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Capital Hill Hotels Limited

Strategic report

Principal activity

The principal aétivity of the group headed by Capital Hill Hotels Limited ('the company') is the holding of
a subsidiary which owns and operates two five star hotels in central London — St Martins Lane and
Sanderson.

Review of the business

The hotel market in London continues to expand its room supply and RevPar performance remains under
pressure.

Both Sanderson and St Martins Lane reflect an uninterrupted financial year with full trading capacity.
Total hotel revenue growth was 1.79% (£717k) year-on-year.

The expenses were well controlled through all areas within the hotel ‘and strict control on operating costs
and payroll. Therefore, the Operating Profit slightly increased by 17.78% (£558k) year-on year.

Principal risk and uncertainties

The group’s policy in respect of interest rate risk and liquidity risk is to maintain a mixture of long term
and short term debt finance and readily accessible bank deposit accounts to ensure the group has sufficien
funds for operations. :

Covenant testing points for the external debt which is on lent to the group are tracked and reported to the
facility provider on a quarterly basis. The cash deposits are held in a mixture of short term deposits and
current accounts which earn interest at a floating rate.

The group’s credit risk is primarily attributable to its trade debtors. Credit risk is managed by running
credit checks on new customers and by monitoring payments against the agreed credit terms for specific
corporate entities.

The group monitors cash flow as part of its day to day control procedures. The directors consider cash
flow projections on a monthly basis to ensure that appropriate facilities are available to be drawn upon as
necessary.

Demand in the mid and long term is expected to see occupancy levels remain flat with average room rates
remaining under pressure with continuously increasing supply in London. Profit flow through remains key
and is assisted by positive RevPAR growth despite the difficult market conditions following the Brexit
vote.

The group is subject to the cyclical nature of the hospitality and travel industry and is also impacted by the
effect that global economic trends have on its customers. On 29 March 2017, the United Kingdom (U.K)
government formally announced that the U.K will leave the European Union (E.U). The outcome of the
negotiations between the (E.U). and the U.K as regards the framework of the future relationship, in
particular, the terms and conditions for the post-Brexit access of the U.K to the European single market, is
not clear. If a Withdrawal Agreement is not approved by 31 October 2019, the U.K might leave the (E.U)
and become subject to World Trade Organisation tariffs and rules without a transition period being
implemented. Brexit continues to create global economic uncertainty, but to date, Brexit is not considered
to have had a material impact on the group’s UK business although it may impact our customer's
behaviours in the future, particularly with respect to closely monitoring their costs and reducing their
spending on travel and corporate events. There continues to be uncertainty therefore over how it will
ultimately impact the group but management continues to monitor this on an ongoing basis. Budgeting and
forecasting processes enable the group to identify risks in market trends at an early stage to help mitigate
such risks.




Capital Hill Hotels Limited

Strategic report (continued)

Principal risk and uncertainties (continued)

The group continues to focus on containing costs while ensuring its service offering is exceptional and
delivered in the exciting environment of the hotel properties.

Key performance indicators

The key performance indicators for the group are ARR (Average Room Rate), Occupancy (total available
rooms divided by the rooms occupied expressed as a percentage), and RevPAR (Revenue Per Available
Room) which is a combination of both expressed as £’s.

In the year under review the combined Occupancy for the hotels was 84.6% (2017 — 82.8%), the ARR
achieved was £260.27 (2017 — £252.66). RevPAR (the product of ARR and Occupancy) during the period
under review was £220.17 (2017 — £209.32), which represents a year-on-year increase of 5.19%.

On behalf of the board

G- B veizine

Z E Guiziri
Director

July 25,2019




Capital Hill Hotels Limited

Registered No. 07785139

Directors’ report

- The directors present their report and the audited financial statements of Capital Hill Hotels Limited (‘the
company’) and its subsidiaries (‘the group’) for the year ended 31 December 2018. The company is
registered in England and Wales (company number 07785139).

Results and dividends
The results of the year are set out in the accompanying Consolidated Income Statement which shows a profit
after tax for the year ended 31 December 2018 of £1,079k (2017 —£409k).

The Directors do not recommend the payment of a dividend for the year ended 31 December 2018 (2017 -
£nil).

Employee involvement

The group’s policy is to give full and fair consideration for applications for employment made by people
with disabilities. Wherever possible we will continue the employment of staff that become disabled and
provide equal opportunities for the training and development of disabled employees.

The group recognises the importance of the employees within its business and annually provides a
communication program at which the group’s achievements and goals are expressed.

Financial instruments

The group has an interest-bearing loan for £99,818,182 (gross of unamortised issue costs) and other financial
instruments as disclosed in Note 21.

Directors and their interests

The directors who served during the year ended 31 December 201 8 and up to the date of this report are as
follows:

" Z E Guiziri

J A Thani
F Bakhos
K Cooper

According to the register of directors’ interests, the director who held office at the end of the year had no
interest in the shares of group companies, nor were any rights to subscribe for shares in group companies
granted to, or exercised by, any of the directors.

Future developments

The Directors anticipate that the activity of the group and company will continue for the foreseeable future.

Events since the statement of financial position date
There have been no significant events since the statement of financial position date.




Capital Hill Hotels Limited

Directors’ report (continued)

Statement of directors’ responsibilities

The directors are responsible for preparing the annual report and the group and company 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 group and company financial statements in accordance with
International Financial Reporting Standards as adopted by the European Union. Under Company Law the
directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the group and company and of the profit or loss of the group and company
for that period. :

In preparing these group and company 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 International Financial Reporting Standards as adopted by the European
Union have been followed, subject to any material departures disclosed and explained in the financial
statements; and

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

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the group’s and company’s transactions and disclose with reasonable accuracy at any time the
financial position of the group and company and enable them to ensure that the financial statements
comply with the Companies Act 2006. They are also responsible for safeguarding the assets of the group
and company and hence for taking reasonable steps for the prevention and detection of fraud and other
irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information
included on the company’s website. Legislation in the United Kingdom governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.

