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Strategic Report

The directors present their Strategic Report of Lagonda Palace PropCo Limited ("the Company") for the year ended 31 December
2019 detailing the main factors impacting upon the business during the year and a review of progress.

Principal activities of the Company
The principal activity of the Company during the year was that of property investment.
Company business review

The Company's results are set out in the Profit and Loss Account and Other Comprehensive Income on page 6. the Company's
Balance Sheet statement is set out on page 7.

During the year ended 31 December 2019, the Company's revenue increased from £3,736k to £4,594k.
The directors remain optimistic regarding the long term prospects of the Company.

However, on 11 March 2020, the World Health Organisation (“WHO") declared Covid-19 a pandemic and national governments have
acted to implement a range of policies and actions to combat the virus and its economic impact to national markets and the global
economy. The full extent of the Covid-19 economic impact is currently uncertain and the directors continue to closely monitor
developments and their impact on the Company.

Financial risk management objectives and policies
Financial risk management objectives and policies are managed on a unified basis for the Group.

The Company's activities expose it to a number of financial risks including credit risk, cash flow risk, liquidity risk and price risk. The
use of financial derivatives to manage risks is subject to Board approval and no financial derivatives are used for speculative purposes.

Cush flow risk

The Company's activities expose it to the financial risks of changes in foreign currency exchange rates. These risks are small in the
context of the Company's operations and therefore it does not use financial instruments to manage its exposure to them due to cost
benefit considerations.

Credit risk
The Company's principal financial assets are bank balances and cash, and trade and other receivabiles.

The Company's credit risk is primarily attributable to its trade receivables. The amounts presented in the Balance Sheet are net of
allowances for doubtful debts. An allowance for impairment is made where there is an identified loss event which, based on previous
experience, is evidence of a reduction in the recoverability of the cash flows.

The Company has no significant concentration of credit risk other than receivable balances with members of the Group. The exposure
on other receivable balances is spread over a large number of counterparties and customers.

Liquidity risk

The Group uses a mixture of long term shareholder debt and equity in order to maintain liquidity and ensure that sufficient funds are
available for ongoing compliance. At 31 December 2019, the Company did not have any bank debt.

Price risk

The Company is expesed to commodity price risk, particularly in relation to energy costs. The Company manages its exposure Lo
energy costs price risks by using fixed rate contracts, where appropriate, to ensure certainty of costs.

Future developments

The directors continue to use the Company for property investment and conclude that Covid-19 may affect the level of activity in 2020
compared to results from 2019.
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Strategic Report (continued)
Going concern basis of accounts preparation

The financial statements have been prepared on a going concern basis. Further details regarding the adoption of the going concern
basis can be found in note 1 to the financial statements.

Approved by the directors and signed on behalf of the Board

DocuSigned by:

B

{i{pD+3D80D4Cs . C/O KPMG LLP
Director One St. Peters Square
Manchester

England

26 May 2020 M2 3AE
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Directors' Report
The directors present their annual report and the financial statements for the year ended 31 December 2019.
Going concern and financial risk management objectives and policies

The directors set out in the Strategic Report

s the reasoning for the adoption of the going concern basis in preparing the annual report and financial statements for the
Company: and

s the financial risk management objectives and policies of the Company.
Dividends

Dividends of £nil (2018: £nil) were paid during the financial year. The directors did not recommend a final dividend for the year
(2018: £nil).

Political contributions

There were no donations made to political parties (2018: £nil).

Directors

The directors who held office during the year and subsequent to the Balance Sheet date were:

G T Le Lay (appointed 26 August 2019)
P Bour

Approved by the directors and signed on behalf of the Board

DocuSigned by:

B

BEATBDA3D66LACS. .
P Bour C/O KPMG LLP
Director One St. Peters Square
Manchester
England
26 May 2020 M2 3AE
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Statement of Directors' Responsibilities in respect of the Annual Report and the Financial
Statements

The directors are responsible for preparing the annual report and the financial statements in accordance with applicable law and
regulations.
Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have elected to

prepare the financial statements in accordance with UK accounting standards and applicable law (UK Generally Accepted Accounting
Practice), including FRS 101 "Reduced Disclosure Framework”.

