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ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

STRATEGIC REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their report and financial statements for the year ended 31 December 2018.
The company’s performance

The group’s key financial performance indicators are measured by reference to its turnover and gross
assets. In light of the recent tough market conditions the directors are satisfied with the current .
performance of the group.

Income has increased by 296% (2017: increased by 27%)
Gross assets have decreased by 1% (2017: decreased by 2%)
Net current assets decreased by 8% (2017: increased by 98%)
Net assets increased by1% (2017: increased by 20%)

Profit before tax was £613,224 (2017: £8,784,950)

The directors are optimistic about the company’s performance in 2019.
Description of principal risks and uncertainties
The principal risks and uncertainties facing the company are:

- Currency risk
The currency risk exposure to the group is minimal as most of the sales are invoiced and paid for in Euros.
Similarly, the majority of the purchases are also in Euros.

- Liquidity risk

Liquidity risk is the risk encountered by the group in meeting its financial obligations as they fall due. The
group have tightened up their controls over the collection of trade debtors and has been negotiating
favourable payment terms with its suppliers. The company has sufficient cash reserves should these be
needed. Although the company uses external debt to finance their operations, the company is not
dependent upon these sources of finance.

- Market risk

The group is subject to increasing pressure from competitors. The company mitigates this risk by
continuing to provide luxury high-end products. This means that despite the recent market conditions the
group have continued to grow their brand and reputation.

- Credit risk

This risk arises from the failure of customers to discharge their obligation in relation to the goods/ services
provided. However, this risk is relatively low due to the fact that most customers are required to make
stage payments.

On behalf of the board

Ignacio Perez
Director

Date: 12 September 2019



ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

The directors present their report and financial statements for the year ended 31 December 2018.
Principal activities

The company's principal activity during the year continued to be that of a holding company. The principal
activity of the group is the promotion, development, construction and selling of plots of land and property.

Business review and future developments
Full details of the results for the period are set out on page 7.

The directors consider the group and company’s results for the year ended 31 December 2018 and its
financial position as at that date to be satisfactory.

During the year under review one propeity sale was achieved, however, the directors anticipate that
properties developed in 2018 will be sold over the next 12 months. The group expects the value of each
property sale in 2019 to remain at similar level to previous years. The group is affected by the current
economic crisis but because the properties developed are high value and unique in terms of design and
location; the group is affected less than might otherwise be the case.

Results and dividends
The group profit and loss account is set out on page 7 and shows a profit for the year of £513,290 (2017:
profit of £9,340,712). A dividend of £nil was paid to the shareholders of Zagaleta Limited during the year
(2017: £2,673,318).
Directors
The following directors have held office since 1 January 2018:

Enrique Perez Flores .

José Perez Diaz (deceased 4 November 2018)
Ignacio Perez Diaz (appointed 13 November 2018)



ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2018

Directors' responsibilities

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

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law). Under company
law the directors must not approve the financial statements unless they are satisfied that they give a true and
fair view of the state of affairs of the company and the group and of the profit or loss for that period. In
preparing those financial statements the directors are required to:

- select suitable accounting policies and then apply them consistently:

- make judgements and estimates that are reasonable and prudent;

- state whether applicable accounting standards have been followed, subject to any material
departure disclosed and explained in the financial statements;

- prepare the financial statements on the going concemn basis unless it is inappropriate to presume
that the group will continue in business.

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

Auditors

In accordance with Section 487(2) of the Companies Act 2006, the Company’s auditors, UHY Hacker
Young LLP, will be deemed re-appointed for the financial year commencing 1 January 2019. At the
conclusion of the next period for appointing auditors, no notice having been deposited under Section 488
of the Companies Act 2006.

Statement of disclosure to auditor

So far as the directors are aware, there is no relevant audit information of which the company’s auditors

are unaware. Additionally, the directors have taken all the necessary steps that they ought to have taken as

directors in order to make themselves aware of all_relevant audit information and to_establish._that-the...
—-——="¢ompany’s auditors are aware of that information.