Going concern

Note 2 sets out the basis upon which the directors believe that it remains appropriate to prepare the group
and company financial statements on a going concern basis.

Disclosure of information to the auditor
Each of the persons who are a director at the date of approval of this report confirms that:

e  So far as the director is aware, there is no relevant audit information of which the company’s auditor
is unaware; and

e The director has taken all the steps that he/she ought to have taken as a director in order to make
himself/herself aware of any relevant audit information and to establish that the company’s auditor is
aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of section 418 of
the Companies Act 2006.




Capital Hill Hotels Limited

Directors’ report (continued)

Disclosure of information to the auditor (continued)

Ermst & Young LLP have expressed their willingness to continue in office as auditor. The board has noted
the same and appropriate arrangements will be made in this regard.

Approved by the board of directors and signed on behalf of the board

Z E Guiziri
Director
July 25,2019




Independent Auditor’s Report to the members of Capital
Hill Hotels Limited

Opinion

We have audited the financial statements of Capital Hill Hotels Limited (‘the parent company’) and its
subsidiaries (the ‘group’) for the year ended 31 December 2018 which comprise the Consolidated
Statement of Comprehensive Income, Consolidated Statement of Financial Position, Company Statement
of Financial Position, Consolidated Statement of Changes in Equity, Company Statement of Changes in
Equity, Consolidated Cash Flow Statement and the related notes 1 to 25, including a summary of
significant accounting policies. The financial reporting framework that has been applied in their
preparation is applicable law and International Financial Reporting Standards (IFRSs) as adopted by the
European Union and, as regards the parent company financial statements, as applied in accordance with
the provisions of the Companies Act 2006.

In our opinion:

e the financial statements give a true and fair view of the group’s and of the parent company’s affairs
as at 31 December 2018 and of the group’s profit for the year then ended;

¢ the group financial statements have been properly prepared in accordance with IFRSs as adopted by
the European Union;

e the parent company financial statements have been properly prepared in accordance with IFRSs as
adopted by the European Union in accordance with the provisions of the Companies Act 2006; and

e the financial statements have been prepared in accordance with the requirements of the Companies
Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements section of our report below. We are independent of
the group and parent company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other
ethical responsibilities in accordance with these requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require
us to report to you where:

e the directors’ use of the going concern basis of accounting in the preparation of the financial
statements is not appropriate; or

* the directors have not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the group’s or the parent company’s ability to continue to adopt the
going concern basis of accounting for a period of at least twelve months from the date when the
financial statements are authorised for issue.




Independent Auditor’s Report to the members of Capital
Hill Hotels Group Europe Limited (continued)

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information.

Our opinion on the financial statements does not cover the other information and, except to the extent
otherwise explicitly stated in this report, we do not express any form of assurance conclusion thereon.

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

- We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

o the information given in the strategic report and the directors’ report for the financial year for which
the financial statements are prepared is consistent with the financial statements; and

e the strategic report and directors’ report have been prepared in accordance with applicable legal
requirements.

Matters on which we are required to report by exception

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

We have nothing to report in respect of the following matters in relation to which the Companies Act 2006
requires us to report to you if, in our opinion:

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

. the parent company financial statements are not in agreement with the accounting records and
returns; or

e  certain disclosures of directors’ remuneration specified by law are not made; or

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

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement set out on page 6, the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view, and for such internal control as the directors determine is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the group’s and the parent
company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless the directors either intend to liquidate the
group or the parent company or to cease operations, or have no realistic alternative but to do so.




Independent Auditor’s Report to the members of Capital
Hill Hotels Limited (continued)

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 level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on the
Financial Reporting Council’s website at https://www.frc.org.uk/auditorsresponsibilities. This description
forms part of our auditor’s report.

Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16
of the Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s
members those matters we are required to state to them in an auditor’s report and for no other purpose. To
the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opinions we
have formed.

Rebecca Turner (Senior statutory auditor)
for and on behalf of Emst & Young LLP, Statutory Auditor
London

26™ July 2019
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Capital Hill Hotels Limited

Consolidated statement of comprehensive income

for the year ended 31 December 2018

Turnover
Cost of sales

Gross profit
Administrative expenses

Operating profit
Finance expense
Unrealised gain on derivatives

Profit before taxation
Taxation

Profit for the financial year

Other comprehensive income
Gain on revaluation of property, plant & equipment
Deferred tax

Net other comprehensive income that will not be
reclassified to profit or loss in subsequent periods

Total comprehensive income for the year

All activities derive from continuing operations.

The notes on pages 17 to 35 form part of these financial statements.

Notes

2018 2017
£000 £000
40,790 40,073

(14,856) (15,237)
25,934 24,836

(22,237) (21,697)
3,697 3,139

(3,535) (3,816)
1,493 1,830
1,655 1,153
(576) (744)
1,079 409
9,726 -
(2,421) -
7,305 -
409

8,384

11



Capital Hill Hotels Limited

S

Consolidated statement of financial position
at 31 December 2018

2018 2017

Notes £000 £000
Assets
Non-current assets
Property, plant & equipment 10 194,500 188,644
Current assets
Stock 13 310 293
Trade and other receivables 14 2,112 2,482
Cash at bank and in hand 3,755 4,484
Total current assets 6,177 7,259
Total assets 200,677 195,903
Current liabilities
Trade and other payables 15 (15,001) (11,360)
Loans and borrowings 17 (5,545) (5,545)
Net current liabilities (14,369) (9,646)
Non-current liabilities
Deferred tax liability 16 (5,645) (3,408)
Loans and borrowings 17 (94,103) (99,300)
Finance lease liabilities 18 (1,103) (1,103)
Derivative liability 19 (1,184) 2,677)
Net assets 78,096 72,510
Equity
Called up share capital 20 - -
Revaluation reserve 7,305 -
Shareholder advance 78,100 80,898
Profit and loss account (7,309) (8,388)

78,096 72,510

The financial statements of Capital Hill Hotels Limited, registered number 07785139, were approved by
the Board of Directors and authorised for issue on July 25, 2019

Signed on behalf of the Board of Directors

Z E Guiziri
Director

The notes on pages 17 to 35 form part of these financial statements.

