Financial Statements of

HOTELS & RESORTS LIMITED

March 31, 2015







HOTELS & RESORTS LIMITED

Table of Contents

Page

Corporate Information

Chairman's Report

Auditors' Report to the Shareholders 3
Statement of Financial Position

Statement of Changes in Equity

Statement of Comprehensive Income (Loss)

Statement of Cash Flows

Notes to Financial Statements 9

MM~ 1 N2

24




HOTELS & RESORTS LIMITED

CORPORATE INFORMATION

Directors
David Bowen - Chairman
lan Knight - Deputy Chairman
John Cole - Director
Pavid Moore - Director
Permanent Secretary Finance
Betty Alleyne-Headley - Director
Nominee of the President of the Barbados Tourism Investment Inc.
Angella Mitchell-Gittens - Director
Charmaine St John - Director
Robin Simmons - Director
Secretary
Inez Hinkson

Registered Office

Gems of Barbados Corporate Office
Rockley
Christ Church
Barbados

Principal Office

Gems of Barbados Corporate Office
Rockley
Christ Church
Barbados

Bankers

RBC Royal Bank of Canada Barbados Limited
Lower Broad Street
Bridgetown
Barbados

Auditors

KPMG
Hastings
Christ Church
Barbados

Attorneys-at-Law

Clarke Gittens Farmer
Parker House
Wildey Business Park
St. Michae!
Barbados

Keith Mayers
*Emmanuel House"
Pinfold Street
Bridgetown




HOTELS & RESORTS LIMITED
Chairman’s Annual Report

for the fifteen months fiscal year ended March 31, 2015

During the fifteen months fiscal year ended March 31, 2015, there was no change in the
Company’s structure. The Savannah and Time Out lease agreements continued for their fourth
year and The Company’s hotel operations focus was therefore with respect to Blue Horizon,
the sole Gems of Barbados hotel brand in operation.

With very limited resources from the cash flow, further work was done with respect to the
renovations and the upgrading programme which commenced the previous year. As a result,
better room rates were achieved; there were fewer guests’ complaints and the appearance of
the Blue Horizon property was transformed and the environment substantially enhanced.

Business for Blue Horizon was somewhat slow for the early part of the year and as usual during
the traditional slow months. However, as the Tourism Industry in Barbados turned the corner
with respect to recorded improvements in tourist arrivals for the 2014/2015 winter tourist
season, Blue Horizon was able to turn around the loss of $620,253 incurred for the twelve
months of fiscal year 2013 to a net operating profit and comprehensive income of $544,164
for the fifteen months under review.,

The Company complied, as requested by the major shareholder, for a change in the financial
year end to March 31, to coincide with the year end of the Government and other governmental
entities.

Information was received to the effect that work was in progress on the proposed merger of
the Company with other state owned entities.

The other main focus during the year was the on-going divestment programme. Various offers
were received and examined for the sale or lease of Blue Horizon, but the offers were not
aftractive enough to warrant serious consideration. However, at year end other options were
being considered with a view to advancing the divestment process.

David W. Bowen
Chairman
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INDEPENDENT AUDITORS’ REPORT
To the Shareholders of Hotels & Resorts Limited

We have audited the accompanying financial statements of Hotels & Resorts Limited (the
“Company”), which comprise the statement of financial position as at March 31, 2015,
statements of changes in equity, comprehensive income (loss), and cash flows for the 15
months then ended, and a summary of significant accounting policies and other
explanatory information.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards and for such
internal control as management determines is 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 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 misstalement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on our
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, we 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 management,
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.




INDEPENDENT AUDITORS’ REPORT {continued)

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial
position of the Company as at March 31, 2015 and its financial performance and its cash
flows for the fifteen month period then ended in accordance with International Financial
Reporting Standards.

Emphasis of Matter

Without qualifying our opinion, we draw attention to note 3(b) o the financial statements
which indicates that the Company’s current liabilittes exceeded its current assets by
$1,026,479 and its total liabilities exceeded its total assets by $11,186,876. These
conditions, along with other matters as set forth in note 3(b), indicate the existence of a
material uncertainty that may cast significant doubt about the Company's ability to
continue as a going concern.

