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JE Beale plc

The Chief Executive Statement below relates to Beale PLC J E Beale plc 1s Beale PLC's only trading subsidiary

Chief Executive’s Statement

Introduction

This year has been a seminal year for Beales with the purchase of 19 stores from the Angha Regional Cooperative Society
Limited (ARCS) The year has seen a much reported challenging retall environment as ongoing retrenchment in
government spending takes hold, combined with depressed economic growth and the conttnued increase in unemployment
which has unsetiled consumers CQur gross sales {Iincluding VAT and concessions) for the year, excluding the acquired
staores, were £87 4m (2010 £87 2m} Sales inciuding the new stores were £110 0m (2010 £87 2m) This resulted n a
51 6% increase in gross sales for the second 6 months of trading of the enlarged Group The Group pre-tax profit for the
year was £0 5m (2010 £0 7m loss) This included the net exceptional income of £4 8m arnsing from the Transaction and the
trading loss from the ARCS stores for the 23 weeks of £1 8m We continue to review our cost base and to stnive to realise
the synergies from the integration

Product sales

The expansion of the Group has provided the Group with a significant increase in buying power which has provided more
opportunities to buy volume lines We have also been able to bring more own bought product groups such as electrical and
occasional furniture into the core business and these new areas are delivening incremental sales and performing above
management expectations In addition due to our increase In scale, as a result of the Transaction, we have become an
increasingly important partner to certain of our concession partners, becoming one of therr largest five partnerships This
has helped in discussions to open new doors and bulld closer ties A number of the former ARCS concession partners
which were not In core Beales stores have opened in new locations in our existing stores and are performing above
management expectations

We continue to builld our own label portfolio Whitakers Finest Linens 15 a high thread-count sheeting and towel range
Home Basics provides entry price point towels, sheeting, duvets and pillow ranges In fashions we have introduced two own
fabels Gem by George Davies and The Collection, which outperformed other own bought fashions and are delivering
improving margins We have expanded our Broadbents & Boothroyds formal menswear brand into a casual life styte brand
which 18 now our biggest performing menswear brand We continue te add to the successful All Cooks range in kitchen-
ware plus have introduced Whitakers Fine Dining into glass and table-ware, and in our Bournemouth store we have
launched an Amencan style ice-cream sundae, waffle and pancake parlor

We continue to develop our internet sales with the introduction of many new ranges The Board sees the continued growth
in this sales medium as an important part of our future sales strategy especially as we now have stronger geograptucal
presence in many pans of the country We will continue to develop our email address base to help grow such internet sales

Buying in margin

Our buying in margin has been affected by the mix of product of the acquired stores, many of which have large electrical
depariments which generate higher revenues as a result of the larger ticket pnces but cperate on considerably lower
margins In addition, the core margin has been affected shghtly by the increase of VAT impacting on purchase prices early
in 2011 However, we continue to exploit opportunities to enhance the achieved margin by the growth in our own label
preducts which has been helped considerably by the increase in scale of our business

Service and people

Customer service 1s pivotal to our proposihon and a core value We have invested considerable time, energy and money in
training programmes aimed at improving our levels of customer service  We continue to invest in our stores to improve the
customer expenence whilst shopping with us and our ambition continues to be to deliver levels of service that our
customers simply cannot get anywhere else

The Board wishes to thank all of our staff for their hard work and contnbution throughout the year and welcomes our new
members to the Beales' family

Cost controls

We continue to challenge all our cost areas and it remains uppermost In our minds whilst ensunng that we balance this
ambiion with maintatning our service levels, sales drive, operating systems and central support We will continue to look for
cost savings opporturities and further synergy benefits throughout the coming year

Principal nsks and uncertainties

All retallers face a very challenging and competitive trading environment Sound risk management 1s an
essential discipline for running the business efficiently The nature of nsk 1s that no list can be tatally
comprehensive, though the directors believe the pnncipal nsks and uncertainties faced and the mitigating
actions taken to manage these rnsks and uncertainties are as follows
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JE Beale plc

Chief Executive’s Statement continued

A sustained economic downturn with the need for increased discounting and promotions adversely impacts on revenues
and margins In mitigation we

* Continually review the markets and performances of the trading environment

* Balance our exposure by managing product mix, supplier mix and profit margins
* Regularly monitor strategic key performance indicators

* Seek to enhance our sourcing margins and improve commercial terms

The Group strategy for enhanced profitability from acquisition benefits 1s delayed In ritigation we

* Undertake regular reviews and reappraisals of integration plans

* Seek to capture the identified synergy benefits frem acquisitions

* Continually challenge the supply base to deliver enhanced margins

* Regularty monitor performance 1o ensure the expected economies of scale are delivered

In uncertain economic conditions the level of resources may be inappropnate to deliver the expected business benehis In
mitigation we

* Regulary review the group corporate plan against expectation
* Monitor our cost controls aganst structured financial plans and act accordingly
* Invest in appropriate systems to cost effectively monitor performance and add value

The Group has inadequate financial resources to deliver the planned business benefits In mitigation we

¢ Maintain a strong relationship with major stake-holders

* Ensure consistent and disciplined monitoring of werking capital

* Mantain a sound relationship with our bank, seeking to renew the term loan facility in 2012
* Review the allocation of Group rescurce and capital investrment

The Group may lose expertise that 1s key to delivenng success tn miigation we

*  Seek to motivate all colleagues to fulfil Group targets
* Have an ethos of candid and henest communication

Relevant review of remuneration appropnate to all areas of the business
* Seek to develop our people to take on greater responsibility

We have continued to work within cur banking facilities However, the Group is subject to a number of nsks and
uncertainties, the principal ones being set out above, which we continually review in determining that the Group continues
to operate as a going concem, as explamed in the Finance Directors Review on pages 9 to 12

Environment

We believe in working with and supporting the communities in which we operate and we are closely involved with the town
centre and councils In many of the towns tn which we trade We continue to seek ways to reduce product packaging and
bag usage i addition to tncreasing the recycling of cardboard, plastic and other waste We also continue to pay particular
attention to reducing the environmental impact of the Group's carner bags and with assistance from the Carbon Trust seek
opportunaties for greater energy sefficiency n our stores, service bulldings and offices  The financial implications of the
govemnment policy in relation to the carbon mils will be a continued burden on all businesses, we continue to seek to
reduce our carbon footprint by working with the relevant government agencies
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Chief Executive’'s Statement continued

OCutlook and summary

Since my last statement, the economic outlook has changed significantly, with the reaiity of the government’s spenaing now
starting to have an effect on the econemy We have seen big ticket items such as electneal (1 e TVs and white goods and
furmture) become more aggressively promoted across the retait sector Quite simply it s very difficult to accurately forecast
consumers' attitude to retail spending set against a backdrop of increasing media speculation on jobs losses, the overall UK
economic conditions and the possible impact of financial contagion caused by fall-out from the Eurozone

We will therefore focus our attention on what we can centrol We will continue to monitor our customers’ reaction to any
changes and adjust our trading strategy accordingly but in my view the uncertain economic environment will continue to
make our customers cautious threughout the year QOur increased focus on commercal direct purchasing has assisted us to
date, benefitting our input margins Our balance sheet remains strong and we continue to enjoy a strong and healthy
refationship with our bank, HSBC As a management team, we are contnuously and nigorously focused on improving our
business not just for today, but also for tomorrow when the economic uptum comes The Board will work hard to deliver the
improvement In results, with the ulimate objective of retuming the Group to operational profitability in the medium term

Tony Brown
Chief Executive
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Directors’ Report

The directors present therr annual report on the affairs of the Company, together with the financial statements and auditors’
report, for the 52 weeks ended 29 October 2011

Prnincipal activities

The Company's pnncipal actvity 15 the operation of department stores The Company trades as Beales in Bedford, Bolton,
Boumemouth, Hexham, Horsham, Kendal, Poole, Rochdale, Southport, Tonbndge, Winchester and Worthing At the EGM on
17 May 2011 the shareholders approved the acquisition from ARCS and on 22 May 2011 the Group acquired 19 department
stores from ARCS in the following locations Abingdon, Beccles, Bishop Auckland, Chipping Neorlon, Cinderford, Diss,
Harrogate, Keighley, Kings Lynn, Lowestoft, Manshield, Peterborough, Redcar, Saffron Walden, Skegness, Skipton, Spalding,
5t Neots and Wisbech The stores have since been fully re-branded as Beales stores

Business review

A review of the business of the Company, including a list of the pnncipal nsks and uncertainties facing the Company, Is set out
in the Chief Executive’s statement on page1 and 2 The Chief Executive also includes details of expected future developmenis
in the business of the Company

Further to the Beale PLC Chtef Executive statement please find below further analysis
Overview of the Year

The year 2011 was most significant in the Company’s recent history, the acquisition in May of 19 department stores from
Angla Regional Co-operative Society Limited (ARCS) (the Transaction’) substantially increased the Company's trading
space The new stores vary in trading square footage from 6,000 sq ft in Diss 1o 94,000 sq ft in Mansfield In total the new
stores have increased the trading space for the Group from 550,000 sq ft to n excess of 1,000,000 sq fi This has
prowvided for the scale that the business needed to leverage its central function It s relevant to note that as part of the
Transaction ARCS acquired 8 5 million new redeemable preference shares of £1 each in Beale PLC

The final acquisition price of £6 7m and the additional working capial for the acquired stores was financed from resources
provided by ARCS through a deal incentive of £2 3m, a five year term loan of £2 5m and a £7 5 million loan from Beale PLC
which 15 repayable on demand In addiion to these imhal commitments ARCS will continue to make ongoing financial
contnbutions to support the integration of a number of the stores The acquisihon was approved by Beale PLC shareholders
in an extraordinary general meeting held on 17 May 2011 After taking into account the incentives provided by ARCS to
complete the transaction, the fair value of assets and habilites acquired 1s greater than the fair value of net consideration
pad and incentives received This has resulted in negative goodwill ansing of £3 3m, which has been credited to the
income statement and 1s shown net of the exceptional costs of completing the transaction and integrating the two
businesses The total net exceptional income for the year of £2 9m 15 detalled in note 5 to the financial statements

Results

Gross sales (including VAT and concessicnal sales) for the Company for the 52 weeks ended 29 October 2011 were
£110 Om being 26 1% above the previous year (20710 £87 2m) This includes £22 7m of gross sales relating to the acquired
stores The core stores {excluding the 19 stores acquired in the year) companson shows a small increase of 0 1% Dueto
acquisitions of Hexham and Rochdale being made part way through the previous financial year, the like for hke gross sales
were 8 4% below previous year It should be noted that own bought sales, excluding VAT, n the year increased by 29 3%,
while concession sales, excluding VAT, increased by 17 3% Due to the increase in the VAT rate to 20 0% (2010 17 5%) 1n
January 2011 the gross sales increase of 26 1% resulted in total sales, excluding VAT, being 23 8% up on previous year
This, coupled with an improvement in concession margins, resulted in the revenue increase heing 27 6%, as analysed in
note 3 of the financtal statements The Company revenue was £62 Om, being 27 6% above the previous year (2010
£48 6m) The core stores (excluding the 19 stores acquired in the year) revenue increased by 0 1%, like for like revenue
was 9 3% below previous year

Gross profit for the year was £31 8m (2010 £26 1m) and was achieved at a margin of 51 3% (2010 53 7%) This includes
the gross profit generated by the acquisitions of £6 Om The acquired stores traded at a lower margin of 45 0% due to the
mix of lower margin products, predominantly electncal During the year the Company has continued to work on improving
the buying in margins to negate the effect of increases in VAT imposed from 4 January 2011 The core stores gross margin
achieved was 53 1%, only marginally down on the previous year despite the vanation in VAT rates