By order of the board

Ignacio Perez R}iaz
Director

Date: 12 September 2019
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INDEPENDENT AUDITORS' REPORT
TO THE SHAREHOLDERS OF ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

Qualified Opinion arising from limitation in audit scope

We have audited the financial statements of Zagaleta Limited (the ‘parent company') and its subsidiaries
(the 'group’) for the period ended 31 December 2018 which comprise the Group Statement of Total
Comprehensive Income, the Group ‘Balance Sheet, the Company Balance Sheet, the Group Statement of
Changes in Equity, the Company Statement of Changes in Equity, the Group Statement of Cash Flows and
notes to the financial statements, including a summary of significant accounting policies. The financial
reporting framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including FRS 102 The Financial Reporting Standard applicable in the UK and
Republic of Ireland (United Kingdom Generally Accepted Accounting Practice).

In our opinion, except for the possible effects of the matters descried in the Basis for Qualified Opinion
section of our report, the financial statements:
e give a true and fair view of the state of the group's and the parent company's affairs as at 31
December 2018 and of its profit for the period then ended;
e  have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice; and
o  have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for Qualified Opinion

The stock figure of the subsidiary, Valderrama 07 SL within the balance sheet (note 12) includes £20.4m
which the subsidiary company has estimated that its value should not be impaired because the directors
consider that the finished product it expects to develop will be sold above its cost plus the corresponding
marketing expenses based on a business plan that foresees the improvement of the urban development
project of the land in the company. At the date of this report, the subsidiary auditor considered that there is
an uncertainty regarding the achievement of the development project and its valuation.

The debtor figure of the subsidiary, MGI Estates, SA (Formerly Valderrama Estates SA) within the
balance sheet (note 14) includes deferred tax assets to the amount of £660,088. The subsidiary auditor was
not able to obtain sufficient appropriate audit evidence that the company will have sufficient future taxable
profits in order to offset the tax losses and therefore comply with the necessary criteria for recognition of
deferred tax assets. ;

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and
applicable law. Our responsibilities under those standards are further described in the Auditor's
responsibilities for the audit of the financial statements section of our report. We are independent of the
company in accordance with the ethical requirements that are relevant to our audit of the financial
statements in the UK, including the FRC’s Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have
obtained is sufficient and appropriate to provide a basis for our qualified opinion.
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INDEPENDENT AUDITORS' REPORT
TO THE SHAREHOLDERS OF ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

Conclusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us
to report to you where:
e the directors' use of the going concern basis of accountmg in the preparation of the financial
statements is not appropriate; or
e the directors have not disclosed in the financial statements any identified material uncertainties that
may cast significant doubt about the group's or the parent company’s ability to continue to adopt
the going concern basis of accounting for a period of at least twelve months from the date when
the financial statements are authorised for issue.

Other information

The other information comprises the information included in the annual report, other than the financial
statements and our auditor’s report thereon. The directors are responsible for the other information. Our
opinion on the financial statements does not cover the other information and, except to the extent otherwise
explicitly stated in our report, we do not express any form of assurance conclusion thereon.

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

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of our audit:
e the information given in the Strategic Report and the Directors' Report for the financial period for
which the financial statements are prepared is consistent with the financial statements; and
o the Strategic Report and the Directors' Report have been.prepared in accordance with applicable
legal requirements.

. Matters on which we are required to report by exception
In the light of the knowledge and understanding of the group and the parent company and its environment
obtained in the course of the audit, we have not identified material misstatements in the Strategic Report
and the Directors' Report.

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

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

e the parent company financial statements are not in agreement with the accounting records and
returns; or
certain disclosures of directors' remuneration specified by law are not made; or

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



UHY Hacker Young LLP

UH Hacker Young 4 Thoras More Sauare

Chartered Accountants London ETW 1YW

INDEPENDENT AUDITORS' REPORT
TO THE SHAREHOLDERS OF ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

Responsibilities of directors

As explained more fully in the Directors' Responsibilities Statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for
such internal control as the directors determine is necessary to enable the preparation of financial
statements that are free from material misstatement, whether due to fraud or error.

