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Certification of Financial Statements

In compliance with Section 60(2) of the Investment and Securities Act, 2007, we have
reviewed the Unaudited Financial Statements of the Group for the First Quarter Ended 31

March 2019.

The Financial Statements, based on our knowledge, does not contain any untrue statement of
any material fact or contain any misleading information in any respect.

The Financial Statements, and other financial information included therein, fairly present in all
material respects the consolidated statement of financial position, consolidated financial
performance and consolidated cash flows of the Group for the First Quarter Ended 31 March

2019.

We are responsible for designing the internal controls and procedures surrounding the
financial reporting process and assessing these controls in accordance with Section 60(2) of
the Investment and Securities Act, 2007 and have designed such internal controls and
procedures, or caused such internal controls and procedures to be designed under our
supervision, to ensure that material information relating to the Company is made known to us
by others within the entity. The controls, which are properly prepared, have been operating

effectively during the period under reference.

Based on the foregoing, we, the undersigned, hereby certify that to the best of our knowledge
and belief, the information contained in the Unaudited Financial Statements of Ikeja Hotel Plc
for the First Quarter Ended 31 March 2019 are complete, accurate and free from any material

misstatement.

q ‘ S‘L”"/Sdi 7

Zacchaeus 0. Adeyemo

Finance Manager
FRC/2018/ICAN/00000017858

Theophilus E. Netufo
Chief Operating Officer
FRC/2013/ICAN/00000004775

11-Apr-19 11-Apr-19
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IKEJA HOTEL PLC

ACCOUNTING POLICIES AND OTHER DISCLOSURES
FOR THE PERIOD ENDED 31 MARCH 2019
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The Group

The reporting entity

The Group
The group comprise Tkeja Hotel Ple. and its subsidiary - Hans Gremlin Limited, a special purpose vehicle which holds 51% of the

ordinary shares in Capital Hotels Ple, Charles Hampton with 89.9% and IHL Services Limited with 100% shareholdings.

The registered office of the company is at 84, Opebi Road, Ikeja, Lagos, Nigeria.

Principal activities
The principal activities of the group are operation of hotels and restaurants, apartment letting,recreational facilities, night clubs and a

business centre, advisory and consultancy services to undertakes advisory management on all type of businesses.

Accounting Policies and Methods
These consolidated financial statements have been prepared in accordance with International Financial Reporting Standards (TFRS').

The preparation of the Consolidated Financial statements in conformity with IFRS requires management to make judgements, estimates
and assumptions that affect the application of accounting polices and reported amounts in the consolidated financial statements. The
areas involving a higher degree of judgement or complexity or areas where assumptions or estimates are significant to the financial

statemnets as disclosed below:

Functional and presentation currency
The consolidated financial statements are presented in naira, which is the group's functional and presentational currency. The

consolidated financial statements are presented in the currency of the primary economic environment in which the group operates (its
functional currency). For the purpose of the consolidated financial statements, the consolidated results and financial position are
expressed in naira, which is the functional currency of the group and the presentational currency for the financial statements.

Going concern status
The consolidated financial statements have been prepared on a going concern basis, which assumes that the entity will be able to meet

its financial obligations as at when they fall due. There are no significant financial obligations that will impact on the entity's resources
which will affect the going concern of the entity. Management is satisfied that the entity has adequate resources to continue in
operational existence for the foreseable future. For this reason, the going concern basis has been adopted in preparing the consolidated

financial statements.

Statement of Compliance
The financial statements have been prepared in accordance with Interim Financial Reporting (IAS 34) under the International Financial

Reporting Standards.

Basis of consolidation
The consolidated financial statements comprise the financial statements of the company and its subsidiaries as at 31 March, 2019.

¢ date on which the group obtains control, and continues to be

Subsidiaries are fully consolidated from the date of acquisition, being th
date when such control ceases. The financial statements of the subsidiaries are prepared for the same reporting

consolidated until the
period as the parent company, using the same accounting policies.
dividends, unrealised gains on tranasctions within the Group are eliminated on consolidation.

All inter-group balances, transactions, . r : .
jons are eliminated, but only to the extent that there is no evidence of impairment.

Unrealised losses resulting from inter-group transact

A change in the ownership interest of 2 subsidiary, without a loss of control, is accounted for as an equity transaction.

