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Aurora Fashions Finance Limited
Directors' report

For the penod 31 January 2010 to 28 February 2011

The directors present therr report and the audited financial statements of Aurora Fashions Finance Limited ("the Company") for
the period from 31 January 2010 to 28 February 2011

The Coempany 1s a member of the Aurora Fashions Group ("Group" or "the Aurora Group")

The Company's accounting reference date has been changed to 28 February The current penod relates to the penod from 31
January 2010 to 28 February 2011, and the current trading period consists of 56 weeks compared to 48 weeks for the prior
penod

Principal activities

The principal achviies of the Company are operating as an intermedtate holding company for the Aurora Group and as the
prnimary source of external funding for the Aurora Group

The Aurora Group was restructured during the period, and the Karen Millen group, headed by Karen Millen Holdings Ltd, was
sold by the Company for a consideration and profit of £81 4 milion

The loans owing by the Aurora Group to Kaupthing Bank hf were restructured dunng the perniod The existing balances owing by
other Group undertakings to Kaupthing Bank hf were transferred to the Company, with the result that, at the end of the period,
the total amount owing by the Company to Kaupthung Bank hf was £55 million (2010 £0 6 mullion)

Results and dividends

The Company's results are set out on page 6

The directors do not recommend the payment of a dividend (2010 £nil)

Directors

The current Directors of the Company, all of whom held office throughout the period, are listed on page 2

Disclosure of iInformation to auditor

The directors who held office at the date of approval of this report of the board confirm that, so far as they are each aware, there
1s no relevant audit information of which the Company’s auditor 1s unaware, and each director has taken all the steps that they
ought to have taken as a director to make themselves aware of any relevant audit information and to establish that the
Company's auditor 1s aware of that information

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reapponted and KPMG LLP will therefore

continue in office

By Order of the Board

—
Richard Glanville / 7~ \/&‘M( 2011
Director



Aurora Fashions Finance Limited
Statement of directors’ responsibilities

For the period 31 January 2010 to 28 February 2011

The directors are responsible for prepanng the Directors' Report and the financial statements in accerdance with applicable law
and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law they have elected to
prepare the financial statements in accordance with UK Accounting Standards and applicable law (UK Generally Accepted
Accounting Practice)

Under company faw the directors must not approve the financial statements unless they are satisfied that they give a true and farr
view of the state of affars of the Company and of the profit or loss of the Company for that period

In prepanng these financial statements, the directors are required to
e select suitable accounting policies and then apply them consistently,
& make judgements and estimates that are reasonable and prudent,

» state whether applicable UK Accounting Standards have been followed, subject to any matenal departures disclosed and
explained in the financial statements, and

= prepare the financial statements on the going concern basis unless it 1s inappropnate to presume that the Company will
continue in business

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 Comparies Act 2006 They have general responsibility for taking such steps as are
reasonably cpen tc them to safeguard the assets of the Company and to prevent and detect fraud and other irregularities




Independent auditor's report to the members of Aurora Fashions Finance Limited

We have audited the financial statements of Aurora Fashions Finance Limited for the period ended 28 February 2011, set out on
pages 6to 16 The financial reporting framework that has been applied in therr preparation 1s applicable law and UK Accounting
Standards (UK Generally Accepted Accounting Practice)

This report Is made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act
2006 Our audit work has been undertaken so that we might state to the Company's members those matters we are required to
state to them n an auditor's repert and for no other purpose To the fullest extent permitted by law, we do not accept or assume
responsibibty 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 responsibihties of directors and auditor

As explained more fully in the Directors’ Responstbility Staterment set out on page 4 the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view Qur responsibility 1s to audit and
express an opinion on the financial statements In accordance with applicable law and International Standards on Auditing (UK
and Ireland) Those standards require us to comply with the Auditing Practices Board's (AFPB's) Ethical Standard for Auditors

Scope of the audit of financial statements
A descriphon of the scope of an audit of financial statements 1s provided on the APB's web-site at

www frc org uk/apb/scope/private ¢fm '

Opimon on financial statements
In our opinion the financial statements

s give a true and farr view of the state of the Company's affairs as at 28 February 2011 and of its profit for the penod
then ended,