12



Capital Hill Hotels Limited

R

P

Company statement of financial position
at 31 December 2018

2018 2017
Notes £000 £000
Assets
Non-current assets
Investment in subsidiary 11 99,159 99,159
Non-current financial assets 12 87,156 92,701
Total assets 186,315 191,860
Current liabilities
Trade and other payables 15 (10,364) (7,252)
Loans and borrowings 17 (5,545 (5,545)
Net current liabilities (15,909) (12,797)
Non-current liabilities
Loans and borrowings 17 (94,103) (99,300)
Derivative liability 19 (1,184) (2,677)
Net assets 75,119 77,086
Equity
Called up share capital 20 - -
Shareholder advance 78,100 80,898
Profit and loss account (2,981) (3,812)
75,119 77,086

The financial statements were approved by the Board of Directors and authorised for issue on
July 25,2019

Signed on behalf of the Board of Directors

Z E Guiziri
Director

The notes on pages 17 to 35 form part of these financial statements.
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Capital Hill Hotels Limited

Consolidated statement of changes in equity
for the year ended 31 December 2018

At | January 2017

Profit for the year

Other comprehensive income / (loss)

Total comprehensive profit for the year
Shareholder advance received during the year
At 31 December 2017

Loss for the year

Other comprehensive income

Total comprehensive profit for the year
Redesignation of shareholder advance as intercompany loan
At 31 December 2018

The notes on pages 17 to 35 fonn part of these financial statements.

Called up

share capital ~ Sharcholder  Revaluation Profit and

(Nate 20) advance reserve  loss account Total
LO0G £000 LO00 £001 £0on

- 78,126 - (8,797) 69,329

- - - 409 409

- - - 409 409

- 2,772 - - 2,772

- 80,898 - (8.388) 72,510

-~ - - 1,079 1,079

- = 7.305 - 7.305

- - 7,305 1,079 8,384
- (2,798) - - (2,798)

- 78,100 7,305 7,309 78,096
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Capital Hill Hotels Limited

Company statement of changes
for the year ended 31 December 2018

At | January 2017

Profit for the year

Other comprehensive income / {loss)

Total comprehensive profit for the year
Shareholder advance received during the year
At 31 December 2017

Profit for the year

Other comprehensive income / (loss)

Total comprehensive profit for the year
Redesignation of shareholder advance as intercompany loan
At 31 December 2018

The notes on pages 17 to 35 form part of these financial statements.

Called up Profit and
share capital — Sharcholder — loss account
(Note 20) advance (Note Y) Total
£000 £ong Loon Lo
- 78,126 (5,067) 73,059
- - 1,255 1,255
- . 1,255 1,255
- 2,772 - 2,772
- 80.898 (3.812) 77,086
- - 831 831
- - 831 831
- (2.798) = (2.798)
- 78,100 (2,981) 75,119
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Capital Hill Hotels Limited

Consolidated cash flow statement

for the year ended 31 December 2018

Operating activities
Profit before taxation

Depreciation

Finance expense

Unrealised (gain) on derivatives
Amortisation of arrangement fees

Working capital adjustments:

(Increase) / Decrease in inventory -

Decrease in receivables
Increase in payables

Net cash flow from operating activities

Investing activities
Purchase of property, plant and equipment

Net cash flow used in investing activities

Finance activities

(Redesignation of) / proceeds from shareholder advance
Repayment of borrowings

Interest paid

Net cash flow used in financing activities
Net (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at 31 December

The notes on pages 17 to 35 form part of these financial statements.

Notes

10

17

2018 2017
£000 £000
1,655 1,153
5,239 5,703
3,535 3,816
(1,493) (1,830)
348 215
9,284 9,057
(17) 56
370 22
2,881 5,102
12,518 14,237
(1,369) (1,303)
(1,369) (1,303)
(2,798) 2,772
(5,545) (16,636)
(3,535) (3,816)
(11,878) (17,680)
(729) (4,746)
4,484 9,230
3,755 4,484
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Capital Hill Hotels Limited

Notes to the financial statements
at 31 December 2018

General information

Capital Hill Hotels Limited is a private Company limited by shares incorporated and domiciled in England
and Wales. The principal activity of the company is the holding of a subsidiary which owns and operates
two five star hotels in central London — St Martin’s Lane and Sanderson. The principal accounting policies
adopted are set out in note 3.

Basis of preparation

The Group and Company has adopted International Financial Reporting Standards (IFRSs) as adopted by
the European Union as the accounting standards for the financial statements. The financial statements have
been prepared in accordance with IFRSs as adopted by the European Union and interpretations issued by
the International Financial Reporting Interpretation Committee (IFRICs), as they apply to the financial
statements of the Group and Company for the year ended 31 December 2018. The financial statements are
prepared on the historical cost basis, except for derivative financial instruments and property, plant &
equipment. The financial statements are presented in British Pounds and all values are rounded to the
nearest thousand (£000), except when otherwise indicated.

New and amended standards adopted by the Group:

For the period beginning on 1 January 2018 the Group has adopted IFRS 9 Financial Instruments and
IFRS 15 Revenue from Contracts with Customers for the first time. The adoption of these new standards
and other amendments to existing standards and interpretations effective from 1 January 2018, did not
materially impact the financial statements for the 12 months ended 31 December 2018 and no
retrospective adjustments were made.

IFRS 15 “Revenue from Contracts with Customers”

IFRS 15 replaced the existing regulations for the recognition of revenue in accordance with 1AS 18
“Revenue”. Consequently, revenues are recognised, when the customer obtains control over the
agreed goods and services and can derive benefits from these. There were no material changes
identified from adoption of the standard.

IFRS 9 “Financial Instruments”’

IFRS 9 provides a standardised approach for classification, measurement and derecognition of
financial assets and liabilities, introduces new rules for hedge accounting and a new impairment
model for financial assets. There were no material changes identified from adoption of the
standard.