KM b

Chartered Accountants
Bridgetown, Barbados
November 17, 2016




HOTELS & RESORTS LIMITED

Statement of Financial Position

As at March 31, 2015
with figures at December 31, 2013

(Expressed in Barbados Dollars)

March 31, December 31,

Notes 2015 2013
Assets
Current Assets
Cash 3 2,429,937 37,379
Trade receivables 6 840,693 1,000,237
Other receivables 278,547 258,683
Prepaid expenses 51,427 48,863
Interest receivable - 106,000
Loan receivable g - 1,060,000
Total current assets 3,600,604 2,511,162
Non-current Assets
Property, plant and equipment 7 69,331,441 69,893,484
Investment 8 156,000 156,000
Interest in Joint Venture 9 4,496 454 3,788,849
Total non-current assets __ 73983885 __73.838,333
Total Assets $ 77584499 . 76,349,495
Liabilities and Shareholders’ Deficiency
Current Liabilities
Bank overdraft $ - 22,063
Accounts payable and accrued liabilities 4,051,351 4,526,035
VAT payable 55,092 12,161
Current portion on long term loans 10 520,640 631,248
Total current liabilities ___ 4627083 __ 5191507
Non-current Liabilities
Advance from Joint Venture 11 4,058,670 -
Long term loans 10 1,683,043 4,496,449
Due to principal shareholder 11 78.392 579 85,392,579
Total non-current liabilities 84,144,292 89,889,028
Shareholders' Deficiency
Share capital 12 27,291,154 27,291,154
Contributed surplus 13 179,148,310 172,148,310
Deficit (217.626,340) (218,170.504)
Total shareholders' deficiency (11,186,876) {18,731.040)
Contingencies 14
Total Liabilities and Shareholders’ Deficiency $ __77.584490 __ 76349405

See accompanying noles to financial statements.

Approved ehalf of the Board:

....................... 1 A A S Director Director




HOTELS & RESORTS LIMITED

Statement of Changes in Equity

For the fifteen month period ended March 31, 2015
with figures for the year ended December 31, 2013

{Expressed in Barbados Dollars)

Share Contributed

Capital Surplus Deficit Totat
Balance at December 31,2012  § 27,291,154 172,148,310 (217,550,251) (18,110,787)
Net loss for the year - - {620,253) {620,253)
Balance at December 31, 2013 27,291,154 172,148,310 (218,170,504) (18,731,040)
Loan write off (note 11) - 7,000,000 - 7,000,000
Net profit for the period - - 544 164 544 164
Balance at March 31, 2015 $ 202911584 _179.148.310 _(217.626,340) _(11.186.876)

See accompanying noles to financial statements.




HOTELS & RESORTS LIMITED

Statement of Comprehensive Income (Loss)

For the fifteen month period ended March 31, 2015
with figures for the year ended December 31, 2013

(Expressed in Barbados Dollars)

Note March 31, December 31,
2015 2013
Revenue
Rooms $ 3,850,460 2,405,489
Other revenue 2488,152 1,955,448
6,338,612 4,360,938
Direct Costs
Room costs 1,253,800 977.648
Other costs 122,264 111,002
1,376,064 1,088,650
Gross operating income 4,962,548 3,272,288
Undistributed Expenses
Administration 1,182,967 841,551
Sales and marketing 31,964 21,985
Energy 558,309 510,675
Insurance 521,145 400,431
Operations and maintenance 1,097,504 535,052
3,391,889 _ 2409704
Gross operating income 1,570,659 862,584
Directors’ fees and expenses 84,907 650,865
Nel operating income 1,505,752 801,719
Depreciation (1,364,047) {1,067,278)
Gain on disposal - 60
Share of profit of Joint Venture 9 707,605 3,835
Interest expense (330,208) (401,688)
Interest income 25,062 43,099

Net income (loss) and comprehensive income (loss) for the period/iyear $ __544.164 __(620.253)

See accompanying notes to financial statements.




HOTELS & RESORTS LIMITED

Statement of Cash Flows

For the fifteen month period ended March 31, 2015
with figures for the year ended December 31, 2013

{Expressed in Barbados Dollars)

March 31, December 31,

2015 2013
Cash Flows from Operating Activities:
Net income (loss) for the year 3 544,164 (620,253)
Adjustments for:
Interest expense 330,208 401,688
Interest income (25,062) (43,099)
Depreciation 1,364,047 1,067,277
Gain on disposal of property, plant and equipment - (60}
Operating income before working capital changes 2,213,357 805,553
Decrease (increase) in trade receivables 169,544 (237,692)
Decrease in VAT recoverable - 16,713
Increase in VAT payable 42,931 12,161
(Increase) decrease in other receivables {19.,864) 110,915
Increase in prepaid expenses (2,564) -
(Decrease) increase in accounts payable and accrued liabilities (474.684) 350,765
Net cash from operating activities 1,918,720 1,058,415
Cash Flows from Investing Activities:
Proceeds from Joint Venture Loan 1,060,000 -
Advance from Joint Venture 4,058,670 -
Acquisition of property, plant and equipment (802,004) (837,898)
Proceeds from disposal of property, plant and equipment - 60
Interest in Joint Venture (707,605) (3.835)
Net cash from {used in} investing activities 3,609,061 (841,673)
Cash Flows from Financing Activities:
Repayment of interest bearing loans (2,914,014) (21,561)
Interest paid (330,208) (401,688)
Interest received 131,062 87.677
Net cash used in financing activities (3,113.160) (335,572)
Increase (decrease) in cash 2,414,621 {118,830)
Cash - beginning of year 15316 134,146
Cash - end of year $ _2429937 __15316
Comprise:
Cash $ 2,429,937 37,379
Bank overdraft - {22,063)

$ _2420937 ___15316

Supplemental note non-cash transactions:

See accompanying riofes to financial statements.




