,000) (3,000)

(3,000)(3,000)

20 157,237 123.0¡ltì (36) 134,180

Share Capltal

e'000

Share
Prem¡um

Ê'000

Ret¡lned
Earnlngs

e000

Cadt llow
hedglng
reÊerve

€'000

Tolal Equi9

Ê'000

(4,170)

(233)

(4r7e)
(261) 28

(4,¡140) 28 (1,1121

(5,000)

157.257

(5,000)

20 157,237

20 157,237 (looo)

167.237 (e,440) 28

152,257

31 Decomber 2017 20

The notes on pages 12lo 45 form part of these financial statements

117,U3
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Red Funnel Holdings Limited

Notes forming part of the financial statements
for the year ended 31 December 20lg

1 Accounting policies

R-ed Funnel Holdings Limited (the "Company") is a company domiciled in Jersey. The address of the registered
office is given on the contents page. The 

-Consolidated 
Èinancial Statementó of the Company for the year

ended 31 December 2018 comprise the Company and its subsidiaries (together referred tó'ãsirre .Groúp,,).
The accounting policies contained below and the ðisclosures in notes 1 to 2g all relate to the Group,s financial
statements. The Company financial statements have been prepared in accordance with FRS 101 and can befound on pages 46-47, with the applicable accounting policiäs àno Ûre nãt", to the parent Company accounts
from page 48.

1.1 Basis of preparaüon

The consolidated financial statemenls are presented in Sterling, which is also the Group,s functional currency.

Amounts are rounded to the nearest thousand, unless otherwise stated.

These financial statements have been prepared in accordance with lnternational Financial ReportingStandards, lnternationalAccounting Standards and lnterpretations lcoiiåctively IFRSs)

The preparation of financial statements in compliance with adopted IFRS requires the use of certain criticalaccounting esiirilates' ii aiso requires Group management to exercise judg'ement in ãpórv¡nõ the Group,saccounting policies. The areas where significant judgéments and estimatés häve oeen mãlié ¡nireparing thefinancial statements and their effect are discloseð in note 2.

Sasls of measurement

The consolidated financial statements have been prepared on a historical cost basis, except for the followingitems (refer to ¡ndiv¡dual accounting policies for detaili):

o Financial instruments - fair value through profit or losse lnvestment property
¡ Net defined benefit liability

1,2 New and forthcoming accounting sfandards

New standards and interpretalions not applied: IASB and IFRIC have issued the following relevant standardsand interpretations with an effective date for periods commencing àtuii ¡"nr" ry 2o1g:

Standard or
interpretation
IFRS 16

Tiile

Leases

Effective for periods beginning on or after

1 January 2019

The above and other relevant standards, amendments to standards and interpretations will be adopted inaccordance with their effective dates and have not been adopted in tn""" ¡nancial statements.

The adoption of IFRS 16 will replace IAS 17 and sets out the princíples forthe recognition, measurement,presentation and disclosure of leases. For a summary of the effàcts or lÈns 16, see nõte t.z's. 
-

12



Red Funnel Holdings Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (contlnued)

1 Accounting policies (continued)

1.2 New and forthcoming accounting standards (continued)

The effective dates stated here are those given in the original IASB/lFR|C standards and interpretations. As
the Group prepares its financial statements in accordance with IFRSs as adopted by the European Union, the
application of new standards and interpretations will be subject to them having been endorsed for use in the
EU via the EU endorsement mechanism. ln the majority of cases this will result in an effective date consistent
with that given in the original standard or interpretation, but the need for endorsement restricts the Group's
discretion to early adopt standards

1.3 Easis of consolidation

Where the company has control over an investee, it is classified as a subsidiary. The company controls an
investee if all three of the following elements are present: power over the investee, exposure to variable
returns from the investee, and the ability of the investor to use its power to affect those variable returns.
Control is reassessed whenever facts and circumstances indicate that there may be a change in any of these
elements of control.

The consolidated financial statements present the results of the company and its subsidiaries ("the Group")
as if they formed a single entity. lntercompany transactions and balances between group companies are
therefore eliminated in full.

The consolidated financial statements incorporate the results of business combinations using the acquisition
method. ln the statement of financial position, the acquiree's identifiable assets, liabilities and contingent
liabilities are initially recognised at their fair values at the acguisition date. The results of acquired operations
are included in the consolidated statement of comprehensive income from the date on which control is
obtained. They are deconsolidated from the date on which control ceases.

1.4 Going concern

The directors have prepared detailed financial forecasts to December 2020 and to December 2023, taking
into account of reasonably possible changes in trading performance which show the group can operate within
their available facility for the foreseeable future, being not less than 12 months from the date of approval of
these accounts by the directors. Accordingly, the directors believe it is appropriate to continue to prepare the
accounts on a going concern basis.

1.5 Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and

the revenue can be reliably measured. Revenue is measured as the fair value of the consíderation received

or receivable, excluding discounts, rebates, value added tax and other sales taxes. The following criteria must
also be met before revenue is recognised:

Sa/e ofgoods

Revenue from the sale of goods is recognised when all of the following conditions are satisfied:

. the Group has transferred the significant risks and rewards of ownership to the buyer;

e lhe Group retains neither continuing managerial involvement to the degree usually associated with

ownership nor effective control over the goods sold;
. the amount of revenue can be measured reliably;
. it is probable that the Group will receive the consideration due under the transaction; and

. the costs incurred or to be incurred in respect of the transaction can be measured reliably.

13



Red Funnel Holdings Limited

Notes forming part of the financial statsments
forthe yearended 3l December2018 (contÍnued)

1 Accounting policies (continued)

1,5 Revenue (continued)

Rendering ofserylces

Revenue from a contract to provide services is recognised in the period in which the services are provided in
accordance with the stage of completion of the contract when all ôf tne following conditions are satisfied:

' the costs incurred or to be incurred in respect of the transaction can be measured reliably.o it is probable that the Group will receive the consideration due under the contract;o the stage of completion of the conlract at the end of the reporting period can be measured reliably, and
' the costs incurred and the costs to complete the contract can be measured reliably.

Revenue from transport of passengers and freight is recognised in the profit and loss account at the date of
travel' which is when risks and rewards transfer to the cuétomer. Revenue arising from on-board sales and
other associated income is recognised at the point of delivery of the goods or service.

Revenue from season ticket sales is recognised by the stage of completion of the customer's travel provided
under contractual arrangements as a proportion of iotal services proviàed. The remaining p.port¡on of income
received from the sale of season tickets is deferred withín liabilities and recogn¡se¿'ÍÅ thïjrofit and loss
account over the period covered by the relevant ticket.

1.6 Susiness combinations

Acquisitions of businesses are accounted for using the acquisition method. The consideration transferred in
a business combination is measured at fair value,lhich is calculated as the sum of the acquisition-date fair
values of the assets transferred by the Group, liabilities incurred by the Group to tne tormåi ôwners of the
acquiree and the equity.interests issued by the Group in exchangá for controlof the acquiree. Acquisition
related costs are recognised in profit or loss as incurred.

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

Goodwill is measured as the excess of the sum of the consideration transferred over the net of the acquisition
date amounts of the identifiable-assets acquired and the liabilities assumed. lf, after reassessment, the net ofthe acquisition date amounts of the identifiable assets acquired and liabilities assumed exceeds the sum ofthe consideration transferred, the excess is recognised ímmediately in profit or loss 

"r 
à ¡ãrg"¡n purchase

gain.

When the consideration transferred by the Group in a business combination includes assets or liabilities
resulting from a contingent consideration arrangement, the cont¡ngent consideration is measured at ¡tsacquisition date fair value 

_and 
included as part oÌ the considerationiransferred in a business combination.

Changes in the fair value of the contingent consideration that qualify as measurement period adjustments are
adjusted retrospectively, wìth corresponding adjustments against gôodwill. t¡easuremãñt óãrlàã'ao¡ustmentsare adjustments that arise from additional information obtainéd during the'measurement päioo; lwnicn cannot
exceed one year from the acquisition date) about facts and circumstãnces that existed ai tne acòu¡sition date.

The subsequent accounting for changes in the fair value of the contingent consideration that do not qualify asmeasurement period adjustments depends on how the contingentionsideration is classified. Contingent
consideration that is classified as equity is not remeasured at suõsequent reporting dates and its subsequent
settlement is accounted for within equity. other contingent consiåeration is remeasured to fair value atsubsequent reporting dates with changes in fair value recógnised in profit or loss.

lf the initial accounting for a business combination is incomplete by the end of the reporting period in whichthe combination occurs' the Group reports provisional amäunts íor the items for *tt¡cn inè accounling isincomplete.
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Red Funnel Holdings Limited

Notes forming part of the financial statements
for the year ended 31 December 2018 (continued)

1 Accounting policies (continued)

1.6 Eusiness combinations (continued)

Those provisional amounts are adjusted during the measurement period (see above), or additional assets or
liabilíties are recognised, to reflect new information obtained about facts and circumstances that existed at
the acquisition date that, if known, would have affected the amounts recognised at that date.

1.7 lmpairment of goodwill

For the purposes of impairment testing, goodwill is allocated to each of the Group's cash generating units (or
groups of cash-generating units) that is expected to benefit from the synergies of the combination. A cash
generating unit to which goodwill has been allocated is tested for impairment annually, or more frequently
when there is an indication that the unit may be impaired. lf the recoverable amount of the cash generating
unit is less than its carrying amount, 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 based on the carrying amount
of each asset in lhe unit. Any impairment loss for goodwill is recognised directly in profit or loss. An impairment
loss recognised for goodwill is not reversed in subsequent periods.