As part of the review of the impact of adopting the amendments to IFRS the Group has taken the
opportunity to revisit its disclosure in the financial statements, and has enhanced disclosure in relation to
the revenue streams in note 4.

Standards issued but not yet effective

The standards and interpretations that are issued, but not yet effective, up to the date of the issuance of the
financial statements and that may impact the financial statements are disclosed below. There are no other
standards in issue but not yet effective that are expected to have an impact on the financial statements.

Effective for periods commencing on or after
IFRS 16 Leases | January 2019

17



Capital Hill Hotels Limited

DN AT

Notes to the financial statements (continued)
at 31 December 2018

2. Basis of preparation (continued)
Standards issued but not yet effective (continued)

The Group plans to adopt IFRS 16 using a modified retrospective approach. Under a modified
retrospective approach, a company applies the new standard from the beginning of the period this IFRS
applies to.

The Group will elect to use the exemptions proposed by the standard on lease contracts for which the lease
terms ends within 12 months as of the date of initial application, and lease contracts for which the
underlying asset is of low value.

The Group has completed its assessment of potential impact of the first-time adoption of IFRS 16 as of |
January 2019. The expected impact of adopting IFRS 16 is expected to be immaterial. The actual impact
of applying IFRS 16 on the financial statements in the period of initial application will depend on future
economic conditions including the Group’s borrowing rate at 1 January 2019.

Going concern

The financial statements have been prepared on a going concern basis, which assumes the Group will be
able to meet its liabilities as and when they fall due for the foreseeable future. At 31 December 2018, the
Group has net current liabilities of £14,369k (2017 — £9,646k) and net assets of £78,096k (2017 -
£72,510Kk).

The Group has received confirmation from its intermediate controlling party (Constellation Hotels
Holding Limited S.C.A.) that it will provide continuous financial support for the foreseeable future.

Having considered this support and the forecast cash flows and risks faced by the Group, the Directors
believe that this will enable the group to continue in operational existence for the foreseeable future and
meet its liabilities as they fall due for payment.

Consequently, the Directors believe that it remains appropriate to prepare the financial statements on a
going concern basis. The financial statements do not include any adjustments that would result from the
basis of preparation being inappropriate.

3. Principal accounting policies
Revenue
Revenues are generated from the provision of the hotels’ guest rooms, food and beverage outlets as well as

ancillary services such as rental income from let areas, cancellation fees, concierge services and various
others.

e Room revenue is recognised when the room is occupied

e  Revenue from provision of food and beverages is recognised when sold
o Service revenue is recognised when the service is provided

e  Rental income from operating leases is recognised on a straight line basis

Investments

Investments are stated at cost less provision for impairment.

Where there are indicators of impairment of investments in subsidiaries which indicate that the carrying
value may not be recoverable, the Group performs impairment tests on these investments by comparing
the carrying value with its recoverable amount; being the higher of its fair value less costs to sell and its
value in use.

18



Capital Hill Hotels Limited

Notes to the financial statements (continued)
at 31 December 2018

Principal accounting policies (continued)
Property, plant & equipment

In the prior year, Property plant & equipment was recorded at cost less accumulated depreciation. In the
current year property, plant & equipment is measured at fair value at the date of revaluation, less subsequent
accumulated depreciation and impairment losses, if any, as permitted by IAS 16. Revaluations are performed
annually at 31 December of each year. The transition from the cost to fair value model for Property plant
and equipment has been applied prospectively and no restatement is made to Property plant and equnpment
as reported at 31 December 2017.

A revaluation surplus is recorded in OCI and credited to the asset revaluation surplus in equity. However,
to the extent that it reverses a revaluation deficit of the same asset previously recognised in profit or loss,
the increase is recognised in profit and loss. A revaluation deficit is recognised in the statement of profit or
loss, except to the extent that it offsets an existing surplus on the same asset recognised in the asset
revaluation surplus.

An annual transfer from the asset revaluation surplus to retained earnings is made for the difference between
depreciation based on the revalued carrying amount of the asset and depreciation based on the asset’s
original cost. Additionally, accumulated depreciation as at the revaluation date is eliminated against the
gross carrying amount of the asset and the net amount is restated to the revalued amount of the asset. Upon
disposal, any revaluation surplus relating to the particular asset being sold is transferred to retained earnings.

Depreciation is charged to profit or loss applying the straight line method at the rates specified below. The
difference between the depreciation under the cost model and the depreciation under the revaluation model
is recognised in the revaluation reserve directly. Depreciation on all additions in fixed assets is charged from
the date in which the asset is available for use and on disposals up to the date of disposal.

Building ~ 35 - 70 years
Plant and machinery - 8 — 12 years
Fixtures, fittings and equipment ~ 4 — 10 years

No depreciation is provided on freehold land. No residual values are ascribed to bu1|d1ng surface finishes.

Freehold land, freehold and long leasehold buildings and building surface finishes are all held as land and
buildings within note 10.

No depreciation is provided for assets under construction in progress until the asset is placed into use.

An item of property, plant and equipment and any significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising
on derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying
amount of the asset) is included in the statement of profit or loss when the asset is derecognised.

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed
at each financial year end and adjusted prospectively, if appropriate.

Leases -

The determination of whether an arrangement is (or contains) a lease is based on the substance of the
arrangement at the inception of the lease. The arrangement is, or contains, a lease if fulfilment of the
arrangement is dependent on the use of a specific asset (or assets) or the arrangement conveys a right to use
the asset (or assets), even if that right is not explicitly specified in the arrangement.

Group as a lessee

A lease is classified at the inception date as either a finance lease or an operating lease. A lease that transfers
substantially all the risks and rewards incidental to ownership to the company is classified as a finance lease.