» have been properly prepared in accordance with UK Generally Accepted Accounting Practice, and
o have been property prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinien the information given in the Directors' Report for the financial penod for which the financial statements are
prepared i1s consistent with the financial statements

Matter 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, if in our
opinion

¢ adequate accounting records have not been kept, or returns adequate for our audit have not been recewved from
branches not visited by us, or

¢ the financial statements are not in agreement with the accounting records and returns, or
s certain disclosures of directors' remuneration specified by law are not made, or
¢ we have not received all the information and explanations we require for our audit

) KA -

H Dickinson (Senior Statutory Auditor) - 2011
for and on behalf of KPMG LLP, Statutory Auditor 27 Jue
Chartered Accountants

15 Canada Square
London E14 5GL




Aurora Fashions Finance Limited
Profit and loss account

For the period 31 January 2010 to 28 February 2011

Notes
Administrative expenses
Operating {(loss)/profit 2
Profit on disposal of fixed assets investments 4
Interest receivable and similar income 5
Interest payable and similar charges 6
Income from shares in group undertakings
Profit/{loss) on ordinary activities before taxation
Tax on profit/(loss) on ordinary activities 7

Profit/(loss) after taxation for the financial period

31 January 2010 to
28 February 2011

£m
13
13
814

21
=31

40

831

831

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

9 January 2009 to
30 January 2010

£m
08

08

12
28

There were no other gains or losses other than the loss after taxation for the financial period  Accordingly a statement of total

recognised gains and losses has not been included




Aurora Fashions Finance Limited
Company balance sheet

As at 28 February 2011

Note
Fixed assets
Intangible fixed assets 8
Investments a

Current assets
Debtors 10

Cash at bank and in hand

Creditors amounts falling due within one year 11
Net current assets

L
Total assets less current habilities

Creditors amounts falling after more than one year 12
Net assets/(habilities)

Caprtal and reserves
Called up share captal 14
Profit and loss account

Shareholders’ funds/{deficit) 16

These financial statements were approved by the Board of Directors on

Richard Glanville
Director

Company registered number 6787528 (England and Wales)

28 February 2011

-18 1

-38 8

152 1

823

£m

-18 1

1910

1910

1340

517

823

823

30 January 2010

£m

-162

-16 2

80 7
04

811

64 9

-657

EF gfé,:g 2011 and signed on 1ts behalf by



Aurora Fashions Finance Limited
Notes forming part of the financial statements

For the period 31 January 2010 to 28 February 2011

11

12

13

Accounting policies
Basis of preparation - Going Concern

The Company 1s part of the Aurora Fashions Group Limited group of companies (the “Group™ or the "Aurora Group™)
Aurora Fashions Group Limited 1s 91% owned by Kaupthing Bank hf and 1s the holding company for the Aurora Group

The Aurcra Group meets its day to day working capital requirements and medium term funding requirements through term
debt and revolving credit facilities with Kaupthing Bank hf (the “Bank”) which are repayable in stages over the penod to
2015 and subject to certain financial and other covenant requirements The treasury management function 1s undertaken
on a Group basis rather than at an indwidual subsidiary level The Company i1s dependant for its working capital on funds
forming part of these faciliies Further, the Company has granted fixed and floating charges over all of the Company's
assets and underiakings, under a debenture granted to secure the banking facilites

The directors have prepared projected cash flows for the penod ending 12 months from the approval of these financial
statements (the "Projections”) The Projections are based on certain assumptions and show that the Group 1s capable of
operating within the faciities currently available following the restructuning of the Group as discussed in the directors’ repon,
and complying with the covenant requirements for the full term covered by the Projections

The directors at Group level have tested the impact of vanations from the Projections by assessing the adequacy of the
Group's funds, under a combination of different scenanos constructed to reflect reasonably possible downside nsks to the
assumptions contained within the Projections The directors recognise in the current economic envirenment, the main nsks
relate to the achievability of the Group's forecast sales and margins and the timing of cash flows going forward In such
downside scenanos the ability to continue to operate would be dependent on maintaining comphance with the financial
covenants by implementing vanous cost saving initiatives within the timescales requred The cost saving initiatives
identified are within the control of the Group