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and fair view
of the state of affairs of the Company and of the profit or loss of the Company for that period. In preparing these financial statements,
the directors are required to:

e select suitable accounting policies and then apply them consistently;
« make judgements and accounting estimates that are reasonable and prudent;

e state whether applicable UK Accounting Standards have been followed, subject to any material departures disclosed and
explained in the financial statements;

+ assess the Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern; and

e use the going concern basis of accounting unless they either intend to liquidate the Company or to cease operations, or have no
realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s
transactions and disc¢lose with reasonable accuracy at any time the financial position of the Company and enable them to ensure that
the financial statements comply with the Companies Act 2006. The directors are responsible for such internal control as they
determine the necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error, and have general responsibility for taking such steps as are reasonably open for him to safeguard the assets of the
Company and to prevent and detect fraud and other irregularities.
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I.agonda Palace PropCo Limited
Annual Report and Financial Statements
For the year ended 31 December 2019

Profit and Loss Account and Other Comprehensive Income
For the year ended 31 December 20119

Notes Year ended Year ended

31 December 31 December

2019 2018

£000 £'000

Turnover 3 4,594 3,736
Gross profit 4,594 3,736
Administrative expenses (4,185) (785)
Operating profit 409 2,951
Interest payable and similar expenses 7 {1,331) (893)
Interest receivable and similar income & 21 3
(Loss)/profit before taxation (901) 2,061
Tax on {loss)/profit for the year 9 9% (169)

(Loss)/profit after tax and total comprehensive (expense)/income for the year (1,000 1,892

All transaction arise from continuing operations.

There are no other forms of comprehensive income and therefore no statement of comprehensive income has been separately
presented.

The notes on pages 9 to 25 form part of these financial statements.
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Balance Sheet
As at 31 December 2019

Notes 2019 2018
£'000 £'000
Fixed assets
Tangible assets ) 10 38,683 42,487
38,683 42,487
Current assets
Debtors I 5,784 1,944
Cash at bank and in hand 9 1,406
5,793 3,350
Creditors: amounts falling due within one vear 12 (2,183) (2,412)
Net current assets 3,610 938
Total assets less current lighilities 42,293 43,425
Creditors: amounts falling due after more than cone year 13 (34,087) (33,944)
Provisions for liabilities 14 (2,467) (2,763)
Net assets 5,739 6,718
Capital and reserves
Called up share capital 16 13,900 13,900
Profit and Loss Account (8.161) (7.182)

Shareholders' funds 5,739 6,718

The notes on pages 9 to 25 form part of these financial statements.

For the period ended 31 December 2019 the Company was entitled to exemption from audit under section 479A of the Companies Act
2006 relating to subsidiary companies.

The members have not required the Company to obtain an audit of its accounts for the year in question in accordance with section
476.

The directors acknowledge their responsibilities for complying with the requirements of the Act with respect ta accounting records
and the preparation of accounts.

These financial statements of Lagonda Palace PropCo Limited, registered number 04216858, were approved by the directors on
26 May 2020 and signed on behalf of the Board:

DocuSigned by:

P Bour ;

Director BEA7BD43D6604CE
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Statement of Changes in Equity
As at 31 December 2019

Balance at 1 January 2019

Loss for the year

Total comprehensive expense for the year

Transactions with owners recorded directly in equity
Dividends payable in year

Disposal of shares in subsidiaries

Balance at 31 December 2019

Balance at | January 2018

Profit for the year

Total comprehensive income for the year

Transactions with owners recorded directly in equity
Dividends payable in year

Disposal of shares in subsidiaries

Balance at 31 December 2018

Called up
share capital
£'000

13,900

13,900

Called up
share capital
£'000

13,900

13,900

Lagonda Palace PropCo Limited
Annual Report and Financial Statements
For the year ended 31 December 2019

Profit and
loss account
£'000

(7,182)

(1.000)

(1,000)

21

(8,161)

Profit and
loss account
£'000

(3,980)
1,892

1,892

(5.094;

(7,182)

Shareholders'
funds
£'000

6,718

(1,000)

(1,000)

5,739

Shareholders’
funds
£'000

9,920
1,892

1,892

(5,094)

6,718
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Notes to the financial statements

1 Accounting policies

Basis of accounting

Lagonda Palace PropCo Limited (the "Company") is a private company incorporated, domiciled and registered in England and Wales
in the United Kingdom. The registered number is 04216858 and the registered address is C/O KPMG LLP, One St. Peters Square,
Manchester, United Kingdom M2 3AE.

These financial statements were prepared in accordance with Financial Reporting Standard 101 Reduced Disclosure Framework
(“FRS 101”). The presentation currency of these financial statements is sterling. All amounts in the financial statements have been
rounded to the nearest £1000.

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

The Company’s ultimate parent undertaking, Covivio (the "Group™} includes the Company in its consolidated financial statements.
The consolidated financial statements of Covivio are prepared in accordance with International Financial Reporting Standards and are
available to the public and may be obtained from 30, Avenue Kleber, 75016 Paris, France.

In these financial statements, the Company has applied the exemptions available under FRS 101 in respect of the following
disclosures:

Cash Flow Statement and related notes;

Certain disclosures regarding revenue;

Certain disclosures regarding leases;

Comparative peried reconciliations for share capital, tangible fixed assets;
Disclosures in respect of transactions with wholly owned subsidiaries;
Disclosures in respect of capital management;

The eflects of new but not yet effective IFRSs:

Disclosures in respect of the compensation of Key Management Personnel; and

*® & & & & & & »

Disclosures of transactions with a management entity that provides key management personnel services to the Company.