Critical accounting estimates and judgement ‘ . .
The estimates and judgements that have a significant risk of causing a material adjustment to the carrying amounts of assets and

liabilities within the next financial year are as follows:
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a. Asset uscful lives and residual values:
Property. plant and equipment are depreciated over their useful lives, taking into account residual values where appropriate The actual

useful hives of the assets and residual values are assessed annually and may vary depending on a number of factors In re-assessing
asset useful hives, factors such as technologieal innovation, product life cycles and maintenance programmes are taken into account
Residual value assessments consider assues such as future market conditions, the remaining life of the assets and projected disposal

values

b. Taves
i Uncertainties exist with respect to the amount and timing of future taxable income Given the complexities of existing contractual

agreement. differences ansing between the actual results and the assumptions made could necessitate future adjustment to tax income
and expenses already recorded The Company establishes provisions based on reasonable estimates

ii Deferred taxes are recogmised for all unused tax losses to the extent that it is probable that taxable profit will be available against which
the losses can be utilised Significant management judgement is required to determine the amount of deferred tax assets that can be
recognised, based upon the likely iming and the level of future taxable profits together with future tax planning strategies

¢. Provisions/contingencies
Provisions arc liabilities of uncertain timing and are recognised when the entity has a present legal or constructive obligation as a result

of past cvents. it is probable that an outflow of recources will be required to settle the obligation; and the amount that has been reliably
estimated Provisions are not recognised for future operating losses

Where there are a number of similar obligations, the likelihood that an outflow will be required in settlement is determined by
considering the class of obligations as a whole. A provision is recognised even if the likelihood of an outflow with respect to any one

item included in the same class of obligations may be small

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a pre-tax rate that
reflects current market assessments of the time value of money and the risks specific to the obligation. The increase in the provision

due to passage of time is recognised as interest expensc

d. Impairment of financial assets
In assessing collective impairment, the group 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.

e. Retirement benefit obligation
The present value of the pension obligations depends on a number of factors that are determined on an actuarial basis using various
ts in future. The assumptions used include the discount rate, future salary

assumptions that may differ from actual developmen
Changes in these assumptions will impact the carrying amount of the pension

increases, mortality rates and future pension increases.
obligation. The Group determines the appropriate discount rate at each reporting date. In determining the appropriate discount rate,

management considers the interest rates of corporate bonds that are denominated in the currency in which the benefits will be paid and
that have terms to maturity approximating the expected term of the related pension obligation.

f. Non-current assets held for sale .
On retirement of items of property, plant and equipment (usually operational motor vehicles) from operations, they are falr-vglged and
reclassified to a non-current-assets-held-for-sale account at the lower of their NBVs and fair-value less cost to sell with any dn‘t‘tcrcnccs
arising thereon taken to profit or loss Since there are no active markets dealing in second-hand vehicles, thcﬁ Group exercises judgment
in placing realistic values to the assets classified as held-for-sale by reference to the circumstances of previous disposals taking

These valuations are usually carried out by an assets

cognizance of physical conditions, vehicle brands, age, economic realities etc . r . by
disposal committee comprising the head of materials management, head of administration, head of internal audit, head of finance and

the service engineer. The gross value of these assets are usually material and future results could be affected where actual proceeds

differ materially from the valuations
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Allowances on trade receivables

The debtor's age analysis is evaluated on a repular basis Allowance for doubtful accounts is hased on a periodic review of all
outstanding amount. where significant doubt about collectibility exists, including an analysis of historical bad debts, customers
creditworthimess current economie trends and changes i customers payment terms. Debtors balances are provided for based on the
cntena mentioned above Bad debts are witten oft when identified as uncollectible and are included in other operating expenses

. Inventory provisions
The inventory provision 1s based on average loss rates of inventory in recent months The provision makes use of inventory counts

performed which s considered to be representative of all inventory items held

The principal accounting policies applied in the preparation of these consolidated financial statemnts are set out below. These policies
have been applied consistently for all the years presented. unless otherwise stated

) Investments in subsidiaries
The consohdated financial statements incorporates the financial statements of the company and all its subsidiaries where it 1s
determined that there 15 a capacity to control
Control means the power to govern, directly or indirectly, the financial and operating policies of an entity so as to obtain benefits from
its activities All the facts of a particular situation are considered when determining whether control exists

Control is usually present when an entity has

* power aver more than one-half of the voting rights of the other entity;

* power to govern the financial and operating policies of the other entity:;

* power to appoint or remove the majority of the members of the board of directors or equivalent governing body; or
* power to cast the majority of votes at meetings of the board of directors or equivalent governing body of the entity

Subsidiaries are consolidated from the date on which control is transferred to the Group and cease to be consolidated from the date that
control ceases. Changes in the Group’s interest in a subsidiary that do not result in a loss of control are accounted for as equity
transactions (transactions with owners).