Given the above and after making enquines of the directors at Group level, the directors of the Company have a reasonable
expectation that the Company has adequate resources to continue in operational existence for the foreseeable future
Accordingly, they continue to adopt the going concern basis in prepanng the annual repeort and financial statements

Accounting convention
The financial statements are prepared under the histoncal cost convention
Comphance with accounting standards

The financial statements are prepared in accordance with applcable accounting standards and have been apphed
consistently in dealing with items which are considered matenal in relation to the financial statements

Under Financial Reporting Standard 1 Cash Flow Stafements the Company 1s exempt from the requirement to prepare a
cash flow statement on the grounds that a parent undertaking incfudes the cash flows of the Company in its own published
consolidated financial statements

As the Company is a wholly owned subsidiary of Aurora Fashions Holdings Limited, the Company has taken advantage of
the exemption contained in Financial Reporting Standard 8 Related Parly Disclosures and has therefore not disclosed
transactions or balances with entities which form part of the Group The consolidated financial statements of Aurora
Fashions Holdings Limited, within which this Company 1s included, can be obtamed from Aurora Fashions Holdings Limited,
The Tnangle, Stanton Harcourt Industrial Estate, Stanton Harcourt, Witney, Oxfordshire OX29 5UT

The Company ts exempt by virtue of section 400 of the Companies Act 2006 from the requirement to prepare group
accounts These financial statements present information about the Company as an individual undertaking and not about its

group




Aurora Fashions Finance Limited
Notes forming part of the financial statements (continued)

For the period 31 January 2010 to 28 February 2011

14

15

16

17

18

19

Intangible fixed assets and amortisation

On the acquisition of a business, fair values are attnbuted to the net assets acquired Goodwill anises where the fair value of
the consideration given for a business exceeds farr value of such net assets For purchased goodwill ansing on
acquisitions, goodwill 1s capitalised and amorhised through the profit and loss account over a penod of 20 years unless the
directors consider it has a matenally different useful life

Negative goodwill anising in respect of acquisiions 1s included within fixed assets and released to the profit and loss
account in the pernods in which the farr values of the non-meonetary assets purchased on the same acquisition are
recevered, whether through depreciation or sale  On the subsequent disposal the profit or loss on disposal or termination is
calculated after charging (crediting) the unamortised amount of any refated goodwill (negative goodwill)

Fair value adjustments will be incorporated up until the first full financial penod following an acquisition
Investments

Investments are included at cost less amounts written off
Impairments

An imparrment 1s recogmised when the carrying amount of an investment, fixed asset or goodwiil exceeds the recoverable
amount The recoverable amount of the asset I1s the higher of net realisable value or value in use To the extent that the
carrying amount exceeds the recoverable amount, the difference will be recognised as an imparment loss through the profit
and loss account

Foreign currencies

Transachons in foreign currencies are recorded using the rate of exchange ruling at the date of the transaction where no
forward cover exists or, if hedged forward, at the rate of exchange under the related forward currency contract Monetary
assets and habilities denominated in foreign currencies are translated using the rate of exchange ruling at the balance sheet
date and the gains or losses on translation are included in the profit and loss account

Taxation

The charge for taxation 1s based on the profit for the period and takes into account taxation deferred because of timing
differences between the treatment of certain terns for taxation and accounting purposes

Deferred taxation 1s recognised without discounting, in respect of all timing differences between the treatment of certain
items for taxation and for accounting purposes which have ansen but not reversed by the balance sheet date, except as
otherwise required by Financial Reporting Standard 19 Deferred Taxation

Classification of financial instruments i1ssued by the Company

Following the adeption of FRS 25, financial instruments 1ssued by the Company are treated as equity (1 e forming part of
shareholders’ funds) only to the extent that they meet the following two conditions

a) they include no contractual obligations upon the Company to deliver cash or other financial assets or to exchange
financial assets or financial habiliies with another party under conditions that are potentially unfavourable to the Company,
and

b} where the instrument will or may be settled in the Company’'s own equity instruments, 1t 1s etther a non-derivative that
includes no obligation to deliver a vanable number of the Company's own equity instruments or 15 a derivative that will be
settied by the Company's exchanging a fixed amount of cash or other financial assets for a fixed number of its own equity
instruments