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

Auditor's responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with ISAs (UK) will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of usess taken on the basis of these
financial statements.

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

Use of our report

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

e

Matthew Anderson (Senior Statutery Auditor)
For and on behalf of UHY Hacker Young

Chartered Accountants
Statutory Auditor

Date: 12 September 2019



ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

GROUP STATEMENT OF TOTAL COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2018

Turnover
Cost of sales

Gross profit

Administrative expenses

Other operating income

Other operating expenses

Operating profit/(loss)

Interest payable and similar charges
Interest receivable and similar income
Fair value adjustments

Other income

(Expenses)/profit on disposal of investment

Profit on ordinary activities
before taxation

Tax on profit on ordinary activities
Profit on ordinary activities
after taxation

Non-controlling interest

Profit for the financial year

Other comprehensive income net of taxation

Note

w

Currency translation differences on foreign currency

net investments

2018
£

17,259,450
(6,708,203)
10,551,247

(10,144,408)

1,008,692
(379,581)
1,035,950
(794,284)
716,379
(180,604)

(164,217)

613,224

(54,004)

559,220

(45,930)

513,290

227,542

740,832

2017
£

4,361,210
(941,833)
3,419,377
(9,009,936)
1,198,483
(151,806)
(4.543,882)
(840,782)
302,281
(89,043)

13,956,376

8,784,950

564,890

9,349,840

(9,128)

9,340,712

2,032,314

11,373,026

The profit and loss account has been prepared on the basis that all operations are continuing operations.

Other comprehensive income is attributable to the owners of the parent company.



ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

CONSOLIDATED BALANCE SHEET

AS AT 31 DECEMBER 2018
2018 2017
Notes £ £ £ £
Fixed assets
Goodwill 9 1,974,224 2,303,261
Other intangible assets 9 110,807 56,826
Intangible assets 9 2,085,031 2,360,087
Tangible assets 10 20,103,989 20,016,714
Investments 11 3,446,746 3,356,759
25,635,766 25,733,560
Current assets
Stocks 12 53,247,725 51,119,786
Debtors 14 6,309,990 7,809,237
Investments 15 4,340,252 3,448,318
Cash at bank and in hand 2,513,639 4,734,969
66,411,606 67,112,310
Creditors: amounts falling due
within one year 16 (24,592,751) (21,802,930)
Net current assets - 41,818,855 45,309,380
Total assets less current liabilities 67,454,621 71,042,940 -
Creditors: amounts falling due '
after more than one year 17 (14,916,704) (19,289,117)
Non-controlling interest
Equity non-controlling interest (33,167) 10,095
52,504,750 51,763,918
Capital and reserves
Called up share capital 18 36,431,472 36,431,472
Profit and loss account 19 5,175,678 4,662,388
Other reserves 19 10,897,600 10,670,058
Shareholders’ funds - equity interests 52,504,750 51,763,918

The financial statements were approved and authorised for issue by the Board on 12 September 2019

and signed on its behalf by:

Director: Ignacio Pergz Diaz.

Company Registration No. 4011658



ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

COMPANY BALANCE SHEET
‘AS AT 31 DECEMBER 2018

2018

Notes £ £
Fixed assets
Investments ' 11 36,431,472
Current assets
Debtors 14 150,535
Cash at bank and in hand 13,092

163,627

Creditors: amounts falling due
within one year 16 (128,901)
Net.current (liabilities)/assets 34,726
Total assets less current liabilities 36,466,198
Capital and reserves
Called up shaie capital 18 36,431,472
Profit and loss account 19 34,726
Shareholders’ funds —equity interests 36,466,198

2017

36,431,472

150,119
14,654
164,773

(60,013)

104,760

36,536,232

36,431,472
104,760

36,536,232

The financial statements were approved and authorised for issue by the Board on 12 September 2019

and signed on its behalf by:

