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REPORT OF THE INDEPENDENT AUDITORS
TO THE MEMBERS OF CAPITAL HOTELS PLC

We have audited the accompanying financial statements of Capital Hotels Plc, set out on pages 2 to 34 which
comprise the statement of financial position at 31 December 2013, the statement of comprehensive income,
statement of changes in equity, statement of cash flows for the year then ended, a summary of significant
accounting policies, and other explanatory information.

Directors’ Responsibility for the Financial Statements

The Directors are responsible for the preparation and fair presentation of these financial statements in accordance
with the Companies and Allied Matters Act, CAP C20, LFN 2004, and the International Financial Reporting
Standards in compliance with the Financial Reporting Council of Nigeria Act No. 6 2011 and for such internal control
as the Directors determine are necessary to enable the preparation of financial statements that are free from
material misstatement whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with Nigerian and International Standards on Auditing. Those standards require that we comply
with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’ judgement, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditors consider internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by Directors, as
well as evaluating the overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements present fairly, in all material respects the financial position of Capital Hotels
Plc at 31 December 2013, and of its financial performance and cash flows for the year then ended, in the manner
required by the Companies and Allied Matters Act, CAP C20, LFN 2004 and in accordance with the International
Financial Reporting Standards (IFRS) in compliance with the Financial Reporting Council of Nigeria Act No. 6, 2011.

The Company has kept proper books of account, which are in agreement with the statement of financial position and
statement of comprehensive income as it appears from our examination of their records.

Olatunji Ogundeyin, FCA, FRC/2013/ICAN/00000002224
For: PKF Professional Services

Chartered Accountants

Lagos, Nigeria

Date: 28 April 2014



CAPITAL HOTELS PLC

STATEMENT OF FINANCIAL POSITION
AT 31 DECEMBER 2013

2013 2012
Notes N'000 N'000
Assets:
Non current assets
Property, plant and equipment 8. 1,627,437 1,420,729
Capital work in progress 9. 370,771 464,115
Intangible assets 10. 7,180 8,078
Loans and receivables 11. 1,000,000 1,000,000
3,005,388 2,892,922
Current assets:
Inventories 12. 193,051 218,386
Trade and other receivables 13. 509,526 911,570
Loans and receivables 11. 230,917 210,057
Other current assets 14. 177,081 265,784
Cash and cash equivalents 15. 2,277,354 1,937,608
3,387,929 3,543,405
Total assets 6,393,317 6,436,327
Liabilities
Current liabilities
Accounts payable and accrual 16. 544,651 546,254
Due to CHP Hospitality and Tourism Limited 625,254 625,254
Deferred income 48,622 27,254
Current taxation payable 18. 196,699 236,988
1,415,226 1,435,750
Non-current liabilities
Post employee benefits 20. 1,531,008 2,089,033
Deferred taxation 19. 218,952 195,976
1,749,960 2,285,009
Total liabilities 3,165,186 3,720,759
Net assets 3,228,131 2,715,568
Equity and reserves
Ordinary share capital 21.2 774,390 774,390
Retained earnings 2,453,741 1,941,178
Total equity 3,228,131 2,715,568

These financial statements were approved by the Board of Directors on 28 April 2014 and signed on its behalf
by:

Mr. Goodie Ibru, OON Mr. C. Anosike Mr. R. A. M. ltawa
Chairman Director Chief Finance Officer
FRC/2013/NIM/0000005310 FRC/2013/NBA/00000004027 FRC/2013/ICAN/00000000887

The accompanying notes on pages 6 to 32 form an integral part of these financial statements.



CAPITAL HOTELS PLC

STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2013

2013 2012
Notes N'000 N'000

Turnover 5.11 4,659,930 4,318,842
Cost of sales 511 (3,450,277) (2,931,647)
Gross operating profit 1,209,653 1,387,195
Other income 23. 27,589 3,729
Sales and marketing expenses (77,054) (91,763)
Administration and general expenses 25. (874,271) (873,254)
Result from operating activities 285,917 425,907
Finance income 24. 41,278 51,699
Profit before tax 327,195 477,606
Tax expense 18.1 (159,871) (120,094)
Profit for the year 167,324 357,512
Other comprehensive income:

Actuarial gain/(loss) 20. 345,239 (326,302)
Other comprehensive income/(loss) for the year 345,239 (326,302)
Total comprehensive income for the year 512,563 31,210
Earning per share:

- Basic (Kobo) 5.15 10.80 23.08
- Diluted 10.80 23.08



CAPITAL HOTELS PLC

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2013

Changes in equity for 2013
At 1 January 2013

Profit for the year
Actuarial loss for the year

Total comprehensive income for the year

Issue of share capital

Bonus issue

Transaction costs for equity issue
Dividends paid during the period
Contributions by and to owners of the
business

At 31 December 2013

Changes in equity for 2012
At | January 2012

Profit for the year
Actuarial gain for the year

Total comprehensive income for the year

Issue of share capital

Bonus issue

Transaction costs for equity issue
Dividends paid during the period
Contributions by and to owners of the
business

At 31 December 2012

Issued share

Retained

. . Total equity
capital earnings
N'000 N'000 N'000
774,390 1,941,178 2,715,568
167,324 167,324
- 345,239 345,239
- 512,563 512,563
774,390 2,453,741 3,228,131
Issued share Retained .
. . Total equity
capital earnings
N'000 N'000 N'000
774,390 2,018,383 2,792,773
- 357,512 357,512
- (326,302) (326,302)
- 31,210 31,210
- (108,415) (108,415)
- (108,415) (108,415)
774,390 1,941,178 2,715,568




CAPITAL HOTELS PLC

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2013

2013 2012

N'000 N'000
Profit after tax 167,324 357,512
Adjustment for:
Depreciation of property, plant and equipment 255,332 232,053
Amortisation of intangible asset 898 898
Post employment benefits (558,025) 42,149
Impairment loss on capital work in progress 93,344 -
Actuarial gains 345,239 (326,302)
Finance income (41,278) (51,699)
Income tax expense 159,871 120,094

422,705 374,705
Changes in:
Inventory 25,335 (18,658)
Loans and receivables (20,860) (207,670)
Trade and other receivables 402,044 219,391
Other current assets 88,703 171,754
Trade and other payables (1,603) (346,258)
Due to CHP Hospitality and Tourism Limited - 128,401
Deferred income 21,368 (22,765)
Cash generated from operating activities 937,692 298,900
Income tax paid (177,184) (225,740)
Net cash from operating activities 760,508 73,160
Cash flows from investing activities
Purchase of property, plant and equipment (462,040) (179,981)
Purchase of intangible asset - (8,976)
interest income 41,278 51,699
Net cash used in investing activities (420,762) (137,258)
Cash flows from financing activities
Dividend paid - (108,415)
Net cash used in financing activities - (108,415)
Net increase/(decrease) in cash and cash equivalents 339,746 (172,513)
Cash and cash equivalents at the beginning of the year 1,937,608 2,110,121
Cash and cash equivalents at the end of the year 2,277,354 1,937,608

The explanatory notes on pages 6 to 32 form an integral part of these statement of cash flows.



CAPITAL HOTELS PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

11

1.2

2.1

2.2

2.3

2.4

Legal status

The Company

Capital Hotels Plc. was incorporated in Nigeria on 16 January 1981 as a private limited liability company.
It became a public liability company (Plc.) on 31 May 1986. Its Hotel, Sheraton Abuja Hotel commenced
business in January 1990.

The Hotel which is located at 1 Ladi Kwali Way, Zone 4, Wuse, Abuja is managed and operated by
Starwood Eame License and Services Company, BVBA under a System License Agreement dated 7
June 2011.

The Company is a member of the Ikeja Hotel Group,

Principal activities
The principal activity of the Company includes the operation of hotels and restaurants, apartment letting
recreational facilities, night clubs and a business center.

