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Habitat Retail Limited .
Directors' report for the 67 weeks ended 3 March 2012

The directors present their report and the audited financial statements of the Company for the 67 weeks ended 3 March 2012 (the

pertod) The Company's name upon incorporation on 19 November 2010 was Hackremco (no 2606) Limited  On 24 June 2011,
the Company's name was changed to Habatat Retail Limited

Registered number

The registered number of the Company 1s 7445750

Principal activities

The Company 1s a retailer of over 4,000 general merchandise products for the home, available across all stores and the website

www habitat co uk  Customers can purchase products through the chain of 3 London steres, online and over the phone, with the
option of picking them up from a store or having them delivered to their home

Review of the business and future developments

The Company was incorporated on 19 November 2010 and these accounts represent the pertod from incorporation to 3 March
2012 On 24 June 2011, the Company principally acqurred the exclusive rights to the Habitat brand along with 1ts brand designs
and intellectual property m the UK and the Republic of Ireland, the Habitat UK website, three of its London stores and a share
trading stock, for a total purchase price of £24 Sm

The Company's brand 15 recogmised for its umique heritage, with its products designed and manufactured in-house by Habitat It
sells furniture and home accessortes from three Central London showrooms, online and over the telephone

The Company 1s a part of Home Retail Greup ple  Durnng 2012, the Company 15 intending to mtroduce Habitat branded products
into other businesses operated by Home Retail Group

Results and dividends
The loss for the period was £6,849,000 The directors do not recommend the payment of a dividend
Principal risks and uncertainhes

Performance in the retail industry 1s affected by general economic conditions and sector specific factors such as range and stock
availability, number and location of stores, competitive activity and price fluctuations The board carmes out regular strategic
reviews including the assessment of competitor activity, customer buymg patterns and market trends

The principal nisks and uncertainties of Home Retail Group ple, which includes the Company, are discussed on page 30 of Home
Retail Group's 2012 annual report, which does not form part of this report  The Company 1s a part of Home Retai] Group, so most
of the nisks detailed in that report are relevant to the Company, and are managed by the directors on a basis consistent with, and as
part of, Home Retail Group's structured nsk management process

The financial nisk management policies of the Company are disclosed 1n note 4 1o the financial statements
Key performance indrcators
KPIs used to manage the business include sales, gross margin and profitabiity The Company has generated sales of £11,745,000

and gross profit of £5,008,000 in the year Operating expenses, which include exceptional items of £2,315,000 have resulted in a
loss before tax of £6,887,000




Habitat Retail Limited .
Directors' report for the 67 weeks ended 3 March 2012 (continued)

Directors

The directors that held office durimg the penod were as follows

C V Askem (Appomnted 28/10/11)
G F Ball (Appointed 27/06/11)
DN Brown (Appoimted 23/06/11)
R G Lockwood (Appointed 23/06/11)
PB Loft (Appointed 27/06/11)

There were no other appomtments or resignations after the pertod end
Going concern

After making enquuries, the directors have formed a judgement at the tume of approving the financial statements that there 15 a
reasonable expectation that the Company has access to adequate resources to continue m operattonal existence for the foreseeable
future For this reason, they have adopted the gomng concern basis in preparing the financial statements

Charitable and Political Donations

During the pentod the Company donated £n1l to charitable and political orgamisations
Creditor Payment Policy

For all trade creditors, it 1s the Company's policy to

- Agree and confirm the terms of payment at the commencement of business with that supplier,

- Pay suppliers 1n accordance with applicable terms, and

- Continually review the payment procedures and hiaise with suppliers as a means of ehmunating difficulties and maintaming a
good working relationship

Employees

Consultation with empleyees or their representatives has continued at all levels, with the aim of ensuning that views are taken into
account when decisions are made that are likely to affect their mterests [n addition, meetings are held to ensure that all employees
are aware of the financial and economic performance of their business units and of the Company as a whole Cemmunication
with all employees continues through newsletters, briefing groups and the distribution of the Home Retail Group ple 2012 resulis

Disabled Persons

Applications for employment by disabled persons are always fully considered, beaning n mund the respective aptitudes and
abilrties of the apphicant concemned In the event of members of staff becomning disabled every effort 1s made to ensure that thetr
employment with the Company continues and the appropnate trmimung 1s arranged It 1s the policy of the Company that the
training, career development and promotton of a disabled person should, as far as possible, be 1dentical to that of a person who
does not suffer from a disability




Habitat Retail Limited
Directors' report for the 67 wecks ended 3 March 2012 (continued)