Ignacio Perez
Director

Company Registration No. 4011658



ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

GROUP STATEMENT OF CHANGES IN EQUITY
'FOR THE YEAR ENDED 31 DECEMBER 2018

Balance at 1 January 2017

Profit for the year
Movement in the year
Dividend payment
Disposal

Balance at 31 December 2017

Profit for the year
Movement in the year
Dividend payment

Balance at 31 December 2018

Share Profit Non
capital and loss Other Shareholders’ controlling
reserves reserves funds interest Total
£ £ £ £ £ £
36,431,472 (2,005,006) - 8,637,744 43,064,210 347,532 43,411,742
- 9,340,712 .- 9,340,712 9,128 9,349,840
2,032,314 2,032,314 (553) 2,031,761
- (2,673,318) - (2,673,318) - (2,673,318)
- - - - (366,202) ©  (366,202)
36,431,472 4,662,388 10,670,058 51,763,918 (10,095) 51,753,823
- 513,290 : - 513,290 45,930 559,220
- - 227,542 227,542 (2,668) 224,874
36431472 5,175,678 10,897,600 52,504,750 33,167 52,537,917

10



ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

COMPANY STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

Balance at 1 January 2017

Year ended 31 December 2017:

Profit and total comprehensive income
for the year

Dividends

Balance at 31 December 2017
Year ended 31 December 2018:
Profit and total comprehensive income

for the year
Dividends

Balance at 31 December 2018

11

Profit
Share and loss
capital reserves Total
£ £ £
36,431,472 (53,453) 36,378,019
- 2,831,531 2,831,531
- (2,673,318) (2,673,318)
36,431,472 o 04,760 36,536,232
- (70,034) (70,034)
36,431,472 34,726 36,466,198




ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

GROUP CASHFLOW STATEMENT

FOR THE YEAR TO 31 DECEMBER 2018

Notes

Cash flows from operating activities
Cash generated from operations
Interest paid

Income taxes (paid)

Net cash (outflow)/inflow from operating
activities

Investing activities

Receipts from sale of investments
Purchase of investments

Purchase of property, plant and equipment -
Payment to acquire intangibles

Disposal of tangible fixed assets

Interest received

Net cash used in investing activities
Financing activities
Proceeds from borrowings

Repayments of borrowings
Dividends paid to equity holders

Net cash generated from/(used in)
financing activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at beginning
of year
Cash and cash equivalents at end of year

Relating to:
Cash at bank and in hand

23

141,308
(359,205)
(306,969)

(53.861)

18,861

716,379

2,245,978
(2,620,510)

12

2018

£ .

(1,024,062)
(794,284)
(184,965)

(2,003.311)

156,513

(374,532)

(2,221,330)

4,734,969 .

2,513,639

(1,313,982)

(214,240)

(37,530)
14,118,528

302,281

(8,797,645)
(2,673,318)

2017
¢

2,036,415
(840,782)
(75.421)

1,120,212

12,885,057

(11,470,963)

2,504,306

2,230,663

4,734,969



ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1. Accounting policies

Company information

Zagaleta Limited (“the company™) is a limited company domiciled and incorporated in England
and Wales. The registered office is Quadrant House, 4 Thomas More Square, London E1W
TYW.

The group consists of Zagaleta Limited and all of its subsidiaries.

Accounting convention

These financial statements have been prepared in accordance with FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Ireland” (“FRS 102”) and the
requirements of the Companies Act 2006.

The financial statements are prepared in Sterling, which is the functional currency of the
company. Monetary amounts in these financial statements are rounded to the nearest £.

The financial statements have been prepared under the historical cost convention, modified to
include the revaluation of freehold properties and to include investment properties and certain
financial instruments at fair value. The principal accounting policies adopted are set out below.

As permitted by s408 Companies Act 2006, the company has not presented its own profit and loss
account and related notes. The company’s loss for the year was £70,034 (2017: profit
£2,831,531).