Even though the Company has expanenced an unprecedented year of growth through acquisiton, every effort has been
made to maintain a close focus on administrative expense control The total expenses for the year of £35m include £7 8m
atinbutable to the acquired stores The core stores expenses of £27 2m are 5 4% higher than the previous year (2070
£25 8m) However this increase includes administrative expenses In relation to operating the acquisitions made in 2010 for
a full year As noted above, net exceptional income of £2 9m resulted from the acquisitions in the year Operating loss for
the Company was £254,000 (2010 £264,000 profify mncluding the positive impact of absorbing and operating the new
acquisitions, attnbuted to be £1,087,000 (including the exceptional income of £2 9 million) in the 23 weeks of trading
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Directors' Report continued

Balance Sheet

The Company’s balance sheet takes into account the Company's part of the ARCS Transaction
The balance sheet continues to show negative equity £940,000 (2010 £873,000)

Dividends
No dwvidend was paid dunng the year (2010 Nif)

Capital structure

Details of the 1ssued share capital of the Company are shown in note 21 The Company has one class of ordinary shares
which carnes no night to fixed income Each share carnes the nght to one vote at general meetings of the Company

There are no specific restrnctions on the size of a holding nor on the transfer of ordinary shares, which are both governed by
the general provisions of the Arhicles of Association and prevailing legistation The directors are not aware of any agreements
between holders of the Company's shares that may result in restrictions on the transfer of secunttes or on voling nghts

No person has any special nghts of control over the Company’s share capital and all 1ssued shares are fully paid

The Company has one cfass of management share which carnes a fixed non-cumulative dividend at the rate of 5% per annum
Each share carmnes the nght to one vote at the general meeting of the Company

With regard to the appointment and replacement of directors, the Company 15 governed by Its Articles of Association, the
Combined Code, the Companies Act 2006 and related legislation and the non-executive director agreement with ARCS  The
Articles themselves may be amended by special resolution of the shareholders

Under iis Articles of Association, the Company has authonty to issue 1,212,254 ordinary shares and 146,960 management
shares

Directors

The directors durning the year and to the date of signing this report were Tony Brown, John Chillcott* (appointed 24 August
2011), Keith Edelman®, Mike Kilingley* {resigned 8 November 2011), Ken Owst, Tony Richards (appointed 1 September 2011)
and Wilfiam Tuffy* (appointed 8 November 2011} {*Non-executive)

John Chillcott* was appointed as a non-independent non executive director on 24 August 2011 Tony Richards was appointed
as trading director on 1 September 2011 Willam Tuffy was appainted as an ndependent non-executive director on 8
November 2011 Tony Brown, Kerth Edelman and Ken Owst will all offer themselves for re elechion at the Annual General
Meeting

Tony Richards and Willam Tuffy will offer themselves for election at the Annual General Meeting John Chillcott’'s appointment
1s not subject to approval by shareholders

Biographical details of directors, indicating responsibilities and experence, are set out in Beale PLC financial statements

Directors’ interests

The interests of the directors In the share capital of Beale PLC, the parent Company, are disclosed in the board report on
directors’ remuneration contained in the annual report of Beale PLC No director had a benehicial interest in the share
capital of the Company

Directors’ interests in contracts with the Company
No director has had an interest in any contract with the Company

Directors’ share options
As at 29 October 2011 and 30 October 2010 there were no share options cutstanding

Insurance
The Company maintains directors and officers hability insurance

Payment practice

The Company’s policy 1s to settle invoices within contractual timescales agreed in advance with suppliers Settlement terms are
agreed at the tme of placing orders and at the commencement of business with suppliers  The Company does not follow any
code or standard on payment practice  Company payments are made in accordance with contractual and legal obligations  As
at 29 October 2011, the Company’s creditor days were 38 (2070 37} (based upon the year end trade creditors as a proportion
of purchases dunng the year)
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Directors' Report continued

Fixed assets

In the opinion of the directors the current open market value of the Company’s interests in land and builldings equates to the
book value The Company’s liability to taxation if land and bulldings were sold at that value would be approximately nil (2010
ml) This llability to 1axation takes into account indexation from date of purchase

Donations
During the year, donations amounting to £14,058 (2010 £11,585) were made by the Company to chantable organisations,
assisting the communities with which the Company operates

Disabled employees

The Company's policy 1s to ensure that no disabled applicant or statf member will receive less favourable treatment or be
disadvantaged by job requirements or conditions Where appropriate, re-training or job adjustments are made to assist staff
members who become disabled

Employee consultation

Staff members receive information about the Group and store news through bi-weekly newsletters and weekly meetings
Group results and announcements are also posted on noticeboards Consultation with staff representatives takes place
through serwor management meetings and indvidual store councils, whose members are then in a position to inform their
colleagues

Going concern

As noted in the Group Chief Executive’s Statement on pages 1 to 3 all retailers face a very challenging and competitive trading
environment and there are a number of risks and uncertanties facing the Company which are likely to impact its future
development, performance and postion We are continually assessing our performance and managing these nsks and
uncertainties in considering the appropnate resources required for the Company Note 25 to the financial statements includes
the Company's okbyectives, policies and processes for managing its capital, its financial nsk management objectives, details of
its financial instruments and hedging activiies, and its exposures to credit nsk, interest rate nsk, market nisk and iquidity nsk
Given the letter of support from Beale PLC referred to in note 1, the directors have a reasonable expectation that the Company
has adequate resources to continue in operational existence for the foreseeable future For further details see accounting
policy note 1

Carbon commitment
The Group is a fully mandated participant in the energy efficiency carbon reduction commitment schemes administered by the
Department of Energy and Climate Change The Company continues to look at ways to reduce its carbon footpnnt

Auditor
In the case of each of the persons who are directors of the Company at the date when this report was approved

= 5o far as each of the directors 1s aware, there 15 no relevant audit information (as defined in the Companies Act
2006) of which the Company's auditor 1s unaware, and

* each of the directors has taken all the steps that he ocught to have taken as a director to make himself aware of
any relevant audit information (as defined) and to establish that the Company's auditor 1s aware of that
information

This confirmaticn 1s given and should be interpreted in accordance with the provisions of section 418 of the Companies Act
2006

Delortte LLP have expressed therr willingness to continue in office as auditor and a resolution to reappoint them will be
proposed at the lorthcoming Annual General Meeting of the Company

By order of the Board

CR\

Chris Varley BS5c FCA Regstered office

Secretary 36 Old Chnstchurch Road
Bournemouth

29 February 2012 BH1 1LJ
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Directors’ Responsibilities Statement

The directors are responsible for prepanng the Annual Report and the financial statements in accordance with applicable
law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors are
required to prepare the greup financial statements in accordance with International Financial Reporting Standards (IFRSs)
as adopted by the European Union and have also chosen to prepare the parent company financial statements under IFRSs
as adopted by the EU  Under company law the directors must not approve the accounts unless they are satstied that they
give a true and fair view of the state of affairs of the company and of the profit or loss of the company for that peniod In
prepanng these financial statements, International Accounting Standard 1 requires that directors

. properly select and apply accounting policies,

. present information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information,

. provide addiional disclosures when comphance with the specific requirements in IFRSs are insufficient to enable

users to understand the impact of particular transactions, other events and conditions on the entity’s financial
position and finanoial performance, and
. make an assessment of the company's ability to continue as a gomng concemn

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

The directors are responsible for the maintenance and integnty of the corporate and financial infermation mcluded on the
company’s website Legislatton in the United Kingdom governing the preparation and dissemination of financial statements
may differ from {egislation in other junsdictions

Responsibility statement

We confirm that to the best of our knowledge

) the financial statements, prepared in accordance with Intemational Financial Reporting Standards, give a true and
far view of the assets, habilities, financial posttion and profit or loss of the company and the undertakings included in
the consolidation taken as a whole, and

. the management report, which is incorporated into the directors' report, includes a fair review of the development
and performance of the business and the position of the company and the undertakings included mn the consolidation
taken as a whole, together with a descnption of the pnncipal nsks and uncertainties that they face

By order of the Board

e/

Chairman Finance Director
Keith Edelman Ken Owst
29 February 2012 29 February 2012
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Independent Auditor's Report to the members of JE Beale plc

We have audited the financial statements of J E Beale pic for the year ended 29" October 2011 which compnse the
Income Statement, the Statement of Comprehensive Income, the Balance Sheet, the Cash Flow Statement, the Statement
of Changes in Equity and the related notes 1 to 28 The financial reporting framework that has been applied i ther
preparation 1s applicable law and International Financial Reporting Standards (IFRSs) as adopted by the European Union

This report 1s made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 OQur audit work has been undertaken so that we might state to the Company’s members those
matters we are required to state to them i 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

Respective responsibiliies of directors and auditor

As explained more fully in the Directors’ Responsibihtres Statement, the directors are responsible for the preparation of the
financial statements and for being satisfied that they give a true and fair iew QOur responsibility 1s to audit and express an
opinion on the financial statements i accordance with applicable law and International Standards on Auditing (UK and
Ireland} Those standards require us to comply with the Audting Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from matenal misstatement, whether caused by fraud or error
This includes an assessment of whether the accounting policies are appropnate to the company’s circumstances and have
been consistently applied and adequately disclosed, the reasonableness of signiicant accounting estimates made by the
directors, and the overall presentation of the financal statements In addition, we read all the financial and non-financial
information in the annual report to 1dentfy matenal inconsistencies with the audited financial statements  If we become
aware of any apparent material misstatements or inconsistencies we consider the implications for our report

Opinion on financial statements
In our opimion the financial statements

. give a true and fair view of the state of the company's affairs as at 28 October 2011 and of its loss for the year then
ended,

. have been properly prepared in accordance with IFRSs as adopted by the European Union, and

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

Opinion on other matter prescnbed by the Companies Act 2006
In our opinion the informatien given «n the Directors’ Repont for the financial year for which the financial statements are
prepared 1s consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you ff,
In our opinian

. adequate accounting records have not been kept, or returns adequate for our audit have not been received from
branches not wisited by us, or
. the 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
. we have not received all the infermation and explanations we require for our audit
T

Darren Longley (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
Southampton, Umited Kingdom

29 February 2012
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Income Statement
For the 52 weeks ended 29 October 2011

52 weeks to 52 weeks to

29 October 30 October

2011 2010

Notes £000 £000

Gross sales™ 3 110,027 87,247
Revenue — continuing operations 3 61,969 48,566
Cost of sales (30,158) (22,467)
Gross profit 31,811 26,099
Administrative expenses (34,984) (25,835)
Exceptional item 5 2,919 -
Operating (loss)/profit - continuing operations 6 {254) 264
Finance expense 8 (227) (162)
Finance income 9 1 1
(Loss)/Profit on ordinary activities before taxation {480) 103
Taxation credit 10 9 36
(Loss)/Profit for the period from continuing operations {471) 139

* Gross sales reflect revenue from concesston sales and VAT from continuing operations

The notes on pages 13 1o 37 form part of these financial statements
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Balance Sheet

As at 29 October 2011
23 October 30 October

2011 2010
Notes £000 £000
Non-current assels
Goodwill 11 723 723
Property, plant and equipment 13 12,587 11,301
Financial asseis 14 125 125
13,435 12,149
Current assets
Inventories 16 16,462 8,495
Trade and other recewvables due within one year 17 6,429 4,155
Trade and other receivables due after one year 17 66 152
Cash and cash equivalents 694 420
23,651 14,222
Total assets 37,086 26,371
Current habilities
Trade and other payables 18 (15,721) (14,107)
Borrowings 19 (8,250) -
Tax habilities (15) (15)
(23,986) (14,122)
Net current (habilities)/assets (335) 100
Non-current liabilities
Borrowings 19 (10,750) (9,000)
Retirement benefit obligations 27 (203) (2,482)
Lease incentives 20 (2,736) (1,517)
Deferred tax iabilties 15 (351) (129)
(14,040) (13,128)
Total habilities (38,026) (27,250}
Net iabilities (940) {873}
Equity
Share capital 21 1,030 1,030
Revaluation reserve 22 1,336 1,688
Capital redemption reserve 22 188 188
Retained eamings 22 {3,454) (3,785)
Total negative equity (940) (879)