As the consolidated financial statements of Covivio include the equivalent disclosures, the Company has also taken the exemptions
under FRS 101 available in respect of the following disclosures:

o Certain disclosures required by IFRS 13 Fair Value Measurement and the disclosures required by TFRS 7 Financial Instrument
Disclosures.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented in these
financial statements.

Judgements made by the directors, in the application of these accounting policies that have significant effect on the financial
statements and estimates with a significant risk of material adjustment in the next year are discussed in note 2.

The financial statements have been prepared under the historical cost convention and in accordance with applicable United Kingdom
accounting standards and law.
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Notes to the financial statements (continued)

1 Accounting policies (continued)

Going concern

Throughout the year ended 31 December 2019 and to the date of these financial statements the Company was a member of the
Covivio Hotels group of companies headed by Covivio. The directors have prepared the Company's financial statements on a going
concern basis on the grounds that current and future sources of funding or support from the Group will be adequate to meet the
Company’s needs for a period at least 12 months from the date of approval of these financial statements.

New and amended standards adapted by the Company
The Company has applied the following standards and amendments in its financial statements for period commencing 1 January 2019:
IFRS 16 Leases ("IFRS I6")

The Company has applied IFRS 16 using the modified retrospective with cumulative effect method — ie. by recognising the
cumulative effect of initially applying IFRS 16 as an adjustment to the opening balance of equity at 1 January 2019. Therefore, the
comparative information has not been restated and continues to be reported under 1AS 17. The disclosure requirements in [FRS 16
have not been applied to comparative information. The details of the changes and quantitative impact are set out below.

Definition of a lease

Previously the Company determined at contract inception whether an arrangement was or contained a lease under IFRIC 4:
Determining whether an Arrangement contains a Lease. The Company now assesses whether a contract is or contains a lease based on
the definition of a lease. On transition to IFRS 16, the Company elected to apply the practical expedient to apply IFRS 16 only to
contracts that were previously identified as leases. Contracts that were not previously identified as leases under IAS 17 and [FRIC 4
were not reassessed for whether there is a lease under IFRS 16. Therefore, the definition of a lease under 1FRS 16 was applied only to
contracts entered into or changed on or after | January 2019.

As a lessee

The Company previously classified teases as operating or finance leases based on its assessment of whether the lease transferred
significantly all of the risks and rewards incidental to ownership of the underlying asset to the Company. Only finance leases were
then recognised on the Balance Sheet.

Under TFRS 16, the Company recognises right-of-use assets and lease liabilities for most of these leases — i.e. these leases are
on-Balance Sheet.

Leases clussified as finance leases under I4S 17

For these finance leases, the carrying amount of the right-of-use asset was determined at the carrying amount of the lease asset under
TAS 17 at 31 December 2018. There was no change made to the lease liability.

As a lessor
The Company is not required to make any adjustments on transition for leases in which it is a lessor, except for a sub-lease.

On transition, the Company has reassessed subleases in existence at | January 2019 that were classified as operating leases under [AS
17, to determine whether each sublease should be classified as an operating lease or finance lease under IFRS 16. This assessment was
performed at 1 January 2019 considering the remaining contractual terms and conditions of the head lease and the sublease at that
date, with reference to the right-of-use asset rather than the underlying asset. The Company concluded that the sub-lease is a operating
lease under [FRS 16.

Impacts on financial statements

On transition to [FRS 16, £7,308,390 was reclassified as a right of use asset as part of Tangible fixed assets, there was no impact on
the lease liability.
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Notes to the financial statements (continued)
1 Accounting policies (continued)
Foreign currency

Transactions in foreign currencies are translated to the Company’s functional currencies at the foreign exchange rate ruling at the date
of the transaction. Monetary assets and liabilities denominated in foreign currencies at the Balance Sheet date are retranslated to the
functional currency at the foreign exchange rate ruling at that date. Non-monetary assets and liabilities that are measured in terms of
historical cost in a foreign currency are translated using the exchange rate at the date of the transaction. Non-monetary assets and
liabilities denominated in foreign currencies that are stated at fair value are retranslated to the functional currency at foreign exchange
rates ruling at the dates the fair value was determined. Foreign exchange differences arising on translation are recognised in the Profit
and Loss Account.

Financial instruments
(i) Recognition and initial measurement

Trade receivables and debt securities issued are initially recognised when they are originated. All other financial assets and financial
liabilities are initially recognised when the Company becomes a party to the contractual provisions of the instrument.