19



Capital Hill Hotels Limited

Notes to the financial statements (continued)
at 31 December 2018

Principal accounting policies (continued)
Leases (continued)
Group as a lessee (continued)

Finance leases are capitalised at the commencement of the lease at the inception date fair value of the leased
property or, if lower, at the present value of the minimum lease payments. Lease payments are apportioned
between the finance charges and the reduction of the lease liability so as to achieve a constant rate of interest
on the remaining balance of the liability. Finance charges are charged to the statement of profit or loss.

A leased asset is depreciated over the useful life of the asset. However, if there is no reasonable certainty
that the company will obtain ownership by the end of the lease term, the asset is depreciated over the shorter
of the estimated useful life of the asset and the lease term. The lease liability is amortised using the effective
interest method.

An operating lease is a lease other than a finance lease. Operating lease payments are recognised as an
operating expense in the statement of profit or loss on a straight-line basis over the lease term, except for
contingent rental payments which are expensed when they arise.

Deferred taxation

Deferred tax is provided using the liability method on temporary differences between the tax bases of assets
and liabilities and their carrying amounts for financial reporting purposes at the reporting date.

Deferred tax liabilities are generally recognised for all taxable temporary differences.

Deferred tax assets are recognised for all deductible temporary differences, the carry forward of unused tax
credits and any unused tax losses. Deferred tax assets are generally recognised to the extent that it is probable
that taxable profit will be available against which the deductible temporary differences, and the carry
forward of unused tax credits and unused tax losses can be utilised.

Financial instruments
(a) Financial assets

Trade and other receivables
These assets are initially recognised at fair value plus any directly attributable transaction costs. Subsequent

to initial recognition, they are measured at amortised cost using the effective interest method and are subject
to impairment.

Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalents include bank overdrafts that are
repayable on demand and form an integral part of the Group’s cash management.

(b) Financial Liabilities

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings and
payables, net of directly attributable transaction costs.

Loans and Borrowings

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost
using the EIR method. Gains and losses are recognised in profit or loss when the liabilities are derecognised
as well as through the EIR amortisation process.

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

(c) Ordinary shares

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

Ordinary dividends are recognised in the period in which they are paid to shareholders.

Inventory
Stocks are stated at the lower of cost and net realisable value.

Pension scheme

The Group operates a defined contribution pension scheme. Contributions are charged to the profit and loss
account in the period in which they are incurred.

Derivative instruments & hedging

The Company used derivative financial instruments in the form of interest rate swaps to reduce its exposure
to interest rate fluctuations on the floating rate bank loan. The Company has determined that its interest rate
swap does not qualify for hedge accounting under IFRS. Accordingly, such derivative instruments are
initially recognised at fair value on the date in which the derivative is entered into and subsequently re-
measured at fair value on the balance sheet and changes to the fair value are recorded in profit or loss.
Significant accounting estimates and assumptions

The preparation of financial statements in conformity with IFRS requires the directors to make judgements,
estimates and assumptions that affect the application of policies and reported amounts of assets and
liabilities, income and expenses.

The significant estimates and assumptions in determining the financial condition and results of the Group
are as follows:

Estimates
o  The depreciable lives of property, plant & equipment
Judgements

e  Therecoverability of any recognised deferred taxation

Revenue
2018 2017
£000 £000
Rooms 28,448 26,921
Food and beverage 9,965 10,374
Other 2,377 2,778
40,790 40,073

All revenue arises in the United Kingdom.
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Staff numbers and costs

2018 2017
No No.
The average number of employees in the year was:

Hotel operating staff 326 325
Management/administration 19 17
Sales and marketing 9 10
Maintenance 16 15
Total 370 367

The aggregate payroll costs for these persons were as follows:
2018 2017
£000 £000
Wages and salaries 11,291 10,807
Social security costs 964 908
Pension costs 187 133
12,442 11,848

The directors represent key management personnel. The directors were paid by a parent entity for their
services to the wider group. It is not practical to allocate an amount for their services to this group alone.

Salary costs relating to employees of Morgans Hotel Group are considered to be costs of key management
personnel, which are paid through a management fee due to Morgans Hotel Group as disclosed in note 23.

Funded defined contribution scheme for employees (group scheme)

Pension costs of £187,000 (2017 — £133,000) were charged to the profit and loss account of which £nil
(2017 — £nil) was outstanding at the balance sheet date.

Operating profit

This is arrived at after charging;:

2018 2017
£000 £000

Auditors’ remuneration:
- Group — audit 91 77
— Company — audit 10 10
Depreciation of property, plant & equipment 5,239 5,703
Finance charges on lease obligations 75 75
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Finance expense

2018 2017

£000 £000
Interest on loans 3,535 3,816

3,535 3,816

Taxation
(a) Analysis of tax charge in the year )

2018 2017

£000 £000
Current tax:
Current tax on profits for the year 765 94
Adjustment in respect of prior periods 5) - -
Total current tax 760 94
Deferred tax:
Current year 206) 735
Effects of changes in tax rates 22 (86)
Rounding - 1
Total deferred tax (note 16) (184) 650
Tax charge to the income statement 576 744
Deferred tax on gain on fair value of PP&E 2,421 -
Tax charge to other comprehensive income 2,421 -
(b)  Factors affecting total tax charge for the year

2018 2017

£000 £000
Profit before tax 1,655 1,153
Tax on profit at UK tax rate of 19.00% (2017 — 19.25%) 315 222
Effects of:
Adjustment in respect of prior years ) -
Expenses not deductible 407 849
Tax rate changes 22 (86)
Amounts not recognised (163) (242)
Rounding - 1
Tax charge for the period 576 744
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Notes to the financial statements (continued)
at 31 December 2018

Company profit for the financial year

The Company has taken advantage of the exemption allowed under section 408 of the Companies Act
2006 and has not presented its own profit & loss account in these financial statements. The profit for the
year is £830,916 (2017 — £1,254,583).