HOTELS & RESORTS LIMITED

Notes to Financial Statements

March 31, 2015

(Expressed in Barbados Dollars)

(a)

(b)

(c)

(d)

Incorporation and Principal Activity

Hofels & Resorts Limited (the “Company”) was incorporated under the Laws of Barbados on
December 27, 1995. The principal activity of the Company was the investment and development of hotel
properiies.

Through the creation of the hotel brand, Gems of Barbados (Gems), the Company integrailed the
marketing and management for the hotels on its portfolio.

In 2005, a decision was made to divest and the hotels were put on the market for sale. Given no
favourable offers the Company entered into operating leases for two of its hotels — The Savannah Holel
and Time Out at the Gap. This leaves Blue Horizon hotef as the only Gems operated hotel.

The Government of Barbados has requested all government—owned enlities and statutory corporations
to amend their financial year-ends to March 31%, to align with the Government's fiscal period. As a
result, these financial statements have been prepared for the fifteen month period ended March 31,
2015.

Basis of Preparation

Statement of compliance
These financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) adopted by the International Accounting Standards Board (IASB).

The financial statements were authorized for issuance by the Directors on November 17, 2016.

Basis of measurement
These financial statements have been prepared on the historical cost basis.

Functional and presentation currency
These financial statements are presented in Barbados dollars, which is the Company's functional
currency. All financial information presented in Barbados dollars has been rounded to the nearest dollar.

Use of estimates and judgments

The preparation of financial statements in conformity with IFRS requires management to make
judgments, estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets, liabilities, revenues and expenses during the period. Aclual results could differ from
these estimates.

Estimates and underlying assumptions are reviewed on an on-going basis. Revisions to accounting
estimates are recognized in the period in which the estimates are revised and in any future periods
affected.




HOTELS & RESORTS LIMITED

Notes to Financial Statements

March 31, 2015

(Expressed in Barbados Dollars)

(a)

Summary of Significant Accounting Policies

The accounting policies set out below have been applied consistently to all periods presented in these
financial stalements.

Financial Instruments

(i)

Non-derivative financial assets

The Company initially recognizes loans and receivables on the date when they are originated. The
Company derecognizes 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 in a transaction in which
substantially all the risks and rewards of ownership of the financial asset are transferred. Any
interest in such fransferred financial assels that is created or retained by the Company is
recoghized 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 o settle on a net basis or to realize the asset and settle the liability simultaneously.

The Company classifies its non-derivative financial assets as loans and receivables and available
for sale financial assets. The classification depends on the purpose for which the financial asset
was acquired. Management determines the classification of its financial assets at initial
recoghition.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. Such assets are recognized initially at fair value plus any
direct attributable fransactions costs, Subsequent to initial recognition, loans and receivables are
measured at amortized cost using the effective interest method, less any impairment losses. They
are included in current assets, except for maturities grealer than 12 months after the reporling
date. These are classified as non-current assets.

The Company's financial asseis comprise cash and cash equivalents, trade receivables, other
receivables, interest receivable and loan receivable.

Cash and cash equivalents
Cash and cash equivalents include cash at bank and in hand.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are designated as
available-for-sale and that are not classified in any other category. Investments which are
classified as available-for-sale are stated at market value unless it is not practicable to reliably
determine this value, in which case, they are carried at cost, adjusied for any permanent diminution
in value.

10



HOTELS & RESORTS LIMITED

Notes to Financial Statements

March 31, 2015

(Expressed in Barbados Dollars)

3.
(a)

(b)

Summary of Significant Accounting Policies; continued

Financial Instruments, continued

(i)

(iii)

Non-derivative financial liabilities
Financial liabilities are recognized on the date at which the Company becomes a party to the
contractual provisions of the instrument.

The Company derecognizes a financial liability when its contractual obligations are discharged,
cancelled or expire.

The Company classifies non-derivative financial liabilities into other financial liabilities category.
Such financial liabilities are recognized initially at fair value less any directly attributable fransaction
costs. Subsequent to initial recognition, these financial liabilities are measured at amortized cost
using the effective interest method.

Other financial liabilities comprise loans and borrowings, bank overdraft and accounis payable and
accrued liabilities.

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.

Share capital
Ordinary shares are classified as equity. Incremental costs directly attributable to the issuance of
new shares or options are shown in equity as a deduclion, net of tax, from the proceeds.

Going Concern Assumption
The Company recorded a profit for the year ended March 31, 2015 of $0.5 million (2013 loss $0.6
million).