The notes on pages 13 to 37 form part of these financial statements

These financial statements of JE Beale plc, registered number 00120002, were approved and authonsed for i1ssue by the
Board of directors on 29 February 2012 and were signed on its behalf by

K Edelman A K Dwst

D|rec§§r Drrector
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JE Beale plc

Statement of Comprehensive Income

52 weeks to 52 weeks to
29 October 30 October
2011 2010
Note £000 £000
Actuanal gain on pension scheme 27 743 1,201
Revaluation reserve (337) -
Tax on revaluation reserve 1 -
Tax on items taken directly to equity 3 29
Net profit recognised directly in equity 410 1,230
(Loss)/Profit for the period (471) 139
Total recognised income and expense for the penod (61) 1,369
Statement of Changes in Equity
52 weeks to 52 weeks to
29 October 30 October
2011 2010
£000 £000
Opening equity (879) (2,248)
Total recognised income and expense {61) 1,369
Closing equity (940) (879)
Share Revaluation Capital Retained Total
Capital Reserve Redemption Earning £000
£000 £000 Reserve £000
£000
At 1 November 2009 1,030 1,679 188 {5,145} (2.248)
Profit for year - - 139 139
Reversal of deferred hability on
Revaluation reserve - 28 1 29
Transfer - (19) 19 -
Net actuanal gan - - 1,201 1,201
At 30 October 2010 1,030 1,688 188 (3,785) (879)
Loss for year - - - (471) (471)
Transfer - (16) - 16 -
Tax on comprehensive - - - 3 3
income
Revaluation - (337) - - (337)
Deferred tax change on
Revaluation reserve - 1 - - 1
Net actuanal gain - - 743 743
At 29 October 2011 1,030 1,336 188 {3,494) (240)

The notes on pages 13 to 37 form part of these financial statements

11



JE Beale plc

Cash Flow Statement
For the 52 weeks ended 29 October 2011

52 weeks to 52 weeks to
29 October 30 October

2011 2010

Note £000 £000
Cash flows from operating activities before interest and
tax 23 (2,843} 7.582
Interest paid (227) (162)
Interest received 1 1
Net cash flow (used in)/generated from operating (3,069) 7,421
activities
Cash flows from investing activities
Purchase of property, plant and equipment (2,267) (1,627)
Purchase of new business (4,390) (403)
Net cash used in Investing activities (6,657) {2,030)
Cash flows from financing activities
ARCS loan 2,500 -
New helding company loan 7,500 -
Net cash generated from financing activities 10,000 -
Net increase in cash and cash equivalents n the penod 274 5,391
Cash and cash equivalents at beginning of penod 24 420 {4,971)
Cash and cash equivalents at end of penod 24 694 420

The notes on pages 13 to 37 form part of these financial statements
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Notes to the financial statements continued

Accounting policies

General information

JE Beale plc 1s a public Company incorporated in the United Kingdom under the Companies Act 1985 The address of
its registered office 15 included on the inside back cover The pnncipal activity of the Company and its subsidianes 1s
descnbed in the Directors’ Report

In the year under review the following interpretations, amendments and new standards were effective and have
been adopted

. IAS 32 (amendment) Classification of Rights Issues

IFRIC 19 Extinguishing Financial Liabilitres with Equity Instruments

IFRS 1 (amended) Limited exemption from Comparative IFRS 7 disclosures for first ime adopters

IFRS 2 (amended) Share based payrment

IFRS 3 (amended) Business Combinations

IAS 27 (improvements) consolidated and separate financial staterments

IFRIC 19 extinguishing financial habiliies with equity instruments

4 ¢ 4 5 & &

The adoption of these Interpretations has not led to any changes in the Group’s accounting policies

At the date of authorisation of these financial statements the following Standards and Interpretations, which have not
been applied in these financial statements, were In 1Ssue but not yet effective (and in some cases had not yet been
adopted by the EU)

IFRS 1 (amended) Severe hypennflaton and removal of fixed dates for first-time adopters
IFRS 7 / (amended) Financial instrument Disclosures

IFRS @ Financial instruments

IFRS 10 Consolidated Financial Staternents

IFRS 11 Joint Arrangements

IFRS 12 Dysclosure of Interests in other entities

IFRS 13 Fair Value Measurement

IAS 1 (amended) Presentation of financial staterments

IAS 12 {amended) /Income Taxes

IAS 19 {amended) {revised) Employee Benefits

IAS 24 {amended) Related Parly disclosures

IAS 27 (revised) Consolidated and separate financial statements
IAS 28 {revised) Investments in associates and joint ventures
IFRIC 20 Stnpping costs in the production phase of a surface mine
IAS 34 (amended) Intenm Financial Reporting

IFRIC 13 (amended) Customer Loyally Programmes

The directors anticipate that the adophon of these Standards and Interpretations in future penods will have no matenal
impact on the financial statements of the Company except for additional disclosures and some changes to presentation
as required when standards become effective  The impact of all other Standards and Interpretations not yet applied 15
not expected to be matanal

Going Concern
JE Beale plc has received the following letter of support from Beale FLC

“Beale PLC 1s the parent Company of JE Beale plc After appropnate consideration of the financial resources available
to Beale PLC and s Group the directors agree that Beale PLC will continue to prowide ongoing financial support to JE
Beale pic to enable that Company to meet its liabilities as and when they {all due into the foreseeable future, being not
less than twenty four months from 29 Qctober 2011

We confirm that JE Beale plc remains an important part of the future of the Beale PLC Group and continue to consider
JE Beale plc as having a role within our long term plans ”

The Company meets is day to day working capital requirements through the use of Holding Company loans {see note
19) the Group overdraft facility and the ARCS loan The ARCS loan was received by J E Beale PLC as part of the
Transaction on 22 May 2012 J E Beale plc used the loan to help fund finance the consideration payable under the
Acquisition Agreement and for general working capital purposes Consequently, the Company 1s dependent on
parent Company funding to remain as a going concemn

The Group and Company have met their day to day working capital requirements through the use of one pnncipal
bank loan of £9 0 milhon, which s repayable on 28 February 2013, and an overdraft faciity of £112,000 which 1s
repayable on demand The bank loan is in Beale PLC's name with J E Beale plc providing secunty in relation to its
freeholds The total facilities are secured on the freehold propertes of the Group The Group freehold properties,
were independently revalued at £12 6 million as at 29 Octeber 2011 J E Beale plc 1s a party to the Loan agreement
The finance from the bank loan is in pan provided to J E Beale pic by both parent Company loans and movement on
the intercompany account Additional working capital was provided by ARCS in the form of a £2 5 million term loan
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Notes to the financial statements continued

1 Accounting policies continued

As noted in Beale PLC’s Chief Executive’s Statement on pages 1 to 3 all retallers face a very challenging and
competitive trading environment and there are a number of nsks and uncertainties facing the Group which are hkely to
impact ts future development, performance and positon We are continually assessing our performance and
managing these nsks and uncertainties in considering the appropriate resources required for the Group The financial
position of the Group, its cash flows, hquidity position and borrowing facilittes are described in the Finance Director's
Review contained in Beale PLC financial statements

The existing Group bank facilibtes include a number of financial covenants which require testing at specific dates
determined by the bank The major covenants are the operating result after interest and after taxation which will not
be tested before the next year end and the loan to value covenant The Board i1s aware of the challenging and
uncertain economic conditions and the nsks and uncertainties facing the Greup and has prepared forecast information
for the 2011/12 and 2012/13 years The Group’s forecasts and projections, taking account of reascnably possible
changes n trading performance, show that the company should be able to operate within the level of its current
faciity Based on current forecasts the Group 1s forecast to breach one of the covenants in its existing faciity at 31
October 2012, however the Group's bankers have confirmed to the Board, in wnting, that it would not be therr
mtention to enforce any covenant breach at 31 October 2012 should it occur at current forecast levels As noted
below the Group is planning to renew its banking facilities pnor to the forecast breach occurnng

Foltowing a negotiated extension, the current Group banking facilities expire in February 2013 and the directors are In
discussion with the Group's bankers regarding the extension and renewal of those faciities, which would incorporate
new covenant levels The Group has maintained a strong relationship with HSBC and ¢t anticipates renewing its
banking facilities betore announcement of the half year results in June 2012

Based upon the Group forecasts and projections, coupled with the strategies set out in the Chief Executive's
Statements and the support of the Group’s bankers, the Board has a reasonable expectation that the Group has
adequate resources to continue In operational existence for the foreseeable future Furthermore, given the letter of
support from Beale PLC referred to above the Company has adequate resources to continue in operational existence
for the foreseeable future On this basis the directors continue te adopt the going concern basis of accounting In
prepanng the annual financial statements

Basis of accounting
The financial statements have been prepared in accordance with International Financial Reporting Standards (IFRSs) as
adopted for use in the European Union and therefore comply with Article 4 of the EU IAS Regulation

The financial statements have been prepared on the histoncal cost basis, except for the revaluation of major properties
and long leaseholds The principal accounting policies are set out below

Business combinations

Acquisitions of subsidianes and businesses are accounted for using the acquisition method The consideration for each
acquisttion 1s measured at the aggregate of the fair values (at the date of exchange) of assets gwven, habilites incurred or
assumed, and equity instruments 1ssued by the Group in exchange for control of the acquiree Acquisition-related costs
are recogmised in profit or loss as incurred  In determining the fair value of the assets acquired the Company ensures it
correctly identifies all assets and all of the labiities assumed Where after assessment the value paid 1s less than the
fair value of the assets acquired this creates negative goodwill which i1s credited to profit

Where applicable, the consideration for the acquisition includes any asset or hability resulting from a contingent
consideration arrangement, measured at its acquistion-date fair value Subsequent changes in such farr values are
adjusted against the cost of acquisiton where they qualfy as measurement penod adjustments (see below) All cther
subsequent changes in the fair value of contingent consideration classified as an asset or llability are accounted for in
accordance with relevant IFRSs Changes in the farr value of contingent consideration classified as equity are not
recognised

Where a business combination 1s achieved In stages, the Company’s previously-held interests in the acquired entity are
remeasured to fair value at the acquisihon date (1 e the date the Company attains control) and the resulting gam or loss,
if any, 1s recognised in profit or loss Amounts ansing from interests in the acquiree prior to the acquisition date that have
previously been recognised in other comprehensive income are reclassified to profit or loss, where such treatment would
be appropnate if that interest were disposed of

The acquiree’s identifiable assets, habilites and contingent habilittes that meet the conditions for recognition under IFRS
3(2008) are recognised at their far value at the acquisition date, except that

+ deferred tax assets or labiliies and habiihes or assets related to employee benefit arrangements are recognised
and measured in accordance with IAS 12 Income Taxes and IAS 19 Employee Benefits respectively,

+ liabilibes or equity instruments related to the replacement by the Company of an acquiree’s share-based payment
awards are measured in accordance with IFRS 2 Share-based Payment, and

« assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5 Non-current Assets Held
for Sale and Discontinued Operations are measured in accordance with that Standard
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Notes to the financial statements continved

Accounting policies continued

If the intal accounting for a busmess combination 15 incomplete by the end of the reporting penod in which the
combination occurs, the Company reports provisional amounts for the items for which the accounting 1s incomplete
Those prowisional amounts are adjusted dunng the measurement penod (see below), or additional assets or habilities are
recognised, to reflect new information obtained about facts and circumstances that existed as of the acquisition date that,
if known, woutd have affected the amounts recognised as of that date