Basis of consolidation

The consolidated profit and loss account and balance sheet include the financial statements of the
company and its subsidiary undertakings made up to 31 December 2018. The results of
subsidiaries sold or acquired are included in the profit and loss account up to, or from the date
control passes. Intra-group profits, transactions, balances, income and expenditure are eliminated
fully on consolidation. The group has not included the subsidiary Verdevista SA as it is held for
resale. The investment is held as current asset investment and included in note 15 below. '

Acquisitions of investments

On the acquisition of a business, including an interest in an associated undertaking, fair values are
attributed to the group's share of net separable assets. Where the cost of acquisition exceeds the
fair values attributable to such net assets, the difference is treated as purchased goodwill and
capitalised in the balance sheet in the year of acquisition.

Turnever - Sale of land and properties

Turnover is the total amount receivable by the group, excluding value added tax, in the ordinary
course of business. Turnover mainly comprises sale of land and properties and is recognised on
exchange of contracts.

Turnover - Services

Revenues received from the provision of services are recognised on the basis of degree of
completion at the balance sheet date, provided that the result of the transaction can be reliably
estimated.

13



NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1. Accounting policies (continued)

Stocks and work in progress

Stocks and work in progress, are stated at the lower of cost and net realisable value. Net
realisable value is based on estimated selling price less all further costs to completion and all
relevant marketing, selling and distribution costs. Production cost includes the costs of direct
materials, individual plots of land, any investments made to develop, direct labour costs, general
manufacturing costs and general expenses incurred, which are allocated to each plot in proportion
to its surface area. '

Tangible fixed assets and depreciation

.Depreciation has been calculated to write off the cost of tangible fixed assets over their expected
useful lives at the following rates. All assets are recognised at original cost and have not been
revalued:-

Buildings 0 - 2% on cost
Plant and machinery 3% to 25% on cost
Fixtures, fittings, equipment and tools 3% to 25% on cost
Biological assets 10% to 15% on cost
Goodwill

For acquisitions of a business, including an interest in an associated undertaking, purchased
goodwill is capitalised in the year in which it arises and amortised over its estimated useful life up
to a maximum of 10 years with a full year's charge for amortisation in the year of acquisition.
The directors regard 10 years as a reasonable maximum for the estimated useful life of goodwill
since it is difficult to make projections exceeding this period.

Capitalised purchased goodwill in respect of subsidiaries is included within intangible fixed
assets. , :

Negative goodwill is similarly included in the balance sheet and is credited to the profit and loss
account in the periods in which the acquired non-monetary assets are recovered through
depreciation or sale. Negative goodwill in excess of the fair values of the non-monetary assets
acquired is credited to the profit and loss account in the periods expected to benefit.

The directors have considered the economic benefit derived from this negative goodwill and ‘have
considered that this should be written back over 10 years.

Foreign currencies

Transactions in foreign currencies are translated at the exchange rate ruling at the date of the
transaction. Monetary assets and liabilities are translated at the rates of exchange ruling at the
balance sheet date. All exchange differences are dealt with through the statement of total
recognised gains and losses as appropriate.

The closing rate as at 31 December 2018 is €1.109: £1 (2017: €1.12615: £1) and CHF1.24886: £1
(2017: CHF1.579501: £1).

Investments
Fixed and current asset investments are stated at cost less provision for diminution in value.

14



ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1. Accounting policies (continued)

Financial instruments
The company has elected to apply the provisions of Section 11 ‘Basic Financial Instruments’ and
Section 12 ‘Other Financial Instruments Issues’ of FRS 102 to all of its financial instruments.

Financial instruments are recognised in the company's statement of financial position when the
company becomes party to the contractual provisions of the instrument.

Financial assets and labilities are offset, with the net amounts presented in the financial
statements, when there is a legally enforceable right to set off the recognised amounts and there is
an intention to settle on a net basis or to realise the asset and settle the liability simultaneously.

Basic financial assets

" Basic financial assets, which include dLb[OlS and cash and bank balances, are initially measured
at transaction price including transaction costs and are subsequently carried at amortised cost
using the effective interest method unless the arrangement constitutes a financing transaction,
where the transaction is measured at the present value of the future receipts discounted at a
market rate of interest. Financial assets classified as receivable within one year are not amortised.