The Company accurnulated a deficit at March 31, 2015 of approximately $217.6 million (December 31,
2013: $218.2 million) at the year-end date. Also at that date, current liabilities exceeded current assets
by $1.0 million (December 31, 2013: $2.7 million). This raises substantial doubt that the Company will
be able to continue as a going concern without the continued financial support of its shareholders. The
principal shareholder continues to demonstrate its commitment to the financial support of the Company.

The financial statements do not include any adjustments relating to the recoverability and classification
of recorded asset amounts or adjustments to amounts and classification of liabilities that may be
necessary if the Company is unable to continue as a going concern.

11



HOTELS & RESORTS LIMITED

Notes to Financial Statements

March 31, 2015

{Expressed in Barbados Dollars)

(c)

(d)

(e)

(M

Summary of Significant Accounting Policies; continued

Property, Plant and Equipment

Property, plant and equipment are staled at cost less accumulated depreciation and impairment.
Depreciation is provided on equipment on the straight-line basis at rates designed to write off the cost of
the assets over the period of their estimated useful lives. Hotel buildings are depreciated to their salvage
values, eslimated at 40% of costs after 50 years.

The annual rates currently being used are as follows:

Computer equipment 33 13%
Motor vehicles 20%
Furniture, fittings and equipment 10%
Hotel buildings 2%

Depreciation methods, useful lives and residual values are reassessed at the reporting date.
Leasehold improvements are written off over the period of the lease.

Operating equipment which includes linen, uniforms, cutlery, crockery and other utensils, is accounted
for using the base-stock method. Under this method, a base level of operating equipment is carried at
most recent cost. The cost of replacement of operating equipment is charged against income in the year
in which it is incurred.

Borrowing costs, including interest and bank charges related to the construction and renovation of hotel
properties, are capitalized as a component of the construction cost up to the time of completion of the
construction.

Foreign Currency Translation

Foreign currency transactions completed during the year are recorded at actual rates of exchange
prevailing at the date of such transactions. Monetary assets and monetary liabilities denominated in
foreign currency at the reporting date are translated using the rates of exchange prevailing at that date.
The resultant exchange differences are included in the statement of comprehensive loss.

Taxation

Deferred tax is provided for temporary differences between the carrying amounts of assets and liabilities
for financial reporting purposes and the amounts used for taxation purposes. The amount of deferred
tax provided is based on the expected manner of realization or settlement of the carrying amount of
assets or liabilities, using the tax rates enacted or substantially enacted.

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits will be
available against which the unused tax losses and credits can be utilized. Deferred tax assets are
reduced to the extent that it is no longer probable that the related tax benefit will be realized.

Interest-bearing Borrowings

Interest-bearing borrowings are recognized initially at cost, net of any transaction costs incurred.
Subsequent to initial recognition, interest-bearing borrowings are stated at amortized cost with any
difference between cost and redemption value being recognized in the statement of comprehensive loss
over the period of the borrowings.

12



HOTELS & RESORTS LIMITED

Notes to Financial Statements

March 31, 2015

(Expressed in Barbados Dollars)

(9)

(h)

(i

1)

(k)

Summary of Significant Accounting Policies; continued

Revenue Recognition
Revenue is recognized at the point of delivery of service to customers.

Impairment

The carrying amounts of the Company's assets, other than inventory (refer to accounting policy note
(d)), are reviewed at each statement of financial position date to determine whether there is an indication
of impairment. If any such indication exists, the asset's recoverable amount is estimated. Animpairment
loss is recognized whenever the carrying amount of an asset or its cash-generating unit exceeds its
recoverable amount. Impairment losses are recognized in the statement of comprehensive loss.

Interest in Joint Venture

The investment in the Joint Venture is accounied for using the equity method. The financial statements
at March 31, 2015 include the Company's share of the total recognised gains and losses of the Joint
Venture.

Standards, Interpretations and Amendments lo Existing Standards Effective for the Current Year
During the year, certain new standards, inlerpretations and amendments to the existing standards
became effective. Management has assessed that these new standards, interpretations and
amendments to the existing standards where relevant did not have any significant impact on the
preparation of these financial statements.

New Standards and Interpretations not yet Adopted
The following amendments to standards and interpretations are not yet effective for the period ended
March 31, 2015, and have not yet been applied in preparing these financial statements:

IAS 16 - Property, Plant & Equipment {Amendments) (effective 1 January 2016)

IAS 27 - Separate Financial Stalements (Amendments) {effective 1 January 2016)

IAS 28 - Investments in Associates (Amendments) (effective 1 January 2016)

IAS 38 - Intangible Assets (Amendments) (effective 1 January 2016)

IFRS 10 - Consolidated Financial Statements (Amendments) (effective 1 January 2016)
IFRS 11 - Joint Arrangements (Amendments) (effective 1 January 2016)

IFRS 14 — Regulatory Deferral Accounts {effective 1 January 2016)

IFRS 15 — Revenue from Contracts with Customers (effective 1 January 2018)

IFRS 2 — Financial Instruments (effective 1 January 2018)

IFRS 16, Leases (effeclive January 1, 2018)

The Company does not believe the adoption of those standards, will have a material financial impact on
the financial statements in the period of initial adoption.