To the extent that this definition 1s not met, the proceeds of iIssue are classified as a financial lability Where the instrument
so classified takes the legal form of the Company's own shares, the amounts presenied in these financial statements for
called up share capital and share premium account exclude amounts in relation to those shares

Where a financial instrument that contains both equity and financial habiity components exists these components are
separated and accounted for individually under the above policy The finance cost on the financial hability component is
correspondingly higher over the ife of the instrument




Aurora Fashions Finance Limited

Notes forming part of the financial statements (continued)

For the period 31 January 2010 to 28 February 2011

Operating (loss)/profit
31 January 2010 to 9 January 2009 to
28 February 2011 30 January 2010
£m £m

Operating (loss)/profit 1s stated after (crediting)

Amortisation of negative goodwll 12 -08

In the current penod and previous penods, the remuneration payable in relation to audit services for the whole Aurora
Group, including £16,000 (2010 £20,000) specifically relating to the Company, was bome by, and included 1n the fees of
the financial statements of Aurora Fashions Services Limited, a fellow Group subsidiary

Remuneration of directors and staff numbers and cost

In the current and previous perods, the directors were remunerated by Aurora Fashions Services Limited in respect of ther
services to the Aurora Group as a whole As they receive no emoluments from the Company their emoluments are dealt
with in the financial statements of Aurora Fashions Services Limited

Apart from the directors, the Company had no employees dunng the period (2010 mil)

In the current and previous penods, staff providing shared administrative services to the Aurora Group as a whole were

remunerated by Aurora Fashions Services Limited As they recewve no emoluments from the Company, their emoluments
are dealt with in the financial statements of Aurora Fashions Services Limited

Profit on disposal of fixed assets investments

The Karen Millen group, headed by Karen Millen Holdings Limited, was sold during the penod as part of the restructunng of
the Aurora Group for a consideration and profit of £81 4 million, settled in cash

Interest receivable and simitar income
31 January 2010 to 9 January 2009 to

28 February 2011 30 January 2010

£m £m

Interest receivable on amounts cwed by Group undertakings 14 12

Unrealised foreign exchange gamns 07
21 12
6 Interest payable and similar charges

31 January 2010 to 9 January 2009 to
28 February 2011 30 January 2010

£m £m

Interest payable on bank loans and overdrafts - 01
Interest payable on amounts owed to Group undertakings 31 26
Unrealsed foreign exchange losses - 01
31 28

10




Aurora Fashions Finance Limited
Notes forming part of the financial statements (continued)

For the pertod 31 January 2010 to 28 February 2011

7

Taxation
31 January 2010to © 9 January 2009 to
28 February 2011 30 January 2010
£m fm

UK corporation tax
Current tax - - -

Current tax reconciliation

The current tax charge for the period differs from the standard rate of corporation tax in the UK of 28% (2010 28%) apphed
to the profit/(loss) before tax The differences are explained below

31 January 2010 to 9 January 2009 to

28 February 2011 30 January 2010
£m £m

Profit/(loss) on ardinary activities before taxatton 831 -08
Profit/{loss) on ordinary activities at the standard rate of corporation tax in the UK 238 02
Factors affecting charge for the penod
Expenses not deductible for tax 02 -
Income not assessable to tax -239 -
Group relef claimed - 02
Group relief surrendered -01 -

Current tax charge for the penod N -

The corporation 1ax rate was reduced from 28% to 27% with effect from 1 Apnl 2011, and, as this change had been
substantially enacted at the balance sheet date, the change has been reflected in the deferred tax balances at 28 February
2011 The proposals to further reduce the corporation tax rate in future years have not been included in the tax balances as
the changes have not been substantially enacted at the balance sheet date, and the effects are considered immaterial

11



Aurora Fashions Finance Limited
Notes forming part of the financial statements (continued)