Statement of Directors’ Responsihihiies

The directors are responsible for prepaning the directors' report and the financial statements 1n accordance with applicable laws and
regulations

Company law requires the directors to prepare financial statements for each financial penod Under that law the directors have
prepared the financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted by the European
Union Under company law the directors must not approve the financial staterents unless they are satisfied 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 period

In prepanng those financial statements, the directors are required to

- select suitable accounting policies and then apply them consistently,

- make judgements and accounting estimates that are reasonable and prudent,

- state whether applicable [FRSs as adopted by the European Union have been followed, subject to any matenal departures disclosed

and explained in the financial statements, and
- prepare the financial statements on the going concemn basis unless 1t 1s inappropnate to presume that the Company will continue 1n

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 ttme 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 iregulanties

Darectors lability insurance and third party indemmification provisions

During the period the Company mamntained lability msurance and third party indemmification provisions for its directors under
which the Company has agreed to imdemmify the directors to the extent penmitted by law in respect of all habilines to third parues
ansing out of, or in connection with, the execution of thewr powers, duties and responsibilities as directors of the Company and any of
1s assocrated companics  These indemmities are Qualifying Third Party Indemnity Provisions as defined i Section 234 of the
Compamies Act 2006 and copies are available for inspection at the registered office of the Company dunng business hours on any
weckday except pubhc holidays

Disclosure of information to auditors

Each persen who 1s a director at the date of approval of this report confirms that

a) so far as the directors are aware, there 1s no relevant audit information of which the Company's auditors are unaware, and

b) the directors have taken all steps that they ought 1o have taken as directors n order to make themselves aware of any relevant audit
mformation and to establish that the Company's auditors are aware of that information

This confirmation 1s given and should be interpreted 1n accordance with the provisions of Section 418(2) of the Compames Act 2006

By order of the board

P A Parker
Company Secretary

3 "-\\3\'«5’& 2.0




Habitat Retail Limited
Independent auditors' report to the members of Habitat Retail Lumited

We have audited the financial statements of Habitat Retail Limited for the 67 weeks ended 3 March 2012 which comprise the
Income statement, the statement of comprehensive mcome, the balance sheet, the statement of changes in equity, the statement of
cash flows and the related notes The financial reporting framework that has been applied in their preparation 1s applicable law
and International Financial Reporting Standards (IFRSs) as adopted by the European Union

Respechive responsibilities of directors and auditors

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

This report, mncluding the opiniens, has been prepared for and only for the company’s members as a body accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not, tn giving these opinions, accept or assume
responsibility for any other purpose or to any other person to whom this report 1s shown or nto whose hands it may come save
where expressly agreed by our prior consent 1n wrniting

Scope of the audit of the ftnancial statements

An audit involves obtaimng evidence about the amounts and disclosures in the financial statements suffictent 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 significant accounting estimates made by the directors, and the overall
presentation of the financial statements

Opimon on financial statements

It our opmion the financial statements

» give a true and fair view of the state of the Company’s affairs as at 3 March 2012 and of 1ts loss and cash flows for the 67 weeks
then ended,

+ have been properly prepared 1n accordance with [FRSs as adopted by the European Umion, and

* have been prepared in accordance with the requirements of the Compames Act 2006

Opinton on other matter prescribed by the Compames Act 2006
In our opmion the informatien given in the Directors’ Report for the financial period for which the financial statements are
prepared 1s consistent with the financizl 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 1f; 1n our
opinion

« adeguate accounting records have not been kept, or returns adequate for our audit have not been received from branches not
visited by us, or

= the financial statements are not in agreement with the accounting records and retums, or

= 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

t\\bLC\w:aes

Neil Grimes (Senior Statutory Auditor)

for and on behalf of PrnicewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

Date |72 Qg%ug- 2N




Habitat Retaill Limited
Income statement
For the 67 weeks ended 3 March 2012

Revenue
Cost of sales

Gross profit
Net operating expenses - before exceptional items
Net operating expenses - exceptional ftems

Loss before tax

Taxation

Loss for the year attributable to equity holders of the

Company

Statement of comprehensive income
For the 67 weeks ended 3 March 2012

Loss for the year attnbutable to equity holders of the Company

Other comprehensive income for the year, net of tax

Notes

Total comprehensive income for the year attributable to equity holders of the Company

67 weeks
ended

3 March
2012
£'000

11,745
(6,737)

5,008
(9,580)
(2,315)
{ 6,887)
38

( 6,349)