13



HOTELS & RESORTS LIMITED

Notes to Financial Statements

March 31, 2015

(Expressed in Barbados Dollars)

(0

(i)

Determination of Fair Values

A number of the Company's accounting policies and disclosures require the determination of fair value,
for its financial assets and liabilities. Fair values have been determined for measurement and/or
disclosure purposes based on the following methods. When applicable, further information about the
assumptions made in determining fair values is disclosed in the notes specific to that asset or liability,

Loan receivables
The fair value of loan receivables is estimated as the present value of future cash flows, discounted at
the market rate of interest at the reporting date.

Non-derivative financial liabilities
Fair value, which is determined for disclosure purposes, is calculated based on the present vatue of
future principal and interest cash flows, discounted at the market rate of interest at the reporting date.

Financial Risk Management

Qverview
The Company has exposure to the following risks from its use of financial instruments:

® credit risk
° liquidity risk
. market risk

This note presents information about the Company’s exposure to each of the above risks, the Company's
objectives, policies and processes for measuring and managing risk, and the Company’s management
of capital. Further quantitative disclosures are included throughout these financial statements.

The Board of Directors has overall responsibility for the establishment and oversight of the Company's
risk management framework.

The Company'’s risk management policies are established to identify and analyse the risks faced by the
Company, set appropriate risk limits and controls, and 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. The Company, 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.

Credit risk
Credit risk is the risk of financial loss to the Company if a member or counterparty to a financial instrument
fails to meet its contractual obligations, and arises principally from the Company's receivables from
customers.

14



HOTELS & RESORTS LIMITED

Notes to Financial Statements
March 31, 2015

(Expressed in Barbados Dollars)

5. Financial Risk Management; continued

Credit risk; continued

Trade and other receivables

The Company's exposure to credit risk is influenced mainly by the individual characteristics of each
customer. The Company’s revenue is attributable to customers’ credit sales and the demographics of
the customers’ geographical location, including default risk of the industry and the country in which
customers operate, has less of an influence on credit risk.

Management has instituted standard repayment periods for credit sales and monitors each receivable
balance on a weekly basis with regard to credit sales granted and payments received.

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 has 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. In addition, the Company may rely
on the continued financial support of the Principal Shareholder - the Government of Barbados in meeting
its liquidity requirements.

The daily Yiquidity position is monitored, and in order to manage its liquidity risks, management seeks to
maintain levels of cash deposits which are sufficient to meet reasonable expectations of its short term
obligations and conduct continuous negotiations with its suppliers.

Market risk

Market risk is the risk that changes in market prices, such as foreign exchange rates, interest rates and
equity prices will affect the Company's income or the value of its holdings of financial instruments. The
objective of market risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return.

()  Currency risk
The Company is exposed to currency risk on sales and purchases that are denominated in a
currency other than the functional currency of the Company mainiy the US Dollar (USD) and Pound
Sterling (GBP).

The Company’s currency risk Is significantly reduced as sales are conducted in US dollars which is
pegged to the Barbados dollar. In addition, there are few purchase transactions in Pound Sterling.

(ii) Interest rate risk
The Company is exposed {o various risks associated with the effects of fluctuations in the levels of
interest rates on certain financial assets and liabilities. The interest rates and terms of repayments
of long-term debt are disclosed in notes 10 and 11 to the financial statements.

(i) Capital management
The Company's principal shareholder is the Government of Barbados which guarantees the
repayment of long-term and short-term debt instruments. The Company is economically dependent
on the Government of Barbados for its continued operations.

There were no changes to the Company’s approach to capital management during the year.

15



HOTELS & RESORTS LIMITED

Notes to Financial Statements

March 31, 2015

{Expressed in Barbados Dollars)

Trade Receivables

The receivables are shown net of a provision for doubtful debts of $122,341 (2013: $348,732).