Basis of preparation

These financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as issued by the IASB. Additional information required by local regulators is included
where appropriate.

Functional/presentation currency

These financial statements are presented in Naira, which is the Company's functional currency. Except
as indicated in these financial statements, financial information presented in Naira has been rounded to
the nearest thousand.

Basis of measurement
These financial statements are prepared on the historical cost basis except as modified by actuarial
valuation of staff gratuity and fair valuation of financial assets and liabilities where applicable.

Use of estimates

The preparation of the financial statements in conformity with IFRSs requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, income and expenses. Actual 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 estimates are 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.

In particular, the Company has identified the following areas where significant judgments, estimates and
assumptions are required. Changes in these assumptions may materially affect the financial position or
financial results reported in future periods. Further information on each of these areas and how they
impact the various accounting policies are described below and also in the relevant notes to the financial
statements.

. Recovery of deferred tax assets

Judgment is required to determine which types of arrangements are considered to be tax on income in
contrast to an operating cost. Judgment is also required in determining whether deferred tax assets are
recognised in the statement of financial position. Deferred tax assets, including those arising from un-
utilised tax losses require management assessment of the likelihood that the Company will generate
sufficient taxable earnings in future periods in order to utilise recognised deferred tax assets.



CAPITAL HOTELS PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

Assumptions about the generation of future taxable profits depend on management's estimates of future
cash flows. These estimates of future taxable income are based on forecast cash flows from operations
(which are impacted by sales volume, operating costs and capital expenditure) and judgment about the
application of existing tax laws. To the extent that future cash flows and taxable income differ significantly
from estimates, the ability of the Company to realise the net deferred tax assets recorded at the reporting
date could be impacted.

Future changes in tax laws could also limit the ability of the Company to obtain tax deductions in future
periods.

b. Contingencies
By their nature, contingencies will only be resolved when one or more uncertain future events occur or
fail to occur. The assessment of the existence, and potential quantum, of contingencies inherently
involves the exercise of significant judgment and the use of estimates regarding the outcome of future
events.

c. Allowances on trade receivables
In assessing collective impairment, the Company uses historical trends of the probability of default,
timing of recoveries and the amount of loss incurred, adjusted for management’s judgment as to whether
current economic and credit conditions are such that the actual losses are likely to be greater or less
than suggested by historical trends.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the
difference between its carrying amount and the present value of the estimated future cash flows
discounted at the asset’s original effective interest rate. Losses are recognized in income statement and
reflected in an allowance account against receivables. Interest on the impaired asset where applicable
continues to be recognized through the unwinding of the discount. When a subsequent event causes the
amount of impairment loss to decrease, the decrease in impairment loss is reversed through income
statement.

d. Defined benefit obligation
The present value of defined benefit obligation depends on a number of factors that are determined on
an actuarial basis using a number of assumptions. The assumptions used in determining the defined
benefit obligation include the discount rate.

The Company determines the discount rate at the end of each year. This is the interest rate that should
be used to determine the present value of estimated future cash outflows expected to be required to
settle the pension obligations. In determining the appropriate discount rate, the Company considers the
interest rates of high- quality corporate bond that are denominated in the currency in which the benefits
will be paid, and have terms to maturity approximating the terms of the defined benefit obligation.

Determination of impairment of property and equipment, and intangible assets

Management is required to make judgements concerning the cause, timing and amount of impairment. In
the identification of impairment indicators, management considers the impact of changes in current
competitive conditions, cost of capital, availability of funding, technological obsolescence, discontinuance
of services and other circumstances that could indicate that impariment exist.

Depreciation and carrying value of property and equipment

The estimation of the useful lives of assets is based on management's judgement. Any material
adjustment to the estimated useful lives of items of property and equipment will have an impact on the
carrying value of these items.



CAPITAL HOTELS PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

3.
a
b
c
4.

a)

b

Summary of Standards and Interpretations effective for the first time

. IAS 24 Related parties

The revised standard provides some exemptions for certain government related entities, clarifies the
definition of a related party and includes an explicit requirement to disclose commitments to related
parties. The revised standard specifically defines associates of the ultimate parent company as related
parties of the Company and they have been treated as such in these financial statements.

. IAS 1 Presentation of financial statements

Clarifies that entities may present the analysis of each component of other comprehensive income either
in the statement of changes in equity or in the notes to the financial statements.

. IFRS 7 Financial instruments

The amended standard clarified that additional disclosure of maximum exposure to credit risk is only
required where the exposure is not reflected in the carrying amount. It requires disclosure of the financial
effect of collateral held as security for financial assets and removed the requirement to specifically
disclose financial assets, where the terms have been renegotiated. It also clarifies that disclosure of
financial instruments obtained by calling on security or collateral is only required where those assets are
still held at the reporting date.

New standards and interpretations not yet adopted

A number of new standards, amendments to standards and interpretations are not yet effective for the
year ended 31 December 2013, and have not been applied in preparing these financial statements. A
summary of those relevant to Capital Hotels Plc have been disclosed in these financial statements:

IFRS 9 Financial instruments

IFRS 9 introduces new requirements for classifying and measuring financial assets. At the IASB's July
2011 meeting, the IASB decided to postpone the mandatory application of IFRS 9 to annual periods
beginning on or after 1 January 2015 with early application still permitted.

Amendment to IAS 36: Recoverable Amount Disclosures for Non-Financial Assets

The amendment reduces the circumstances in which the recoverable amount of assets or cash-
generating units is required to be disclosed, clarify the disclosures required, and to introduce an explicit
requirement to disclose the discount rate used in determining impairment (or reversals) where
recoverable amount (based on fair value less costs of disposal) is determined using a present value
technique. The amendment is applicable to annual periods beginning on or after 1 January 2014.

Amendments to IAS 39: Novation of Derivatives and Continuation of Hedge Accounting

Amends IAS 39 Financial Instruments: Recognition and Measurement make it clear that there is no need
to discontinue hedge accounting if a hedging derivative is novated, provided certain criteria are met. The
amendment is applicable to annual periods beginning on or after 1 January 2014.

Amendments to IAS 32: Offsetting Financial Assets and Financial Liabilities

The amendment clarify certain aspects because of diversity in application of the requirements on
offsetting, focused on four main areas: the meaning of 'currently has a legally enforceable right of set-
off', the application of simultaneous realisation and settlement, the offsetting of collateral amounts and
the unit of account for applying the offsetting requirements. The amendment is applicable to annual
periods beginning on or after 1 January 2014.



CAPITAL HOTELS PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

51
511

5.2

5.3
53.1

e

—

Amendments to IFRS 10, IFRS 12 and IAS 27: Investment Entities

The amendment provide ‘investment entities' (as defined) an exemption from the consolidation of
particular subsidiaries and instead require that an investment entity measure the investment in each
eligible subsidiary at fair value through profit or loss in accordance with IFRS 9 Financial Instruments or
IAS 39 Financial Instruments: Recognition and Measurement. Require additional disclosure about why
the entity is considered an investment entity, details of the entity's unconsolidated subsidiaries, and the
nature of relationship and certain transactions between the investment entity and its subsidiaries.
Require an investment entity to account for its investment in a relevant subsidiary in the same way in its
consolidated and separate financial statements (or to only provide separate financial statements if all
subsidiaries are unconsolidated). The amendment is applicable to annual periods beginning on or after 1
January 2014.

IFRIC 21 Levies

Provides guidance on when to recognise a liability for a levy imposed by a government, both for levies
that are accounted for in accordance with IAS 37 Provisions, Contingent Liabilities and Contingent
Assets and those where the timing and amount of the levy is certain. The liability is recognised
progressively if the obligating event occurs over a period of time. If an obligation is triggered on reaching
a minimum threshold, the liability is recognised when that minimum threshold is reached. The
amendment is applicable to annual periods beginning on or after 1 January 2014.