The measurement penod 15 the penod from the date of acquisition to the date the Company obtains complete information
about facts and circumstances that existed as of the acquisition date, and i1s subject to a maximum of one year

Goodwill

The assets and habilities of subsidiary undertakings and businesses acquived are incorporated at their fair value at the
date of acquistion Goodwill 1Is measured at cost, being the excess of the consideration paid for the business
combination over the Company’s interest in the net fair value of the identifiable assets, labilities and contingent habiliies
recognised Prowvisional fair values are finalised within 12 months of the acquisition  An acquirer's intial calculation may
indicate that the acquisition has resulted in a bargain purchase in that the net assets acquired exceed the purchase
considerations  |f after reassessment that the Company has identified all the assets acquired and all the liabiliies
assumed the Company’s interest in the far value of the acquiree’s net assets exceeds the value paid the excess
negative goodwill 15 recognised immedsately in the profit and less account as a bargan purchase gain - Goedwill ansing
on acquisition 15 held on the balance sheet at cost and i1s subject to annual impairment reviews Any imparment 1s
recognised immediately in the income statement and 1s not subsequently reversed Any negative goodwill resulting from
the net fair value being greater than the consideration paid ts credited to the income staternent  Prior to the transition to
IFRS, goodwill was amortised over 20 years From 29 October 2004 goodwill has been frozen subject to impairment
reviews

Impairment of tangible and intangible assets including investments excluding goodwill

At each balance sheet date, the Company reviews the carrying amounts of its tangible and intangible assets including
investments to determine whether there 1s any indicabion that those assets have suffered an impairment loss If any such
indication exists, the recoverable amount of the asset 1s estimated in order to determine the extent of the impairment loss
{if any) Where the asset does not generate cash flows that are independent from other assets, the Company estimates
the recoverable amount of the cash-generating unit to which the asset belongs An intangible asset with an indefinte
useful Iife 1s tested for impaiment annually and whenever there Is an indication that the asset may be impaired

The recoverable amount 1s the higher ot fair value less costs to sell and value 1n use [n assessing value in use, the
estimated future cash flows are discounted to thewr present value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the nsks specific to the asset for which the estimates of future cash
flows have not been adjusted

If the recoverable amount of an asset (or cash-generating unit) 15 estimated to be less than its carrying amount, the
carrying amount of the asset (cash-generating unit) 1s reduced to its recoverable amount An impairment loss I1s
recognised as an expense immediately, unless the retevant asset 1s carned at a revalued amount, in which case the
impairment loss 1s treated as a revaluation decrease

Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-generating unit) 1s increased to
the revised estimate of its recoverable amount, but so that the increased camying amount does not exceed the carmng
amount that would have been determined had no impairment loss been recognised for the asset {cash-generating unit)
In pnor years

A reversal of an impairment loss 1s recognised as income immediately, unless the relevant asset i1s carned at a revatued
amount, in which case the reversal of the impairment loss is treated as a revaluation increase

Revenue

Revenue represents the amount recevable by the Company ansing from the supply of goods and services to customers
net of VAT, discounts and estimated returns and includes the profit contnbution eamed on agency sales (including
concession depanments) and interest on customers’ accounts Revenue 1S recognised when goods are delivered and
title has passed Gross sales reflect revenue inclusive of concession sales and VAT

Operating loss
Operating loss/profit 1s the Company's profittoss after charging and crediting all cost and revenues except interest
payable, interest receivable and taxation

Leased assets
Leases are classified as finance leases whenaver the terms of the lease transfer substantially all of the nsks and rewards
of ownership to the lessor  All other leases are classifted as operating leases

Finance leases

Assets funded through finance leases are capitalised as fixed assets and depreciated on a straight line basis over the
shorter of their useful economic life and the lease term
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Notes to the financial statements continued

1

Accounting policies continued

Operating leases
Minimum lease payments, incorporating any pre-determined rental increase, are charged to income on a straight line
basis over the Iife of the lease

Lease incentives and contnbutions
Lease incentives, rent free penods and capital contnbutions received from Landlords are amortised to the income
statement over the life of the lease on a straight-line basis

Property, plant and equipment

All tangible assets are held at cost or, in the case of treehold and long leasehold property, at market value based on a
previous revaluation, less accumulated depreciation and any recognised imparrment loss  Revaluations are performed
with sufficient regulanty such that the carrying amount does not differ matenally from that which would be determined
using fair values at the balance sheet date Any revaluation increase ansing on the revaluation ot such land and
buildings 1s credited to the properties revaluation reserve, except to the extent that it reverses a revaluation decrease for
the same asset previously recognised as an expense, in which case the increase I1s credited to the income statement to
the extent of the decrease previcusly charged A decrease in carrying amount ansing on the revaluation of such land
and bulldings 1s charged as an expense to the extent that it exceeds the balance, if any, held in the properties
revaluation reserve relating to a previous revaluation of that asset

Depreciation on revalued buldings 15 charged to income On the subsequent sale of a revalued property, the
atinbutable revaluation surplus remaining in the properties revaluation reserve 1s transferred directly to retained
eamings Depreciation is provided for on the straight line basis so that assets are wntten down to residual values over
therr expected useful life Freehold land 1s not depreciated Freehold buildings are depreciated at 2% per annum  The
annual rate applied to computers and motor vehicles 1s 25% The annual rate applied to fixtures and fittings and EPOS
cash registers 1s 12 5% Costs incurred in entenng a lease and of leasehold improvements are included in fixed assets
and depreciated on a straight ine basis over the life of the lease The gain or loss ansing on the disposal of an asset 1s
determined as the difference between the sales proceeds and the carrying amount of the asset and 1s recognised in
Income

Fixed asset investments

Quoted fixed asset investments are stated at market value and unquoted fixed asset investments are stated at cost, but
provision 1s made If it 1s considered that there has been any impairment in value For histed investments, market value 1s
based on closing mid-market pnce on a recognised UK stock exchange

Inventories

Inventones are stated at the lower of cost and net realisable value Cost comprises purchase pnce including any
rebates and, where applicable, those costs that have been incurred n bringing the inventones to their present locaton
and condition  Net realisable value represents the estmated selling pnce  Advertising and promotional stock 1s
expensed at the tme of purchase

Financial instruments
Financial assets and financial habiities relating to financial Instruments are recognised on the Company’s balance sheet
when the Company becomes a party to the contractual provisions of the instrument

Financial assets

All financral assets are recognised and derecognised on a trade date where the purchase or sale of a financial asset
1s under a contract whose terms require dehivery of the financial asset within the timeframe established by the market
concemed, and are initially measured at far value, plus transaction costs, except for those financial assets classified
as at fair value through profit or loss, which are initially measured at fair value

Financial assets are classified into the following specified categones financial assets ‘at far value through profit or
loss’ (FVTPL), ‘held-to-matunty’ invesiments, ‘available-for-sale’ (AFS) financial assets and ‘'loans and recevables’
The classification depends on the nature and purpose of the financial assets and 1s determined at the time of initial
recognition

Trade receivables
Trade receivables are measured at far value Appropnate allowance for estimated irrecoverable amounts 1s recognised
in the income slatement when there 1s objective evidence that the asset 1s impaired

Cash and cash equivalents

Cash and cash equivalents compnse cash in hand and on demand deposits and other short-term highly hquid
investments that are readily convertible to a known amount of cash and are subject to an insignificant nsk of changes in
value

Financiat habilities

Financial habiities are classified according to the substance cf the contractual arrangements entered into  Financial
habilities are classified as either financial habiliies ‘at FVTPL’ or ‘other financial habilities’
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Notes to the financial statements continued

Accounting policies continued

Bank and other borrowings

Interest-beanng bank and other loans and overdrafts are recorded at the proceeds receved, net of direct 1ssue costs
Finance charges are accounted for on an accrual basts in the Income statement using the effective interest rate method
and are added to the carrying amount of the instrument to the extent that they are not settled in the penod in which they
anse

Trade payables
Trade payables are measured at fair value

Tax
The tax expense represents the sum of the tax currently payable and deferred tax

The tax currently payable i1s based on taxable profit for the year Taxable profit differs from net profit as reported In
the income statement because 1t excludes items of income or expense that are taxable or deductble in other years
and it further excludes tems that are never taxable or deductible The Company's liability for current tax 1s calculated
using tax rates that have been enacted or substantively enacted by the balance sheet date

Deferred tax expected to be payable or recoverable on differences at the balance sheet date between the carrying
amounts of assets and habilittes in the financial statements and the corresponding tax bases used in the computation
of taxable profit 1s accounted for using the liability method Deferred tax habilites are generally recognised for all
taxable temporary differences and deferred tax assets are recognised to the extent that it 1s probable that taxable
profits will be availlable against which deductible temporary difference can be utihised Such assets and labilities are
not recogrised if the temporary difference anses from goodwill or from the inibal recognition {other than in a business
combination) of other assets and labiliies n a transaction that affects neither the taxable profit nor the accounting
profit

The carrying amount of deferred tax assets 1s reviewed at each balance sheet date and reduced to the extent that 1t
IS no longer probable that sufficient taxable profits will be available 1o allow all or part of the asset to be recovered

Deferred tax 1s calculated at the tax rates that are expected to apply in the period when the liability 15 settled or the
asset 15 realised, and 1s not discounted Deferred tax 1s charged or credited to the income statement, except when it
relates to items charged or credited directly to equity, in which case the deferred tax 1s also dealt with in equity

The Company offsets deferred tax assets and deferred tax iabilities if, and only if
{a) the Company has a legally enforceable nght to set off current tax assets against current tax habilities, and

{b}) the deferred tax assets and the deferred tax liabilities relate to income taxes levied by the same taxation
authonty on either,

(1) the same taxable company, or

() Different taxable companies which intend erther to settle current tax habilities and assets on a net
Basis, or to realise the asses and settle the liabilities simultaneously, in each future penod in which
Significant amounts of deferred fax habilities or assets are expected to be settled or recovered

Retirement benefit costs

The Company participates in the Beales pension scheme and the Denners pension scheme which provide members
with benefits relating to salary and service Payments are made into pension trusts, which are financially separate
from the Company, in accordance with advice from consulting actuaries in relation to the final salary schemes

Final Salary Section

The current service cost, being the cost of benefits accrued and pension scheme expenses in the reporting period 1s
recognised In operating expenses Interest accrued on pension liabilities and the expected return on assets held by
the scheme are also charged or credited within operating expenses in the income statement

Past service cost 1s recognised immediately to the extent that the benefits are already vested, and otherwise Is
amortised on a straight ine basis over the average penod until the benefits become vested

Actuanal gains and losses are recognised In full in the year in which they occur  They are recognised outside profit
or loss and presented in the Statement of Comprehensive Income

The retrrement benefit obligation recognised in the balance sheet represents the present value of the defined benefit
obligation reduced by the fair value of scheme assets at the previous year end date

b) Defined Contribution Section

The amount charged against profits in relation to the defined contrnbution section of the Beales pension scheme
represents contnbutions payable to the scheme for the accounhing penod
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Notes to the financial statements continued

1 Accounting policies continued
Provisions

Provisions are recognised when the Company has a present obligation as a result of a past event, and it s probable
that the Company will be required to settle that obligation Provisions are measured at the directors’ best estimate of
the expenditure required to settle the obligation at the balance sheet date

2 Critical accounting judgements and key sources of estimation uncertainty

In the process of applying the Company’s accounting polictes, which are descnbed in Note 1, management has
made the following judgements that have the most significant effect on the amounits recognised in the financial
statements

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance sheet
date, that have a significant nisk of causing a matenal adjustment to the carrying amounts of assets and habilittes
within the next financial year, are also discussed below