Property, Plant and Equipment

Cost

At January 1, 2013
Additions
Disposals

At December 31, 2013
AtJanuary 1, 2014
Additions

Disposals

At March 31, 2015

Depreciation and Impairment

At January 1, 2013
Charge for the year
Disposals

At December 31, 2013
At January 1, 2014
Charge for the period
Disposals

At March 31, 2015

Net Book Value
At January 1, 2013

At December 31, 2013
At January 1, 2014

At March 31, 2015

Furniture

Fittings &  Operating
Buildings Land Equipment Equipment Total
$ 80,288,400 6,174,889 15,232,198 1,089,012 102,784,499
676,746 - 161,152 - 837,808
80,965,146 6,174,889 15,383,350 1,089,012 103,622,397
80,965,146 6,174,889 15,393,350 1,089,012 103,622,397
486,948 - 315,056 - 802,004
81,452,094 6,174,889 15,708,406 1,089.012 104,424 401
20,376,919 - 12,284,717 - 32,661,636
964,986 - 102,281 - 1,067,277
21,341,915 - 12,386,998 - 33.728913
21,341,915 - 12,386,998 - 33,728,913
1,217,315 - 146,732 - 1,364,047
22,559,230 - 12,533,730 - 35,092 960
$ 59911481 _6.174889 _ 2947481 _1,089012 _70.122.863
$ 59.623231 6174880 _3.006352 _1089.012 _69.893.484
$ 59.623231 _6.174.6889 _3,006352 _1.089012 _69.803.484
$ _568.802.864 _6.174.680 _3.174676 _1.089012 _69.331.441

16



HOTELS & RESORTS LIMITED

Notes to Financial Statements
March 31, 2015

(Expressed in Barbados Dollars)

8. Investment
March 31, December 31,
2015 2013
Southern Golf & Country Club Lid.

156,000 Class B shares @ $1.00 each $ __ 156,000 ___ 156,000

These shares are carried at cost, as they are not traded on a recognized stock market and it was not
considered practicable to otherwise reliably determine their market value.

9. Interest in Joint Venture
March 31, December 31,
2015 2013
Balance — beginning of period/year $ 3,788,849 3,785,014
Share of net income 707,605 3,835
Balance — end of period/year $ _4496454 _3.788.849

On July 30, 2004, Hotels & Resorts Limited and Growth Development Inc. formed a company Sapphire
inc. for the purpose of owning, developing and selling the property known as the Dover Convention
Centre as condominiums. Hotels & Resorls Limited has 49% interest in the Company and Growth
Development Inc, has §1%.

The Dover lands were vested in Sapphire Inc. at a value of $4 million; $2.84 million represented Hotels
& Resorts Limited's equity in the joint venture and $1.06 millicn represented a loan receivable from the
joint venture which bore interest at 2.5%.

The investment in the Joint Venture is accounted for using the equity method. At March 31, 2015, the
Company's share of the retained earnings $1,556,453 was reffected in the financial statements (2013:
$84B,848).

The summarized financial infformation of Sapphire Inc. — 100 per cent is as follows:

March 31, December 31,
2015 2013

Assets 9,395,686 11,083,134
Liabilities 219,249 3,350,792

A

Net assets $ _9.176437 _7.732.342

Company’s share of joint venture's net assets $ _4496454 _ 3,788,849

Revenue $ _12,726,600 4,362,104

Net income $ _1444003 ____ 7,826
$

Share of joint venture's net income
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HOTELS & RESORTS LIMITED

Notes to Financial Statements

March 31, 2015

{Expressed in Barbados Dollars)

10.

1.

Interest Bearing Loans
March 31, December 31,

2015 2013
Demand Loan 3 2,213,683 4,877,697
Revolving Loan - 250,000

2,213,683 5,127,697
Less current portion (520,640) {631.248)

$ _1693.043 _4.496.449

This represents loans held with RBC Royal Bank (Barbados Limited). The demand loan is repayable by
blended monthly payments of principal and interest in the amount of $55,000 and a lump sum payment
to achieve a 60 month repayment.

At March 31, 2015, the balance on the revolving loan facility of $0.3 million was $Nil (2013: $0.25 million).

Interest is charged at the RBC prime rate currently 7.75% . The loans are secured by a Letter of Comfort
from the Government of Barbados for $5.55 million.

See note 19.
Related Party Transactions and Balances
March 31, December 31,
2015 2013
Loan - Government of Barbados Principal Shareholder $ 78,392,579 85,392,579

Less current portion - -

$§ 783082579 85392579

Due to Principal Shareholder
This amount represents advances made by the principal shareholder on behalf of the Company to settle

long-term debt obligations.

This loan is repayable over twenty years in semi-annual instalments on June 30" and December 31¢.
The amount bore interest at a rate of 7.25% per annum and accrued until the first payment.

In 2010, the Principal Shareholder agreed to a $116,000,000 write off of the loans, 1o maintain a net
amount after write-off of $85,392,579. In addition annual write offs of approximately $10,000,000 are to
be made annually, until the loan is fully written off or repaid.

The principal shareholder wrote off all accrued interest as at March 31, 2012, and no further interest was
charged from that date.