A financial asset {unless it is a trade receivable without a significant financing component) or financial liability is initially measured at
fair value plus, for an item not at fair value through profit or loss (FVTPL}, transaction costs that are directly attributable to its
acquisition or issue. A trade receivable without a significant financing component is initially measured at the transaction price.

(i) Classification and subsequent measurement
Financial assets
(w) Classification

On initial recognition, a financial asset is classified as measured at amortised cost, fair value through other comprehensive income
(FVOC) or fair value through profit and loss (FVTPL).

Financial assets are not reclassified subsequent to their initial recognition unless the Company changes its business model for
managing financial assets in which case all affected financial assets are reclassified on the first day of the first reporting period
following the change in the business model.

A financial asset is measured at amortised cost if it meets both of the following conditions:
e itis held within a business model whose objective is to hold assets to collect contractual cash flows; and

e ils contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

A debt investment is measured at FVOCI if it meets both of the following conditions:

e it is held within a business model whose objective is achieved by both collecting contractual cash flows and selling financial
assets: and

« its contractual terms give rise on specified dates to cash flows that are solely payments of principal and interest on the
principal amount outstanding.

On initial recognition of an equity investment that is not held for trading, the Company may irrevocably elect to present subsequent
changes in the investment’s fair value in OCI, This election is made on an investmeni-by-investment basis.

All financial assets not classified as measured at amortised cost or FVOCI as described above are measured at FVTPL.

Cash and cash equivglents

Cash and cash equivalents comprise cash balances and call deposits.
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Notes to the financial statements (continued)
1 Accounting policies (continued)

Financial instruments (continued)

Financial assets (continued)

(b} Subsequent measurement and gains and losses

Financial assets at FVTPL - these assets (other than derivatives designated as hedging instruments) are subsequently measured at fair
value. Net gains and losses, including any interest or dividend income, are recognised in profit or loss.

Financial assets at amortised cost - These assets are subsequently measured at amortised cost using the effective interest method. The
amortised cost is reduced by impairment losses. Interest income, foreign exchange gains and losses and impairment are recognised in
profit or loss. Any gain or loss on derecognition is recognised in profit or loss.

Debt investments ai FVOCI - these assets are subsequently measured at fair value. Interest income calculated using the effective
interest method, foreign exchange gains and losses and impairment are recognised in profit or loss. Other net gains and losses are
recognised in OCI. On derecognition, gains and losses accumulated in OCI are reclassified to profit or loss.

Equity investments ai FVOCT - these assets are subsequently measured at fair value. Dividends are recognised as income in profit or
loss unless the dividend clearly represents a recovery of part of the cost of the investment. Other net gains and losses are recognised in
OC] and are never reclassified to profit or loss.

Financial linbilities and equity

Financial instruments issued by the Company are treated as equity only to the extent that they meet the following two conditions:

o they include no contractual ebligations upon the Company te deliver cash or other financial assets or to exchange financial assets
financial liabilities with another party under conditions that are potentially unfavourable to the Company; and

o where the instrument will or may be settled in the Company's own equity instruments, it is either a non-derivative that includes
no obligation to deliver a variable number of the Company's own equity instruments or is a derivative that will be settled by the
Company's exchanging a fixed amount of cash or other financial assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the instrument so
classified takes the legal form of the Company’s own shares. the amounts presented in these financial statements for called up share
capital and share premium account exclude amounts in relation to those shares.

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial liability is classified as at FVTPL if it is
classified as held-for-trading, it is a derivative or it is designated as such on initial recognition. Financial liabilities at FVTPL are
measured at fair value and net gains and losses, including any interest expense, are recognised in profit or loss. Other financial
liabilities are subsequently measured at amortised cost using the effective interest method. Interest expense and foreign exchange
gains and losses are recognised in profit or loss. Any gain or loss on derecognition is also recognised in profit or loss.
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Notes to the financial statements (continued)

1 Accounting policies (continued)

Financial instruments (continued)

Impairment

The Company recognises loss allowances for expected credit losses {ECLs) on financial assets measured at amortised cost, debt

investments measured at FVOCI and contract assets (as defined in IFRS 15).

The Company measures loss allowances at an amount equal to lifetime ECL., except for other debt securities and bank balances for
which credit risk (i.e. the risk of default occurring over the expected life of the financial instrument) has not increased significantly
since initial recognition which are measured as 12-month ECL.

Loss allowances for trade receivables and contract assets are always measured at an amount equal to lifetime ECL.

When determining whether the credit risk of a financial asset has increased significantly since initial recognition and when estimating
ECL, the Company considers reasonable and supportable information that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information and analysis, based on the Company’s historical experience and informed credit
assessment and including forward-locking information.