1.8 Other ìntangible assefs

lntangible assets with finite useful lives that are acquired separately are carried at cost less accumulated
amortisation and accumulated impairment losses. Amortisation is recognised on a straight-line basis over
their estimated useful lives. The estimated useful life and amortisation method are reviewed at the end of
each reporling period, with the effect of any changes in estimate being accounted for on a prospective basis.
lntangible assets with indefìnite useful lives that are acquired separately are carried at cost less accumulated
impairment losses.

The estimated useful lives range as follows:

Software-3to5years

lntangible assets acquired in a business combination and recognised separately from goodwill are initially

recognised at their fair value at the acquisition date (which is regarded as their cost).

Subsequent to initial recognition, intangible assets acquired in a business combination are reported at cost
less accumulated amortisation and accumulated impairment losses, on the same basis as intangible assets

that are acquired separately.

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.

1.9 Externally acguired intangible assets

Externally acquired intangible assets are initially recognised at cost and subsequently amortised on a straight-

line basis over their useful economic lives.

lntangible assets are recognised on business combinations if they are separable from the acquired entity or

give rise to other contractual/legal rights. The amounts ascribed to such intangibles are arrived at by using

ãppropriate valuation techniques (see section related to critical estimates and judgements below).
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Red Funnel Holdings Limited

Notes forming part of the financial statements
for the year ended 31 December 201g (continued)

1 Accounting policies (continued)

1.9 Externally acquired lntangible assets (continued)

The significant intangibles r-ecognised by the Group, their useful economic lives and the methods used todetermine the cost of intangibles acquired in a business combination are as follows:

lntangible asset Useful economic life Valuation method

Brand S years Relief from royalty approach
Non-contractual customerrelationships S years Rcplacement cost methocl

1.10 Property, plant and equípment

Items of property, plant and equipment are initially recognised at cost. As well as the purchase price, costincludes directly attributable costs.

Freehold land is not depreciated. Depreciation on assets under construction does not commence until theyare complete and avaìlable for use. Depreciation is provided on all other ¡tems oióroperty, plant andequipment SO as to write off theif cafrvino r-r3l¡¡e ¡1r-r4¡ tl-rci¡ ovn¡¡r¡¡ ..^^a.r ,!. - - ¡,

the follOwing rateS: 
¡'vr¡ v^vçvtew uùsrur Euurlulrllu llves' lt ls provloeo a¡

Depreciation is provided on the following bases:

Freehold property
UTerm leasehold property
S/Term leasehold property
Plant and machinery
Motor vehicles
Fixtures and fíttings
Engine overhauls
Ferries
Hi-Speed catamarans
Hi-Speed catamarans leased

The assets'residual values, useful lives and depreciation methods are reviewed, and adjusted prospectively
if appropriate, or if there is an indication of a significant ctrange siñcä ine tasr r"port¡ng-Jåì". 

-- "

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount and arerecognised within 'other operating income' in the statement ót comprãñãns¡ve income.

1'11 lmpairment of non'financìal asseús (exctuding inventorles, lnvestment properties and deferredfax assefs/

lmpairment tests on goodwill.and other intangible assets with indefinite useful economic lives are undertakenannually at the financial period end. otherñon-financial 
"æ"tr 

àr"rrbject to ¡mpa¡rméÃitests wheneverevents or changes in circumstances indicate that their carrying 
"rorntm"y 

not be recoverable. where thecarrying value of an asset exceeds its recoverable amountii.ei tne nigÀer of value in use and fair value lesscosts to sell), the asset is written down accordingly.

Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test iscarried out on the smallest group of assets to which it belongs tãr. *rt¡"nlrter" are separately identifiable cashflows; its cash generating units ('cGUs'). Goodwill is allocãted on ¡n¡i¡"i recognition to each of the Group,scGUs that are expected to benefit from a business combination tnat jìves rise to the goodwill. lmpairmentcharges are included in profit or loss, except to the.extent trey revérsJgains previously recognised in othercomprehensive income. An impairment loss recognised for goó¿*ilL i, nðt reverseo.

10-50 years
10-30 years
Over the term of the lease
3-30 years
5-10 years
5-10 years
2-17 years
30 years
20 years
Over the term of the lease
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Red Funnel Holdings Limited

Notes forming part of the flnancial statements
for the year ended 31 December 2018 (conttnued)

1 Accounting policies (continued)

1.1 2 lnvestment Propertìes

lnvestment properties are properties held to earn rentals and/or for capital appreciation (including property

under construction for such purposes). lnvestment properties are measured initially at cost, including
transaction costs. Subsequent to initial recognition, investment properties are measured at fair value. All of
the Group's property interests held under operating leases to earn rentals or for capital appreciation purposes

are accounted for as investment properties and are measured using the fair value model. Gains and losses
arising from changes in the fair value of investment properties are included in profít or loss in the period in
which they arise.

An investment property is derecognised upon disposal or when the investment property is permanently

withdrawn from use and no future economic benefits are expected from the disposal. Any gain or loss arising
on derecognition of the property (calculated as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in profit or loss in the period in which the property is derecognised.

1.13 lnventories

lnventories, including marine spares, are initially recognised at cost, and subsequently at the lower of cost
and net realisable value. Cost comprises all costs of purchase, costs of conversion and other costs incurred
in bringing the inventories to their present location and condition.

1.1 4 Leased assefs.' Lessee

Where substantially all of the risks and rewards incidental to ownership of a leased asset have been

transferred to the Group (a "finance lease"), lhe asset is lreated as if it had been purchased outright. The

amount initially recognised as an asset is the lower of the fair value of the leased property and the present

value of the minimum lease payments payable over the term of the lease. The corresponding lease

commitment is shown as a liability. Lease payments are analysed between capital and interest. The interest

element is charged to the consolidated statement of comprehensive income over the period of the lease and

is calculated solhat it represents a constant proportion of the lease liability. The capital element reduces the

balance owed to the lessor.

Where substantially all of the risks and rewards incidental to ownership are not transferred to the Group (an

"operating lease"), the total rentals payable under the lease are charged to the consolidated statement of

comprehensive income on a slraight-line basis over the lease term. The aggregate benefit of lease incentives

is recognised as a reduction of the rental expense over the lease term on a straight-line basis'

1.15 Financlal assets

The Group classifies its financial assets into one of the categories discussed below, depending on the purpose

for which the asset was acquired. The Group has not classified any of its financial assets as held to maturity.

Other than financial assets in a qualifying hedging relationship, the Group's accounting policy for each

category is as follows:

Loans and receivables

These assets are non-derivative financial assets with fixed or determinable payments that are not quoted in

an active market, They arise principally through the provision of goods and services to customers (e.9. trade

receivables), but also lncorporate other types of contractual monetary asset. They are initially recognised at

fair value plüs tansaction costs that are dìrectly attributable to their acquisition or issue, and are subsequently

carried at amortised cost using the effective interest rate method, less provision for impairment'

lmpairment provisions are recognised when there is objective evidence (such as significant financial

difiiculties on the part of the couñterparty or default or signifìcant delay in payment) that the Group will be

unable to collect all of the amounts due under the terms receivable.
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Red Funnel Holdings Limited

Notes forming part of the financial statemsnts
for the year ended 31 December 2019 (continued)

1 Accountlng policies (continued)

1,15 Financial assefs (continued)

The amounl of such a provision being the difference between the net carrying amount and the present value
of the future expected cash flows associated with the impaired receiviUle. Fãr trade receivablãs, which arereqgrted net, such provisions are recorded in a separate allowance account with the loss being recognised
within administrative expenses ín the consolidated statement of comprehe;;iu;i;";;..-õnläi¡r,n"rion thatthe trade receivable will not be collectable, the gross carrying value of the asset is written áff against the
associated provision.

The Group's loans and receivables comprise trade and other receivables and cash and cash equivalents inthe consolidated statement of financial position... cash and casn equivátents includes cash in hand, depositsheld at call with banks, other short term highly liquid investments wìtn-original maturities of three months orless, and - for the purpose of the statement ofiash flows - bank overdrafts. Bank overdrafts are shown withinloans and borrowings in current liabilitíes on the consolidated statement of financial position. 
-

1.1 6 Financial liabitities

The Group classifies its financial liabilities into one of two cateoories. clenenrlino on thp rìr rrn^eô rn¡ r¡,hinh rxa
liabilitv was acquired' other than rinancial tiabitities in a quãriryiné rråog¡ng i"t.ürfipl(r""';#;j: ä;;Group's accounting policy for each category is asfollows:

Bank borrowings are initially recognised at fair value net of any transaction costs direcily altributable to theissue of the instrument. such interest bearing liabilities 
"ru 

.uo."qu"Ãtiy r""rrr"d at amortised cost usingthe effective interest rate melhod, which enswes that.any interest 
"'ipànr" 

over the period to repayment is ata constant rate on the balance of .the liability (including-any initial tiansaction costs or puyr"ñt payable onredemption) carried in the consotidated statement of fin;nciäl pos¡t¡àñ. 
-

Trade payables and other short-term monetary liabilities, which are initially recognised at fair value andsubsequently carried at amortised cost using the effective interest,"tnód.

1.17 Hedge accounüng

Hedge accounting is applied to financial assets and financial liabilities only where all of the following criteriaare met:
At the inception of the hedge there is formal designation and documentation of the hedging relationshipand the Group's risk management objective ano strategy tor unoertàtt¡nt tn" n"og".
For cash flow hedges, the hedged item in a forecast transaction is highly probable and presents anexposure to variations in cash flows that could ultimately affect profit or loss.
The cumulative change in the fair value of the hedging instrument is expected to be between g0-12s% ofthe cumulative change in the fair value or cash flõwiof iË ñdÑ-iüm attributabte to the risk hedged(i.e. it is expected to be highty effective).
The effectiveness of the hedge can be reliablymeasured.
The hedge remains highly effective on each date tested. Effectiveness is tested annually.