Other financial assets

Other financial assets, including investments in equity instruments which are not subsidiaries,
associates or joint ventures, are initially measured at fair value, which is normally the transaction
price. Such assets are subsequently carried at fair value and the changes in fair value are
recognised in profit or loss, except that investments in equity instruments that are not publically
traded and whose fair values cannot be measured reliably are measured at cost less impairment.

Impairment of financial assets
Financial assets, other than those held at fair value through profit and loss, are assessed for
indicators of impairment at each reporting end date.

Financial assets are impaired where there is objective evidence that, as a result of one or more
events that occurred after the initial recognition of the financial asset, the estimated future cash
flows have been affected. If an asset is impaired, the impairment loss is the difference between
the carrying amount and the present value of the estimated cash flows discounted at the asset’s
original effective interest rate. The impairment loss is recognised in profit or loss.

If there is a decrease in the impairment loss arising from an event occurring after the impairment
was recognised, the impairment is reversed. The reversal is such that the current carrying amount
does not exceed what the carrying amount would have been, had the impairment not previously
been recognised. The impairment reversal is recognised in profit or loss.

Derecognition of financial assets

Financial assets are derecognised only when the contractual rights to the cash flows from the
asset expire or are settled, or when the company transfers the financial asset and substantially all
the risks and rewards of ownership to another entity, or if some significant risks and rewards of
ownership are retained but control of the asset has transferred to another party that is able to sell
the asset in its entirety to an unrelated third party.

15



ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1. Accounting policies (continued)

Classification of financial liabilities

Financial liabilities and equity instruments are classified according to the substance of the
contractual arrangements entered into. An equity instrument is any contract that evidences a
residual interest in the assets of the company after deducting all of its liabilities.

Basic financial liabilities

Basic financial liabilities, including creditors, bank loans, loans from fellow group companies and
preference shares that are classified as debt, are initially recognised at transaction price unless the
arrangement constitutes a financing transaction, where the debt instrument is measured at the
present value of the future receipts discounted at a market rate of interest. Financial liabilities
classified as payable within one year are not amortised.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate
method.

Trade creditors are obligations to pay for goods or services that have been acquired in the
ordinary course of business from suppliers. Amounts payable are classified as current liabilities if
creditors are recognised initially at transaction price and subsequently measured at amortised cost
using the effective interest method.

Other financial liabilities

Derivatives, including interest rate swaps and forward foreign exchange contracts, are not basic
financial instruments. Derivatives are initially recognised at fair value on the date a derivative
contract is entered into and are subsequently re-measured at their fair value. Changes in the fair
value of derivatives are recognised in profit or loss in finance costs or finance income as
appropriate, unless hedge accounting is applied and the hedge is a cash flow hedge.

Debt instruments that do not meet the conditions in FRS 102 paragraph 11.9 are subsequently
measured at fair value through profit or loss. Debt instruments may be designated as being
measured at fair value though profit or loss to eliminate or reduce an accounting mismatch or if
the instruments are measured and their performance evaluated on a fair value basis in accordance
with a documented risk management or investment strategy.

Derecognition of financial liabilities
Financial liabilities are derecognised when the company’s contractual obligations expire or are
discharged or cancelled.

Equity instruments

Equity instruments issued by the company are recorded at the proceeds received, net of direct
issue costs. Dividends payable on equity instruments are recognised as liabilities once they are no
longer at the discretion of the company.

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax.
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- ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1. Accounting policies (continued)

Current tax

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net
profit as reported in the profit and loss account 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 group’s liability for current tax is calculated using tax rates that have been
enacted or substantively enacted by the reporting end date.