Property, plant & equipment — Group

Fixtures,
Land and Plant and  fittings and
buildings machinery equipment Total
£000 £000 £000 £000
Cost or valuation
At 1 January 2018 195,196 8,268 17,303 220,767
Additions 145 66 1,158 1,369
Reversal of depreciation (19,038) - - (19,038)
Revaluation adjustment through OCI 9,726 - — 9,726
At 31 December 2018 186,029 8334 18,461 212,824
Depreciation
At | January 2018 16,682 5,757 9,684 32,123
Charge for the year 2,356 502 2,381 5,239
Revaluation (19,038) - - (19,038)
At 31 December 2018 - 6,259 12,065 18,324
At 31 December 2018 186,029 2,075 6,396 194,500
At 31 December 2017 178,514 2,511 7,619 188,644

If property, plant & equipment in the Group were measured using the cost model, the carrying amount
would be £184,774,000 comprising cost of £222,136,000 and accumulated depreciation of £37,362,000.

Included in total net book value of land and buildings is a long leasehold property. The ground lease
associated with this property is accounted for as a finance lease as disclosed in note 3 and note 18. The
finance lease asset is included at the present value of future obligations discounted based on the
incremental borrowing rate at the date of lease commencement. The carrying amount of the finance lease
asset, net of accumulated depreciation of £371,000 (2017 — £351,000), at 31 December 2018 was
£642,000 (2017 - £662,000). :

Fair value of the property plant and equipment was determined using income approach, i.e. the discounted
cash flows technique was applied. As at the date of revaluation on 31 December 2018, the properties’ fair
values are based on valuations performed by an accredited independent valuer.
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Notes to the financial statements (continued)
at 31 December 2018

Property, plant & equipment - Group (continued)
Description of valuation techniques used to determine the fair values of property, plant and equipment
and key inputs to those the related fair values are sensitive are set out in the table below:

Valuation Valuation Significant
Assets Location Rooms technique(s)  assumption assumptions 2018 2017
The London, 150 Discounted Business open Discount rate 7.00% 7.00%
Sanderson UK cash flow Terminal Cap 500%  5.00%
method rate
St Martin’s  London, 204 Discounted Business open Discount rate 7.00% 7.00%
Lane Hotel UK cash flow Terminal Cap 500%  5.00%
method rate
Investment in subsidiary
Company Company
2018 2017
£000 £000

At 1 January 2018 and 31 December 2018 99,159 99,159

The Company owns 100% of the ordinary shares of Capital Hill Hotels Group Europe Limited, a company
incorporated in England and Wales, whose principal activity is the ownership and operation of two hotels
in London.

Non-current financial asset

Company Company

2018 2017
£000 £000
Loan notes due from group undertakings 87,156 92,701

Loans are non-derivative financial assets carried at amortised cost which generate fixed interest income
for the Company. On 30 November 2016 it was agreed that this loan is repayable on 18 August 2020.

Stock
2018 2017
£000 £000
Food and beverage 310 293

25



14.

15.

16.

Capital Hill Hotels Limited

Notes to the financial statements (continued)

at 31 December 2018

Trade and other receivables

Group Company Group Company
2018 2018 2017 2017
£000 £000 £000 £000
Trade receivable 1,104 - 1,099 -
Amount due from related parties 11 - 58 -
Prepayments 997 - 1,325 -
2,112 - 2,482 -
Trade and other payables
' Group Company Group Company
2018 2018 2017 2017
£000 £000 £000 £000
Trade payables (819) - (1,226) -
Amounts due to group undertakings - (1,186) - (872)
Amounts due to related parties 9,576) (9,178) (6,850) (6,380)
Taxation and social security (1,206) - 992) ~
Accruals and deferred income (2,526) - (2,178) -
Other payables 19) - 20) -
Corporation tax (855) - 94) -
(15,001) (10,364) (11,360) (7,252)
Deferred taxation
(a) Deferred tax note
2018 2017
£000 £000
Provision at the start of the year 3,408 2,759
Deferred tax (credit) / charge to the income statement (184) 650
Deferred tax charge recorded to other comprehensive income 2,421 -
Rounding - (1)
Provision at the end of the year 5,645 3,408
(b)  Analysis of deferred tax balance
2018 2017
£000 £000
Accelerated capital allowances 3,052 3,212
Fixed assets 2,421 -
Temporary differences trading @) )
IFRS swap adjustment 176 205
Provision at the end of the year 5,645 3,408
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at 31 December 2018

Deferred taxation (continued)

The standard rate of corporation tax in the UK was changed from 20% to 19% with effect from 1 April
2017. Accordingly, the Group’s profits for the accounting period are taxed at a rate of 19.00% (2017 -
blended rate of 19.25%). The corporation tax rate will reduce to 17% from 1 April 2020. The rate changes
will impact the amount of future tax payments to be made by the Group.

The Group has losses carried forward of £nil (2017 — nil).

The Group has gross unrecognised losses carried forward of £5.0m (2017 - £5.8m).

Interest bearing loans and borrowings

Group Group
2018 2017
£000 £000
Bank loans (amortised cost) 99,648 104,845
Bank loans are repayable as follows:
2018 2017
£000 £000
In one year or less’ 5,545 5,545
In more than one year, but not more than two years 94,274 5,545
In more than two years, but not more than five years - 94,274
Less: future finance charges (171) 519)
99,648 104,845
Bank loans are as follows:
2018 2017
£000 £000
Sterling bank loans: 99,818 105,364
99,818 105,364

The bank loan is a variable interest, £122,000,000 secured loan from a UK commercial bank executed on
12 August 2015 and due to expire on 12 August 2020. At the balance sheet date the Group’s bank loan
balance due to the bank was £99,818,182.
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Finance Lease

2018 2017

£000 £000
Within | Year 75 75
After 1 Year but not more than 5 years 300 300
More than 5 years 9,225 9,300
Total minimum lease payments 9,600 9,675
Less: future interest costs (8,497) (8,572)
Present value of minimum lease payments 1,103 1,103

The Group acquired a leasehold property that is held at cost less accumulated depreciation within land and
buildings. The ground lease associated with this property is accounted for as a finance lease. Finance lease
payments represent ground rent payable by the Group on a lease term of 150 years from 1 January 1997 to
31 December 2146. A restriction on use is placed on the building in that it will not be used otherwise than
as a high quality hotel or high class offices in keeping with the prestigious nature of the present listed
building. The lease is on a fixed repayment basis and subject to rent review every 20 years with the first
having taken place in June 2017. This contingent rental is calculated by reference to a retail price index.
The amount recognised as an expense in the year in respect of contingent rental is £56,978 (2017 —
£28,489).