Lifetime ECLs are the ECLs that result from all possible default events over the expected life of a financial instrument,

12-month ECLs are the portion of ECLs that result from default events that are possible within the 12 months after the reporting date
(or a shorter period if the expected life of the instrument is less than 12 months).

The maximum period considered when estimating ECLs is the maximum contractual period over which the Company is exposed to
credit risk.
Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as the present value of all cash shortfalls (i.e. the
difference between the cash flows due to the entity in accordance with the contract and the cash flows that the Company expects to
receive). ECLs are discounted at the effective interest rate of the financial asset.

Credit-impaired financial assets
At each reporting date, the Company assesses whether financial assets carried at amortised cost and debt securities at FVOCI are

credit-impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental impact on the estimated future
cash flows of the financial asset have occurred.

Write-offs

The gross carrying amount of a financial asset is written off {either partially or in full) to the extent that there is no realistic prospect of
recovery.
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Notes to the financial statements (continued)
1 Accounting policies (continued)

Tangible fixed assets
Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses.

Where parts of an item of tangible fixed assets have different useful lives, they are accounted for as separate items of tangible fixed
assets.

Under 1AS 17, the Company had leases which were classified as finance leases as the Company had assumed substantially all the risks
and rewards of ownership of the leased asset. Where land and buildings were held under leases the accounting treatment of the land
was considered separately from that of the buildings. Prior to 1 January 2019, these leased assets acquired by way of finance lease
were stated at an amount equal to the lower of their fair value and the present value of the minimum lease payments at inception of the
lease, less accumulated depreciation and less accumulated impairment losses. The accounting treatment for these leases subsequent to
transition to IFRS 16, and for leases entered into after 1 January 2019 are described beiow in the lease accounting policy.

Depreciation is charged to the Profit and Loss Account on a straight-line basis over the estimated useful lives of each part of an item
of tangible fixed assets. Land is not depreciated. The estimated useful lives are as follows:

Leasehold buildings and improvements - the unexpired portion of the lease and/or useful life of the improvements
Impairment of non-financial assets

The carrying amounts of the Company’s non-financial assets are reviewed at each reporting date to determine whether there is any
indication of impairment. If any such indication exists, then the asset’s recoverable amount is estimated.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs to sell. In
assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific to the asset. For the purpose of impairment testing,
assets that cannot be tested individually are grouped together into the smallest group of assets that generates cash inflows from
continuing use that are largely independent of the cash inflows of other assets or groups of assets (the “cash-generating unit™).

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable amount. Impairment
losses are recognised in profit or loss. impairment losses recognised in respect of CGUs are allocated first to reduce the carrying
amount of any goodwill allocated to the units, and then to reduce the carrying amounts of the other assets in the unit (group of units)
on a pro rata basis,

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss has decreased or no
longer exists. An impairment loss is reversed if there has been a change in the estimates used to determine the recoverable amount. An
impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have
been determined, net of depreciation or amortisation, if no impairment loss had been recognised.

Provisions

A provision is recognised in the Balance Sheet when the Company has a present legal or constructive obligation as a result of a past
event, that can be reliably measured and it is probable that an outflow of economic benefits will be required to settle the obligation.
Provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects risks specific to the liability.

14
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Notes to the financial statements (continued)
1 Accounting policies (continued)

Turnover

Revenue is recognised when the significant risks and rewards of the goods or services provided have transferred to the buyer, the
amount of revenue can be measured reliably and it is probable that the economic benefits associated with the transaction will flow to
the Company.

Revenue is measured at the fair value of the consideration receivable from the sale of goods and services to third parties after
deducting discounts and other promotional activities. Revenue includes duties which the Company pays as principal, but excludes
amounts collected on behalf of other parties, such as value added tax.

All turnover arises in the United Kingdom and comprises rental income.
Expenses
Interest receivable and Interest pavable

Interest payable and similar expenses include interest payable that is recognised in profit or loss using the effective interest method
and net foreign exchange losses that are recognised in the Profit and Loss Account {see foreign currency accounting policy).

Interest receivable and similar income includes interest receivable on funds invested and net foreign exchange gains.

Interest receivable and interest payable is recognised in profit or loss as it accrues, using the effective interest method. Dividend
income is recognised in the Profit and Loss Account on the date the entity’s right to receive payments is established. Foreign currency
gains and losses are reported on a net basis.

Taxation

Tax on the prefit or loss for the year comprises current and deferred tax. Tax is recognised in the Profit and Loss Account except to the
extent that it relates to items recognised directly in equity or other comprehensive income, in which case it is recognised directly in
equity or other comprehensive incame.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted or substantively
enacted at the Balance Sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. The following temporary differences are not provided for: differences relating to
investments in subsidiaries to the extent that they will probably not reverse in the foreseeable future. The amount of deferred tax
provided is based on the expected manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates
enacted or substantively enacted at the Balance Sheet date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the
temporary difference can be utilised.
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Notes to the financial statements (continued)
1 Accounting policies (continued)

Leases

The Company has applied IFRS 16 using the modified retrospective approach and therefore the comparative information has not been
restated and continues to be reported under IAS 17.