Cash flow hedges

Changes to the fair value of derivative financial instruments designated as and qualifying for cash flow hedgingand which effectively hedge changes in future cash ftows, 
"r" 

iuðoóñi.ád ¡n ótheicðmôreñãnsive tncome.The change in fair value that relates to the effective portion of the cas-h flow hedge is recognised as a separateequity reserve until the hedged cash flow impacts the income.

At this point in time the related gains or losses previously recognised in other Comprehensive lncome arelransferred to the income statement into the same tine item ãs tñe ñããgäa itur is rec'ogniseù. Èor der¡vativefinancial instruments that no Jonger qualify for hedge accounting, tnã-ñøge is dissolved prospectively. Theaccumulated fair value in equity is immediately tranðferred to the-income statement into the same line item asthe hedged item is recognised.
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Red Funnel Holdings Limited

Notss forming part of the financial statements
for the year ended 3l December 2018 (contlnued)

1 Accounting policies (continued)

1.18 Penslons

D efi n ed contri b utio n sche¡nes

Contributions to defined contribution pension schemes are charged to the consolidated statement of
comprehensive income in the period to which they relate.

Defined benefit pension plan

The Group operates a defined benefit pension scheme and the pension charge is based on a full actuarial
valuation dated 31 January 2018. The actuarial valuation of the value in use of future benefits payable under
the plan is made once a year. The value in use is calculated based on assumptions of future development
in wage/salary levels, interest rates, inflation, mortality, and similar. The value in use is only calculated for
benefits to which the employees have become entitled to during their employment with the Group. The
actuarial calculation of the value in use less the fair value of any assets under the plan is recognised in the
balance sheet under pension obligations. Pension costs of the period are recognised in the income statement
based on actuarial estimates and finance expectations at the beginning of the period.

1.19 Share capital

Financial instruments issued by the Group are classified as equity only to the extent that they do not meet the
definition of a financial liability or financial asset.

The Group's ordinary shares are classified as equity instruments.

1.20 Dividends

Dividends are recognised when they become legally payable. This is when dividends are declared by the
directors.

1.21 Deferred taxation

Deferred tax assets and liabilities are recognised where the carrying amount of an asset or liability in the

consolidated statement of financial position differs from its tax base, except for differences arising on:

. The initial recognition of goodwill
o The initial recognition of an asset or liability in a transaction which is not a business combination and at

the time of the transaction affects neither accounting or taxable profit, and
o lnvestments in subsidiaries and jointly controlled entities where the Group is able to controlthe timing of

the reversal of the difference and it is probable that the difference will not reverse in the foreseeable future.

Recognition of deferred tax assets is restricted to those instances where it is probable that taxable profit will

be available against which the difference can be utilised.

ln respect of deferred tax assets arising from investment property measured at fair value, the presumption

that recovery will be through sale rather than use has not been rebutted.

The amount of the asset or liability is determined using tax rates that have been enacted or substantively

enacted by the reporting date and are expected to apply when the deferred tax liabilities/(assets) are

settled/(recovered).

Deferred tax assets and liabilities are offset when the Group has a legally enforceable right to offset current

tax assets and liabilities and the deferred tax assets and liabilities relate to taxes levied by the same tax

authority on either:
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Red Funnel Holdings Limited

Notes forming part of the financial statements
for the year ended 3l December 201g (continued)

1 Accounting policies (continued)

1.21 Deferred taxation (continued)

. The same taxable group company, orr Diff.erent group entities which intend either to settle current tax assets and liabilities on a net basis, or torealise the assets and settle the liabilities simultaneously, in eactr future period in which significantamounts of deferred tax assets or liabilities are expected to be setfled or reco'vered.

7.22 Provisions

Provisions are made where an event has taken place that gives the Group a legal or constructive obligationthat probably requires seltlement by a transfer of economið oãnet¡t, and a reliable estimate can be made ofthe amount of the obligation.

Provisions are.charged as an expense to the profit and loss account in the period that the Group becomesaware of the obligation, and are measured at t'he best est¡mate ãi ir'ô o"t"ni" sheet dãtà óf ine expenditurerequired to settle the obligation, taking into account relevant risks and uncertainties.

when payments are eventually made. they are charced to the provision carricd in the baiance sheei.

1.23 Repairs and renewals

service costs in respect of the annual maintenance of vessels are charged to the profit and loss account asincurred.

costs in respect of major engine overhauls and associated work are capitalised as incurred and depreciatedover the service life of such work.

1,24 Website developmenf cosfs

whele group companies' websites are expected to generate future revenues in excess of the costs ofdeveloping those websites, expenditure on'the functioial¡ty àitnäwàos¡te is capitalised and treated as anintangible fixed asset. Expenditure incurred on maintaining websitãs âno expendiiure incurrej on developingwebsites used only for advertising and promotional purposä" ár" *i¡tt"n off as incurred.

1.25 iFRS 16

As at 31 December 2018, the group has non-cancellable operating lease commitments of f7,76g,000 asdisclosed in note 25. A preliminaiy assessment indicates tnat [rrLià airangements wiil meet the definition of alease under lFRs 16, a.nd hence the group will recognise 
"n 

¡n"iå"ru to total tangible fixed assets andcorresponding liabilities in respect of these ieases, unléss tnev quâl¡rv ror exemptionäi io*'u"lu" or short-term leases upon the application of IFRS 16.

The group's preliminary assessment is that as at 31 December 2019, tangible fixed assets is likely to increaseby c. t4.8m, as willfinance lease liabilities.

over the life of the assets there will be no profit impact.from adopting IFRS 16 but profit will vary betweenfínancial years as interest charges on financä leases are higher at t'he beginning of the lease term and reduceas the lease principal is repaid. Profit before Tax for 
1ne 

yeai *iì"g s1 Decðmber zoig lgã"p"cted to bee482,000 higher following the adoption of this standard.

The Group will apply the exemptions for short-term leases and leases of low value items and are expecting toadopt the modified retrosp-ectivecpproach upon transition in the publication of financial statements for theyear ending 31 December 2019' The modified retrospective 
"pp.å"t 

giu"s rise to a ilgnt ótise asset and acorresponding lease liability.
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Red Funnel Holdings Limited

Notes forming part of the financial statements
forthe yearended 31 Decsmber2018 (continued)

Gritical accounting sst¡matss and iudgements

ln the preparation of the financial statements, Management undertakes a number of accounting estimates and

assesèments, and makes assumptions which provide the basis for recognition and measurement of the assets,

liabilities, revenues and expenses of the Group. These estimates, assessments and assumptions are based

on historical experience and other factors which the Management considers reasonable under the

circumstances, but which by their nature are uncertain and unpredictable. The assumptions may be incomplete

or inaccurate, and unanticipated events or circumstances may occur, for which reason the actual results may

deviate from the applied estimates and assessments. For a detailed description of the Group's accounting

policies, reference is made to note 1.

ln the opinion of Management, the following accounling est¡mates and assessments are significant in the

preparation of the fìnancial statements.

Determination of fair values
lnputs used in determining fair value measurements are categorised into different levels based on how the

inputs used in the valuation technique utilised are (the'fair value hierarchy'):

o Level 1: Quoted prices in active markets for identical items (unadjusted)

o Level 2: Observable direct or indirect inputs other than Level 1 inputs
o Level 3: Unobservable items (i.e. not derived from market data)

The classification of an item into the above levels is based on the lowest level of the inputs used that has a

significant effect on the fair value measurement of the item. For more detailed information in relation to the

fair value measurement of the items, please refer to applicable notes'

Leases
When entering ¡nto lease agreements as a lessee, management assesses whether the lease in question is an

operat¡ng or f¡ñance lease. These assessments are based on whether the risks and rewards of ownership have

bäen trañsfened from the lessor to the lessee and are decided on a lease by lease basis.

lmpairment testing of ships, including the assessment of useful life and scrap value.

Signiticant accountiñg estimates and asseósments regarding ships include the depreciation of the ship's cost

ptiCà on the basis of ihe expected useful life of its componeñt eÞments; the ship's expected maximum useful

iif", it ,.r"p value and impäirment test. The expected useful life of ships and their scrap values are reviewed

and estimated at least onä" , period. lmpairmänt tests are also carried out when there is any indication of

impairment.

lnvestment propert¡es
The group's investment properties are valued annually on 31 December at fair value, determined by an

indepãndänt, professionaìly äualified valuer. The valuaiions were undertaken in accordance with the Royal

lnstitution of Chartered Surveyors' Appraisal and Valuation Manual. The valuers use observable market prices,

ãOjr.t"O if necessary for any Oiference in the nature, location or condition of the specific asset. There is an

inévitable degree of juOgemént involved in that each property is unique and value can only be reliably tested

in the market itself.

Pensions and similar liabilities
The Group's defined ¡*ãtn p"nrion plans are calculated on the basis of a number of key actuarial

assumptions, including Oiscounirate, the anticipated returns on the plans'assets, the anticipated development

¡n *agä. and pensioné, ànticipated mortal¡ty, etc. Even moderate alterations in these assumptions can result

in significant changes in pension liabilities'

The value of the Group's defined pension benefit plans is based on calculations undertaken by external

actuaries.
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Red Funnel Holdings Limited

Notes formlng part of the financial statements
for the year ended 3i Decembor 20tg (conttnued)

2 Grlticalaccounting esfimatesand judgements (continued)

Derivatlves
when entering into agreements involving derivatives, Management assesses whether the derivative inquestion meets the requirement as to effeõtiv.e hedgín-g, ¡ncluoi'ng wrìether the rreoging iãiaiås to recognisedassets and liabilities' projected future cash flows, õr financial iniestments. negutãr ãffectiveness tests arecarried out, and any inefficiency is recognised ¡n the profit and tossãccount.

lmpairment of bad debts
Receivables are recognised at amortised cost price less impairment to meet expected losses. lmpairmentsare recognised based on the customers' ability and/or willingness to pay.