Derivatives
2018 2017
£000 £000
Interest Rate Swap @ 1.646% ' (1,184) 2,677)
At 31 December A (1,184) (2,677)

During the year 2015, the company entered into an interest cap agreement with two UK based commercial
banks, for a notional amount of the new-syndicated loan obtained during the year 2015, whereby it capped
its interest rate risk at 1.646%. The cap is used to hedge the exposure to the variable interest rate on the
loan borrowings.

The fair value of the derivative instruments was determined using widely accepted valuation techniques
including discounted cash flow analysis based on the contractual terms of the derivatives using the period
of maturity of each instrument and observable market-based inputs, which include interest rate curves and
implied volatilities. In addition, the Company considers counterparty risk of non-performance in
determining the fair value of its derivative instruments by estimating the current and potential future
exposure under the derivative instruments. The counterparty risk did not comprise a material portion of the
fair value of the derivative instruments. Therefore, the fair values determined are considered to be based
on significant other observable inputs (Level 2).

Movements of the derivative financial instruments are as follows:

2018 2017

£000 £000
At | January (2,677) (4,508)
Fair value adjustment 1,493 1,831
At 31 December (1,184) (2,677)
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Called up share capital
31 December 31 December
2018 2017
Allotted, called up and fully paid
1 ordinary share of £1 each ! 1

Capital policy

The capital for the Company is provided via funding from the parent and equity contributions and the
primary objective is to generate a return for its shareholders.

Financial instruments and risk management
(a) Accounting classifications and fair value

The following tables show the carrying amount of financial assets and liabilities including their values in
the fair value hierarchy. The tables do not include fair value information for financial assets and financial
liabilities not measured at fair value if the carrying amount is a reasonable approximation of fair value.

Carrying amount

Liabilities at Fair value Total
Loans and ~ Amortised hedging carrying
Receivables cost  instruments amount Fair value
£000 £000 £000 £000 £000
Group
31 December 2018
Trade receivables 1,104 - - 1,104 1,104
Amounts due from related
parties 11 - ~ 11 11
Cash and cash equivalents 3,755 - - 3,755 3,755
Trade creditors - (819) - 819) (819)
Amount due to related parties - 9,576) - (9,576) (9,576)
Other creditors - 19 - (19) (19)
Loan and borrowings - (99,648) - (99,648) . (99,648)
Finance lease liabilities - (1,103) - (1,103) (1,103)
Derivative liability - - (1,184) (1,184) (1,184)
4,870 (111,165) (1,184) (107,479 (107,479)
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Financial instruments and risk management (continued)
(a) Accounting classifications and fair value (continued)

Carrying amount

Liabilities at Fair value Total
Loans and ~ Amortised hedging carrying
Receivables cost  instruments amount Fair value
£000 £000 £000 £000 £000
Group
31 December 2017
Trade receivables 1,099 - - 1,099 1,099
Amounts due from related
parties 58 - - 58 S8
Cash and cash equivalents 4,484 - - 4,484 4,484
Trade creditors - (1,226) - (1,226) (1,226)
Amount due to related parties - (6,850) - (6,850) (6,850)
Other creditors - (20) - 20) (20)
Loan and borrowings - (104,845) - (104,845) (104,845)
Finance lease liabilities - (1,103) - (1,103) (1,103)
Derivative liability - - 2,677) (2,677) (2,677
5,641 (114,044) 2,677) (111,080) (111,080)

Estimation of fair values

The principal methods and assumptions used in estimating the fair values of financial assets and liabilities
are explained below.

Cash and cash equivalents including the short-term bank deposits

For short term bank deposits and cash and cash equivalents, all of which have a maturity of less than three
months, the carrying value is deemed to reflect a reasonable approximation of fair value.

Trade and other receivables/payables

For the receivables and payables with a remaining term of less than one year or demand balances, the
carrying value less impairment provision, where appropriate, is a reasonable approximation of fair value.

Loans

For bank loans and borrowings, the fair value is calculated based on discounted cash flow techniques.

(b) Financial risk management

The Group is exposed to various financial risks that include credit risk, liquidity risk and market risk. The
group has a risk management framework in place which seeks to limit the impact of these risks on the
financial performance of the group. It is the policy of the group to manage these risks in a non-speculative
manner.

This note presents information about the Group’s exposure to each of the above risks and the objectives,
policies and processes for measuring and managing the risks. Further quantitative and qualitative
disclosures are included throughout this note.

The Group’s board of directors has overall responsibility for the establishment and oversight of the
Group’s risk management framework.
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Financial instruments and risk management (continued)
(b) Financial risk management (continued)

The Group’s risk management policies are established to identify and analyse the risks faced by the
Group, to set appropriate risk limits and controls and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in market conditions and the
Group’s activities. The Group, through its training and management standards and procedures, aims to
maintain a disciplined and constructive control environment in which all employees understand their roles
and obligations.

(c) Credit risk

Exposure to credit risk

Credit risk arises from granting credit to customers and from investing cash and cash equivalents with
banks and financial institutions.

Trade and other receivables

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of each

customer. There is no concentration of credit risk or dependence on individual customers.

Management has a credit policy in place and the exposure to credit risk is monitored on an ongoing basis.
The maximum exposure to credit risk is represented by the carrying amount of each financial asset.

Cash and short-term bank deposits

The Group is exposed to credit risk from the counterparties with whom it places its bank deposits. The
Group is satisfied that the credit risk associated with its deposits is not significant.

The carrying amount of financial assets, net of impairment provisions, represents the Group’s maximum
credit exposure.