Summary of significant accounting policies

Foreign currencies

Foreign currency transactions

Transactions in foreign currencies are recorded in Nigerian Naira at the rates of exchange prevailing at
the date of the transaction. Monetary items denominated in foreign currencies are retranslated at the
exchange rates applying at the reporting date. Nonmonetary items carried at fair value that are
denominated in foreign currencies are retranslated at the rates prevailing at the date when the fair value
was determined.

Non-monetary items that are measured in terms of historical cost in a foreign currency are not
retranslated. Exchange differences are recognized in profit or loss in the period in which they arise

Exchange differences on foreign currency borrowings which are regarded as adjustments to interest
costs, where those interest costs qualify for capitalization to assets under construction.

Exchange differences on transactions entered into to hedge foreign currency risks.

Exchange differences on loans to or from a foreign operation for which settlement is neither planned nor
likely to occur and therefore forms part of the net investment in the foreign operation, which are
recognized initially in other comprehensive income and reclassified from equity to profit or loss on
disposal or partial disposal of the net investment.

Financial instruments

Financial instruments carried at the statement of financial position date include the loans and
receivables, cash and cash equivalents and borrowings. Financial instruments are recognised initially at
fair value plus, for instruments not at fair value through profit or loss, any directly attributable transaction
costs. The various classifications of financial instruments, their measurement subsequent to initial
recognition, reclassifications and derecognition are stated as follows:

Financial assets

Non-derivative financial assets

The Company initially recognises loans and receivables and deposits on the date that they are
originated. All other financial assets (including assets designated at fair value through profit or loss) are
recognised initially on the trade date at which the Company becomes a party to the contractual
provisions of the instrument.



CAPITAL HOTELS PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

5.3.2

533

5.3.4

5.4

The Company derecognises a financial asset when the contractual rights to the cash flows from the
asset expire, or it transfers the rights to receive the contractual cash flows on the financial asset in a
transaction in which substantially all the risks and rewards of ownership of the financial asset are
transferred. Any interest in transferred financial assets that is created or retained by the Company is
recognised as a separate asset or liability.

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

The Company has loans and receivables as its non-derivative financial assets.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments that are not quoted in an
active market. Such assets are recognised initially at fair value plus any directly attributable transaction
costs. Subsequent to initial recognition loans and receivables are measured at amortised cost using the
effective interest method, less any impairment losses. Loans and receivables comprise trade and other
receivables.

Cash and cash equivalents

Cash and cash equivalents comprise cash balances and call deposits with original maturities of three
months or less. Bank overdrafts that are repayable on demand and form an integral part of the
Company’s cash management are included as a component of cash and cash equivalents for the
purpose of the statement of cash flows.

Non-derivative financial liabilities

The Company initially recognises debt securities issued and subordinated liabilities on the date that they
are originated. All other financial liabilities (including liabilities designated at fair value through profit or
loss) are recognised initially on the trade date at which the Company becomes a party to the contractual
provisions of the instrument.

The Company derecognises a financial liability when its contractual obligations are discharged or
cancelled or expires. Financial assets and liabilities are offset and the net amount presented in the
statement of financial position when, and only when, the Company has a legal right to offset the amounts
and intends either to settle on a net basis or to realise the asset and settle the liability simultaneously.

The Company has the following non-derivative financial liabilities: loans, bank overdrafts, trade and other
payables.

Such financial liabilities are recognised initially at fair value plus any directly attributable transaction
costs. Subsequent to initial recognition these financial liabilities are measured at amortised cost using
the effective interest method.

Equity instruments

Equity instruments issued by the Company are recorded at the value of proceeds received, net of costs
directly attributable to the issue of the instruments. Shares are classified as equity when there is no
obligation to transfer cash or other assets. Incremental costs directly attributable to the issue of equity
instruments are shown in equity as a deduction from the proceeds, net of tax.

10



CAPITAL HOTELS PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

55
55.1

55.2

Where any Company purchases the Company’s equity share capital (treasury shares), the consideration
paid, including any directly attributable incremental costs (net of income taxes), is deducted from equity
attributable to the Company’s equity holders. Where such shares are subsequently sold, reissued or
otherwise disposed of, any consideration received is included in equity attributable to the Company’s
equity holders, net of any directly attributable incremental transaction costs and the related income tax
effects.

Property, plant and equipment

Recognition and measurement

All property, plant and equipment are stated at cost less accumulated depreciation less accumulated
impairment losses. Historical cost includes expenditure that is directly attributable to the acquisition of
the items. Cost may also include transfers from equity of any gains/losses on qualifying cash flow
hedges of foreign currency purchases of property, plant and equipment.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The cost of self-
constructed assets includes the cost of materials and direct labour, any other costs directly attributable to
bringing the assets to a working condition for their intended use, and borrowing costs on qualifying
assets for which the commencement date for capitalisation is on or after 1 January, 2011.

Purchased software that is integral to the functionality of the related equipment is capitalized as part of
that equipment.

When parts of an item of property, plant and equipment have different useful lives, they are accounted
for as separate items (major components) of property, plant and equipment.

Gains and losses on disposal of an item of property, plant and equipment are determined by comparing
the proceeds from disposal with the carrying amount of property, plant and equipment, and are
recognised net within other income in profit or loss.

Subsequent costs

The cost of replacing a part of an item of property, plant and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embodied within the part will flow to
the Company, and its cost can be measured reliably. The carrying amount of the replaced part is
derecognised. The costs of the day-to-day servicing of property, plant and equipment are recognised in
profit or loss as incurred.

Depreciation is calculated over the depreciable amount, which is the cost of an asset, or other amount
substituted for cost, less its residual value.

Depreciation is recognised in profit or loss on a straight-line basis over the estimated useful lives of each
part of an item of property, plant and equipment, since this most closely reflects the expected pattern of
consumption of the future economic benefits embodied in the asset.

The estimated useful lives for the current and comparative periods are as follows:

Land - Nil
Building - 2',%
Motor vehicles - 25%
Plant and Machinery - 15%
Furniture, fittings and equipment - 15%

Land is not depreciated

Depreciation methods, useful lives and residual values are reviewed at each financial year-end and
adjusted if appropriate.

11



CAPITAL HOTELS PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

5.5.3

5.6

5.7
57.1

5.7.2

5.7.3

5.8
5.8.1

Derecognition of property, plant and equipment

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount.
These are included in the income statement in operating income. When revalued assets are sold, the
amounts included in the revaluation surplus are transferred to retained earnings.

Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of inventories is based
on the weighted average principle, and includes expenditure incurred in acquiring the inventories,
production or conversion costs and other costs incurred in bringing them to their existing location and
condition.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated
costs of completion and selling expenses.

Intangible assets

Other intangible assets

Other intangible assets that are acquired by the Company and have finite useful lives are measured at
cost less accumulated amortisation and accumulated impairment losses.

Subsequent expenditure

Subsequent expenditure is capitalised only when it increases the future economic benefits embodied in
the specific asset to which it relates. All other expenditure, including expenditure on internally generated
goodwill and brands, is recognised in profit or loss as incurred.

Amortisation
Amortisation is calculated over the cost of the asset, or other amount substituted for cost, less its

Amortisation is recognised in profit or loss on a straight-line basis over the estimated useful lives of
intangible assets, other than goodwill, from the date that they are available for use, since this most
closely reflects the expected pattern of consumption of the future economic benefits embodied in the
asset.

The estimated useful lives for the current and comparative periods are as follows:

Item

Computer software 10%

Amortisation methods, useful lives and residual values are reviewed at each financial year-end and
adjusted if appropriate.

Impairment

Financial assets (these include receivables)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to
determine whether there is objective evidence that it is impaired. A financial asset is impaired if objective
evidence indicates that a loss event has occurred after the initial recognition of the asset, and that the
loss event had a negative effect on the estimated future cash flows of that asset that can be estimated
reliably.