The need for impairments on the individual customer and the adequacy hereof, is assessed by theManagement on the basis of historical data on customer payment patterns, age distr¡butions, dubiousreceivables, customer concentrat¡ons, customer creditworthinåsé, ano any coltaieraii"ð"ìu"o-.

lntra group balances
lntra group balances are held at amoñised cost and are deemed to be current and immediately payable on

. demand where cash balances exisl to cover the net intra group balance.

For the intra group balances exceeding available cash balances, or where the nature of the balance is that ofa loan, interest is charged ar loo/o per ãnnum on the net init;;årp balance owed.
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Red Funnel Holdings Limited

Notes forming part of the financial statemonts
for the year ended 3l Decembe¡ 2O18 (continued)

3 Financial instruments - Risk Management

The Group is exposed through its operations to the following financial risks:

o Credit risk
o Interest rate risk, and
r Liquidity and cash flow risk.

ln common with all other businesses, the Group is exposed to risks that arise from its use of financial
instruments. This note describes the Group's objectives, policies and processes for managing those risks
and the methods used to measure them.

Further quantitative information in respect of these risks is presented throughout these financial statements.

(i) P ri ncí p al fi nanc i al in struments

The principal financial instruments used by the Group, from which financial instrument risk arises, are as
follows:

¡ Trade receivables
. Cash and cash equivalents
¡ Trade and other payables
¡ Shareholder loan notes
o Floating-rate bank loans
¡ Fixed rate loans, and
r lnterest rate swaps

(íi) Financial ìnstruments by category

Financial assets

Fairvalue through
profit or loss

2018 20t7

f'000 €'000

Amortised Cost

2018 20L7

f'000 f'000

8,739 8,762

2,520 2,158

Cash and cash equimlents

Trade and other receiwbles (excluding prepayments)

Derivatiws

Total FinancialAssets

14

14 11,259 10,920
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Notes forming part of the financial statements
forlhe yearended 3l Decsmber20lB (continued)

3 Financial instruments - Risk Managemenl (continued)

Financial liabilities

Trade and other payables

Loans and bonowings

Deriwtires

Total Financial Liabilities

Amortised Cost

2018 20t7
f'000 f'000

(11,075) (9,410)

(248,505) (231,2341

(84) (4271

(84) (427') (259,670) (240,64/-1

-

Fairvalue through
profit or loss

2018 20L7

€'ü)0 f'000

(iii) Financial instruments not measured at fair value

Financial instruments not measured at fair value includes cash and cash equivalents, trade and otherranairrahlac lra¡la an¡l atl¡¡¿ na¡¡a1..1^Â ^-l t^^-^¡,qvv srrv vu¡vr yqyqvrço, qilu ¡udilù ailu uuf tuwillgs.

Due to lheir short-term nature, the carrying value of cash and cash equivalents, trade and other receivables,
trade and other payables approximates their fair value.

General objectives, policies and processes

The Board has overall responsibility for the determination of the Group's risk management objectives andpolicies and, whilst retaining ultimate responsibility.for them, it has deleiated the authärig for designing and
operating processes that ensure the effective implementation of the oùjectives and polióies tã tne cróup,s
finance function. The Board receives monthly reports from the Group Cñief Finance öricer through which it
reviews the effectiveness of the processes put in place and the approþriateness of the objeclíves and policies
it sets.

The overall objective of the B.oard is to set policies that seek to reduce risk as far as possible without unduly
affecting the Group's competitiveness and flexibility, Further details regarding tnese poiicies aie set out below:

Credit risk

Potential customers are checked for their credit worthiness and ability to generate significant volumes before
they are given a credit account. Many customers now pay by Direct óebiiwhich redüces the creo¡t risk. The
Finance Department review the aged debtors report eachper¡oc. A target of 42 days for debtoi collection has
been set by the Audit Committee.

Credit risk also arises from. cash and cash equivalents and deposits with banks and financial institutions. For
banks and financial institutions, only independently rated partiäs with minimum rating ',A,, are accepted.

Further disclosures regarding trade and other receivables, which are neither past due nor impaired, areprovided in note 19.

Cash in bank and short-term deposits

All the Groups cash, totalling Ê8,739,000, is held with HSBC UK Bank pLC, a AA rated institution.

The Board monitors thecredit ratings of counterpartíes regularly and at the reporting date does not expect
any losses from non-performance by the counterparties.
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Notes forming part of the financial statements
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3 Financial instruments - Risk Management (continued)

Capital Disc/osures

The Group monitors "adjusted capital" which comprises all components of equity (i.e. share capital, share
premium and retained earnings) other than amounts in the cash flow hedging reserve.

The Group's objectives when maintaining capital are:

to safeguard the entity's ability to continue as a going concern, so that it can continue to provide returns
for shareholders and benefits for other stakeholders, and
to provide an adequate return to shareholders by pricing products and services commensurately with the
level of risk.

The Group sets the amount of capital it requires in proportion to risk. The Group manages its capital structure

and makes adjustments to it in the light of changes in economic conditions and the risk characteristics of the

underlying assets. ln order to maintain or adjust the capital structure, the Group may adjust the amount of
dividends paid to shareholders, return capital to shareholders, issue new shares, or sell assets to reduce debt.

a

a

4 Revenue

Ferry and associated catering and travel services

Year ended 31
December

2018
Ê'000

53,803

(1e)

Year ended 31
December

2018
Ê'000

5,322
5,771

457
4,189

Period Ended
3l December

2017
Ê'000

26,757

'41

All revenue is derived from activities within the United Kingdom.

5 Other operating income

Other operating income arises mainly from the investment properties the Group maintains. Since this is not

considered to be part of the main revenue generating activities, the Group presents this income separately
from revenue.

Year ended 31 Period Ended
December 31 December

2018 2017

Ê'000 €,'000

Loss on disposal of assets (20)

Rental income from investment property 1 LL

6 Profit from operations

Profit from operations is stated after charging:
Depreciation and other amounts written off tangible fixed assets

Amortisation of goodwill and other intangible assets
Hire of other assets - operating leases
Cost of inventories recognised as an expense
Exceptional costs relating to acquisition

Exceptional costs in the prior period relate to external advisors and legal fees in relation to the acquisition of

the FA lllGroup.
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Red Funnel Holdings Limited
Notes forming part of the flnancial statements

for the year ended 3l December 201g (continued)

6 Profit from operations (continued)

Auditors' remuneration:
Fees payable to the Company's auditors for the audit of the parent
company
Fees payable to the Company's auditors for the audit of the
consolidated financial statements
Fees payable to the Company's auditors for other seryices:
Tax compliance
All other services
Tax advisory services
Other non-audit services

7 Employee benefit expsnsos

Ëmpioyee benefit expenses (including directors) comprise

Wages and salaries
Defined contribution pension cost
Social security contributions and similar taxes

Year ended 3l
December

2018
€'000

5

70

Period Ended
31 December

2017
€,000

5

65

18
5

Period ended
3l December

2017
Ê'000

16
5

20
10

20
6

Year ended 3l
December

2018
c,000

13,711
1,220

402

5,829
534
172

6,535

Period ended
3'l December

2017

92
2U
'l4s

15,333

Employees

The average monthly number of employees, including the directors, during the period was as follows:

Year ended 31
December

2018

Administration
Sea-faring staff
Shore-based staff

The total number of FTEs (Fuil time Equivatents) were 398 (2017 - 341).

There are no employees or employee benefit expenses within the parent company during the period

107
276
177

485560
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for the year ended 3l December 2018 (contlnued)

7 Employee benefit oxpenses (continued)

Key management personnel compensatlon

Key management personnel are those persons having authority and responsibility for planning, directing and
controlling the activities of the Group, and are defined as the directors of the company, and directors of wholly
owned subsidiary companies.

Remuneration of Directors of wholly owned subsidiaries

Salary

Defined benefit scheme costs

Year ended 3l
December

2018
e'000

1,139
57

Period ended
31 December

2017
g'000

426
30

1,196

-

458

8

No director of the company received remuneration, or contributions to the group's defined benefit scheme.

Segment lnformatlon

IFRS 8, Operating Segmenfg establishes standards for reporting information about operating segments and

related disclosures, products and services, geographic areas and major customers. Operating segments are

components of an enterprise about which separate financial lnformation is available that ls evaluated regularly

by the chief operating decision-maker in deciding how to allocate resources and in assessing performance.