At the inception of a contract, the Company assesses whether a contract is, or contains, a lease. A contract is, or contains, a lease if the
contract conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

As a lessee

The Company recognises a right-of-use asset and a lease liability at the lease commencement date. The right-of-use asset is initially
measured at cost, which comprises the initial amount of the lease liability adjusted for any lease payments made at or before the
commencement date, plus any initial direct costs incurred.

The right-of-use asset is subsequently depreciated using the straight-line method from the commencement date to the end of the lease
term, unless the lease transfers ownership of the underlying asset (o the Company by the end of the lease term or the cost of the
right-of-use agset reflects that the Company will exercise a purchase option. [n that case the right-of-use asset will be depreciated over
the useful life of the underlying asset, which is determined on the same basis as those of property and equipment. In addition, the
right-of-use asset is periodically reduced by impairment losses, if any, and adjusted for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the lease payments that are not paid at the commencement date,
discounted using the interest rate implicit in the lease or. if that rate cannot be readily determined, the Company's incremental
borrowing rate,

Lease payments included in the measurement of the lease liability comprise the following:
- fixed payments, including in-substance fixed payments;
- variable lease payments that depend on an index or a rate, initially measured using the index or rate as at the commencement date;
- amounts expected to be payable under a residual value guarantee; and
- the exercise price under a purchase option that the Company is reasonably certain to exercise,
- lease payments in an optional renewal period if the Company is reasonably certain to exercise an extension option, and
- penalties for early termination of a lease unless the Company is reasonably certain not to terminate early.

The lease liability is measured at amortised cost using the effective interest method. It is remeasured when there is a change in future
lease payments arising from a change in an index or rate, there is a change in the Company's estimate of the amount expected to be
payable under a residual value guarantee, if the Company changes its assessment of whether it will exercise a purchase, extension or
tetmination option or if there is a revised in-substance fixed lease payment.

When the lease liability is remeasured in this way, a corresponding adjustment is made to the carrying amount of the right-of-use
asset, to the extent that the right-of-use asset is reduced to nil, with any further adjustment required from the remeasurement being
recorded in profit or loss.

The Company presents right-of-use assets that do not meet the definition of investment property in 'Tangible fixed assets’ and lease
liabilities in 'Creditors' in the statement of financial position.

Short-term leases and leases of low-value assets

The Company has elected not to recognise right-of-use assets and lease liabilities for lease of low-value assets and short-term leases.
The Company recognises the lease payments associated with these leases as an expense on a straight-line basis over the lease term.
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Notes to the financial statements (continued)
1 Accounting policies (continued)

Leases fcontinued)

As a lessor

At inception or on modification of a contract that contains a lease component and one or more additional lease or non-lease
components, the Company allocates the consideration in the contract applying IFRS 15,

When the Company acts as a lessor, it determines at lease inception whether each lease is a finance lease or an operating lease.

To classify each lease, the Company makes an overall assessment of whether the lease transfers substantially all of the risks and
rewards incidental to ownership of the underlying asset. If this is the case, then the lease is a finance lease; if not, then it is an
operating lease. As part of this assessment, the Company considers certain indicators such as whether the lease is for the major part of
the economic life of the asset.

When the Company is an intermediate lessor, it accounts for its interests in the head lease and the sub-lease separately. It assesses the
lease classificalion of a sub-lease with reference to the right-of-use asset arising from the head lease, not with reference to the
underlying asset.

The Company applies the derecognition and impairment requirements in 1IFRS 9 to the net investment in the lease. The Company
further regularly reviews estimated unguaranteed residual values used in calculating the gross investment in the lease.

The Company recognises lease payments received under operating leases as income on a straight-line basis over the lease term as part
of 'revenue’.

The accounting policies applicable to the Company as a lessor in the comparative period under 1AS 17 were not different from IFRS
16.

2 Significant accounting estimates and judgements

In the application of the Company's accounting policies, which are described in note 1 above, the directors are required to make
judgements, estimates and assumptions about the carrying amounts of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on historical experience and other factors that are considered to be
relevant. Actyal results may differ from these estimates,

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the
period in which the estimate is revised if the revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods. estimates and underlying assumptions are reviewed on an ongoing basis.

The key assumptions concerning the future, and other key sources of uncertainty at the Balance Sheet date, that have a potential risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year, are discussed below.