Objective evidence that financial assets (including equity securities) are impaired can include default by
a debtor, restructuring of an amount due to the Company on terms that the Company would not consider
otherwise favourable, indications that a debtor or issuer will enter bankruptcy, or the disappearance of an
active market for a security. In addition, for an investment in an equity security, a significant or prolonged
decline in its fair value below its cost is objective evidence of impairment.

12



CAPITAL HOTELS PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

5.8.2

5.8.3

The Company considers evidence of impairment for receivables at both a specific asset and collective
level. All individually significant receivables are assessed for specific impairment. All individually
significant receivables found not to be specifically impaired are then collectively assessed for any
impairment that has been incurred but not yet identified. Receivables that are not individually significant
are collectively assessed for impairment by grouping together receivables with similar risk
characteristics.

In assessing collective impairment the Company uses historical trends of the probability of default, timing
of recoveries and the amount of loss incurred, adjusted for management’s judgment as to whether
current economic and credit conditions are such that the actual losses are likely to be greater or less
than suggested by historical trends.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the
difference between its carrying amount and the present value of the estimated future cash flows
discounted at the asset’s original effective interest rate. Losses are recognised in profit or loss and
reflected in an allowance account against receivables. Interest on the impaired asset continues to be
recognised through the unwinding of the discount. When a subsequent event causes the amount of
impairment loss to decrease, the decrease in impairment loss is reversed through profit or loss.

Non-financial assets

The carrying amounts of the Company’s non-financial assets, investment property, inventories and
deferred tax 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 group of assets (the “cash-generating unit, or CGU.)
The Company’s corporate assets do not generate separate cash inflows. If there is an indication that a
corporate asset may be impaired, then the recoverable amount is determined for the CGU to which the
corporate asset belongs.

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 (Company of units) on a pro rata
basis.

Reversals

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.
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5.9
59.1

5.9.2

5.9.3

5.10

5.10.1

Employee benefits

Defined benefits plan

A defined benefit plan is a post-employment benefit plan other than a defined contribution plan. The
Company’s net obligation in respect of defined benefit post-retirement plans is calculated separately for
each plan by estimating the amount of future benefit that employees have earned in return for their
service in the current and prior periods; that benefit is discounted to determine its present value and any
unrecognised past service costs and the fair value of any plan assets are deducted. The discount rate is
the yield at the reporting date on government bonds that have maturity dates approximating the terms of
the Company’s obligations and that are denominated in the same currency in which the benefits are
expected to be paid. The calculation is performed annually by a qualified actuary using the projected unit
credit method. When the calculation results in a benefit to the Company, the recognised asset (excess of
plan assets over defined benefit obligation) is limited to the total of any unrecognised past service costs
and the present value of economic benefits available in the form of any future refunds from the plan or
reductions in future contributions to the plan. In order to calculate the present value of economic
benefits, consideration is given to any minimum funding requirements that apply to any plan in the
Company. An economic benefit is available to the Company if it is realisable during the life of the plan, or
on settlement of the plan liabilities. When the benefits of a plan are improved, the portion of the
increased benefit related to past service by employees is recognised in income statement on a straight-
line basis over the average period until the benefits become vested. To the extent that the benefits vest
immediately, the expense is recognised immediately in income statement.

Pension fund scheme

In accordance with the provisions of the Pension Reform Act, 2004, the Company has instituted a
Contributory Pension Scheme for its employees, where both the employees and the Company contribute
7.5% of the employee emoluments (basic salary, housing and transport allowances). The Company’s
contribution under the scheme is charged to the income statement while employee contributions are
funded through payroll deductions.

Terminal benefit

Terminal benefits are recognised as an expense when the Company is committed demonstrably, without
realistic possibility of withdrawal, to a formal detailed plan to either terminate employment before the
normal retirement date, or to provide termination benefits as a result of an offer made to encourage
voluntary redundancy. Termination benefits for voluntary redundancies are recognised as an expense if
the Company has made an offer of voluntary redundancy, it is probable that the offer will be accepted,
and the number of acceptances can be estimated reliably. If benefits are payable more than 12 months
after the reporting period, then they are discounted to their present value.

Provisions

Provisions are recognised if, as a result of a past event, the Company has a present legal or constructive
obligation that can be estimated reliably, 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 current market assessments of the time value of money and the risks
specific to the liability. The unwinding of the discount is recognised as finance cost.

Restructuring

A provision for restructuring is recognised when the Company has approved a detailed and formal
restructuring plan, and the restructuring either has commenced or has been announced publicly. Future
operating losses are not provided for.
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511

5.12

Segment reporting

An operating segment is a component of the Company that engages in business activities from which it
may earn revenues and incur expenses, including revenues and expenses that relate to transactions
with any of the Company’s other components. All operating segments’ operating results are reviewed
regularly by the Company’s COO to make decisions about resources to be allocated to the segment and
assess its performance, and for which discrete financial information is available.

Segment results that are reported to the COO include items directly attributable to a segment as well as
those that can be allocated on a reasonable basis.

The Company has three operating segments, summarised as follows:

Rooms: This includes the sale of rooms and rent of office space
Food and beverage: This includes the sale of rooms and rent of office space
Other services: This include the services of other minor operating departments that

individually the reported revenue is below 10% of the combined revenue of
all operating segments and are similar in the class of customers for their

services.
2013 2012
N'000 N'000
Revenue
Rooms 2,375,336 2,289,401
Food and beverage 1,955,662 1,740,998
Other services 328,932 288,443
4,659,930 4,318,842
Cost of sales
Rooms 514,499 466,352
Food and beverage 1,525,658 1,164,923
Other services 1,410,120 1,300,372
3,450,277 2,931,647
Gross profit 1,209,653 1,387,195
Gross profit margin (%) 26 32

There is no disclosure of depreciation and assets per operating segment because the assets of the
Company are not directly related to a particular segment.

Revenue recognition

Revenue is recognised when persuasive evidence exists, usually in the form of an executed sales
agreement, that the significant risks and rewards of ownership have been transferred to the buyer,
recovery of the consideration is probable, the associated costs and possible return of goods can be
estimated reliably, there is no continuing management involvement with the goods, and the amount of
revenue can be measured reliably. If it is probable that discounts will be granted and the amount can be
measured reliably, then the discount is recognised as a reduction of revenue as the sales are
recognised.
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512.1

5.12.2

5.12.3

5.12.4

5.13
5.13.1

5.13.2

The timing of the transfers of risks and rewards varies depending on the individual terms of the contract
of sale. When two or more revenue generating activities or deliverables are sold under a single
arrangement, each deliverable that is considered to be a separate unit of account is accounted for
separately. The allocation of consideration from a revenue arrangement to its separate units of account
is based on the relative fair values of each unit. If the fair value of the delivered item is not reliably
measurable, then revenue is allocated based on the difference between the total arrangement
consideration and the fair value of the undelivered item.

Sale of services
Revenue from services is recognised in the period when the service is completed and collectability of the
related receivables is reasonably assured.

Hotel and restaurant revenues are recognized when the rooms are occupied and the services are
rendered. Deferred revenue consisting of deposits paid in advance is recognized as revenue when the
services are rendered. Revenues under management contracts are recognized based upon the
attainment of certain financial results, primarily revenue and operating earnings, in each contract as
defined.

Full revenue is recognised (usually one night’'s room charge plus tax) on customers deposit made on
room reservation in which reservation was not cancelled within the allotted cancellation period/policy;
while 40% of customers’ deposit is recognised as revenue on banquette booking in which the reservation
was not cancelled two weeks to the date of the event.

Interest on investment
Interest on investment is recognised on accrual basis when the right to receive payment is established.

Dividend
Dividend from investment is recognised on accrual basis when the right to receive payment is
established.

Rental income
Rental income from shops, etc is recognized in profit or loss on a straight-line basis over the term of the
rent.