In its separate accounts, the Company accounts for its investment in subsidiaries at cost.

Inter-company transactions, balances and unrealised gains on transactions between companies within the Group are eliminated on
consolidation. Unrealised losses are eliminated in the same manner as unrealised gains, but only to the extent that there 1s no evidence
of impairment. Consistent accounting policies are used throughout the Group for consolidation.

b) Investments in associates

An associate is an entity over which the Group has significant influence and that is neither a subsidiary nor an interest in a joint
venture. Significant influence is the power to participate in the financial and operating policy decisions of the investee but is not control
or joint control over those policies. The investment in an associate is initially recognized at cost in the separate financial statements,
however in its consolidated financial statements; it is recognized at cost and adjusted for in the Group’s share of changes in the net
assets of the investee after the date of acquisition, and for any impairment in value. If the Group’s share of losses of an associate
exceeds its interest in the associate, the group discontinues recognizing its share of further losses.

c) Investments in joint ventures

d)

A joint venture is an entity over which the Group has joint control. Joint control is the contractually agreed sharing of control over an
economic activity, and exists only when the strategic financial and operating decisions relating to the activity require the unanimous
consent of the parties sharing control. The investment in a joint venture is initially recognized at cost and adjusted for in the Group’s
share of the changes in the net assets of the joint venture after the date of acquisition, and for any impairment in value. If the Group’s
share of losses of a joint venture exceeds its interest in the joint venture, the company discontinues recognizing its share of further

losses.

Investments in special purpose entities (SPEs)
SPEs are entities that are created to accomplish a narrow and well-defined objective. The financial statements of the SPE 1s included in

the consolidated financial statements where on the substance of the relationship with the Group and the SPE's risk and reward, the
Group concludes that it controls the SPE.
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¢) Business combinations
Busmess combimanons are accounted for using the acquisition method - The consideration for acquisition is measured at the fair values

ofassets given hahihnes mcured or assumedand equity instruments issued by the Group in order to obtain control of the acquiree (at
the date of exchange) Costencurred i connection with the acquisition are recognised in profit or loss as incurred Where a business
combination s achieyed in stages, previonsty held interests in the acquiree are re-measured to fair value at the acquisition date (date the
Group obtains control) and the resulting gam or loss, 1s recognised in profit of loss Adjustments are made to fair values to bring the
aceounting policies of acquired businesses into alignment with those of the Group The costs of integrating and reorganising acquired
businesses are charged 1o the post acquisition profit or loss If the initial accounting is incomplete at the reporting date. provisional
amounts are reconded - These amounts are subsequently adjusted during the measurement period. or additional assets or habilities are
rocogmsed when new information about its existence is obtained during this period Non-measurement period adjustments to
contingent consideration(s) classified as equity are not remeasured  Non-measurement period adjustments to other contingent
considerations are remeasured at fair value with changes in fair value recognised in profit or loss Where settlement of any part of cash
consideration 1v deferred. the amounts pavable in the future are discounted to their present value as at the date of exchange The
discount rate used 15 the group's incremental borrowing rate. being the rate at which a similar borrowing could he obtained from an

independent financier under comparable terms and conditions

0 Goodwill
Goodwill on acquisitions comprises the excess of the aggregate of the fair value of the consideration transferred, the fair value of any
previously held interests, and the recognised value of the non-controlling interest in the acquiree over the net of the acquisition date
amounts of the identifiable assets acquired and liabilities assumed Goodwill is carried at cost less accumulated impairment losses
Goodwill is tested for impairment annually Gains and losses on the disposal of an entity include the carrying amount of goodwill

relating to the entity sold

g) Segment Reporting
Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision maker

The executive committee of the group has been identified as the chief operating decision
makers and are responsible for assessing the financial performance and position of the group,

and make strategic decisions

h) Intangible assets

- Intangible assets acquired separately
Amortisation is charged to profit or loss on a straight-line basis over the estimated useful lives of the intangible asset unless such lives

are indefinite. These charges are included in other expenses in profit or loss. Intangible assets with an indefinite useful life are tested
for impairment annually. Other intangible assets are amortised from the date they are available for use. The useful lives is as follows

« Computer Software - 10 years
Amortisation periods and methods are reviewed annually and adjusted if appropriate.