The Group conducts its activities through a single operating segment. Consequently, no detailed segment

lnformation has been presented.
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I Flnance income and expense

Recognised ln profit or loss

Finance lncome

Other interest received

Finance expeRse

Bank loans

Flnance leases

Other interest payable

Loans from shareholders

Debt costs unitten off

Net interest on defined benefit pension liability
Hedging breakage costs

Total flnance expenso

Year ended 3l
December

2018
Ê'000

l0

Poriod ended
3l December

2017
â.000

3

4,53ô

735

122

10,553

2,803

70

(3e4)

2,011

296

83

4850

467

46

7.7131
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10 Tax expense

Deferred tax expense
Origination and reversal of temporary differences (note 22)
Adjustments in respect of prior per¡ods
Effects of changes in tax rate

2018
Ê'000

2017
Ê'000

(581)
(67)

(4e3)

(10)

Total deferred tax (648) (503)

Total tax exponss

Other comprehensive income ltems
Origination and reversal of timing differences

(648) (503)

(164)

(164)

The reasons for the difference between the actual tax charge for the period and the standard rate of
corporation tax in the United Kingdom applied to profits for the period are as follows:

2018 2017
Ê'000 Ê'000

Loss for the period (10'867) (4'682)

Tax charge at the UK corporation tax rate of 19o/o

Expenses not deductible for tax purposes
Amounts charged(credited) directly to the STRGL or otherwise
transferred
Effects of changes in tax rate
Adjustments in respect of prior periods (deferred tax)
Other
Deferred tax charged(credited) directly to the STRGL
Deferred tax not recognised
Timing differences

(2,065)

838
(41)

144

1U

(8e0)

892

25

23

(553)

Total tax expense (503)

Changes in tax rates and factors affecting the future tax charge

The UK corporation tax rate was 20% to 31 March 2017 and 19% to the period ending 31 December 201 8' ln

the Summer Budget 2015, the UK government announced legislation setting the main rate of.corporation tax

al lgo/ofor the yeãr beginning 1 Apiil 2020. ln March 2016, the government announced a further reduction to

the main rate ôf corpõration- tax for the year starting 1 April 2020 lo 17o/o. 'lhe relevant UK deferred tax

balances have been re-measured accordingly'

11 Dividends

An interim dividend for the period ending 31 December 2018 of Ê300 (2017 - 0500) per fully paid ordinary A

share was paid during the period, totalling Ê3,000,000 (2017 - t5'000'000)'

The directors did not recommend a final dividend.

(67)
48

(164)
769

34

(648)
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12 Property, plant and equipment

CosÚ or valuallon

At I January 2018

Additions

Disposals

Transfer (to) / fom assels under construction

At 3l December 2018

Accu m ul ated deprecl atlon and I m paí rment

At I January2018
Depreciation for the period

Disposals

At 31 December 2018

Net book value

At 31 Decembør 20,17

At 31 December2018

3,877

6,387 3,165 37,384

1,792

4,229

(13)

2,?29

39,202

16,030

(e4)

(10,822)

8,202 55,139

2,243

5,322

(68)

Land and

bulldlngg

['000

2,374

136

Plant,

machlnory

and motor

vehlclee

€'000

2,u2
266

Fr)
138

26,562

4,028

(13)

6,807

Assotg

undor

constructlon

€'000

7,424

I1,600

Shlps

t'000

Total

e'000

45

305

406

788

(55)

350 1,139 6,009 7,497

2,436 24,770 7,424 36,959

ô,036 2,026 31,376 8,202 47,641

lncluded within the net book value of Ê47.6 million (2917_-.e37.0 miiliorr) is Ê11.0 miilion (2017 - €5.5 miltion)relating to assets held under finance tease agreemènts. tne aepreciãióir cnargeo to the financial statementsin the period in respect of such assets amouñted to Â696,000.

capital commitments contracted at 31 December 201g were €,1,gg7,000 (2017 _ t7,ss3,ooo).

30



Red Funnel Holdings Limited

Notes forming part of the flnanclal statements
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13 lnvestment property

Commerclal

property

f,'o00

At 1 January2018 and 31 December2018 1,596,000

The investment properties were valued on 31 December 2017 using observable market prices, adjusted if
necessary for any difference in the nature, location or condition of the specific asset. carried out by external

independent qualified valuers with recent experience valuing investment properties in the location held by the

Groúp. The valuations were undertaken in accordance with the Royal lnstitution of Chartered Surveyors'

Appraisal and Valuation Manual.

The fair value of investment property is categorised as a level I recurring fair value measurement.

Had the revalued properties been measured on a historical cost basis, their net book value would have been

Ê1 .1 million (2017 - Ê1 .2 million). The revaluation deficit (gross of tax) amounted to tNil (2017 - e24,000)'

(ii) Restrictions and oblÍgatlons

At 31 December 2018, there were no restrictions on the realisability of investment property or the rem¡ttance

of income and proceeds of disposal. There are currently no obligations to construct or develop the existing

investment properties. At 31 December 2018, contractual obligations to purchase investment property

amounted to Ênil.
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14 lntangible assets

Cost

At I January 2018

Additions

Transfer to / (from)
assets under
construction

At 3l December
2018

îtccumuiateci
amortisation and
impalrment

At I January 2018

Amortisation
charge for the year

At 31 December
2018

Net book value

At 31 December
2017

At 3l December
2018

Gustomer
Relatlonships

Ê'000

Assets in
course of

construction
e'000

Brand

t'000

Software

Ê'000

Goodwill

e'000

Total

Ê'000

343,627

371

26,317

26,317

780 1,144

10s

780 1,295

78 118

352156

234 470

7O2 1,026

546 814

108 315,278

2G6

36 (36)

2,632

5,263

7,895

23,695

18,422

338 315,278 343,998

2,829

5,771

8,599

108 315,279 340,799

338 315,278 335,397

15 Goodwilland impairment

The Group is required to test, on an annual basis, whether goodwill has suffered any impairment. Therecoverable amount is determined based on value in use calcujátiõns. The use of this ñrettlo¿ reguires theestimation of future cash flows and the determination ot a ¿¡scouÀiiáie ¡n order to calculate ine present vatueof the cash flows. The principal assumptions used in our cashflow analysis consisted of:

¡ Forecasted operating result, including net revenue yields and net costs
' 93.p99¡tv changes, incruding the introduction of a néw freight oniy vesser¡ WACC of the company, calculated using adjustments for Jpec¡fic company and market risk factorse capital expenditures and proceeds from forecasted disposäls, which are åll considered level 3 inputs

Based on the discounted cash flow analysis for cash flows to 2023, management are satis¡ed there is noimpairment to be recognised on goodwill.
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16 Subsidlarles

The subsidiaries of Red Funnel Holdings Limited, all of which have been included in these consolidated
financial statements, are as follows:

Subsidiary undertaklng

Dlrect Holdings
Red FunnelLimited

lndirect Holdings
Steam Coffee Company Limited *

lsle of Wight Holidays Limited .

Red Funnel(Pension Trustees) Limited *

Falcon Acquisitíons Limited ***

Southampton lsle of Wight and South of
England Royal MailSteam Packet
Company Limited'*

Gountry of registration
or incorporation

United Kingdom

United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom

Class

Ordinary e1

Ordinary Ê1

Ordinary Ê1

Ordinary Ê1

OrdinaryÊ1
Ordinary Ê1

Shares held
o/o

100

100

100

100

100
100

All the above companies are dormant with the exception of:
- Red FunnelLimited, and;
- Southampton lsle of Wight and South of England Royal Mail Steam Packet Company Limited, which

provides ferry and associated catering and travel facilities,

The Directors believe that the carrying value of the investments ís supported by their underlying net assets.

The directors consider that the value of the investments in subsidiary companies is at least equal to the cost
and no impairment provision is required.

' subsidiary of Southampton lsle of Wight and South of England Royal Mail Steam Packet Company
** subsidiary of Falcon Acquisitions Limited
**'subsidiary of Red Funnel Limited

Red Funnel Ferries Limited, Red Funnel Group Limited, Red Funnel Group (Holdings) Limited, FA ll Limited,

FA lll Limited, Bar 1861 Limited, Refuel - The Food Station Limited and Red Funnel Steamers Limited have

been struck off ín 2018 as a result of a group simplification.

The registered addresses of the above subsidiary undertakings are the same as the address stated on

Company lnformation within the contents page.
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17 lnventories

Fueloil
Marine spares
Catering stocks

Total der¡vative financial assets

l8 Derlvatlvefinancial instruments

Derivative financial assets
Derivatives designated as hedging instruments:
Commodity swaps - cash flow hedge

2018

â'000
111

320

156

2017

Ê'000
113

312
93

587 518

2018
€,'000

2017
Ê'000

1&

14

The maximum exposure to credit risk at the reporting date ¡s the fair value of the derivative assets in theconsolidated statement of financial position.

Cash flow commodity swaps

The Group also uses swaps to hedge the variability in fuel costs due to fluctuations in fuel price.

The hedged forecast transactions are expected to occur at various dates within the next 12 months. Thenotional principal amount of the hedged forecast transaction totalled 2:,2g3,4g0 (2017 -2,313,92g) MetricTonnes. The fair value of the swapis at 31 Decemuer zôrã was 
" 

ii"o¡i¡iv oi-r.26s,oõ-þrz - AssetÊ144'000)' The fair value is categorised as level 1, this is 
"n ""iù"'m"rket 

valuation and the faír valuerepresents the value to settle the derivative.

At 31 December 2018, the floating rate was Platts spot price. Gains and losses recognised in the cash flowhedging reserve in equity on commodity swaps contracts as at 31 December 201g will be released in theperiod or periods during which the hódged'forecast transaction affects the consolidated statement ofcomprehensive income.
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l8 Derivativefinancial instruments (continued)

19 Trade and other receivables

Trade receivables

Trade receivables - net

Prepayments and accrued income
Other receivables

2018
Ê'000

2017
Ê'000

Derivative financial liabilities
Derivatives designated as hedging instruments:
lnterest rate swaps - cash flow hedge

Total derivative financial liabilities

Cash flow interest rate swaps

The Group manages its cash-flow interest rate risk by using floating-to-fixed interest rate swaps. Normally the
Group raises long-term borrowings at floating rates and swaps them into fixed rates.

The notional principal amounts of outstanding floating to fixed interest rate swap contracts designated as
hedging instruments in cash flow interest rate hedges of variable rate debt at 31 December 2018 totalled
Ê60m (2017 - Ê100m). Their fair value was a liability of Ê84,000 (2017 - Ê427,000). The fair value is
categorised as level 1, this is an active market valuation and the fair value represents the value to settle the
derivative.