Taxation

Income tax

Income tax expense is the aggregate of the charge to the profit and loss account in respect of current
income tax, education tax and deferred income/capital gains tax. The tax currently payable is based on
taxable profit for the year. Taxable profit differs from profit as reported in the Income Statement because
it excludes items of income or expense that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. The Company’s liability for current tax is calculated
using tax rates that have been enacted or substantively enacted by the statement of financial position
date.

Deferred tax

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying
amounts of assets and liabilities in the financial statements and the corresponding tax bases used in the
computation of taxable profit, and is accounted for using the statement of financial position liability
method. Deferred tax liabilities are generally recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that it is probable that taxable profits will be available
against which deductible temporary differences can be utilised.

Such assets and liabilities are not recognised if the temporary difference arises from the initial
recognition of goodwill or from the initial recognition of other assets and liabilities in a transaction that
affects neither the tax profit nor the accounting profit.
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5.13.3

5.13.4

5.14
5141

5.14.2

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in
subsidiaries, except where the Company is able to control the reversal of the temporary differences and
it is probable that the temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each statement of financial position date and
reduced to the extent that it is no longer probable that sufficient taxable profits will be available to allow
all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is
settled or the asset realised based on tax laws and rates that have been enacted at the statement of
financial position date. Deferred tax is charged or credited to the Consolidated Income Statement, except
when it relates to items charged or credited directly to equity, via the Consolidated Statement of
Comprehensive Income in which case the deferred tax is also dealt with in equity.

Deferred tax assets and deferred tax liabilities are offset when there is a legally enforceable right to set
off current tax assets against current tax liabilities and when they relate to income taxes levied by the
same taxation authority and the Company intends to settle its current tax assets and liabilities on a net
basis.

Value added tax
Non-recoverable VAT paid in respect of an expense is expensed. Non-recoverable VAT paid in respect
of an item of fixed assets is capitalized as part of the cost of the fixed asset.

The net amount owing to or due from the tax authority is included in creditors or debtors.

Withholding tax

The withholding tax credit is used as set-off against income tax payable.

Withholding tax credit which is considered irrecoverable is written-off as part of the tax charge for the
year.

Finance income and finance costs

Finance income

Finance income comprises interest income on funds invested (including available-for-sale financial
assets), dividend income, gains on the disposal of available-for-sale financial assets, changes in the fair
value of financial assets at fair value through profit or loss, and gains on hedging instruments that are
recognized in profit or loss. Interest income is recognized as it accrues in profit or loss, using the
effective interest method. Dividend income is recognized in profit or loss on the date that the Company’s
right to receive payment is established, which in the case of quoted securities is the ex-dividend date.

Finance costs

Finance costs comprise interest expense on borrowings, unwinding of the discount on provisions,
dividends on preference shares classified as liabilities, changes in the fair value of financial assets at fair
value through profit or loss, impairment losses recognized on financial assets, and losses on hedging
instruments that are recognized in profit or loss. Borrowing costs that are not directly attributable to the
acquisition, construction or production of a qualifying asset are recognized in profit or loss using the
effective interest method.
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5.15

Earnings per share

The Company presents basic and diluted earnings per share (EPS) data for its common shares. Basic EPS
is calculated by dividing the profit or loss attributable to common shareholders of the Company by the
weighted average number of common shares outstanding during the period, adjusted for own shares held.
Diluted EPS is determined by adjusting the profit or loss attributable to common shareholders and the
weighted average number of common shares outstanding, adjusted for own shares held, for the effects of
all dilutive potential common shares, which comprise convertible notes and share options granted to
employees.

2013 2012
N'000 N'000
Profit after taxation 167,324 357,512
Number of shares 1,548,780 1,548,780
Earnings per share (Kobo):
- Basic 10.80 23.08
- Diluted 10.80 23.08

Information on financial risks

The Board of Directors at the apex exercise and assume ultimate authority and responsibility for the
corporate risk management. The Risk Management Board Committee is responsible for oversight and
approval of risk policies.

The Board of Directors has overall responsibility for the establishment and oversight of the Company’s risk
management framework. The Board has established the Risk Management Committee, which is
responsible for developing and monitoring the Company’s risk management policies. The Committee
reports quarterly to the Board of Directors on its activities.

The Company’s risk management policies are established to identify and analyze the risks faced by the
Company, 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
Company’s activities. Capital Hotels Plc., through its training and management standards and procedures,
aims to develop a disciplined and constructive control environment in which all employees understand their
roles and obligations.

The Company has exposure to the following risks:
Strategic risk

Credit risk

Financial risk

Operational risk
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6.1

6.2

Strategic risk

This specifically focuses on the economic environment, the products offered and the market. The strategic
risks arise from a company's ability to make appropriate decisions or implement appropriate business
plans, strategies, decision making , resource allocation and its inability to adapt to changes in its business
environment.

Capital Management Policies, Objectives and Approach
The following capital management objectives, policies and approach to managing the risks which affect its
capital position are adopted by the Company.

e To maintain the required level of financial stability thereby providing a degree of security to stakeholders.

To allocate capital efficiently and support the development of business by ensuring that returns on capital
employed meet the requirements of its capital providers and of its shareholders.

® To retain financial flexibility by maintaining strong liquidity and access to a range of capital markets.

® To align the profile of assets and liabilities taking account of risks inherent in the business.

e To maintain financial strength to support new business growth and to satisfy the requirements of the
contributors, regulators and stakeholders.

Capital Hotels Plc.'s operations are also subject to regulatory requirements within Nigeria where it operates.

Approach to capital management

The Company seeks to optimise the structure and sources of capital to ensure that it consistently
maximises returns to the shareholders and customers.

The Company's approach to managing capital involves managing assets, liabilities and risks in a
coordinated way, assessing shortfalls between reported and required capital level on a regular basis .

The Company's primary source of capital used is equity shareholders’ funds.

Credit risk

Credit risk is the risk of financial loss to the Company if a customer or counterparty to a financial instrument
fails to meet its contractual obligations. Credit risk arises from loans and receivables, accounts receivables
(excluding prepayments and VAT), and cash and cash equivalent.

Exposure to credit risk is monitored on an ongoing basis, with credit checks performed on all clients
requiring credit over certain amounts. Credit is authorized beyond the credit limits established where
appropriate. Credit granted is subject to regular review, to ensure it remains consistent with the client’s
creditworthiness and appropriate to the anticipated volume of business.

The maximum credit risk to which the Company is exposed is summarised below:

2013 2012

N'000 N'000
Cash and cash equivalent 2,277,354 1,937,608
Trade and other receivables 509,526 911,570
Other current assets 177,081 265,784

2,963,961 3,114,962
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6.3

6.4

Operational risk

Operational risk is the risk of direct or indirect loss arising from a wide variety of causes associated with the
company’s processes, personnel, technology and infrastructure, and from external factors other than credit,
market and liquidity risks such as those arising from legal and regulatory requirements and generally
accepted standards of corporate behaviour. Operational risks arise from all of the Company’s operations.

The Company’s objective is to manage operational risk so as to balance the avoidance of financial losses
and damage to the company’s reputation with overall cost effectiveness and to avoid control procedures
that restrict initiative and creativity.

The primary responsibility for the development and implementation of controls to address operational risk is
assigned to senior management within each unit. This responsibility is supported by the development of
operational standards for the management of operational risk in the following areas:

- requirements for appropriate segregation of duties, including independent authorisation of transactions
- requirements for the reconciliation and monitoring of transactions

- compliance with regulatory and other legal requirements

- documentation of controls and procedures

- training and professional development

- ethical and business standards

Financial risk
The Company has exposure to the following risks from financial instruments:

Liquidity risks

Market risks

Liquidity risk

Liquidity risk is the risk that the company will not be able to meet its financial obligations as they fall due.

The Company’s approach to managing liquidity is to ensure as far as possible, that it will always have
sufficient liquidity to meet its liabilities when due, under both normal and stressed conditions, without
incurring unacceptable losses or risking damage to the company’s reputation.

The Company finances its operations through cash generated by the business and short-term investments
with a range of maturity dates. In this way, the Company ensures that it is not overly reliant on any particular
liquidity sources.