During the fifteen months ended March 31, 2015, $7,000,000 (2013: $Nil) was written off from the loan
and credited to contributed surplus.
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HOTELS & RESORTS LIMITED

Notes to Financial Statements
March 31, 2015

(Expressed in Barbados Dollars)

11. Related Party Transactions and Balances; continued
Related party transactions
Related party transactions comprise the following:
March 31, December 31,
2015 2013
Revenue from government agencies $ 597941 ___331.038
Remuneration of Key Management Personnel
Executive management salaries $ __203175 ___156.000
Advance from Joint Venlure
March 31, December 31,
2015 2013
Advance from Joint Venture $ _4058670 ______-
This amount represents sums received from the Joint Venture. This amount is unsecured and interest
free with no fixed date for repayment.
12. Share Capital
Authorized:
The Company is authorized to issue an unlimited number of common shares of no par value.
Issued:
March 31, December 31,
2015 2013
Number of comemon shares $ _27291.154 27,291,154
Stated value $ 27201154 27201154
13. Contributed Surplus
March 31, December 31,
2015 2013
Balance January 1, 2014 $ 172,14B,310 172,148,310
Loan/accrued interest write off 7,000,000 -

Balance March 31, 2015 $ 179,148,310 _172,148.310

In March 2015, $7,000,000 (2013: $Nil) was written off against the loan and accrued interest due to the
principal shareholder; this amount has been reflected as contributed surplus in the year.
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HOTELS & RESORTS LIMITED

Notes to Financial Statements

March 31, 2015

(Expressed in Barbados Dollars)

14.

15.

16.

Contingencies

The Company’s former hotel manager, Commonwealth Hospitality Ltd. (CHL) has made a claim for an
aggregate sum of US$13,583,521 which is the subject of arbitration proceedings. The sum claimed
includes US$11,415,104 for liquidated damages for wrongful termination of the Management Agreement
between the Company and CHL. The Company is contending that it was entitled to terminate the
Management Agreement and is therefore not liable to pay CHL the amount claimed or any other amount
by way of liquidated damages. The sum claimed also includes US$595,377 as Management Incentive
Fees and US$171,920 as Termination Fee. The Company is contending it is not liable to pay CHL any
amount in respect of either Management Incentive Fees or Termination Fee. It is not possible to predict
the outcome of these proceedings. An accrual equivalent to US$1,091,450 has been made against the
remainder of the CHL claim as was determined at December 31, 2001. Negotiations between the parties
are continuing in the expectation that a mutually agreeable settlement can be reached.

Various other claims have been made against the Company. Provisions have been made only against
those claims which have been quaniified and for which the outcome could be reasonably determined.
Staff Costs

Staff costs included within expenditure classified by function are as follows:
March 31, December 31,

2015 2013
Direct costs
Raoom $ 699,835 498,707
Undistributed expenses
Administration 643,104 501,802
Operations and maintenance 62,412 84,088

$ 1405351 _1.084,597

Operating Leases

The Company leases out its hotel property held under operating leases. The future minimum lease
payments under terms of the leases are as follows:
March 31, December 31,

2015 2013
Less than one year $ 1,764,000 1,846,435
Between one and five years 8,820,000 2,728,435
More than 5 years 9,600,000 -

During the fifteen months ended March 31, 2015, $2,205,000 (2013: $1,884,685) was recognized as
rental income in the statement of comprehensive income (loss).
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HOTELS & RESORTS LIMITED

Noles to Financial Statements

March 31, 2015

(Expressed in Barbados Dollars)

17.

18.

(a)

(b)

(c)

Tax

The Company has incurred significant losses and as such the tax losses are available to be offset.
However, there is no virtual certainty that the Company will make taxable profits in the future and a
deferred tax asset has not been recognized in these financial statements.

Financial Instruments

Financial assets of the Company include cash, trade receivables and other receivables. Financial
liabilities include accounts payable and accrued liabilities, advance from Joint Venture, long-term loans
and due to principal shareholder.

Credit Risk

The financial instruments which potentially subject the Company to concentrations of credit risk are cash
and trade receivable. The Company places all of its cash with a reputable financial institution. Credit
risk on trade receivable is limited as it is shown net of a provision for bad and doubtful debts.
Management has instituted standard repayment periods for credit sales and monitors each receivable
balance on a weekly basis with regard to credit sales granted and payments received.

interest Rate Risk
The interest rates and terms of repayments of long-term loans are disclosed in notes 10 and 11 to the
financial statements.

Fair Value

The fair value of cash, trade and other receivables, interest receivable, accounts payable and accrued
liabilities and bank overdraft are determined not to be materially different from their carrying value due
to their short term nature. The fair value of loan receivable, advance from Joint Venture, shareholder’s
loans and long-term debt are not materially different from their carrying amounts.

Fair value estimates are made at a specific point in time, based on market conditions and information
about the financial instrument. These estimates are subjective in nature and involve uncertainties and
matters of significant judgment and therefore, cannot be determined with precision. Changes in
assumptions could significantly affect the estimates. All non-financial instruments such as inventory and
expenses are excluded from fair value disclosure. Thus the total fair value amountis cannot be
aggregated to determine the underlying economic value of the Company.