The ineffective portion recognised in the finance expense that arises from cash flow hedges amounts to a loss
of Ênil.

At 31 December 2018, the floating rate was LIBOR. Gains and losses recognised in the cash flow hedging
reserve in equity on interest rate swap contracts as at 31 December 2018 will be released to the consolidated
statement of comprehensive income as the related interest expense is recognised.

42784

42784

2018
t'000
1,427

2017
e'000
1,695

1,6951,427

876
218

955
68

Total financial assets other than cash and cash equivalents classified
as loans and receivables 2,521 2,718

The carrying value of trade and other receivables classified as loans and receivables approximates to fair
value. All trade and receivables are due in less than one year.

As at 31 December 2018 trade receivables of Ê539,200 (2017 - Ê459,200) were past due but not impaired.
They relate to customers with no default history, The ageing analysis of the receivables are as follows:

9469,500 (2017 - e361,700) overdue up to one month
e66,400 (20'17 - €79,000) overdue up to two months
e3,200 (2017 - Ê18,500) overdue by over two months or more

As at 31 December 2018 trade receivables of Ê2,000 (20'17 - e5,000) were past due and fully impaired. The
bad debt provision is a specific provision against 2 customers where, in the view of the directors, there is a

specific and objective evidence that the debt is impaired.
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20 Trade and other payables

Trade payables
Other payables
Accruals

Total financial liabilities, excluding loans and borrowlngs,
classified as
financial liabilities measured at amortised cost

Other payables - tax and social security payments

Non-Current
Bank loans
- Secured
Other loans
Finance leases (note 25)

Gurrent
Shareholder loan note
- Unsecured
Other loans
Finance leases (note 25)

Total loans and borrowings

The book value of loans 
^an^d 

borrowings measured at amortised cost approximates to fair value. Total debtissue costs of Ê4,538,000 
.(20.'17 'î4,198,000) are offset against Û"-oãh¡. ban balance and amortised overthe life of the loan. Amorlisation to date of dt,tgg,ooo tgãsz,oooiñ". ¡""n charged to ihãstatement ofcomprehensive income. Debt issue costs at 31 Decembei 2o1ti weíe eà,ggs,ooo (2017 - t4,0g1,000).

All of the groups borrowings are denominated in sterling.

2018
Ê'000

2,390
1,095
6,231

2017
e'000

2,142
212

6,228

9,716

329

8,582

433

Total trade and other payables 10,045 9,015

The carrying value of trade and other payables classified as financial liabilities measured at amortised cost
approximates fair value.

21 Loans and borrowings

The book value of loans and borrowings are as follows:

2018
Ê'000

125,294
920

I I ,015

137,219

112,406

249,625

2017
Ê'000

118,419
1,496
5,826

125,741

104,849
526
118

105,493

231,234

377
575
454

111
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21 Loans and borrowings (continued)

lncluded within the above amounts falling due as follows

The bank loans are secured by way of a fixed and floating charge over the assets of the group. The bank loan
is repayable in 2022. lnterest is charged at a spread over LIBOR. lnterest rate risk has been hedged by a
swap to fixed rate.

The shareholder loan note is an unsecured instrument with a fixed interest rate of 10%. The loan notes are
held by the shareholders of the company and are repayable on demand. The directors therefore deem the
loan notes to be classified as payable in less than one year.

The other loan represents amounts owed the Merchant Navy Officers Pension Fund. This loan is unsecured
and bears a fixed rate of compounding interest at 8.83% for the 2009 valuation and 6.30% for the 2012
valuation.

The finance leases relate to a finance lease of Red Jet 6 and Red Jet 7. This is secured on the asset, has an
implied interest rate of 9.670/o and 5.24o/o and is payable over 15 and 10 years respectively.

Bank Borrowings

At 31 December 2018 security was held by Royal Bank of Canada on the Bank loan facility and overdrafts by
way of fixed and floating charges over the assets of Red Funnel Limited (a wholly owned subsidiary). The
bank loans and revolving credit facility bear interest of between 2.50/o and 3.250/o above LIBOR, dependent
on the maturity of the loan. During the period, the interest applied was 'l .7o/o above LIBOR.

Secured loans

The pension liability relates to the defined benefit scheme for the MNOPF 2009 and 2012 valuations.
The repayments commenced in 2010 and 2013 respectively and will continue until 2020 and2O23 al
interest rates of 8.83% and 6.30%.

The Group does not have any undrawn committed borrowing facilities available at 31 December 2018.

The profile of the bank loan, shareholder loan note and MNOPF loan is as follows. The finance lease profile

can be found in note 25.
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21 Loans and borrowinga (continued)

2018

Not later than one year
Later than one year and not later than
five years
Later than flve years

2017

Not later than one year
Later than one year and not later than
five years
Later than five years

111,377
50,045

69,239

125,294 111,977

Total
t'000

111,952
56,965

60,239

1,495 238,156

Bank loan
Ê'000

Bank loan
Ê'000

Shareholder
Loan note

t'000

Shareholder
Loan note

8 000

Other loans
9,000

Other loans
[.000

526
1,391

575
s20

Total
e'000

105,375
fig,gl0

104,849
118,419

118,419 104,949

t0s 105

2,022 225,290
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22 Deferred tax

Deferred tax is calculated in full on temporary differences under lhe liability method using a tax rate of 17o/o.

The reduction in the main rate of corporation tax to 17% was substantively enacted in Finance Bill 2016. This
rate has been applied to deferred tax balances which are expected to reverse after the period end.

The movement on the deferred tax account is as shown below:
Ê'000

At I January 2018 (6)

Recognised in profit and loss: Tax expense
Recognised in other comprehensive income

Business combinations
Fixed asset timing differences
Short term timing differences

Pensions

Tax asseU(liabilities)

Net tax assets(liabilities)

A deferred tax asset has not been recognised for the following:

Unused tax losses

648
(164)

At31 December20l8

Deferred tax assets have been recognised in respect of all tax losses and other temporary differences giving
rise to deferred tax assets where the directors believe it is probable that these assets will be recovered.

The analysis of the defened tax assets and liabilities at the end of the period are shown below.

478

2018

Ê'000

(3,2251

2,875
45

783

478

478

2017
Ê'000

(4,2121

3,377

48

781

(6)

(6)

10,898

2018
c'000

20'17
Ê'000

14,784

14,78410,898

The tax losses can be canied forward indefinitely
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23 Share capitat

Ordinary A shares of Ê1 each
Ordinary B shares of Ê1 each

Ordinary A shares of Ê1 each
Ordinary B shares of e1 each

Reserve

Share premium
Retained earnings

Hedging reserye

Authorised

Number
Thousands

Ê'000

10
10

lssued and fully paid
Number â'000

Thousands

10
10

10
10

10
10

Rights attaching to shares

Each A ordinary share carries one vote per share on all matters except that of an appointment or removal ofa Director. Each ordinary A share carries equal rank on dividend páyments.

Each B ordinary share carries one vote per share on only the matter of an appointment or removal of aDirector. No Ordinary B share has rights to dividends.

The.,holder of allordinary shares carry equal distribution rights on return of assets on liquidation, reduction ofcapital or otherwise, lhe surplus assets of the company remaíning after payment of its liabilities.

on incorporation, the company issued 6 ordinary shares at Ê1.00 per share. on 6 July 2017, the companyredesignated 1 of the ordinary shares as an orcinary A share, 
"nJ 

é or fr" oroinary Ënãi", u" oroin"ry eshares' on 6 Julv, the company also issued 9,999 ordinary Áinárãs ai Ê1.00 per share and 9,99s ordinaryB shares at Ê1.00 per sharc.

24 Reserves

The following describes the nature and purpose of each reserve within equity:

Description and purpose

Amount subscribed for share capital in excess of nominal value.
All other net gains and rosses and transactions with o*n"* iã.g. dividends) not
recognised elsewhere.
lncludes the cumulative value of all movements in the hedging reserve
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25 Leases

Finance /ease - /essee
Future lease payments are due as follows

2018

Not later than one year
Later than one year and not later than five years

Later than five years

Current liabilities
Non-current liabilities

2017

Not later than one Year
Later than one year and not later than five years
Later than five years

Current liabilities
Non-current liabilities

Not later than one Year
Later than one year and not later than five years

Later than five Years

Mlnimum
lease

payments
e'000

1,31 I
4,928

12,099

18,338

701
12,264

701
2,803
9,461

12,965

701
12,264

lnterest
e'000

Present
value
e'000

454
2,517
8,498

118
5,826

118
793

5,033

118
5,826

Total
2017

Ê'000

749
2,202
5,093

8,044

(857)
(2,4111

{3,601}

(6,869) f 1,469

(583)
(6,438)

(583)
(2,010)
(4,4281

(7,0211 5,944

(583)
(6,438)

A trading subsidiary within the group entered into a finance lease arrangement for the purchase of a vessel in

2016. The lease has an implieð intàrest rate of 9.67% and the term of the lease is 1 5 years. The lease in on

a fixed repayment basis. ln 2018 the same subsidiary company purchased another vessel with an implied

interest rate of 5.24o/o and a lease term of 10 years'

The fair value of the company's lease obligations is approximately equalto their carrying value.

Operating /eases - /essee
lne totaifuture value of minimum lease payments is due as follows:

Total
2018
€'000

745
2,202
4,818

7,769

Operating lease payments repÍesents rentals payable by the group for certain properties' Leases are

något¡"t"-d on varying terms depending on the type of asset leased'
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Red Funnel Holdings Limited
Notes forming part of the financial statements

forthe yearended 91 December20lg (continued)

26 Related party transactions

During the financial period, the group paid Ê96,000 (2017 - Ê4g,000) to visit tsle of wight Lim ited for advertisingand sponsorship. Mr J M Green, a director of the'companv, ír ãléo 
" 

director of Vi-sit tste ot wignt Limited.There were no amounts ow¡ng to Visit tste of wight t_¡míteo ät ãt-'õãcemoer 201g.