'

Trade receivables

The Group has detailed procedures for monitoring and managing the credit risk related to trade
receivables. Trade receivables are monitored by review of aged debtor reports by management.

Net
Giross  Impairment  receivables
£000 £000 £000
Group

At 31 December 2018
Not past due 281 - 281
Past due <90 days 838 (15) 823
Past due > 90 days 10 (10) -
1,129 (25) 1,104
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Financial instruments and risk management (continued)
(c) Credit risk (continued)

Trade receivables (continued)

Net
Gross  Impairment  Receivables
£000 £000 £000
Group

At 31 December 2017
Not past due 313 -~ 313
Past due <90 days 795 1)) 786
Past due > 90 days 14 14) -
1,122 23) 1,099

(d) Liquidity risk

Liquidity risk is the risk that the Group will not be able to meet its financial obligations as they fall due.
The Group’s approach to managing liquidity is to ensure that it will always have sufficient liquidity to
meet its liabilities when due. The ongoing development works are fully funded by the loans advanced by

the parent company and the Group can arrange an overdraft facility if needed.

Bank loans

Interest of £3,535,000 was recognised in the current financial year (2017 - £3,816,000).

Overdraft facilities
The Group has no undrawn overdraft or other loan facilities.
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Financial instruments and risk management (continued)

(d) Liquidity risk (continued)

Contractual maturitics

The following are the contractual maturities of the Group’s financial liabilities, including estimated interest payments.

More than

Carrying
Amount  Contractual 6 months or 6-12 3 years
Group cash flows less maonthy 1= 2years  2-3 years
£000) £000 £o0t £000 £000 Lo LOo0
Group
At 31 December 2018
Trade creditors 819 819 819 - - - -
Amount due to related parties 9,576 9,576 9,576 - - - -
Other creditors 19 19 19 - B . .
Loan and borrowings 99,648 103,223 3,403 4,050 95,770 - -
Finance lease liabilities 1,103 16,893 66 66 132 396 16,233
Derivative liability 1.184 1,184 - - 1,184 - -
112,349 131,714 13,883 4,116 97,086 396 16.233
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(d) Liquidity risk (continued)

Carrying More than
Amount  Contractual 6 months or 6-12 3 years
CGroup cash flnws less months 11— 2 years 2= 3 years
£oon Loon Lot L£000 L000 L0000 L£000
Group
At 31 December 2017
Trade creditors 1,226 1,226 1,226 - - - -
Amount due to related parties 6,850 6,850 6,850 - - - -
Other creditors 20 20 20 - - - -
Loan and borrowings 104,845 - 3,973 3,961 7,797 95,600 -
Finance lease liabilities 1,103 17,025 66 66 132 396 16,365
Derivative liability . 2,677 2,677 - - : - 2,671 .
116,721 27,798 12,135 4,027 7,929 98,673 16,365
(e) Market risk

Market risk is the risk that changes in market prices and indices, such as foreign exchange rates, and interest rates will affect the Group's income or the value of its holdings of
financial instruments. The Group is not currently exposed to interest rate risk as all borrowings are subject to fixed interest rates. Management believe exposure to foreign
exchange rates is minimal as the vast majority of good and services are sourced in the United Kingdom.

{f) Foreign exchange rate risk
The Group is not exposed to translation foreign exchange rate risk on its hotel operations as all of its operations are within the UK.

(g} Interest rate risk
The Group is not currently exposed to interest rate risk as all borrowings are subject to fixed interest rates through an interest rate swap contract.
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Immediate and controlling party

The Company’s immediate parent is Stellar Hotel S.A., a company registered in Luxembourg, whose
immediate parent is Constellation Hotels Holding Limited S.C.A., a company registered in Luxembourg
and the parent of the smallest group into which the Company’s results are consolidated.

The ultimate consolidating entity is Prime Capital SA a company registered in Luxembourg.

The ultimate controlling party is His Excellency Sheikh Hamad Bin Jassim Bin Jaber Af Thani.

Related party balances and transactions

Capital Hill Hotels Group Europe Limited owns 100% of the ordinary shares of Capital Hill Hotels Group
London Limited.

Capital Hill Hotels Limited owns 100% shares of Capital Hill Hotels Group Europe Limited, the
immediate parent company of Capital Hill Hotels Group London Limited.

Capital Hill Hotels Limited has a payable of £2,798k (20 17— £nil) due to the ultimate controlling party.

Capital Hill Hotels Limited has lent £87,155,874 (2017 - £92,701,329) and has a payable of £1,186,018
(2017 - £871,701) due to Capital Hill Hotels Group London Limited.

Havana Holdings (UK) Limited, a subsidiary of Stellar Hotels SA, has a receivable of £6,379,628 (2017 —
£6,379,628) due from Capital Hill Hotels Limited.

Morgans Hotel Group UK Management Limited charged Capital Hill Hotels Group London Limited a
management fee of £1,612,112 (2017 - £1,579,937) and a chain fee of £1,108,327 (2017 - £987,460)
relating to hotel management. Capital Hiil Hotels Group London Limited has a receivable of £2,007 (2017
- £5,472) due from and payable of £354,253 (2017 £407,399) due to Morgans Hotel Group UK
Management Limited.

Salary costs relating to employees of Morgans Hotel Group are considered to be costs of key management
personnel.

Capital Hill Hotels Group London Limited has a receivable of £5,499 (2017 - £5,499) due from and a
payable of £41,113 (2017 - £54,116) due to Morgans Hotel Group LLC, a related party and parent of
Morgans Hotel Group UK Management Limited.

Capital Hill Hotels Group London Limited has a receivable of £3,323 (2017 - £47,168) due from and a
payable of £2,743 (2017 - £8,464) due to Mondrian London, which is also managed by Morgans Hotel
Group UK Management Limited.

Contingencies

There are no contingencies which are required to be disclosed.

Subsequent events

The Directors have evaluated all subsequent events from the balance sheet date and no material events
have occurred subsequent to 31 December 2018 which require disclosure.
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