Retirement benefits
Retirement benefits are accounted for under IAS 19 ‘Employee Benefits’ For defined benefit plans, obligations are
measured at discounted present value whilst plan assets are recorded at tarr value

Because of changing market and economic conditions, the expenses and liabillies actually ansing under the plans
n the future may differ matenally from the estimates made on the basis of these actuanal assumptions The plan
assets are partially compnsed of equity and fixed-income instruments  Therefore, dechning retums on equity
markets and markets for fixed-income instruments could necessitate additional contnbutions to the plans in order to
cover future pension obligations Also, hugher or lower withdrawal rates or longer or shorter Iife of parthicipants may
have an impact on the amount of pension income or expense recorded n the future

The interest rate used to discount post-employment benefit obligations to present value 1s dernived from the yields of
senior, high-quality corporate bonds at the balance sheet date These generally include AA-rated secuntes The
discount rate 1s based on the yield of a porifollc of bonds whose weighted residual matunties approximately
correspond to the duration necessary to cover the entire benefit abligation

Pension and other post-retirement benefits are inherently long term, and fulure expenence may differ from the
actuanal assumptions used to determine the net charge for ‘pension and other post-retirernent charges' Note 24 to
the financial statements descnbes the pnncipal discount rate, earnings ncrease, and pension retirement benefit
obligation assumptions that have been used to determine the pension and post-retirement charges in accordance
with IAS 19 The calculation of any charge relating to ‘retirement benefits’ is clearly dependent on the assumptions
used, which reflects the exercise of judgement The assumptions adopted are based on pnor expenence, market
condiligns and the adwvice of scheme actuanes

At 29 October 2011, the Company’s net pension hability was £203,000 compared with £2 5 million as at 30 October
2010 Further detalls of the accounting policy on retirement benefits are provided in note 27

Impairment of stores’ property, plant and equipment and goodwill

Stores’ property, plant and equipment and goodwill are reviewed for imparment on a pernodic basis, and whenever
events or changes in circumstances indicate that the related carrying amounts may not be recoverable Such
circumstances or events could include a pattem of losses involving the store asset, a dechine in the market value for
a particular store asset, and an adverse change in the business or market in which the store asset 15 Involved
Determining whether impairment has occurred typically requires vanous estimales and assumptions, including
determining what cash flow i1s directly related to the potentially impaired asset, the useful life over which cash flows
will occur, their amount and the asset's residual value, If any Estimates of future cash flows and the selection of
appropnate discount rates relating to particular assets or groups of assets involve the exercise of a significant
amount of judgement

Provisions

Provision 1s made i respect of legal and other matters Provisions are recognised when management can make a
reliable estimate and are satisfied that the hability 1s probable However, such habilities depend on the actions of
third parties and on the specific circumstances pertaining to each cbhgation, neither of which is fully controlled by the
Company

Property valuation

Property valuations conform to international valuation standards and are based on recent market transactons on
arm’s length terms for similar properties The estimate 1s susceptible to market conditions and hence increased
uncertainty anses n penods where the market 1s less active and the general economic conditions more chaltenging,
further details are provided n note 13

18




Notes to the financial statements continued

2

Critical accounting judgements and key sources of estimation uncertainty continued

Business combination

A key area of judgement during the year was the business combination The directors are required to determine fair
values for the assets acquired, liabiihes incurred or assumed, the consideration paid and financial instruments

issued Full details of the bases used to determine the fair values are set out In note 12

Inventory valuation

Inventories are stated at the lower of cost and net realisable value, as set out In the accounting policy In note 1
Provisions against inventory reduce the value below cost and are therefore subject to the judgements of the
directors Changes in customer demand could give nse to future changes in the value of the inventory held

Revenue

The entire Company’s revenue 15 dernived from retail sates made in the UK Revenue excludes the non-commission

element of sales made by concession outlets

52 weeks to 52 weeks to

29 October 30 October

2011 2010

£000 £000

Gross sales 110,027 87,247

VAT (17,579) (12,551)

Gross sales (exc VAT) 92,448 74,696

Agency sales less commission (30,479) (26,130)

Revenue 61,969 48,566
Analysts of gross sales (excluding VAT) and revenue

Gross sales Revenue Gross sales Revenue

£000 £000 £000 £000

Own bought sales 51,734 51,734 39,911 39,911

Concession sales 40,334 9,855 34,394 8,264

Interest on customer accounts 380 380 391 391

92,448 61,969 74,696 48,566

Segment information

The Board have reviewed the requirements of IFRS 8 The indwvidual department stores have similar
economic charactenstics, products and services, class of customer, method of senvice provisicn and
regulatory environment Consequently the Directors consider the individual stores can be aggregated into

one segment
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Notes to the financial statements continued

5

Exceptional iIncome

In the year as a result of the acquisition transaction the following exceptional income resulted

52 weeks to 52 weeks to
29 October 30 October
2011 2010
£000 £000
Negative goodwill taken to profit (note 12} 3,286 -
Excephonal cost associated with acquisition (81)
Excephonal cost associated with integration {286) -
Total exceptional income 2,919 -
Operating (loss)/profit
52 weeks to 52 weeks lo
29 QOctober 30 October
2011 2010
£000 £000
Operating (loss)/profit 1s arnved at after charging/{crediting)
Cost of inventories recognised as an expense 30,158 22 467
Depreciation of property, plant and eguipment
- owned assets 1,640 1,699
Exceptional item {note 5) {2,919) -
Rentals chargeable under operating leases
- property 5,493 4,482
- plant & equipment 206 207
Staff costs {note 7) 16,459 11,500
Fees payable to the Company’s auditor for the audit of the
Company’s annual accounts
- statutory auct 60 41
60 41
Fees payable to the Company's auditor and their associates for
other services to the Company
Tax services
- compliance services 15 10
- advisory services 2 7
17 11
Auditors’ remuneration total 77 52
Information regarding directors and employees
2011 2010
The average number of persons {including directors) employed by the
Company dunng the year was
Full ime 570 415
Part time 905 681
1,475 1,096
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Notes to the financial statements continued

7

10

Information regarding directors and emp!oyees continued

52 weeks to 52 weeks to
29 October 30 October
2011 2010
£000 £000

Staff costs for the above
Wages and salanes 15,191 10,459
Social secunty costs 839 647
Pension — current service cost ( see note 27) 230 219
Pension — Defined Contnbution 199 175
16,459 11,500

The directors are paid by the immediate parent company Beale PLC and the amounts paid for their services to the
Company are shown In the accounts of Beale PLC for the penod and prior period  The directors serving at 29 October
2011 received total emoluments of £732,000 (30 October 2010 £471,000) from Beale PLC dunng the penod, but it 1s
not practicable to allocate this between their services as directors of Beale PLC and therr services as directors of the

Company
Finance expense
52 weeks to 52 weeks fo
29 October 30 October
2011 2010
£000 £000
On bank overdrafts 2) (3)
ARCS loan interest payable {53) -
Cther interest payable (1) -
Holding Company loan repayable within 5 years (171) (159)
Net interest payable (227) (162)
Finance Income
52 weeks to 52 weeks o
29 October 30 October
2011 2010
£000 £000
Interest receivable on customers’ accounts and pnor rate rebates 381 392
Less interest on customers’ accounts included in revenue (380) (391)
Total interest receivable 1 1
Tax
52 weeks to 52 weeks to
29 October 30 October
2011 2010
£000 £000
Current tax
Current year - -
Adjustment in respect of pnor years - -
Deterred tax (note 15)
Current year (11) (65}
Adjustment in respect of prior year 2 29
(9) (36)
Credst for taxation on loss for penod {9) (36)
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Notes to the financial statements continued

10. Tax continued
The tax credit for the penod 1s different from the standard rate of corporation tax in the UK of 26 83% (2010 28%)
The ditferences are explained below
52 weeksto 52 weeks io
29 October 30 October
201 2010
£000 £000
{Loss)/Profit on ordinary activities before tax (480) 103
{Loss)/Profit on ordinary activities before tax multiphed by the standard
rate of corporation tax in the UK of 26 83% (20710 28%) (129) 29
Tax on less on ordinary activities
Effects of
Expenses not deductible for tax purposes - goodwill (204) -
Prior year deferred tax 2 29
Impact of deferred tax asset not recognized 555 (240)
Non qualifying depreciation 165 119
Pension Contrbution {412) (253)
Other 14 280
Total tax crecht (9) (36)
in addition to the amount chargeable the following amounts relatng to tax have been recognised in other
comprehensive iIncome
52 weeks to 52 weeks fo
29 October 30 Cctober
2011 2010
£000 £000
Current tax - -
Deferred tax
Ansing on income and expense recognised in other comprehensive
income
Revaluation of property 10 (16)
Rate change on revaluaticn reserve (11} (6)
Cther (3) (7)
Total Income tax recognised in other comprehensive income (4) (29)
The Provisional Collection of Taxes Act was substantively enacted on 29 March 2011 and included legistation to
reduce the man rate of corporation tax to 26% from 1 Apnl 2011 Further reductions to the main rate are proposed
to reduce the rate by 1% per annum to 23% by 1 Apnl 2014 and are expected to be enacted separately each year
For the 52 week penod ended 29 October 2011, as the reduction in statutory rate by 2% has been substantively
enacted, deferred tax has been recognised on the balance sheet at 26% As at 29 October 2011 the Company had
carned forward tax losses on which deferred tax was not recognised of £1,094,000 (2010 £566,000)
11 Goodwll
£000
Carrying amount at 31 October 2009 723
Carrying amount at 30 QOctober 2010 723
Carrying amount at 29 October 2011 723

The Company tests goodwill annually for impairment or more frequently f there are indications that goodwill may be
mpaired The Company prepares discounted cashilows denved from the most recent financial estimates and
projections which are approved by the Board
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11 Goodwill continued
The carrying amounis of goodwill allocated to the cash generating units are shown as follows
Goodwill Goodwill
carrying value carrying value
201% 2010
£000 £000
Kendal 74 74
Tonbndge 285 285
Worthing 364 364
723 723
The goodwill recoverable amount 1s based on the value in use and the key assumptions relate to the estmation of
expected future cashflows of each of the stores and these are set out for each store in the corporate plan Revenue
at each store 1s the key assumphion to which the recoverable amount 1s most sensitive
The assumptions used in determining the estimated future cashflows are based on a mixture of past expenence, the
effect of past refurbishments and other department stores’ performance
The Board have projected forward over 3 years and revenue increases/decreases projected for the three years
ended October 2014 vary between -4 47% and 3% growth per annum for each of the department stores The
discount rate of 10% (2010 10%) was appled to the cashflow projections The Board has conducted a sensihvity
analysis on the impairment test and does not perceive that a reasonable change in key assumptions would cause
the recoverable amount to be less than its carrying amount An annual reduction in forecast revenues for the two
years ended October 2014 by approximately 8% per annum would result in the carrying value of goodwill being
approximately reduced to its recoverable amount
12 Business combination

On 22 May 2011 the Group acquired the trade and assets of 19 department stores owned by the ARCS and ARCS
acquired 8 5 millien £1 new redeemable preference shares in Beale PLC The consideration for the acquisition was
financed entirely by ARCS

The Company acquired the trade, certain fixed assets, inventory, cash, other debtors and other creditors of 19
department stores purchased from ARCS on 22 May 2011 for a cash consideration of £6 69m The fair value of
consideration provided by the Company, net of incentives of £2 3m was £4 39m The pnmary reason for acquinng
the 19 department stores from ARCS was to give the business cntical mass that would help it be more profitable
Negative goodwill of £3 29m has been credited directly to the income statement as an exceptional item (see note 5)