During the financial period,.the group were paid €26,000 (2017 - Ê24,ooo) by uK saíting Academy for ferrytravel to the lsle of wight. Ms c E Locke, a director of the 
"ärp"ny, 

ir atso'a director of u"K saiting Academy.There was Ê1'600 (2017 - e2,500) owing from uK saiting ncaäèmi àt gt o"."rber 2018.

Durlng the financtal penod, the group paid Ê5,000 (2017 - Ê1,000) to the tsle of wight chamber of commercefor advertising and chamber membership. Mr K A èeorge, a ã¡i"ótài or the compa"ny, ir ;|f, director of tsleof wight chamber of commerce. There were credits orîio,ooo tiót z - e ruit¡ owing to tste of wight chamberof Commerce at 31 December 201g.

During the financial period, the group paid Ê2,000 (2017 - î?,000) to MNp EG Limited for membership. Mr pR winter' a director of the company, is also a directôr of MNP EG lir¡tuo. The group also paid MNopF deficitpayments to MNoPF Trustees Limited of Ê648,000 (2017 - e324,000). Mr p R winter is a trustee of MNopFTrustees Limited. There were no amounts owing to MNP EG i-¡rit"¿ or MNopF Trustees Limitcd at 31December 2018.

27 Events after the reporting date

ln March of 2019 significant work has been conducted at East cowes on the company,s lnvestment propertyin Dover Road where all of these properties were due to be demolished. These were'net¿ in tn" cornpany,.balance sheet at e81O,O0O.

The sale of Red Jet 3 was completed in March 2019. The vessel was sold for €643,000. At the date of disposaltotal Red Jet 3 assets had a net book value of e 145,000. Thtd;fii;;;ab of the asset as weil as the reductionof both total assets and total depreciation wiil be recogn¡sãã pori'våà,. 
"n¿.28 Effects of changes in accounting policies

There were no changes in the accounting policies during the period ending 31 Decembe r 201g.
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Notes forming part of the financial statements
forthe yearended 31 December20lS (continued)

29 Defined benefit schemes

MNOPF Defined Benefit Scheme
Some employees of the Group's subsidiary undertaking, Southampton lsle of Wight and South of England

Royal Mail Sieam Packet Company Limited ('SIOW') are members of the Merchant Navy0fficers Pension

fuñO ç'UtruOeF"). The scheme is closed to new membership and future benefit accrual, the Group contributes
to the deficit of the scheme.

The Group has not adopted the accounting requirements of IFRS 19 "Employee Benefits" in respect of this
scheme since it is unabie to identify its share of the underlying assets and liabilities. This scheme is formally
valued triennially by independent qualified actuaries as required by the applicable UK regulations.

SIOW's share of the deficit in the new section of the scheme is to be paid for at the rate of Ê543,000 per

annum lo 2020, and Ê105,000 per annum to September 2023. The most recent comprehensive actuarial
valuation of the scheme was 31 March 2015. The valuation showed a small deficit, but the Trustee's decided

not to schedule any further payments in relation this new deficit.

RFSPS Defined Benefit Scheme
The Group's subsidiary undertaking, Southampton lsle of Wight and South of England Royal Mail Steam

Packet Company L¡mitèd ("S|OW') operates a trustee administered fund holding the pension scheme assets

to meet long term pension liabilities. The most recent comprehensive actuarial valuation of the scheme was

31 January-2Q1S. À qualified actuary independent of the scheme's sponsoring employe¡ has updated the

scheme válues to 31 December 2018. The major assumptions used by the actuary are shown below.

43
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Notes formlng part of the financial statoments

forthe yearended 31 December20lg (continued)

29 Defined benefit schemes (continued)

The scheme is in deficit and SloW will make payment of annual contributions of e240,000 ín respect of thedeJicit from February 2018 onwards with the aim tö eliminate the deficit by 31 October ZOb-g. 
-SiOW 

has agreedwith the trustees that it will meet expenses of the scheme and levies to the pension protection Fund.

The schemes are exposed to a number of risks, including:

o lnvestment nìsk movement of discount rate used (high quality corporale bonds) against the return fromplan assets

o /nferesf rate risk: decreases/increases in the discount rate used (high quality corporate bonds) willincrease/decrease the defined benefit obligation

' Longevity rbk: changes in the estimation of mortality rates of current and former employees.

The assets and liabilities of the scheme have been grossed up to account for insured annuity policies. Thenet effect on the scheme is ÊNil,

Reconciliation of defíned benefit obtígation and faìr value of scherne assefs

Balance (1 January 2018)

lnterest cost and income

lncluded in profit or loss

Remeasurement (loss) / gain
(a) Actuarial (loss) / gain from:
- Financial assumptions
- Adjustments (experience)

lncluded in other comprehensive income

Effects of movements in exchange rates
Employer contribulions
Benefits paid
Movement in lnsured Annuitants

Other movements 414 (184)

Defined
beneflt

obllgation
Ê'000

(13,608)

(307)

(307)

281

414
146

Fair value of
scheme
assets

€'000

10,639

237

(4e8)

230
(4141
(146)

Net defined
scheme
liabllity

Ê'000

(2,969)

(70)

(2171

12171

230

237

(4e8)

(70)

281

230

Balance (31 December 2018)
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Red Funnel Holdings Limited

Notes forming part of the financia! statements
for the year ended 3l December 2018 (continuød)

29 Defined bsnef¡t schemes (continued)

Disaggregation of defined benefit scheme assefs

The fair value of the Scheme assets is analysed as follows

Equity securities
Diversified growth assets
Fixed lnterest government bonds
Corporate bonds
lndex linked government bonds
Property
Cash
lnsured ennuitânts

Discount rate
Retail price index
Consumer price index
Deferred revaluation of CPI (max 5%)
Pension increases of RPI (max 5%)
Expected return on assets

2018
Ê'000

1,976
834
475

3,958
479

1,483
130
713

2017
Ê'000

2,210
919
475

4,187
484

1,411
g4

859

10,048 10,639

DeÍined benefit obligation - actuarial assumptions

The principal actuarial assumptions used in determining calculating the present value of the defined benefit
obligation of the Scheme (weighted average) includes:

2018 2017

2.75o/o

3.35%
2.35%
2.35o/o

2.75%
2.75%

2.45%
3.25o/o

2.25o/o

2.25o/o

3.25o/o

2.45o/o

Longevity at retirement age (current pensioners)
- Males
- Females

Longevity at retirement age (future pensioners)
- Males
- Females

The weighted-average duration of the defined benefit obligation at 31 December 2018 for current pensioners
was 11 years.

Sensitivity
Sensitivities regarding the principle assumptions used to measure scheme liabilities are set out below:

22
24

23
25

Assumption
Discount rate
Price inflation (RPl)
Life expectancy at age 65

Change in assumption
lncrease/decrease by 1 

o/o

lncrease/decrease by 1 
o/o

lncrease in life expectancy by 1 year

lmpact on schoms liabilities
Decrease by 53o/o/increase by 66.20lo
lncrease by 41.60/oldecrease by 37.6%
lncrease by 160/o
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Parent Company statoment of financial positlon
as at 3l December2018

Assets
Non-current assets
lnvestment in subsidiaries

Current assets

Trade and other receivables

Cash and cash equivalents

Total assets

Capital and reserves

Share capital

Share premium reserve

Retained earnings

3

5

Note
2018

Ê'000

111,413

268,670

(20)

1157,2371

20t7
Ê'000

107,849

265,106

(20)

1157,2371
(3,000)

157,257 157,257

157,257 157,257

111,413 104,849

3,000

7

I
8

TOTAL EQUITY 1157,2571 (160,257)

Current liabilities
Loans and borrowings 1111,4131 (104,849)

1111,4131 (104,849)

Total liabilities (111,413) (104,849)

Total equity and liabilities (268,670) (265,106)

The Companyhastaken advantageof theexemption allowed underthe Companies (Jersey) Law 1991 and has
not presented its own profit and loss account in these financial statements. The company recorded a loss for the
period of Ê12.88 million (2017 - Profit Ê8m).

6

The notes on pages 48 to 52 form part of these financial statements.

These financial statements vyerg approved and authorised for issue by the Board of Directors and were signed on
behalfofthe Board on tr //n

U^LIIü
Charles Hazel$od
Director
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Parent Gompany statement of changes in equity
Asat3l December20lS

At I January 2018

Comprehenslve lncome for the period
Profit

Total comprehensive income for the
period

Contr¡but¡ons by and distrlbutions to
owners
Dividends

Total contributions by and
distributions to owners

At31 December2018

Share
capltal
Ê'000

Share
promium

['000

Share
premlum

€'000

Rotalned
earnlngs

€'000

Retalned
oarnlngs

Ê'000

Tota!
e'000

160,257

Toûal
g'000

20 157,237

20 157,237

20 157,237

3,000

3,000 160,257

(3,000) (3,ooo)

(3,000) (3,000)

157,257

Sharo
capltal
€'000

At 16 June 2017

Comprehensive income for the period
Profit

Total comprehenslve income for the
period

Contributions by and distributions to
owners
Dividends
lssue of shares 20 157,237

Total contributions by and
distributions to owners

At3l December2017

The notes on pages 48 to 52 form part of these financial statements.
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Red Funnel Holdings Limited

Notes to the parent company financial statements
for the year ended 3i December 2019

Accounting policies

Basis of preparation

The financial statements have been prepared in accordance with Financial Reporting standard 101 Reduced
Disclosure Framework. The principal accounting policies adopted in the prepãration of the financial
statements are set out below. The policies have been'consistenlly applied to all the þerioos presented, unless
otherwise stated.