Impairment of non-financial assets

As discussed in note 1, the directors are required to consider whether any of the Company's assets are impaired. When conducting an
impairment review, the directors use a discounted cash flow model which requires the directors to estimate the future cash inflows of
the Company as well as suitable discount rates.
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Notes to the financial statements (continued)
2 Significant accounting estimates and judgements (continued)

Classification of leases as a lessor

In determining whether leases are classified as operating leases or finance leases the directors make judgements as to whether (i) the
lease term is for the major part of the economic life of the asset even if title is not transferred; and (ii) at the inception of the lease the
present value of the minimum lease payments amounts to at least substantially all of the fair value of the leased asset.

Corporation tax and deferred tax

The calculation of the Company's tax charge necessarily involves a degree of estimation and judgement in respect of certain items. In
calculating the Company's tax charge, there are inherent assumptions made around assets which qualify for capital allowances as well
as the level of expenses which are disallowable for corporation tax purposes.

Further judgement is required in relation to any deferred tax assets which may arise as the recoverability of these assets is reliant on
future taxable profits. Deferred tax liabilities are calculated based on the Company's expectations regarding the manner and timing of
the recovery of the related assets.

3 Turnover

An analysis of the Company's turnover, all of which arose in the UK and relates to continuing operations and a single business
segment, is as follows:

Year ended Year ended
31 December 31 December
2019 2018
£'000 £000
Total turnover 4,594 3,736
4 Expenses
Loss before taxation is stated after charging/(crediting):
Year ended Year ended
31 December 31 December
2019 2018
£000 £000
Included in loss are the following:
Depreciation - owned assets and assets held under finance leases 3.804 563
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Notes to the financial statements (continued)

5 Staff costs

The Company had no employees during the year (2018: nil).

6 Directors' emoluments

Lagonda Palace PropCo Limited

The directors received no remuneration in respect of services to the Company during the year (2018: £nil).

7 Interest payable and similar expenses

Inmerest on leases liabilities
Interest payable to group undertakings

8 Interest receivable and similar income

Interest receivable from group undertakings

Year ended
31 December
2019

£'000

564
767

1,331

Year ended
31 December
2019

£'000

21
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Year ended
31 December
2018

£'000

556
337

893

Year ended
31 December
2018

£000

(V3]
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Notes to the financial statements (continued)

9 Taxation

Recognised in the Profit and Loss Account:
Current fax

UK corporation tax on {loss)/profit for the year
Adjustment in respect of previous years

Total current tax charge

Deferred tax
Total deferred tax charge

Total tax charge for the year

9  Taxation (continued)

Reconciliation of effective tax rate:

{Loss)/profit before taxation
Tax at standard UK rate of 19% (2018: 19%)

Effects of:

Expense not deductible for tax purposes

Group relief surrendered for nil consideration

Change in tax rates

Adjustments to the tax charge in respect of prior years
Other adjustment to the tax charge

Total tax charge for the year

20
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Year ended
31 December
2019

£000

299
96

395

(296}

99

Year ended
31 December
2019

£'000

(901)

a7n

128

36
107

(m

99

Year ended
31 December
2018

£000

76

169

Year ended
31 December
2018

£000

2,061

(576)

762
(225)
14
194

169
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Notes to the financial statements (continued)

10 Tangible fixed assets

Cost

At 1 January 2019
Additions

At 31 December 2019
Depreciation

At | January 2019
Charge for the year
At 31 December 2019

Net book value
At 31 December 2019

At 31 December 2018

Right-of-use assets

l.agonda Palace PropCo Limited
Annual Report and Financial Statements
For the year ended 31 Deceniber 2019

Long
leasehold
properties
£'000

45,302

45,302

2.815
3.804

6,619

38,683

42,487

At 31 December 2019, the fixed assets include right-of-use leased assets that were classified as finance lease under IAS 17 with a net
book value of £7 308,390 (2018: £7,352,161). Additions to the right-of-use assets during 2019 were £nil (2018: £nil).

11  Debtors

Trade debtors

Amounts owed by group undertakings
Other debtors

Prepayments and accrued income

2019 2018
£'000 £000
119 198
5,643 1,744
20 -

2 2
5,784 1,944

Amounts owed by group undertakings are unsecured and repayable on demand, and bear interest of 3.018% (2018: 3.018%).
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Notes to the financial statements (continued)

12 Creditors: amounts falling due within one year

2019
£000
Trade creditors 323
Amounts owed to group undertakings - group relief 489
Other creditors -
Accruals and deferred income 1,184
Obligations under finance leases (note 15) 187
2,183

Amounts owed to group undertakings are unsecured and repayable on demand, and bear interest of 3.018% (2018: 3.018%).

13 Creditors: amounts falling due after more than one year

2019
£'000

Amounts owed to group undertakings - shareholder loan 25,409
Obligations under finance leases (note 15) 8,678

34,087

Amounts owed to group undertakings arc unsecured and repayable on demand. and bear interest of 3.018% (2018: 3.018%).