Liquidity risk faced by the Company is mitigated by having diverse sources of finance available to it and by
maintaining substantial unutilized banking facilities and reserve borrowing capacity (where necessary).

Contractual maturity analysis for financial liabilities:

At 31 December 2013

Financial liabilities Due or due
L Due after
within one Total
one year
year
N'000 N'000 N'000
Trade and other payables 544,651 - 544,651
Employee benefits - 1,531,008 1,531,008

544,651 1,531,008 2,075,659

Market risk

20



CAPITAL HOTELS PLC

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2013

This is the risk that changes in market prices, such as foreign exchange rates, interest rates and equity
prices will affect the income or value of its holdings of financial instruments.

Foreign currency risk

The Company is exposed to transactional currency risk on sale and purchases that are denominated in a
currency other than the functional currency. This exposure is managed through a domiciliary account
maintained to effect transactions denominated in foreign currencies.

Included in the Statement of Financial Position are the following amounts denominated in currencies other
than the functional currency of the Company

2013 2012
N'000 N'000
Financial assets
US Dollars 7,455 7,923
Euro 19 -
British Pound Sterling 42 20

Foreign currency sensitivity

A 10% strengthening in the Naira against the above foreign currency assets at 31 December 2013 would
increase profit before tax by the amounts shown below. This analysis assumes that all others variables
such as interest rate remain constant.

2013 2012
N'000 N'000
Increase in profit before tax 117,171 123,526

A 10% weakening in the Naira against the above foreign currencies asset at 31 December 2013 would
have an equal but opposite effect to the amounts shown above, on the basis that all other variables remain
constant.

Price risk

The Company is exposed to variability in the prices of commodities used in running its operations especially
those relating to food and beverages and housekeeping functions. Commodity price risk is managed within
minimum and maximum guardrails principally through multi-year fixed price contract with suppliers. In
addition, the Purchase Committee of the Board meets regularly to review the prices of items and probable
suppliers before granting approval, thus ensuring that items to be purchased are sourced from reliable
supplier’s at the most competitive prices.

7. Fair value determination
Fair value is the amount at which an asset or liability is exchanged between knowledgeable willing parties in
an arms length transaction.

The carrying values of the company's financial assets and liabilities are a reasonable approximation of fair
values as at the applicable reporting periods.

Fair values of equity securities with active markets were derived with reference to their markets prices as
at the reporting period.
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7.1

7.2

Financial instruments and fair values

As explained in Note 3.2, financial assets and liabilities have been classified into categories that determine
their basis of measurement and, for items measured at fair value, such changes in fair value are
recognized in the statement of comprehensive income either through the income statement or other
comprehensive income. For items measured at amortised cost, changes in value are recognised in the
income statement of the statement of comprehensive income.

Fair Amortised Carrying
value cost amount
Notes N'000 N'000 N'000
At 31 December 2013
Assets
Cash and cash equivalents - 2,277,354 2,277,354
Trade and other receivables - 509,526 509,526
Other current assets - 177,081 177,081
- 2,963,961 2,963,961
Liabilities
Accounts payable and accrual - 544,651 544,651
Post employee benefits 1,531,008 - 1,531,008
1,531,008 544,651 2,075,659
At 31 December 2012
Assets
Cash and cash equivalents - 1,937,608 1,937,608
Trade and other receivables - 911,570 911,570
Other assets - 265,784 265,784
- 3,114,962 3,114,962
Liabilities
Accounts payable and accrual - 546,254 546,254
Post employee benefits 2,089,033 - 2,089,033
2,089,033 546,254 2,635,287

Fair valuation methods and assumptions
Cash and cash equivalents, trade receivables, accounts payables are assumed to approximate their
carrying amounts due to the short-term nature of these financial instruments

The fair value of publicly traded financial instruments is generally based on quoted market prices, with
unrealised gains in a separate component of equity at the end of the reporting year.

Fair value measurements recognised in the statement of financial position
Financial instruments that are measured subsequent to initial recognition at fair value, are grouped into
levels 1 to 3 based on the degree to which the fair value is observable.

Level 1: fair value measurements are those derived from quoted prices (unadjusted) in active markets for
identical assets or liabilities.

Level 2: for equity securities not listed on an active market and for which observable market data exist that
the company can use in order to estimate the fair value;

Level 3: fair value measurements are those derived from valuation techniques that include inputs for the
asset or liability that are not based on observable market data (unobservable inputs).
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8. Property, plant and equipment
Furniture,
Land  Building . aMand  gingsang  Motor Total
machinery . vehicle
equipment
N'000 N'000 N'000 N'000 N'000 N'000
Cost
At 1 January 321,910 585,668 1,459,696 2,176,151 180,921 4,724,346
Additions during the year 34,482 47,912 184,842 166,554 28,250 462,040
At 31 December 356,392 633,580 1,644,538 2,342,705 209,171 5,186,386
Depreciation
At 1 January - 202,003 1,031,240 1,899,942 170,432 3,303,617
Charged during the year - 15,045 142,843 85,180 12,264 255,332
At 31 December - 217,048 1,174,083 1,985,122 182,696 3,558,949
Carrying amount:
At 31 December 2013 356,392 416,532 470,455 357,583 26,475 1,627,437
At 31 December 2012 321,910 383,665 428,456 276,209 10,489 1,420,729
9. Capital work in progress
Furniture,
Building fittings and Total
equipment
N'000 N'000 N'000
At 1 January 90,738 373,377 464,115
Impairment loss - (93,344) (93,344)
At 31 December 2013 90,738 280,033 370,771

Capital work in progress relates to the status of work on the Cabana Diplomatic Suites, a design of 17 units of
Diplomatic Suites comprising 4 bays en-suite.

Evidence of impairment loss on the capital work in progress is as a result discontinuation of work on the
diplomatic suites for more than six years.

The directors are of the view that the carrying amount is not below the recoverable amount.

2013 2012
N'000 N'000
10. Intangible assets
Computer software
Cost
At 1 January 8,976 -
Additions in the year - 8,976
At 31 December 8,976 8,976
Amortisation
At 1 January 898 -
Charge for the year 898 898
At 31 December 1,796 898
Carrying amount 7,180 8,078
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2013 2012
N'000 N'000
11. Loans and other receivables
At 1 January 1,210,057 1,002,385
Additions in the year - 180,000
Interest received (19,140) (12,328)
Interest receivable 40,000 40,000
At 31 December 1,230,917 1,210,057
Current portion 230,917 210,057
Non-current portion 1,000,000 1,000,000
Loans and other receivables represents loans and advances to lkeja
Hotel Plc.
The non current portion of loans and other receivables is at an
interest rate of 2% p.a. above the deposit rate currently enjoyed by
the Hotel and is secured by a negative pledge on the Borrowers
property situate at 30 Mobolaji Bank Anthony Way, Ikeja Lagos which
negative pledge shall rank pari passu with other lenders.
Based on the terms of loans and other receivables, these were not
measured at amortised cost as it was impracticable to do so.
12. Inventories
Food and beverage 46,166 65,837
Maintenance supplies 70,525 82,573
Office supplies 10,342 12,239
Operating equipment 41,425 34,183
General stores 24,593 23,554
193,051 218,386
13. Trade and other receivables
Trade receivables (Note 13.1) 374,632 769,717
Impairment allowance (Note 13.2) (138,123) (119,644)
236,509 650,073
Other receivables (Note 13.3) 273,017 261,497
509,526 911,570

Other receivables are expected to be recoverable.