The Board carned out a fair value exercise in relation to all the assets and lhabilities acquired from ARCS and the fair
value of the consideration paid The inihal assessment indicated that a ‘bargain purchase’ had occurred The Board
then re-assessed the farr values and this reassessment confinned the fair values of the assets and habilities acquired
and the net consideration paid

Provisional fair
value of assets

acquired

£000

Inventones 6,798
Fixtures, fitting and equipment 996
Cash 180
Other debtors/creditors (63)
Deferred tax on fixtures and fiting {235)
7,676

Net consideration paid (see below) 4,390
Total negative goodwill ansing 3,286
Net consideration paid £000
Cash pad 6,690
Incentives received {2,300)
Net consideration paid 4,390
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12

Business combination continued

As part of the farr value exercise the Board concluded that no intangible assets were acquired Following the
acquisition all 19 acquired stores were rebranded under the ‘Beales’ name

In relation to 7 of the stores where the leases are short or can be terminated at shorl notice, the directors felt it
appropnate that no value be assigned to the fixtures, fitting and equipment For the remaining 12 stores the farr value
of fixed assets of £996,000 was determined by reference to the net book value of the fixtures, fiting and equipment
recorded in the ARCS fixed asset register as at 22 May 2011, which the directors concluded would be equivalent to
their depreciated replacement cost A significant proportion of the value relates to two of the stores which have
recently been refurbished Deferred tax was recorded relating to the temporary differences ansing on the accelerated
capital allowances on the fodures, fitings and equipment acquired

The fair value of the inventories acquired was established by including the carrying value of the inventones for a stock
provision for age, reflecting the fulure costs of disposal and a reasonable profit allowance for the selling effort based on
profit for similar merchandise

The Company has assumed varnous leases on the 19 stores The directors have determined having taken
professional advice that after taking into account vanous incentives that the leases had been acquired at a fair market
rental ARCS have also agreed to retain responsibility for certain repairs required to the stores and as a consequence,
the direclors also concluded that there were no dilapidation provisions required Other than the sundry
debtors/creditors mentioned above following an extensive review the directors have concluded that no other assets or
habilities anse on the transaction that should be reflected in the calculation above

The cash consideration paid to ARCS was £689m The Company also receved a cash incentive of £2 3m from
ARCS This results m a total far value of net consideration paid of £4 39m

The profitability of the 19 stores acquired from ARCS for 23 weeks ended 29 October 2011 1s set out below

22 May 2011 to

29 Oct 2011

£000

Revenue 13,355
Gross profit 6,016
Expenses (7,848)
Operating loss before exceptionaf items (1,832)
Exceptional income {note 5) 2,919
Operating profit 1,087

Based on the expenence to date of trading the acquired stores, if the 19 stores acquired from ARCS had traded for
the full 52 weeks ended 29 October 2011, combined Company revenue would have been estimated to be £79 Om
and pre tax loss would have been estimated to be £1 79m after exceptional income of £2 91m
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13 Property, plant and equipment

Fixtures,
Freehold Short fittings,
land & leasehold vehicles and
bulldings bulldings equipment Total
£000 £000 £000 £000
Cost or valuation
At 1 November 2009 4,830 1,126 26,372 32,328
Addrtions - 191 1,582 1,773
At 30 October 2010 4,830 1,317 27,954 34,101
Additions - 146 2,121 2,267
Acquisition - - 996 996
Revaluation (480) - - (460)
At 29 October 2011 4370 1,463 31,071 36,904
Accumulated depreciation and
impairment
At 1 November 2009 47 675 20,379 21,101
Charge for year 38 40 1,621 1,699
At 30 October 2010 85 715 22,000 22,800
Charge for year 38 58 1,544 1,640
Revaluation (123) - - (123)
At 29 October 2011 - 773 23,544 24317
Net book value at 29 October 2011 4,370 690 7,527 12,587
Net book value at 30 October 2010 4,745 602 5,054 11,301
Net book value at 31 October 2009 4,783 451 5,993 11,227

The Company has pledged freeholds having a carrying amount of appreximately £4 37 millon (2010 £4 75 mulfron} as
part of the secunty for bank loan facilittes granted to the Group

Land and buitdings were revalued at 28 October 2011 by Collier Intemational UK plc, chartered surveyors not connected
with the Company, on the basis of market value The valuation conforms to International Valuation Standards and was
based on recent market transactions on amm’s length terms for similar properties  The estimate 15 susceptible to market
conditions and hence increased uncertainty anses in peniods where the market 1s less active and general economic
conditions moare challenging

If fixed assets had not been revalued, they would have been included at the following histoncal cost amounts

Fixtures,
fitings,
Freehold Shon vehicles
land & leasehold and
buildings Buildings equipment Total
£000 £000 £000 £000
Net book value
29 October 2011 2,898 690 7,527 11,115
30 October 2010 2914 602 5,954 9,470
31 October 2009 2,930 451 5,993 9,374
201 2010
£000 £000
Capital commitments
Capital expenditure contracted for but not provided for in 300 -

the ftnancial statements

At each balance sheet date, the Company reviews the carrying amounts of its tangible and intangible assets including
investments to determine whether there 1s any indication that those assets have suffered an impaiment loss
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14 Financial assets

15

16

2011 2010
£000 £000
Shares in subsidianes at cost 109 109
Available for sale
Held to matunty investments carned at cost
Unlisted investment - Debenture 16 16
125 125

The unlisted investment relates to a debenture in Associated Independent Stores Ltd
The debenture returns interest at 5 per cent per annum payable annually and matures on 12 December 2012

At 29 October 2011 and 30 October 2010 the Company held, either directly or indwectly, the whole of the 1ssued
ordinary share capital in the following dormant subsidiary companies which are incorporated in England and Wales

J E Beale (Stores) Limited

John Elmes Beale Trust Company Limsted
Grant-Warden Limited

IMS Finance Limited

Beale Staff Share Schemes Trustees Limited

Deferred tax

The following 1s the analysis of the deferred tax balances for financial reporting purposes

52 weeks to 52 weeks to
29 October 30 October

2011 2010
£000 £000
Deferred tax habilities {351) (129)
{351) (129)

The following are the major deferred 1ax assets and habiities recognised by the Company and movements thereon
during the current and pnor reporting pencd

Rolled Accelerated

over tax  Revaluation

gans depreciation gains Property Other Total

Deferred tax liabilities £000 £000 £000 £000 £000 £000

At 30 October 2010 (288) (140) {145) - 444 (129)

Charge to exceptional tem - - - (235) - {235)

Credit/(Charge) to income 21 12 6 - (30) 9

Credit to equity - - 1 - 3 4

As at 29 October 2011 (267) (128) (138) (235} M7 (351)
Inventones

2011 2010

£000 £000

Finished goods and goods for resale 16,462 9,495

Finished goods for resale are stated after deducting a stock provision of £935,000 (2010 £472,000) An amount of
£10,000 (2010 £8,000 credited) was debited to cost of sales as a result of increasing (2070 decreasing) the stock
provision A stock prowvision of £453,000 was recorded against the finished goods acquired as part of the acquisition of
19 department stores  All finished goods for resale are disclosed at the lower of cost and net realisable value
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Trade and other receivables

2011 2010
£000 £000
Amounts due within one year
Trade receivables 3,037 3,024
Allowance for doubtful debts (69) (68)
2,968 2,956
Prepayments and accrued income 2,609 1,199
Amount owed by Holding Company 852 -
6,429 4,155
Amounts due after one year
Trade recewvables 66 152
Total receivables 6,495 4,307

Trade receivables
Trade recewvables consist of store card and interest free balances

Due to the nature of the business, credit nsk 15 not considered to be significant and anticipated losses are included tn
the provision above Dunng the year £20,000 (2070 £37,000) of bad debts were written off

Store card holders are required to pay 5% of the account balance, or £5 If greater, on a monthly basis  Interest charged
at 24 9% APR and 22 5% APR (if payment by direct debit)

Before accepting most new customers the Company uses an external company to assist in determining a customer's
credit quality

Ageing of the total balance past due but not Impaired receivables

2011 2010
£000 £000
60 — 90 days 12 12
12 12
Movement in allowance for doubtful debts
2011 2010
£000 £000
Balance at beginning of penod 68 88
Amounts written off as uncollectable 50 74
Amount recovered dunng the year (30) (37)
Impaiment losses recognised {20) (37)
Decrease in provision 1 __{(20)
Balance at end of penod 69 68

In determining the allowance for doubtful debt, the Company treats the total balance of all accounts that are more
than two months in arrears as a doubtful debt It treats 70% of all balances which are twe months in arrears as a
doubtful debt The credit nsk 1s imited due to the customer base being homogenous in nature  Accordingly, the
directors believe that there 1s no further credit provision required in excess of the allowance for doubtful debts

Ageing of the total balance of impaired receivables

2011 2010

£000 £000

60 — 90 days 27 29
90 - 120 days 6 10
120+ days 36 29
69 68
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Trade and other payables

2011 2010
£000 £000

Amounts falling due within one year
Trade payables 8,258 5,524
Other taxation and social secunty 726 448
Amounts owed to holding company - 5,600
Accruals and deferred income 6,544 2,342
Amounts owed to subsidiary undertakings 109 109
Amounts owed to fellow subsidianes 84 84
15,721 14,107

The fair values of the habilities above are considered to approximate to the above values The Group has financial
risk management policies in place to ensure that all hablties are paid within the credit penod as stated in the
Director's Report

Borrowings
2011 2010
£000 £600
Borrowings
ARCS loan 2,500 -
Bank overdrafts - -
Holdings Company Loans 16,500 8,000
19,000 9,000
The borrowings are repayable as follows
On demand or withun one year 8,250 -
In the second year 9,500 -
In third to hifth year 1,250 9,000
Less amount due for settlement within 12 months 8,250 -
Amount due for settlement after 12 months 10,750 9,000

0

()

(m)

The intercompany borrowing from the Parent Company i1s dependant on the Group’s banking facilities.

The Group has banking faciliies consisting of a £112,000 overdraft facility which is repayable on demand
and a £9 0 milkon revolving loan facility which following a negohated extension, has an expiry date of 28
February 2013 The facilites are secured over the Group's freehold interests The bank facilities contain a
number of key covenants Based on current forecasts the Group 1s forecast to breach one of the covenants
in its existing facility at 31 October 2012, however the Group's bankers have confirmed in wnting that it would
not be their intention to enferce any covenant breach at 31 October 2012 should it occur at current forecast
levels The loan interest on the facihes 1s 3 0% above Libor rate

Bank overdrafts are repayable on demand Overdrafis of £Nil (2010 £Ni) have been secured by a charge
over the Company's freehold The average effective interest rate on bank overdrafts approximates 3 59%
per cent (2010 3 5%) per annum and 1s determined based on 3% over hbor from 6 September 2010

Aloan of £16 5 milion (2010 £9 0 million) from the Holding Company i1s in place £3,396,000 of the loan was
set up 1n 1994, with £5,604,000 being loaned in 2005 and the balancing £7,500,000 was set up on 23 May
2011 £9 0 milkon of this Holding Company loan 1s repayable on one year and one day's notice The loan
carnes interest at base rate The £7 5 million loan set up on 23 May 2011 is repayable on demand and I1s
charged at 3% per annum over libor

ARCS term loan agreement

Under the terms of the Term Loan Agreement with ARCS, a loan facility of £2 5 milien was provided to J E Beale
PLC and was fully drawn down by it on Compietion of the ARCS transaction on 22 May 2011 J E Beale PLC 1s only
permitted to use the proceeds of the term loan to help it finance the consideration payable 1o ARCS under the
Acguisition Agreement and for general working capital purposes
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Borrowings contnued