14 Deferred tax

Deferred tax is provided as follows:

Accelerated Tax
tax losses

depreciation
£'000 £'000
Liability at 31 December 2017 2.687 -
Charged to the Profit and Loss Account 76 -
Liability at 31 December 2018 2,763 -
Credited to the Profit and Loss Account (296} -
Liability at 31 December 2019 2,467 -

22

2018
£000

237
93
425
1,482
175

2412

2018
£000

25,429
8,515

33,944

Total

£000

2,687
76

2,763
(296)

2,467
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Notes to the financial statements (continued)
14 Deferred tax (continued)

Deferred tax assets and liabilities are offset where the Company has legally enforceable right to do so. The following is the analysis of
the deferred tax balances (after offset) for financial reporting purposes:

2019 2018
£000 £'000
Deferred tax liabilities | 2,467 2,763

2,467 2,763

The Company has no unprovided deferred tax assets (2018: £nil).

The deferred tax balances in these financial statements are calculated using the tax rates substantively enacted at 31 December 2019.

15 Leases
As a lessee

Right-of-use assets

Right-of-use assets related to lease properties that do not meet the definition of investment properties are presented as Tangible fixed
assets (see note 10).

Leuase liabilifies 2019
£'000
Maturity analysis - contractual undiscounted cash flows
Less than one year 389
One to five years 1,689
More than five years 519,882
Total undiscounted lease liabilities at 31 December 521,960
Lease liabilities included in the Balance Sheet at 31 December 2019
£000
Current 187
Non-current 8,678
8,865

The Company has entered into a 175 year lease until December 2186 for its land and buildings. Contractual rent reviews occur every 3
years with increases based on the prevailing rate of inflation. Increases over and above the contractual minimum are recognised as
contingent rents and are expensed as finance lease interest as they are incurred. The contingent rent recognised in the year ended 31
December 2019 was £nil (2018: £nil).
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Notes to the financial statements {(continued)
15 Leases (continued)

As a lessor

Operating leases

The Company sub-leases the leasehold building in the Tangible fixed assets which is classified as an operating lease. This is because
there is no significant transfer of the risks and rewards of ownership to the lessee and the lease term is significantly less than the
economic life of the head lease,

During the year £4.593.966 (2018: £3,735,576) was recognised as rental income by the Company and was included as turnover in the
Profit and Loss Account.

The following table sets out a maturity analysis of lease receivables, showing the undiscounted lease payments to be received after the
reporting date.

Operating leases under IFRS 16 2019

£'000
Less than one year 4,360
One to two years 4,300
Two to three years 4,386
Three to four years 4,474
Four to five years 4,563
More than five years 106,310
Total undiscounted lease payments receivable 128,333

16 Called up share capital

2019 2018
£'000 £000
Allotted, issued and fully paid
13,900,001 ordinary shares of £1 each (2018: 13,900,001) 13,900 13,900

During the year, the Company allotted nil (2018:nil) ordinary shares with a nominal value of £1 each.
Called-up share capital

Represents the nominal value of shares issued.
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Notes to the financial statements (continued)

17  Related party transactions

The Company has taken advantage of the exemptions in FRS 101 not to disclose transactions with other Group companies.

18 Ultimate parent company and parent company of the larger group

The immediate parent entity of the Company is Lagonda Palace HoldCo Limited, an entity incorporated in United Kingdom. The
ultimate parent company and controlling party is Covivio (formerly Fonciere des Regions), an entity incorporated in France.

The largest group in which the results of the Company are consolidated is that headed by Covivio. The smallest group in which the
results of the Company are consolidated is that headed by Covivio Hotels. The consolidated financial statements of these groups are
available to the public and may be obtained from Companies House, Cardiff, Crown Way, CF14 3UZ or from the registered office
address 30, Avenue Kleber, 75116 Paris, France.

19  Subsequent events

During December 2019, a new virus (*Covid-19") emerged in China and infections started to occur across Asia and latterly the rest of
the world. On 11 March 2020, the World Health Organisation (*“WHQ™) declared Covid-19 a pandemic and national governments
have acted to implement a range of policies and actions to combat the virus and its economic impact to national markets and the global
economy.

The full extent of the Covid-19 economic impact is currently uncertain and the directors continue to closely monitor developments and
their impact on the Company. Management are in close contact with all of the Company’s service providers to ensure the continuity of
the Company’s ongoing operations, assess liquidity, tenant obligations and the basis for the values and estimates reported in the
financial statements and accompanying notes.

We have assessed the impact on the financial statements as at 31 December 2019 and have concluded Covid-19 to be a non-adjusting
event.
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