13.1 Analysis of trade receivables

The Company allows an average debtors period of 30 days after invoice date. It is the Company's
policy to assess trade receivables for recoverability on an individual basis and to make provision
where it is considered necessary. In assessing recoverability the Company takes into account any
indicators of impairment up until the reporting date. The application of this policy generally results in
debts between 31 and 60 days not being provided for unless individual circumstances indicate that a
debt is impaired. While 50% and 100% provision is made for debtors balances between 61 and 90
days and above 90 days respectively.
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Trade receivables that are fully performing are made up of 37% of debtors’balances (2012: 23%). The
largest individual debtor corresponds to 12% of the total balance (2012 : 6%%). Historically these
debtors have always paid balances when due, unless the balance or the quality of services delivered is
disputed. The average age of these debtors is 29 days (2012 : 65 days). No debtors’ balances have
been renegotiated during the year or in the prior year.

The ageing of trade receivables at the reporting date was:

2013 2012
Gross Impairment Gross Impairment
allowance allowance
N'000 N'000 N'000 N'000
Fully performing 137,071 - 179,980 -
Past due by 1 - 30 days 52,105 - 96,975 -
Past due by 31 - 60 days 22,451 732 92,408 -
Past due by 61 - 90 days 18,453 1,439 43,202 -
Past due by 91 - 120 days 14,708 11,439 54,269 -
Past due by more than 90 days 129,844 124,513 302,883 119,644
374,632 138,123 769,717 119,644

At 31 December 2013, the Company has recognised an impairment allowance of N133 million (2012:
N69 million) and an impairment loss of N115 million (2012: N24 million) for the impairment of its trade
receivables. The creation and usage of the provision for impaired receivables has been included in
administration and general expenses in the income statement.

2013 2012
N'000 N'000
13.2 Impairment allowance on trade receivables
At 1 January 119,644 73,866
Charged in the year 133,487 69,803
Impaired (115,008) (24,025)
At 31 December 138,123 119,644
13.3 Other receivables
Advances to suppliers 224,096 183,666
Advances to staff 42,123 76,117
Insurance claim receivable 3,037 -
Others 3,761 1,714
273,017 261,497
14. Other current assets
Prepayments 53,868 57,793
Withholding tax receivable 123,213 92,753
SAH/CHP current account - 115,238
177,081 265,784
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2013 2012
N'000 N'000
15. Cash and cash equivalents
Cash in hand 3,300 4,846
Cash at bank 239,094 228,863
242,395 233,709
Time deposits 2,034,959 1,703,899

2,277,354 1,937,608

Time deposits relates to tenured placement with Nigerian banks at varying interest
rates.

16.  Accounts payable and accrual

Financial instruments

Accounts payables 106,895 122,434
Dividend payable (Note 16.1) 830 830
Accrued expenses 126,087 109,875
Other payables (Note 16.2) 119,055 56,893
352,867 290,032
Non financial instruments
Deposits from guests 182,340 247,241
VAT payable 9,444 8,982
544,651 546,254

The fair value of accounts payable and accruals approximate their carrying value.

16.1 Dividend payable

At 1 January 830 332
Declared during the year - 108,415
Payment during the year - (107,917)
At 31 December 830 830

16.2 Other payables

SAH/CHP current account (Note 16.2.1) 75,411 -

Service charge payable 25,957 25,821

Others 17,687 31,071
119,055 56,893

16.2.1 SAH/CHP current account represents the current account balance between The
Company and the Operators of the Hotel.

17. Due to CHP Hospitality and Tourism Limited 625,254 625,254

18. Current taxation payable

At 1 January 236,988 286,737
Payment in the year (177,184) (225,740)
Charge for the year (Note 18.1) 136,895 175,991
At 31 December 196,699 236,988
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18.1

19.

19.1

19.2

2013 2012
N'000 N'000

Current tax expense
Income tax 121,654 160,291
Education tax 15,241 15,701
Current tax 136,895 175,992
Deferred taxation 22,976 (55,898)
Income statement 159,871 120,094
The charge for taxation has been computed in accordance with the provisions of the
Companies Income Tax Act, CAP C21, LFN 2004 and the Education Tax Act, CAP
E4, LFN 2004 as amended.
The charge for education tax is based on the provisions of the Education Tax Act,
CAP E4, LFN 2004.
Deferred taxation
At 1 January 195,976 251,874
Charge/(write back) in the year (Note 19.1) 22,976 (55,898)
At 31 December 218,952 195,976
Deferred tax assets and liabilities
Reconciliation of deferred tax assets and liabilities
Deferred tax assets and liabilities are attributable to the following:

2013 2012 2013 2012 2013 2012

N’000 N’000 N’000 N’000 N’000 N’000
Property, plant and equipment 243,462 219,341 - - 243,462 219,341
Provisions - - (27,905)  (20,941) (27,905) (20,941)
Exchange loss/gain 3,395 - - (2,424) 3,395 (2,424)
Tax liability carry forwards 246,857 219,341 (27,905)  (23,365) 218,952 195,976
Tax liability brought forwards - - - - (195,976) (251,874)
Deferred tax liability/(asset) - - - - 22,976 (55,898)

The Company has adopted the International Accounting Standard 12 - Income taxes, deferred taxation, which is

computed using the liability method.

2013 2012
N'000 N'000
Reconciliation of effective tax rate
The tax expense for the year is reconciled to the profit for the year as follows:
Profit before tax 327,195 477,606
Tax @ 30% 98,159 143,282
Add deductible items 130,451 92,197
Capital allowance (106,955) (75,222)
Education tax 15,241 15,735
Deferred tax effect 22,976 (55,898)
Tax expense for the year 159,871 120,094
Profit after tax 167,324 357,512
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19.3

20.

2013 2012

N'000 N'000
The tax rate is reconciled to the effective tax rate as follows:
Tax rate 30 30
Deductible items 40 20
Balancing charge - -
Capital allowance (33) (16)
Education tax 5 3
Deferred tax effect 7 1
Total effective tax rate 49 38
Employee benefits
At 1 January 2,089,033 2,046,884
Current service cost 135,434 132,910
Past service cost - (324,374)
Interest cost - 279,143
Net interest on net defined benefit liability/ Interest cost 232,116 -
Payments in the year (580,336) (371,832)
Actuarial (gain)/loss (345,239) 326,302

1,531,008 2,089,033

With effect from 31 December 2011, the Company capped the post employment benefits as follows:

members with less than 15 years of service will only receive a maximum benefit of 300 weeks of their
annual gross earnings on retirement or exit from the Scheme

members who have more than 15 years of service will only receive a maximum benefit of 357 weeks
of their annual gross earnings on retirement or exit from the Scheme

Sensitivity analysis

The value of the results above are based on a number of assumptions. The value of the liability could
be turn out to be overstated or understated, depending on the extent to which actual experience
experience differs from the assumptions adopted.

the discount rate assumption on the defined benefit obligation by adding and subtracting 1% to the
discount rate, and

Discount rate

Main result +1% -1%
N'000 N'000 N'000
Defined benefit obligation 1,531,008 1,405,602 1,672,792
Change -8.20% 9.30%

the salary increase assumption on the defined benefit obligation by adjusting the salary increase rate
by 1%
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21.

21.1

21.2

22.

23.

24.

Salary increase rate Main result +1% -1%
N'000 N'000 N'000

Defined benefit obligation 1,531,008 1,673,609 1,402,811

Change 9.30% (8.20%)

the mortality assumption on the defined benefit obligation by increasing and decreasing the pre
retirement age rating by 1 year

Mortality improvement Main result +1% -1%
N'000 N'000 N'000

Defined benefit obligation 1,531,008 1,531,447 1,530,605

Change 0.03% (0.03%)

The actuary valuation of post employment benefits was carried out by Alexander Forbes Consulting
Actuaries Nigeria Limited.

2013 2012
N'000 N'000
Share capital
Authorised
1,600,000,000 ordinary shares of 50k each 800,000 800,000
Issued and fully paid
1,548,780,000 ordinary shares of 50k each 774,390 774,390
Retained earnings
At 1 January 1,941,178 2,018,383
Dividend declared during the year - (108,415)
Transferred from profit or loss account 512,563 31,210
At 31 December 2,453,741 1,941,178
Other income
Gain on currency translation 11,316 -
Sundry receipts 16,273 3,729
27,589 3,729
Finance income
Interest on loan 41,278 51,699

Interest on loan relates to income earned on loan to Ikeja Hotel Plc.
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25.