Deferred tax

Deferred tax liabilities are generally recognised for all timing differences and deferred tax assets
are recognised to the extent that it is probable that they will be recovered against the reversal of
deferred tax liabilities or other future taxable profits. Such assets and liabilities are not recognised
if the timing difference arises from goodwill or from the initial recognition of other assets and
liabilities in a transaction that affects neither the tax profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each reporting end 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 is realised. Deferred tax is charged or
credited in the profit and loss account, except when it relates to items charged or credited directly
to equity, in which case the deferred tax is also dealt with in equity. Deferred tax assets and
liabilities are offset if, and only if, there is a legally enforceable right to offset current tax assets
and liabilities and the deferred tax assets and liabilities relate to taxes levied by the same tax
authority.

Provisions

Provisions are recognised when the group has a legal or constructive present obligation as a result
of a past event, it is probable that the group will be required to settle that obligation and a reliable
estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle
the present obligation at the reporting end date, taking into account the risks and uncertainties
surrounding the obligation.

Where the effect of the time value of money is material, the amount expected to be required to
settle the obligation is recognised at present value. When a provision in measured at present value
the unwinding of the discount is recognised as a finance cost in profit or loss in the period it
arises.

Employee benefits
The costs of short-term employee benefits are recognised as a liability and an expense, unless
those costs are required to be recognised as part of the cost of stock or fixed assets.

The cost of any unused holiday entitlement is recognised in the period in which the employee’s
services are received.

Termination benefits are recognised immediately as an expense when the company is
demonstrably committed to terminate the employment of an employee or to provide termination
benefits.
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ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

1. Accounting policies (continued)

Retirement benefits
Payments to defined contribution retirement benefit schemes are charged as an expense as they
fall due.

Leases

Rental income from operating leases is recognised on a straight line basis over the term of the
relevant lease. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognised on a straight line basis over the
lease term.

2 Judgements and key sources of estimation uncertainty
In the application of the group’s accounting policies, the directors are required to make
judgements, estimates and assumptions about the carrying amount of assets and liabilities that are
not readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered to be relevant. 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 estimate is revised where the
revision affects only that period or in the period of the revision and future periods, where the
revision affects both current and future periods.

Critical judgements
The following judgements (apart from those involving estimates) have had the most significant
effect on amounts recognised in the financial statements.

Impairment

The group assesses at each reporting date whether there is an indication that investments in
subsidiaries may be impaired. If any indication exists or when annual impairment testing is
required, the group estimates the recoverable amount of the investment.

When the carrying amount of an investment exceeds its recoverable amount, the investment is
considered impaired and is written down to the recoverable amount.

The group also determines whether there are indicators of impairment of the group’s tangible
-assets. Factors taken into consideration in reaching such a decision include the economic
viability and expected future financial performance of the asset and where it is a component of a
larger cash-generating unit, the viability and expected future performance of that unit.

Stock provision
When evaluating stock for recoverability risk, the directors use their knowledge and experience to
determine any potential provision required.

Key sources of estimation uncertainty

The group does not have any major sources of estimation uncertainties that, if revised, would
result in a material adjustment to the carrying amounts of assets and liabilities within the next
financial year.
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ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

3. Turnover

The total turnover of the group for the period has been derived from its principal activities wholly

undertaken in Spain.

Property sales
Services

4, Operating profit/(loss)

2018
£

12,868,017
4,391,433

17,259,450

‘Operating profit/(loss) before taxation is stated after charging:-

Amortisation of goodwill

Depreciation of tangible assets
Depreciation of other intangible assets
Directors’ emoluments

(Profit)/Loss on foreign currency exchange
Fair value adjustment

Auditor’s remuneration
Fees payable to the auditors for the audit of the
group and subsidiary annual accounts

Non-audit services

5. Interest payable

Loan interest
Other interest

19

2018
£

329,037
552,311
770

" 362,856
(385,701)
180,604

127,069

127,069

2018
£

794,284

794,284

2017
£

1,102,044
3,259,166

4,361,210

2017
£

329,037
520,566
379
281,972
118,947
89,943

118,147

6,890
125,037

781,942
58,840

840,782



ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

6. Interest receivable

Bank and other interest

7. Taxation

The (credit)/charge for the year comprises:
Overseas taxation
UK Corporation tax

Factors affecting the tax charge for the year
-Profit on ordinary activities before taxation