The pnncipal amount owing on the ARCS term loan 1s repayable over a penod of five years in installments of
£250,000 made at six monthly intervals commencing on 31 October 2011 J E Beale plc will be permitted to repay
earlier either in full or in an amount of at least {and in Integral multiples of) £250,000 together with accrued interest if
it so elects There will be no penalty for early repayment of the Term Loan and, to the extent that J E Beale plc
makes any such prepayment, its obligations to make the next successive repayment(s) owing will be deemed
satisfied to the extent necessary up to (but not exceeding) the relevant prepayment amount

Interest will be charged quarterly in arrears with effect from completion at the rate of 4 per cent per annum over the
applicable LIBOR rate increasing to 6 per cent per annum over LIBOR in the event of a default that 1s not remedied
within 12 months The directors view 4 per cent over LIBOR as being market rate, based on the terms of this loan

The average effective rate of interest on the ARCS loan dunng the year was approximately 4 83% per annum

Lease Incentives

2011 2010
£000 £000
Lease incentives 2,736 1,517

The above represents lease incentives, rent free penods and capital contnbutions which have been received from
landlords and are amortised to the iIncome statement over the period of the lease

Called up share capital

2011 2010
£000 £000
Aliotted, calied up and fully paud
1,023,254 ordinary shares of £1 each 1,023 1,023
141,860 management shares of 5p each 7 7
1,030 1,030

Ordinary shares — equity

The ordinary shares carry ne nghts to dwdend other than those which may be recommended by the directors and
approved by shareholders in general meeting Ordinary shares have no redemption nghts However, they have an
unlimited nght to share in the sumplus remaining on a winding up, after all labiities and participation nghts of other
classes of shares have been satisfied Ordinary shares have one vote per share

Management shares - non-equity

The management shares carry a fixed non-cumulative dividend at the rate of 5% per annum cn capital paid up
thereon calculated from the date of 1ssue of such shares and ranking pan passu with any dividend paid on ordinary
shares Beale PLC has waived the dividend On a winding up, holders are entitled to repayment of the capital pad
up therecn in prionty to any payment to holders of ordinary shares, but the management shares shall not entitle the
holders to any further or other participation in the profits or assets of the Company Management shares have one
vote per share

Reserves

For detatls on the movement of reserves see the statement of changes in equity
Share premium account

The share premium account represents the excess over nominal value paid for equity

Revaluation reserve
The revaluation reserve represents the excess of fixed asset valuation over cost The revaluation reserve 15 shown
net of deferred tax The Company freehold held was revalued at 29 Qctober 2011

Capital redemption reserve
The capital redemption reserve results from a previous purchase and cancellation of shares in 1983

Retained earnings
The retamned earnings represents the Companies accumulated undistributed earnings

All reserves of the Company relate to equity interests Those reserves of the Company that may not be distnbuted
under Section 831 of the Compantes Act 2006 comprise the capital redemption reserve and the revaluation reserve

The transfer from the revaluation reserve to the income statement represents the difference between the
depreciation charge for the year based on revalued amounts and the depreciation charge for the year based on
histoncal cost
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Reconciliation of operating loss to net cash flow from operating activities

52 weeks to 52 weeks to
29 October 30 October
2011 2010
£000 £000
Operating (loss)/profit {254) 264
Adjustments for
Depreciation 1,640 1,699
Negative goodwill (3,286) -
Increase In iInventories {169} (968)
(Increase)/decrease in trade and other receivables (2,138} 735
Increase In trade and other payables 2,900 6,702
Cash disbursement of pension oblhigation (net of charge included (1,536} (850)
within the income statement)
Net cash (used)ygenerated from operations (2,843} 7,582
Analysis of net debt
30 October 29 October
2010 Cash flow 2011
£00¢ £000 £000
Cash at bank and in hand 420 274 694
420 274 694
Debt due within one year - (8,250) (8,250)
Debt due after one year {9,000) (1,750} (10,750)
(8,580) (9,726) (18,306)

Financial instruments and risk management

Capital nsk management

The Company manages Its capital to ensure that it will be able to continue as a going concern while maximising the
return to stakeholders through the optimisation of the debt and equity balance Dunng the year ARCS provided
additicnal funding in the form of a £2 50 million term loan, farr valued at £2 50m

The capital structure of the Company consists of debt, which includes borrowings disclosed in note 19, cash and cash
equivalents and share capital, share premium account, revaluation reserve, capital redemption reserve and retained
earnings

The Group 1s subject to a capital requirement under the HSBC loan agreement and a number of covenants Failure
to comply with most covenants allows the bank to appoint Monitoring Accountants In January 2012 the Group
arranged 1o extend the HSBC loan agreement 1o 28 February 2013  The directors meet the objectives of managing
their capital by monitonng cashflows and batance sheets on a regular basis

2011 2010

£000 £000
Overdrafts - -
Debt 19,000 9,600
Cash and cash equivalents {694) (420)
Net debt 18,306 8,580
Equity (Shareholders deficit) (940) (879)
Net debt to equity ratio {1947%) (976%)
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Financial instrument and nsk management continued

Categories of financial instruments

2011 2010
£000 £000
Ftnancial assets
Loans and receivabdles (note 17} 5,643 4,307
Cash and bank balances 694 420
Held-to-matunity investments (note 14) 16 16
Inter Company balance (note 17) 852 -
7,205 4,743
Financial hlabihihes
Parent Company loan {note 19) (16,500) (2.000)
ARCS Loan (note 19) (2,500) -
Trade and cther payables (note 18} (15,528) (8,314)
Inter Company balances (note 18) (193) (5.793)
(34,721) (23,107)

Financial nsk management objectives

The Company's Treasury function provides services to the business, co-ordinates access to domestc financial
markets, monitors and manages the financial nsks relating to the operations of the Company These nsks include
market nsk (including currency nsk, fair value interest rate nsk and price nsk), credit nsk, hquidity nsk and cash flow
interest rate nsk

The Company does not enter into or trade financial instruments, including denvative financial instruments, for
speculative purposes The Corporate Treasury funchion reports to the Board regularly

Market rnisk

The Company’s activities do not expose 1t to changes in foreign currency exchange rates as nearly all imports are
purchased in stering Amounts purchased in foreign currency are not materral The Company has not entered into
any forward foreign currency exchange contracts dunng the year Accordingly no sensitvity analysis 1s disclosed

Interest rate nsk management
The Company 5 exposed to interest rate nsk because entiies in the Company borrow funds from third parties the
interest rates on which are linked to LIBOR and base rates

Given the above and assuming that going forward the base rate 15 relatively stable, the Gompany’s exposure to
interest rate movement 1s lmited To mutigate against the interest rate exposure nsk the beard could choose to use
interest rale swap contracts  Alternatively the Company could adjust its working capital structure to reduce
borrowings, for example by increasing credit payment terms with suppliers

Interest rate sensitivity analysis

The sensiivity analyses below have been determined based on the exposure to interest rates at the balance sheet
date A 1% increase or decrease 1S used when reporting Interest rate nsk internally to key management personnel
and represents management’s assessment of the reasonably possible change in interest rates

If interest rates had been 1% higher and all other vanables were held constant, the Company’s loss (2010 profit) for
the year ended 29 October 2011 would increase by £135,000 (20710 decrease by £123,000)

If interest rates had been 1% lower and all other variables constant, the Company’s loss/(profit) for the year ended 29
October 2011 would decrease by £90,000 (2070 increase £78,000) This i1s attnbutable to the Company's exposure
to interest rales on its horrowings

Credit nsk management

Credit nsk refers to the nsk that a counterparty will default on its contractual obligations resulting in financial loss to
the Company The Company has adopted a policy of only dealing with creditworthy counterparties and obtaining
suffictent information where appropnate, as a means of mitigating the nsk of financial loss from defaults This
information 1s supplied by credit rating agencies where appropnate The Company’s exposure of its counterparties
are continuously monitored Credit exposure i1s controlled by counterparty imits that are reviewed and approved by
the credit contro}

The Company exposure to credit nsk 1s extremely low The Company’s main fending refates to lending to the public
in the form of the store card debtors and inlerest free credit debtors The Company does carry out credit evaluation
on a fair proportion of credit accounts opened The Board regard credit nsk to the Company as very low as no one
individual debtor 1s matenal
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Financial instrument and nsk management continued

Liquidity nsk management

Ulimate responsibility for hquidity nsk management rests with the Board of directors, which has established an
appropnate hquidty nsk management framework for the management of the Company’s shont-, medwum- and long-
term funding and hquidity management requirements The Company relies on loans from Beale PLC and 1s included
within the Group banking facilities

The following tables detail the Company’s remaining contractual matunty for its non-denvative financial habilites with
agreed repayment penods The tables have been drawn up based on the undiscounted cash flows of financial
hablihes based on the date on which the Group can be required to pay

Average Less than 1-3 3 month More than

Interest 1month Months to1year 1-5years 5 years Total
29 October 2011 rate £000 £000 £000 £000 £000 £000
ARCS loan 4 83% 250 - 602 1,918 - 2,771
Parent Company loan 05% - - - 9,045 - 9,045
Parent Company loan 3 5% 7,500 - - - - 7,500
Inter Company - 193 - - - - 193
7,943 - 602 10,964 - 19,509

30 October 2010
Parent Company loan 05% - - - 9,045 - 9,045
Inter Company - 5,793 - - - - 5,793
5,793 - - 8,045 - 14,838

Fair value measurements recognised in the statement of financial position

The following table provides an analysis of financial instruments that are measured subsequent to imihal

recognition at far value, grouped into Levels 1 to 3 based on the degree to which the far value 1s

observable

+ Level 1 farr value measurements are those derived from quoted prices (unadjusted) in active markets
for identical assets or iabilities,

» Level 2 far value measurements are those denved from inputs other than quoted prices included within
Level 1 that are observable for the asset or lhability, ether directly (1e as pnces) or indirectly (1 e
denved from prices), and

» Level 3 farr value measurements are those derived trom valuation technigues that include inputs for the
asset or lability that are not based on observable market data (unobservable inputs)

Level 1 Level 2 Level 3 Total
29 October 2011 £000 £000 £000 £000
Financial assets at FVTPL (Fair value through profit or loss)
Non-denivative financial assets held for trading - - 7,189 7,189
Available for sale financial assets - - 16 16
Total - - 7,205 7,205
Financial llabilities at FYTPL
Financial iahihties designated at FVTPL - - 34,721 34,721
Total - - 34,721 33,721
Level 1 Level 2 Level 3 Total
30 Octaber 2010 £000 £000 £000 £000
Financial assets at FVTPL
Non-denvative financial assets held for trading - - 4,727 4,727
Avallable for sale financial assets - - 16 16
Total - - 4,743 4,743
Financial habihties at FVTPL
Financial habilities designated at FVTPL - - (23,107) (23,107)
Total - - (23,107} (23,107)
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Commitments under operating leases

2011 2010
Land & Land &
buildings Other buildings Other
£000 £000 £000 £000
Company
At 29 October 2011 the Company had total commitments
under non-cancellable operating leases as follows
Within one year 6,672 275 4,968 127
Between two and five years 25,767 514 19,430 58
More than five years 76,887 - 69,311 -
109,326 789 93,709 185

The lessee’s significant leasing arrangements relate to the leasing of department stores None of the leases give the
Company a purchase option The Company's leases of land and buldings are subject to rent reviews at intervals
between one and five years None of the department store leases has a fixed escalation clause

Pensions

The Group operates the Beales and Denners pension schemes Actuanal gains and losses are recognised n full in the
penod in which they occur The Group has adopted the revised version of IAS 19 (Employee Benefits) published in
December 2004 As permitted by the rewised standard, actuanal gans and losses are recognised outside the
consolidated income statement and presented in the statement of changes in equity The liability recognised in the
balance sheet represents the present value of the defined benefit obligation, as reduced by the fair value of plan assets
The cost of providing benefits 15 determined using the Projected Unit Credit Method