26.

26.1

26.2

2013 2012
N'000 N'000
Administration and general expenses
Directors fees 1,305 2,300
Directors expenses 31,439 27,567
Management service charge - 220,233
Depreciation of property, plant and equipment 255,332 232,056
Employee costs 52,517 48,638
License fee (Note 29.1) 118,922 110,117
Impairment allowance for doubtful receivables 133,487 69,803
Impairment loss on capital work in progress 93,344 -
Legal and professional fees 16,371 16,169
Insurance 33,299 33,106
Transport and travelling 14,228 8,840
Management incentive fee (Note 29.2) 31,672 27,448
Security expenses 40,657 23,635
Bank charges 11,130 9,914
Audit fee 6,000 6,000
Others 34,567 37,428
874,271 873,254
Transactions with key management personnel
Directors emoluments
Each director is entiled to the following:
Fees
- Chairman 250 300
- Directors 1,055 2,000
Allowances
- Chairman 1,817 1,817
- Directors 11,583 11,583
Personnel compensation
The Company had 415 employees in 2013 (2012 : 451).
Personnel compensation
Personnel compensation comprised:
Short-term employee benefits 384,292 1,381,076
Contribution to compulsory pension fund scheme 26,541 26,429
Long service award 212,735 -
Defined benefit gratuity scheme 367,550 87,679
991,118 1,495,184
The number of employees whose emolument fell within the
following ranges:
Number Number
0 - N200,000 - -
N200,001 - N400,000 - -
N400,001 - N600,000 76 101
N600,001 - N800,000 110 150
N800,001 - N1,000,000 137 115
N1,000,001 - above 92 85
415 451
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2013 2012
N'000 N'000
Dividend per share
Dividend per share has been computed for each year on the dividend
attributable to ordinary shareholders of the issued and paid up 50 kobo
ordinary shares during the year.
Dividend - 108,415
Number of shares 1,548,780 1,548,780
Dividend per share (DPS) (Kobo) - 7.00

27. Related party transactions

During the year, the Company had significant business dealings with related parties. The transaction

value and balances of these business dealings are:

Value of goods and services Amount due (to)/from
supplied (to)/by the Company the Company
2013 2012 2013 2012
N'000 N'000 N'000 N'000
27.1 lkeja Hotel Plc
Capital Hotels Plc is a member of the
Ikeja Hotel Group.
Transactions in the year relate to:
- interest receivable on loan 40,000 51,015 - 1,002,385
- additional amount advanced - 180,000 - 180,000
27.2 Minet Nigeria Limited
A director in the Company is also a
director in Capital Hotels Plc.
Th i i
e Company provides insurance 18343 15372 ) )

brokerage services to Capital Hotels Plc

27.3 AVI Services Limited
A director in the Company is also a
director in Capital Hotels Plc.

The Company provides transport
services to the staff of the Hotel for which

they are provided a space in the lobby of 96,907 85212 )
the Hotel.
274 G.M.lbru & Co
A partner in the Firm is a director of lkeja
Hotel Plc.
The Firm provides legal services to
- 802 -

Capital Hotels Plc.
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28.

29.

29.1

29.2

30.

31.

32.

Financial commitments

The directors are of the opinion that all known liabilities and commitments have been taken into
consideration in the preparation of these financial statements. These liabilities are relevant in assessing
the Company's state of affairs.

Operating service agreement

Capital Hotels Plc (the Owner) entered into an agreement with Starwood Eame License and Services
Company, BVBA (the Operator) to pay the following during each fiscal year of the operating term (and
proportionately for a fraction of a fiscal year):

Base Fee

The amount equal to two and half percent (2.5)% of gross operating revenues for each month of the
operating term (the 'maximum base fee') less the license fee paid under the License Agreement. The
base fee and the License fee in any operating year in the aggregate shall not be greater than the
maximum base fee in such operating year and less than US $250,000.00 in such operating year.

Incentive Fee
The amount equal to two and half percent (2.5%) of adjusted gross operating profit (AGOP) for each
operating year during the operating term.

Contingent liabilities

The Company is subject to various claims and other liabilities arising in the normal course of business.
The contingent liabilities in respect of pending litigation and other liabilities amounted to Nil as at 31
December 2013 (2012: N70 million).

In the opinion of the Directors, based on legal advice, no material loss is expected to arise from these
claims. Therefore, no provision has been made in the financial statements.

Events after the reporting date

There are no significant post reporting date events which could have had a material effect on the state
of affairs of the Company as at balance sheet date that have not been adequately provided for or
disclosed in the financial statements.

Prior period corresponding balances

Certain prior period balances have been reclassified to ensure proper disclosure and uniformity with
current year's presentation. These reclassification have no net impact on these financial statements.
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2013 2012
N'000 % N'000 %

Turnover 4,659,930 4,318,842
Finance income 41,278 51,699
Other income 27,589 3,729

4,728,797 4,374,270
Cost of goods and services - foreign (150,593) (137,564)
Cost of goods and services - local (2,659,320) (2,358,163)
Value added 1,918,884 100 1,878,543 100
Applied as follows:
To pay employees:
Salaries wages and other staff costs 991,118 52 1,495,184 80
To providers of capital:
Finance charges - - - -
To pay Government:
Company income tax 136,895 7 175,991 9
To provide for assets replacement:
Depreciation of property, plant and equipment 255,332 13 232,056 12
Retained for future expansion:
- Deferred taxation 22,976 1 (55,898) 3)
- Retained profit on ordinary activities 512,563 27 31,210 2

1,918,884 100 1,878,543 100

Value added represents the additional wealth, the group has been able to create by its own and it's employees'
efforts. This statement shows the allocation of wealth among employees, providers of capital government and
that retained for future creation of more wealth.
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IFRS NGAAP
2013 2012 2011 2010 2009
N'000 N'000 N'000 N'000 N'000
Assets:
Non current assets
Property, plant and equipment 1,627,437 1,420,729 1,472,804 1,490,746 1,730,877
Capital work in progress 370,771 464,115 464,115 464,115 -
Intangible assets 7,180 8,078 - - -
Loans and receivables 1,000,000 1,000,000 1,000,000 1,000,000 -
Net current assets 1,972,703 2,107,656 2,154,612 1,654,206 2,312,269
Non current liabilities (1,749,960) (2,285,009) (2,298,758) (3,902,034) (1,551,152)
Net assets 3,228,131 2,715,569 2,792,773 707,033 2,491,994
Equity and reserves
Ordinary share capital 774,390 774,390 774,390 774,390 774,390
Reserve - - - - 333
Retained earnings 2,453,741 1,941,179 2,018,383 (67,357) 1,717,271
Total equity 3,228,131 2,715,569 2,792,773 707,033 2,491,994
Turnover 4,659,930 4,318,842 4,823,712 4,944,026 4,703,677
Profit before tax 327,195 477,606 549,757 1,068,606 1,225,607
Taxation (159,871) (120,094) (122,031) (470,016) (557,159)
Profit for the year 167,324 357,512 427,726 598,590 668,448
Other comprehensive income for the year 345,239 (326,302) 1,774,173 - -
Total comprehensive income for the
year 512,563 31,210 2,201,899 598,590 668,448
Per share data:
Earnings per share (kobo):
- Basic 10.80 23.08 27.62 45.65 43.00
- Diluted 10.80 23.08 27.62 45.65 43.00
Net assets per ordinary share (kobo) 208.43 175.34 180.32 45.65 161.00

Earnings per share are based on the profit after tax and the weighted average number of issued and fully paid
ordinary shares at the end of each financial year.

Net assets per share are based on net assets and the weighted average number of issued and fully paid ordinary
shares at the end of each financial year.
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