_ Profit on ordinary activities before taxation
multiplied by standard rate of UK corporation
tax of 19% (2017: 19.25%)

Effects of

Foreign tax charged at higher/lower rates than
UK standard rate

Impairment charges

Other differences

Permanent differences

Tax losses (unutilised)/utilised

Profit on disposal of investment

Current tax charge/(credit)

20

2018
£

716,379

716,379

(79,023)

(154,921)
234,511
(63,076)

(62,509)

2017
£

302,281

302,281

(564,820)

(564,820)

(145,609)
15,780
(44,047)
98,931
(2,045,106)
(135,942)



ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

7. Taxation (continued)

The group has unrealised losses available to carry forward in respect of which no asset has been
created as the group’s profit streams, which can utilise these losses are uncertain. Losses
amounting to approximately £5,141,000 (2017: £4,784,000) are carried forward in the UK.

The UK rate of corporation tax will be reduced further from its current rate of 19% to 17% from |
April 2020. Any UK deferred tax assets and liabilities existing at 31 December 2018 would
reflect this rate change had these been provided for.

The standard rate at which the profits of the underlying Spanish operating subsidiaries are
charged is 25% (2017:25%). :

In Spain, the losses available to carry forward amount to approximately €1,866,000 (2017:
€1,573,000).

8. Dividends

2018 2017
£ £

Paid
Interim dividend - 2,673,318
- 2,673,318
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ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

9. Intangible fixed assets — Group

Cost

At 1 January 2018
Additions

Disposal

Exchange difference

At 31 December 2018
Amortisation

At ] January 2018
Exchange differences
Charge for the year
At 31 December 2018

Net book value

‘At 31 December 2018

At 31 December 2017

The company had no intangible fixed assets at 31 December 2018 or 31 December 2017.

Positive Negative Other
Goodwill Goodwill Assets Total
£ £ £ £
17.843,843 (373,394) 58,859 17,529,308
- - 53,861 53,861
- - 1,129 1,129
17,843,843 (373,394) 113,849 17,584,298
15,540,582 (373,394) 2,033 15,169,221 -
- - 239 239
329,037 - 770 329,807
15,869,619 (373,394) 3,042 15,499,267
1,974,224 - 110,807 2,085,031
12,303,261 - 56,826 2,360,087
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ZAGALETA LIMITED AND SUBSIDIARY COMPANIES

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2018

¢ 10 Tangible fixed assets — Group
Land and building Land and Plant and  Golf course Other fixed Motor
Leisure facilities building machinery improvements Assets vehicles
(own use) Total

£ £ £ £ £ £ £
Cost and valuation
On 1 January 2018 25,066,360 414,525 2,355,223 69,162 183,672 91.058 28,180,001
Exchange adjustments 392,692 6,728 38,059 782 3.830 1,238 443,329
Additions 295,647 - 3,067 7,119 1,136 - 306,969
Disposal - - - - - - -
Reclassifications . - - - - (18,861) - (18.861)
At 31 December 2018 ) 25,754,699 421,253 2,396,349 77,063 169,777 92,296 28,911,438
Depreciation
At 1 January 2018 5,717,043 95,547 2,111,573 56,636 156,338 26,150 8,163,287
Exchange 69,352 1,327 32,795 665 2,974 85 107.198
Charge 490,067 4,674 29,882 5314 6.248 16,126 552,311
On disposals - - - - - - -
Reclassifications - - - - (15,348) - (15.348)
At 31 December 2018 6,276,462 101,548 2,174,250 62,615 150,212 42,361 8,807,448
Net book value
At 31 December 2018 19,478,237 319,705 222,099 14,448 19,565 49,935 20,103,989
At 31 December 2017 19,349,316 318,977 243,651 12,526 27.554 64,909 20,016,714

In the opinion of the directors the cost of land and buildings leisure facilities should not be depreciated as it mainly consists of land and it would be inappropriate to do so.

The company had no tangible fixed assets at 31 December 2018 or 31 December 2017.
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