- Intangible assets acquired separately
Intangible assets acquired separately are shown at historical cost less accumulated amortisation and impairment losses.

- Intangible assets generated internally . . v
Expenditures on research or on the research phase of an internal project are recognised as an expense when incurred. The intangible

assets arising from the development phase of an internal project are recognised if, and only if, the following conditions apply:

it is technically feasible to complete the asset for use by the Group v o
If no intangible asset can be recognised based on the above, then development costs are recognised in profit and loss in the period in

which they are incurred.

i) Property, plant and equipment N o »
Property, plant and equipment is stated at cost, net of accumulated depreciation and/or accumulated impairment losses, if any. Such

cost includes the cost of replacing component parts of the property, plant and equipment and borrqwing costs for lfmg-term construction
projects if the recognition criteria are met. When significant parts of property, plapt '«‘md equnpmer_lt are requlrgd to be rcpla(.:ecii at
intervals, the Company derecognises the replaced part, and recognises the new part with its own associated useful life and d‘epremauon
Likewise, when a major inspection is performed, its costs is recognised in the carrying amount of the plant and equipment as a
replacement if the recognition criteria are satisfied.

When the carrying amount of an asset is greater than its estimated recoverable amount, it is written down immediately to its recoverable

amount.
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j) Subsequent costs
Subsequent costs are included in the asset’s carrying amount or recognised as a separate assct, as appropriate, only when it is probable

that future cconomic benefits associated with the item will flow to the Company and the cost of the item can be measured reliably. All
other repairs and maintenance are charged to the income statement during the financial period in which they are incurred

K) Derecognition of property, plant and equipment
An item of property, plant and equipment is derecognised on disposal or when no future economic benefits are expected from its use

Any gain or loss arising on de-recognition of the asset (calculated as the difference between the net disposal proceeds and the carrying

amount of the asset) is included in income statement in the year the asset is derecognised

1) Depreciation of property, plant and equipment
Depreciation of property. plant and equipment 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 uscful
lives of cach part of an item of property, plant and equipment, since this most closely reflects the expected pattern of consumption of

the future cconomic benefits embodied in the asset

The estimated useful lives are as follows:

Class of assets %
Frechold land NIL
Building 5
Hotel equipment 20
Office equipment 10
Computer equipment 33'/;
Motor vehicles 33'/1

Depreciation methods, useful lives and residual values are reviewed at each financial year end and adjusted if appropriate.
Land and assets under construction (work in progress) are not depreciated.

m) Derecognition
An item of property,plant and equipment is derecognised on disposal or when no future economic benefits are expected from its use.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount, these are included in the income

statement as operating income.

When revalued assets are sold, the amounts included in the revaluation surplus are transferred to retained earnings.

n) Reclassifications
When the use of a property changes from owner-occupier to investment property, the property is re-measured to fair value and

reclassified as investment property. Any gain arising on re-measurement is recognized in income statement to the extent that it reverses
a previous impairment loss on the specific property, with any remaining recognized in other comprehensive income and presented in
the revaluation reserve in equity. Any loss is recognized immediately in income statement.

Financial instruments
The Group classifies financial instruments, or their component parts, on initial recognition as a financial asset, a financial liability or an

equity instrument in accordance with the substance of the contractual arrangement. Financial instruments are recognised when the
Group becomes a party to the contractual provisions of the instrument.

The Group classifies its financial assets and liabilities in the following categories:

« Financial assets at fair value through profit or loss;

+ Loans and receivables;

« Held-to-maturity investments;

« Available-for-sale financial assets;

« Financial liabilities at fair value through profit or loss; and

« Financial liabilities at amortised cost.
Financial instruments are recognised initially at fair value plus transactions costs that are directly attributable to the acquisition or issue

of the financial instrument, except for financial assets at fair value through profit or loss, which are initially measured at fair value,

excluding transaction costs (which is recognised in profit or loss).
Equity instruments for which fair value is not determinable, are measured at cost and are classified as available-for-sale financial assets.

Financial assets are derecognised when the rights to receive cash flows from the assets have expired or have been transferred and the
Group has transferred substantially all the risks and rewards of ownership.