The financial statements have been prepared on a historical cost basis. The presentation currency used is
sterling and amounts have been presented in round thousands (,Ê000s').

D i sclosu re exem ption s ado pted

ln preparing these financial statements the company has taken advantage of all disclosure exemptions
conferred by FRS 101. Therefore, these financial statements do not include:

¡ certain comparative information as otheruise required by EU endorsed IFRS;¡ certain disclosures regarding the company,s capital;. a statement of cash flows;
o the effect offuture accounting standards not yet adopted;¡ the disclosure of the remuneration of key management personnel; and
' disclosure of related party transactions with other wholiy owned members of the group headed by RedFunnel Holdings Limited.

ln addition, and in accordance with FRS 101 further disclosure exemptions have been adopted becauseequivalent disclosures are included in the consolidated financial statemånts of Red Funnel Holäings Limited.These financial statements do not include certain disclosures in respect of:

. Share based payments;
¡ Businesscombinations;
¡ Financial lnstruments (other than certain disclosures required as a result of recording ¡nancialinstruments at fair value);

' Fair value measurement (other than certain disclosures required as a result of recording ¡nancialinstruments at fair value); and. lmpairment of assets.

Judgements and key areas of estimation unceñainty

The preparation of financial statements in compliance with FRS 101 requires the use of certain criticalaccounting eslimates. lt also requires the company's directors to exercise judgement in applying thecompany's accounting policies. The areas where significant judgemenis and estimates have been made inpreparing the financial statements and their effect arè disclosôd in note 2.
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Red Funnel Holdings Limited

Notes to the parent company financial statements
for the year ended 31 December 2018 (continued)

1 Accounting policies (continued)

1,1 Financial assefs

The Group classifies its financial assets into one of the categories discussed below, depending on the purpose

for which the asset was acquired. The Group has not classified any of its financial assets as held to maturity.

Other than financial assets in a qualifying hedging relationship, the Group's accounting policy for each

calegory is as follows:

Loans and receivables

These assets are non-derivative financial assets with fixed or determinable payments that are not quoted in
an active market. They arise principally through the provision of goods and services to customers (e.9. trade

receivables), but also incorporate other types of contractual monetary asset. They are initially recognised at
fair value plus transaction costs that are directly attributable to their acquisition or issue, and are subsequently

carried at amortised cost using the effective interest rate method, less provision for impairment.

lmpairment provisions are recognised when there is objective evidence (such as significant financial

difficulties on the part of the counterparty or default or significant delay in payment) that the Group will be

unable to collect all of the amounts due under the terms receivable, the amount of such a provision being the

difference between the net carrying amount and the present value of the future expected cash flows

associated with the impaired receivable. For trade receivables, which are reported net, such provisions are

recorded in a separate allowance account with the loss being recognised within administrative expenses in

the consolidated statement of comprehensive income. On confirmation that the trade receivable will not be

collectable, the gross carrying value of the asset is written off against the associated provision.

The Group's loans and receivables comprise trade and other receivables and cash and cash equivalents in

the consolidated statement of financial position.

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short term highly

liquid investments with original maturities of three months or less, and - for the purpose of the statement of

câsh flows - bank overdrafts. Bank overdrafts are shown within loans and borrowings in current liabilities on

the consolidated statement of financial position.

1.2 Financial liabilities

The Group classifies its financial liabilities into one of two categories, depending on the purpose for which the

liability was acquired. The Group's accounting policy for each category is asfollows:

Bank borrowings are initially recognised at fair value net of any transaction costs directly attributable to the

issue of the instrument. Suón inteiest-bearing liabilities are subsequently measured at amortised cost using

the effective ¡nterest rate method, which ensures that any interest expense over the period to repayment is at

a constant rale on the balance of the liability (including any initial transaction costs or payment payable on

redemption) carried in lhe consolidated statement of financial position.

Trade payables and other short{erm monetary liabilities, which are. initially recognised at fair value and

subsequently carried at amortised cost using the effective interest method

1.3 Share capital

Financial instruments issued by the Group are classified as equity only to the extent that they do not meet the

definition of a financial liability or fìnancial asset.

The Group's ordinary shares are classified as equity instruments.
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Red Funnel Holdings Limited

Notes to the parent company financial statements
for the year ended 31 December 20i8 (continued)

I Accounting policies (continued)

1.4 Dividends

Dividends are recognised when they become legally payable. This is when dividends are declared by the
directors.

1.5 Deferred taxation

Deferred tax assets and liabilities are recog.n-ised where the carrying amount of an asset or liability in the
consolidated statement of financial position differs from its tax basé, except for differences arising on:

r The initial recognition of goodwill
o The initialrecognition of an asset or liability in a transaction which is not a business combination and at

the time of the transaction affects neither accounting or taxable profit, ando lnvestments in subsidiaries and jointly controlled entities where ihe Group is able to control the timing of
the reversal of the difference and it is probable that the difference will not råverse in the foreseeable future.

Recognition of deferred tax assets is restricted to those instances where it is probable that taxable profit will
be available against which the difference can be utilised.

ln respect of deferred tax assets arising from investment property measured at fair value, the presumption
that recovery will be through sale rather lhan use has not been rebutted

Tho amount of the asset or liability is determined using tax rates that have been enacted or substantively
enacted by the reporting date and are expected to ãpply when the deferred tax liabilities(assets¡ aré
settled/(recovered).

Deferred tax assets and liabilities are offset when the Group has a legally enforceable right to offset currenttax assets and liabilities and the deferred tax assets and iiabilities rãlaie to taxes levieî by the same taxauthority on either:

r The same taxable group company, oro Diff.erent group entities which intend either to settle current tax assets and liabilities on a net basis, or torealise the assets and settle the liabilities simultaneously, in each tuture peiioã in ,rr.r¡.r, significant
amounts of deferred tax assets or liabilities are expected to be settled or r".oi"red

1.6 lnvestments

lnvestments in group undertakings are included in the statement of financial position at cost less any provision
for impairment.

Critical accounting estimates and judgements

ln the preparation of the financial statements, Management undertakes a number of accounting estimates
and assessments, and makes assumptions whicn provide the basis for recognition and measurement of theassets' liabilities, revenues and expenses of the Company. These estimates, assessments and assumptions
are based on historical experience and other factors whicir the Management considers reasonable under thecircumstances, but which by their nature are uncertain ano unpièãictable. Thà 

""rrróiãn. may beincomplete or inaccurate, and unanticipated events or circumstanceå may occur, for which reäson the actualresults may deviate from the applied estimates and assessments. For ã-oeta¡teo oescription ãithe Group;saccounting policies, reference is made to note 1.

ln the opinion of Management, the following accounting estimates and assessments are significant in thepreparation of the annual report:

2
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Notes to the parent company financial statements
for the year ended 31 December 2018 (continued)

2 Critical accounting estimates and judgemenls (continued)

lntra group balances
lntra group balances are held at amortised cost and are deemed to be current and immediately payable on
demand where cash balances exist to cover the net intra group balance.

For the intra group balances exceeding available cash balances, or where the nature of the balance is that of
a loan, interest is charged at 10o/o per annum on the net intra group balance owed.

3 lnvestments in subsidiaries

Shares in unlistsd subsidiary undertakings

Cost and net book value at 31 December 2018 157,257 157,257

The Group's principal subsidiary undertakings are listed in note 16 to the consolidated financial statements.

4 Dividends

An interim dividend for the period ending 3l December 2018 of Ê300 per fully paid ordinary A share was paid

during the period, totalling Ê3,000,000 (2017 - e5,000,000).

The directors did not recommend a final dividend.

2018

Ê'000

2018
Ê'000

2018
€'000

100,000
11,413

2017

Ê'000

5 Trade and other receivables

Amounts owed by group undertakings

6 Loans and borrowings

Current
Shareholder loan note - unsecured
lnterest payable on shareholder loan note

2017
['000

111,413 104,849

111,413 104,849

2017
t'000

1oo,00o
4,849

111,419 104,849

Details of the loans are provided in the notes to the consolidated financial statements.
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7 Share capital

Asat3l December2017 and 31 December20lg

Ordinary A shares of Ê1 each
Ordinary B shares of €1 each

Ordinary A shares of €1 each
Ordinary B shares of Ê1 each

Authorised
Number

Thousands
e'000

10
10

10
10

I

Righis attaching to shares

Each A ordinary share carries one vote per share on all matters except that of an appointment or removal of
a Director. Each ordinary A share carries equal rank on dividend payments.

Each B Ordinary share carries one vote per share on only the matter of an appoinlment or removal of a
Director, No Ordinary B share has rights to dividends.

The holder of all ordinary shares carry equal distribution rights on return of assets on liquidation, reduction of
capital or otherwise, the surplus assets of the company remaining after payment of its liabilities.

Reserves

The following describes the nature and purpose of each reserye within equity:

As at 3l December 2017 and3l December 2019

lssued and fully paid
Number t'000

Thousands

10
l0

10
10

Share premium
Retained earnings

Description and purpose

Amount subscribed for share capital in excess of nominal value.
All other net gains and losses and transactions with owners (e.g. dividends) not
recognised elsewhere.

Reserve

I Related parties

The company is exempt from disclosing transactíons within wholly owned subsidiary in the group. other
related party transactions are included within those given in note 2ô;f the consolidateá financial statements.

10 Ultimate parent undertaking

ln the view of the directors, the company has no ultimate controlling party.
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