The basis for determining fair value is disclosed in note 4.
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HOTELS & RESORTS LIMITED

Notes to Financial Statements
March 31, 2015

(Expressed in Barbados Dollars)

18. Financial Instruments; continued
Credit risk
Exposure to credit risk

The carrying amount of financial assets represents the maximum credit exposure. The maximum
exposure to credit risk at the reporting date was:

Carrying amount
March 31, December 31,

2015 2013
Trade receivable (note 6) $ 840,693 1,000,237
Cash 2,429,937 37,379

There was no significant exposure to credit risk for receivables at the reporting date.

Impairment losses
The aging of trade receivables at the reporting date was:

Gross Impairment Gross Impairment
2015 2015 2013 2013
Not past due 3 628,193 - 432,368 -
Past due 0-30 days 218,445 5,945 198,776 -
Past due 31-120 days 52,239 52,239 402,428 33,335
More than one year 64,157 64,157 315,397 315,397

$ 963,034 __122.341 _1.348060 __348,732

The movement in the allowance for impairment in respect of trade receivables during the year was as

follows:
March 31, December 31,
2015 2013
Balance at January 1 $ 348,732 334,560
Bad debt (recovery) write off {226,391) 14,172
Balance at March 31 3 122.341 348,732

The allowance accounts in respect of trade receivables are used to record impairment losses unless the
Company is satisfied that no recovery of the amount owing is possible; at that point the amounts are
considered irrecoverable and are written off against the financial asset directly.
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Notes to Financial Statements
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{Expressed in Barbados Dollars)

18. Financial Instruments; continued

Liquidity risk
March 31, 2015
Carrying Gross Upio 1t05 Over
Amount Cash Flow 1 Year Years 5 Years
Long term loans $ 2213,683 2,552,545 673,339 1,879,206 -
Accounts payable and
accrued liabilities 4,051,351 4,051,351 4,051,351 - -
Advance from Joint Venture 4,058,670 4,058,670 - 4,058,670 -
Due to principal shareholder 78,392,579 78,392,579 - - 78,392,579
December 31, 2013
Carrying Gross Upto 1t0 5 Over
Amount Cash Flow 1 Year Years 5 Years
Long term loans $ 5,127,697 6,097,920 673,339 5,424,581 -
Accounts payable and
accrued liabilities 4,526,035 4,526,035 4,526,035 - -
Bank overdraft 22,063 22,063 22,063 - -
Due to principal shareholder 85,392,579 85,392,579 - - 85,392,579

Currency risk

Exposure to currency risk

The Company's exposure to foreign currency risk is limited to sales and purchases in United States
dollars to which the functional currency, the Barbados dollar is pegged.

The following significant exchange rates applied during the year:

Reporting date

Average rale Spot rate
BDS 2015 2013 2015 013
GBPE1 3.03223 3.29000 2.96577 3.31230
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(Expressed in Barbados Dollars)

18. Financial Instruments; continued

Fair values

The fair values of financial assels and liabililies, together with the carrying amounts shown in the

statement of financial position, are as follows:

March 31, 2015

December 31, 2013

Carrying Fair

Amount Value
Cash $ 2,429,037 2,429,937
Trade receivables 840,693 840,693
QOther receivables 278,547 278,547
Interest receivable - -
Loan receivable s :
Bank overdraft - -
Accounts payable and

accrued liabilities {4,051,351) (4,051,351)

Advance from Joint Venture (4,058,670) (4,058,670)
Long term loans {(2,213,683) (2,213,683)
Due to principal sharehoider (78,392,579) (78,392 579)

$ _(85.167.106) _(85.167.106)

19. Subsequent Events

Long term Loans

Carrying
Amount

37,379

1,000,237
258,683
106,000

1,060,000
(22,063)

(4,526,035)

(5,127,697)
85,392.579)

—(92.606.075)

Fair
Value

37,379
1,000,237
258,683
106,000
1,060,000
(22,063)

(4,526,035}

(5,127,687)
(85,392,579)

—{(92,606,075)

The amount due to RBC Royal Bank (Barbados Limited) was refinanced in July 2015, with a facility
repayable by consecutive blended monthly payments of principal and interest in the amount of $56,043
each based on an amortization period of 36 months. The interest rate is RBC Prime less 0.25% for a

current effective rale of 7.75%
The loan was fully repaid in June 2016.

Interest in Joint Venture

In December 2015, Sapphire Inc. made a capital reduction of $3.6m and declared a dividend of $2m.
The advance from the Joint venture was reduced by the Company’s 48% share in the Joint Ventlure, that

is, $1.76m and $0.98m respectively.
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