Beales Pension Scheme

The Beales Pension Scheme has sections provtding benefits on both a defined benefit and defined contnbution basis
The defined benefit section was closed to new entrants on 6 Apnl 1997 and was closed to further accrual on 30 Apnl
2009 New entrants to the pension scheme join the defined contribution section  Final salary actives who ceased
accruing pension in the final salary scheme were invited to join the defined contnbution section  Final salary actives who
stay 1n service after 30 Apni 2009 until their usual retirement date have therr final salary pension based on the greater of 1}
the final pensionable salary at the point of a indivadual taking their pension or ) the final pensionable salary at 30 Apnl
2009 revalued in ine with statutory requirements A similar calculation 1s applied to actives who becomes deferred and
who does not stay up 1o retirement The scheme funds are administered by trustees and are independent of the Group’s
finances Contributions are paid to the scheme in accordance with the recommendations of an independent actuanal
adviser

Denners Pension Scheme

Denners Limited, which was acquired on 8 March 1999, operated a defined benefit pension scheme for eligble
employees The Scheme was closed on 30 June 1999 Denners Limited employees were offered the opportunity to
transfer into the Beales Pension Scheme from 1 July 1989 Certain employees opted so te do

Defined benefit plans
For some of the employees of Beale PLC, the Group operates a funded pension plan providing benefits for its employees
based on final pensionable emoluments The assetls of the plan are held in a separate trustee admirnistered fund

The most recent tnennial valuation of the Beales pension scheme for funding purposes was performed as at 30 October
2010 Under the funding schedule agreed with the scheme trustees, the Group aimed to eliminate the current deficit by
November 2017 The Group will monitor funding levels annually and the funding schedule will be reviewed between the
Group and the trustees every three years, based on actuanal valuations The Group considers that the contribution rates
agreed with the trustees are sufficient to eliminate the current deficit over the agreed penod

The most recent tnenmial valuation of the Denners pension scheme for funding purposes was performed as at 1
November 2008 Under the funding schedule agreed with the scheme trustees, the Group aims to eliminate the current
deficit by February 2011  The Group will moniter funding levels annually and the funding schedule will be reviewed
between the Group and the trustees every three years, based on actuanal valuations The next tnenmial valuation Is
drawn up as at 29 October 2011 The Group considers that the contnbution rates agreed with the trustees are sufficient
to eliminate the current deficit over the agreed penod

The results of the Beales Pension Scheme formal actuanal valuation as at 30 October 2010 were updated to the

accounting date by an independent qualified actuary in accordance with IAS 19 As required by IAS 19, the value of the
defined benefit obligation and current service cost has been measured using the Projected Unit Credit Method
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The pension cost of the Denners Scheme 1s assessed every three years in accordance with the advice of a qualfied
actuary The most recent valuation was as at 1 November 2008 and was carrned out by professionally qualfied consulting
actuary, Legat & General

As required by IAS 19, an independent actuary determined the value of the defined berefit obligation and current service
cost, thts has been measured using the Projected Unit Credit Method

The expected rate of return on assets for the financial year ending 29 October 2011 was 6 2% per annum (20710 62%
per annum) This rate 1s denved by taking the weighted average of the long term expected rate of return on each of the
asset classes that the plan was invested in at 30 October 2010 The estimated amount of coninbutions expected to be
paid to the Beales and Denners plans dunng 2011/12 in respect of final salary benefits 1s £1,550,004 (2010 £1,574,004)
As at 29 October 2011 there 1s a contnbution creditor wathin the defined benefit plans of £129,167 (2010 £135,167)

Defined contribution
Company contributions to the defined contnbution scheme totalled £199,000 (20710 £175,000)

Principal actuanal assumptions

The pension information below 1s a combination of both the Beales pension scheme and the Denners pension scheme
As at 29 October 2011 the Beales pension scheme had a deficit of £752,000 (2070 £2,827,000) and the Denners
penston scheme had a surplus of £549,000 (2010 £445,000)

The Denners penston scheme surplus is treated as an asset as on wind up of the Denners pension scheme any surplus
15 repayable to the Group As the pnncipa! employer of both the Beales Pension Scheme and the Denners Pension
scheme 15 J E Beale plc, and the similanty in the profile of the two schemes, the two schemes have been netted off in
the figures below Both schemes have adopted the same key assumphons set out below

The principal assumptions based on advice from, and used by, the independent qualified actuanes in updating the latest
valuations of the schemes for IAS 19 purposes were

2011 2010 2009

Retail price inflation 2.90% 320% 3 20%
Consumer pnce index 220% 2 60% n/a
Discount rate 5.20% 540% 5 60%
Pension increases (fixed 5%) 5 00% 500% 5 00%
Pension increases (LPI) 2 70% 300% 3 00%
General salary increases 2 20% 320% 320%
Expected return on assets 5 90% 620% 6 20%
Lile expectancy of male/female pensioner aged 65 222/25 0 221250 220/248
Life expectancy of male/female member from the age of 65 23.0/258 229257 228257
currently aged 50

2011 2010

£000 £000
The amounts recognised as income in respect of defined benefit schemes
Employer's part of current service cost 230 219
Interest cost 2,063 2,079
Expected return on plan assets (2,249) {2,042)
Total expense recogrused in income statement 44 256

201 2010

£000 £000
Movements in present value of defined benefit obligations were as follows
Opening defined benefit obligatons 39,050 38,041
Employer's part of current service cost 230 219
Interest cost 2,063 2,079
Actuanal (gam)/loss {842) 556
Benefits paid {1,711) (1,845)
Closing defined benefit obligations 38,790 39,050
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201 2010
£000 £000
Movements in the fair value of scheme assets were as follows:
Opening farr value of plan assets 36,568 33,508
Expected retum on plan assets 2,249 2042
Actuanal (losses)/gains (99) 1,758
Contnbutions by the employer 1,580 1,105
Benefits paid (1,711) (1,845)
Closing fair value of plan assets 38,587 36,568
2011 2010 2009 2008 2007
£000 £000 £000 £000 £0007
Combined Schemes
Present value of defined benefit obligations 38,790 39,050 38,041 29,573 34,974
Fair value of plan assets (38,587) (36,568) (33,508) (28,204} (32,670}
Dehcits 203 2,482 4,533 1,369 2,304
Beales Pension Scheme
Present Value of defined benefit obligations 36,810 37,037 36,022 27,909 32,829
Fair Value of plan assets {36,058) (34,110) (31,218) (26,266) (30,303)
Deticit 752 2927 4,804 1,643 2,626
Denners Pension Scheme
Present Value of defined benefit obligations 1,980 2013 2019 1,664 2,045
Fair Value of plan assets (2,529) (2,458) (2,290) (1,938) {2,367)
Surplus (549) {(445) (z71) (274) (322)
The analysis of the schemne assets and the expected rate of return at the balance sheet date was as follows
Expected return Fair value of assets
2011 2010 2009 2011 2010 2009
% pa % pa % pa £000 £000 £000
Equrty instruments 79 81 a1 14,578 13,915 12,331
Bonds 46 49 50 22,545 21,096 19,598
Other 34 41 41 17 93 &6
Property 54 61 61 150 150 200
Annuities 52 56 56 1,297 1,314 1,313
38,587 36,568 33,508
Scheme assets
The waighted-average asset allocations at the respective year ends were as follows
Asset category 2011 2010 2009
Equities 38% 38% 37%
Bonds 58% 58% 58%
Property - - 1%
Insured pension asset 4% 4% 4%
Other - - -
Total 100% 100% 100%
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Expected rate of return

To develop the expected long-term rate of return on assets assumption, the Company considered the current level of
expected retums on nsk free nvestments (pnmanly government bonds), the histoncal level of the nsk premum
associated with the other assets classes in which the portfolio 1s invested and the expectations for future returns of
each asset class

Weighted average assumptions used to determine benefit obligations at 29 Qctober 2011 30 October 2011
Discount rate 52% 54%
Rate of compensation increase 29% 32%
Weighted average assumptions used to determine net pensicn cost for period 29 Qctober 2011 30 October 2011
ended

Discount rate 54% 56%
Expected long-term return on scheme assets 6 2% 62%
Rate of compensaticn increase 29% 32%

Sensitivity analysis
The sensitivity of the 2011 year-end results to changes in two key assumptions is shown below

Funding position Discount rate movement of - 0 25% RPi movement of + 0.25%
Impact on balance sheet deficit Deficit up by £1 3m Deficit up by £0 5m

Impact on 2010/2011 Income Income Statement profit up by £0 02m Income Statement profit down
Statement by £0 03m

The sensitivity of the 2010 year end results to changes in two key assumptions i1s shown below

Funding position Discount rate movement of - 0 25% RPi movement of + 0.25%
Impact on balance sheet dehcit Deficit up by £1 4m Deficit up by £0 6m

Impact on 2009/10 Income Income Statement profit up by £0 02m Income Statement profit down
Statement by £0 03m

S2weeksto 52weeksto 5H2weeksto 5H2weeksto 53 weeksto
29 October 30 October 29 October 1 November 3 November

2011 2010 2009 2008 2007
£000 £000 £000 £000 £000
Actual retum on plan assets 2,150 3,800 5,858 (4,.572) 2,135
Difference between actual and expectad
return on scheme assets
- Amount of {(gain) and loss 99 (1,758) (3,767) 6,674 (265)
- Percentage of scheme assels 0.26% (481%) (1124%) 23 66% (081%)
Expenence (gains) and losses on
scheme habilities
- Amount (850) (1) (5) 808 206
- Percentage of Scheme liabilities 2.19% - - 27% 06%
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Related party transactions

Related party transactions were made on terms equivalent to those that prevail in any arms length transaction

Dunng the year the Company pad the following to Beale PLC rent of £295,000 (2010 £295,000), nterest of
£171,578 (2010 £158,923), and a management charge of ENif (2010 £NH)

At the year end there was a £16 5 million loan {2010 £9 mulfion) from Beale PLC to the Company The £9 million lcan
{2010 £9 milion)s repayable on 366 days notice and £7 5 milhon (2070 Nif} was repayable on demand In addition,
at 28 October 2011, the Company owed £NIl (2010 £5,600,000) to Beale PLC As at 29 October 2011 the Company
was owed £852,096 (2070 £Nil} by Beale PLC

Furthermore, the Company owed a fellow subsidiary and subordinate subsidiares a total of £193,000 (2010
£193,000)

On 22 July 2011 Multtrust Property Investments Limited a subsidiary of Panther Secunties PLC who own 29 72% of
Beale PLC purchased 5 freeholds from ARCS for £7 1 millon JE Beale plc 1s the tenant in relation to the five
freeholds Duning the penod from 22 July 2011 to 29 October 2011 no rent was payable by J E Beale plc as the
leases held had rent free penods Multitrust Property Investment Limited purchased a further three freeholds from
ARCS for £2 25 milhion on 24 February 2012 where JE Beale plec 1s the tenant  ARCS owns 8 5 million £1 preference
shares in Beale PLC and J E Beale pic has a £2 5 milion loan from ARCS

The remuneration of the Directors, who are key management personnel of the Company are set out in the
Remuneration Report of Beale PLC

Ultimate holding company and contrelhng party

The directors consider Beale PLC to be the controling party The Company’s immediate parent and ultimate holding
Company i1s Beale PLC, a Company registered in England and Wales Beale PLC i1s quoted on the London Stock
Exchange and as such, no individual shareholder 1s the ultimate controlling party The only group in which the results
of the Company are consolidated 1s that headed by Beale PLC The consclidated financial statements of this Group
are available to the public and may be cbtained from The Granville Chambers, 21 Richmond Hill, Bournemouth, BH2
6BJ
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