For the period 31 January 2010 to 28 February 2011

8

Intangible fixed assets

Goodwill
£m

Cost
At 31 January 2010 170
Adjustment -31
Al 28 February 2011 -20 1
Amortisation
At 31 January 2010 08
Credit for the pernod 12
At 28 February 2011 20
Net book value
At 28 February 2011 -18 1
At 30 January 2010 -16 2

The negative goodwill arose as par of the acquisttion by the Company of vanous trades and assets of the UK subsidianes
of Mosaic Fashion hf on 2 March 2009, and 1s being wntten off over 20 years

The net assets acquired included an far value adjustment of £24 6 million (revalued from £21 5 million in 2010) in respect
of an amount expected to be received from the administrators of Kaupthing Singer & Friedlander Limited relating to defaults
on foreign exchange contracts, and 1s contingent on the outcome of the administration process

12




Aurora Fashions Finance Limited
Notes forming part of the financial statements (continued)

For the period 31 January 2010 to 28 February 2011

9 Investments

Subsidiary undertakings
£m

Cost
At 31 January 2010 -
Disposals -
At 28 February 2011 -

The undertakings in which the Company's interest at the end of the penod 1s more than 20% are as follows

Country of Prncipal  Percentage of shares
Subsidary undertakings incorporation actl\nFt)y held
Directly owned
Aurora Central Services Limited UK Holding 100%
Aurora Fashions Ventures Limited UK Holding 100%
Aurora Specialty Brands Limited UK Holding 100%
Coast Holdings Limited UK Holding 100%
Oasis Fashions Holdings Lirmited UK Holding 100%
Warehouse Fashions Holdings Limited UK Holding 100%
Owned via subsidhary undertakings
Anoushka G Limited UK Retaller 100%
Aurora Fashions Asia Limited Hong Kang Service 100%
Aurora Fashions Services Limited UK Service 75%
Aurora Intimates Limuited UK Retailler 100%
Bastyan Fashions Limited UK Retailer 74%
Coast Retail Limited (formerly C Fashions Propco Limited) UK Praperty 100%
Coast Fashions Limited UK Retailer 100%
Coast Stores Ireland Limited Ireland Retailer 100%
HS 489 Limited UK Retailer 100%
Oasis Fashions Retail Limited (formerly O Fashions Propco UK Property 100%
Casis Fashions {refand Limited Ireland Retailer 100%
Oasis Fashions Limited UK Retailer 100%
Warehouse Fashions Limited (formerly W Fashions Propco UK Property 100%
Warehouse Fashions Limited UK Retailer 100%
Warehouse Fashion Ireland Limited Ireland Retailer 100%

Aurora Central Services Limited was incorporated on 18 October 2010

The ciass of shares held 1s ordinary shares for all investments

13




Aurora Fashions Finance Limited

Notes forming part of the financial statements {continued)

For the penod 31 January 2010 to 28 February 2011

9 Investments (continued)

The following subsidiary undertakings were disposed of during the penod

Directly owned

Karen Millen Holdings Limited, and iis subsidiary undertakings

Aurcra Fashions Spain S L

Karen Millen Retail Limited (formerly K Retail Propco Limited

Karen Millen Australia Pty Ltd
Karen Millen Betgium SPRL
Karen Millen Deutschland GmbH
Karen Millen Fashions Limited
Karen Millen France SARL

Karen Millen Holland BV

Karen Millen Ireland Limited
Karen Millen New Zealand Limited
Karen Millen Sweden AB

Mosaic Fashions US Limited

Owned via subsidiary undertakings
Aurora Fashions Services Limited

Country of
incorporation

UK
Spain
UK
Australa
Belgium
Germany
UK
France
Netherlands
Ireland
New Zealand
Sweden
UK

UK

Pnncipal
activity

Holding
Retailer
Property
Retailer
Retailer
Retailer
Retailer
Retailer
Retailer
Retailer
Retaller
Retaller
Retaiter

Service

(25% disposed)

The disposal proceeds of Karen Millen Holdings Limited was £81 4 milllon The carrying value of the investment was £nil,

and therefore the profit on disposal was £81 4

25% of the share capital of Aurcra Fashions Services Limited, (which was 100% directly owned at the start of the penod),
was sold to an external undertaking The remaining 75% was sold to other Group undertakings The total disposal
proceeds of Aurora Fashions Services Limited was £1, settled in cash, and the profit on disposal was £nil

10 Debtors

Amounts falling due wathin one year

Amounts owed by Group undertakings

Other debtors

28 February 2011
£m

180 8
102

1910

30 January 2010
£m

66 1
146

807

Other debtors represents £10 2 million {2010 £14 6 millwon) which 1s the directors’ best estmate of the amount recoverable
in connection with the Kaupthing Singer & Fnedlander Limited debt (see note 8)

11 Creditors amounts falling due within one year

Amounts owed to Group undertakings

Bank loans and overdrafts

14

28 February 2011
£m

a56
33

389

30 January 2010
£m



Aurora Fashions Finance Limited
Notes forming part of the financial statements (continued)

For the penod 31 January 2010 to 28 February 2011

12 Creditors amounts falling due after more than cne year

13

14

15

28 February 2011 30 January 2010

£m £m

Bank loans and overdrafis 517 06
Amounts owed to Group undertakings - 651
517 657

Alt bank loans and overdrafts are secured by a fixed and floating charge over the Company and certain other Group
undertakings, and all property and assets

Loans

The bank loans and overdrafts are due for repayment as follows

28 February 2011 30 January 2010
£m £m
Wholly repayable within 5 years 550 02
Not wholly repayable within 5 years - 04
550 06

Details of loans not wholly repayable within 5 years are as follows
28 February 2011 30 January 2010
£m £m
Interest rate of LIBOR + 3 5%, repayable 31 January 2015 - 02
Interest rate of LIBOR + 3 75%, repayable 31 January 2015 - 02
- 04

Share capital

28 February 2011 30 January 2010
£m £m

Allotted, called up and fully paid
1 Ordinary share of £1 00 - -

Reserves
Profit and loss account
£m
At 31 January 2010 -08
Profit after taxation for the financial period 831
At 28 February 2011 823

—

15



Aurora Fashions Finance Limited
Notes forming part of the financial statements (continued)

For the period 31 January 2010 to 28 February 2011

16 Reconciliation of movements in shareholders’ funds/(deficit)

17

18

19

31 January 2010 to 9 January 2008 to

28 February 2011 30 January 2010

£m £m

Profit/(loss) after taxation for the financial penod 831 -08
Net increase/{decrease) in shareholders' funds 831 -08
At the start of the penod -G8 -
At the end of the penod 823 08

Guarantees and other commitments

There 15 a debenture between the Company and certain trading subsidianes of the Group in favour of Kaupthing Bank hf in
the form of fixed and floating charges over the undertakings and all property and assets

The Company and certan trading undertakings of the Group and the Karen Millen group continue to provide cross
guarantees in respect of the obligations of Aurora Fashicns Finance Limited and Karen Millen Holdings Limited under the
restructunng of the bank loans with Kaupthing Bank hf

Related parties

The Group has a related party relationship with its directors and with its ulbmate parent company, Kaupthing Bank hf , and
its subsidiary undertakings, specifically the Karen Millen group

Kaupthing Bank hf made loans totaling £54 4 milion (2010 £0 6 milion} to the Company dunng the pernod, and there was
£55 0 milien {2010 £0 6 milhion} outstanding at the penoed end

Interest paid to Kaupthuing Bank hf by the Company durnng the period amounted to £nil (2010 £0 1 mullion)

Immediate and ultimate parent company and parent undertaking of larger group

The immediate parent company 1s Aurora Fashions Heoldings Limited, a company incorporated in England and Wales

The ultmate parent company 15 Kaupthing Bank hf | a company incorporated in Iceland The largest and smallest group in
which the results of the Company are consolidated 1s that headed by Aurcra Fashions Holdings Limited, incorporated n
England and Wales The consclidated financial statements of Aurora Fashions Holdings Limited are available from Aurora
Fashions Holdings Limited, The Tnangle, Stanton Harcourt Industnal Estate, Stanton Harcourt, Witney, Oxfordshire, OX29
S5UT, UK
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