67 weeks
ended

3 March
2012
£'000

( 6,849)

(6,849)




Habitat Retail Limited
Balance sheet
As at 3 March 2012

ASSETS

Non-current assets
Goodwill

Other intangible assets
Property, plant & equipment
Deferred tax assets

Total non-current assets

Current assets

Inventeries

Trade and other receivables
Cash and cash equivalents
Total current assets

Total assets

LIABILITIES

Non-current iabilities
Provisions

Deferred tax habilities

Total non-current habilities

Current habihities
Trade and other payables
Total current hatnhties

Total habihities
Net assets
EQUITY

Share capatal

Retained earmings
Total equty

Notes

11
12
13

15
16

17

2012
£000

2,344
18,290
1,649
62
22,845

5,051
4,294
1,553

10,898

33,743

(500)
(29)
(524)

(15,568)
{ 15,568)

(16,092)

17,651

24,500
(6,849)
17,651

The financial statements on pages 5 tg 22 were approved by the Board of Directors and were signed on their behalf by

R G Lockwood
Dhrector

13 ﬂvju.:.t 2oL




Habitat Retail Limted R
Statement of changes in equity
For the 67 weeks ended 3 March 2012

Attributable to equity holders of the Company

Share capital Retamned earnings Total

£000 £'000 £'000

Balance at 19 November 2010 - - -

Loss for the financial year - { 6,849) (6,849)

Other comprehensive income - - .

Total comprehensive income for the year - (6,849) (6,849)
Transactions with owners

Issue of erdinary share capital 24,500 - 24,500

Total transactions with owners 24,500 - 24,500

Balance at 3 March 2012 24,500 {6,849) 17,651




Habitat Retail Limited
Statement of cash flows
For the 67 weeks ended 3 March 2012

Cash flows from operating activities
Cash generated from operations

Net cash flow from operating activities
Cash flows from inveshing achivities

Issue of shares
Acquisition of business

Net cash flow from investing activities
Net increase 10 cash and cash equivalents

Movement In cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Net mncrease n cash and cash equivalents

Cash and cash equivalents at the end of the penod

Notes

21

22
22

67 weeks
ended

3 March
2012
£000

1,553
1,553

24,500
(24,500)

1,553

1,553
1,553




Habitat Retail Limited .
Notes to the financial statements
For the 67 weeks ended 3 March 2012

1 General information

Habitat Retail Limited (the Company) 15 a private hmited company incorporated and doriciled in the United Kingdom under the
Companies Act 2006 The Company's registered address 15 Avebury, 489-499 Avebury Boulevard, Milton Keynes, MKS 2NW

The financial peniod represents the 67 weeks to 3 March 2012
Statement of comphance

The financial statements of the Company have been prepared in accordance with International Financial Reporting Standards
(“IFRSs™) and International Financial Reporting Interpretations Commuttee Interpretations (“IFRICs™) as adopted by the European
Union They also comply with those parts of the Companses Act 2006 applicable to companies reporting under IFRSs

2 Basis of preparathon

The financtal statements are presented 1n sterhing, rounded to the nearest thousand They are prepared, under the historic cost
convention The principal accounting policies applied in the preparation of these financial statements are set out i note 3 Unless
otherwise stated, these policies have been consistently apphied throughout the period

The Company 1s a wholly owned subsidiary of Argos Holdings Limited, and 1s included in the consolidated financial statements of
Home Retaill Group plc which are publicly available Consequently, the Company has taken advantage of the exemption from
preparing consolidated financial statements under the terms of section 400 of the Companies Act 2006

The Company's operations at the balance sheet date consist of one class of business, which 15 retailing within the United Kingdom

Changes 1n accounting standards
At the balance sheet date a number of new standards were 1n 1ssue but not yet effective

- IFRS 9 - ‘Financial Instruments’ addresses the classification, measurement and recognition of financial assets and financial
Liabiiities,

- IFRS 13 — ‘Fair Value Measurement” provides a precise definition of fair value and a single source of fair value measurement
and disclosure requirements for use across [FRSs

The Company has not early-adopted any of these new standards The Company will assess their full impact in due course  There
are no other new standards, amendments to existing standards or interpretations that are not yet effecuve that would be expected to
have a material tmpact on the Company

Critical accounting eshimates and assumptions

The preparation of financial statements requires management to make estinates and assumptions that affect the reporied amount
of revenues, expenses, assets and habilities and the disclosure of contmgent habilittes The resulting accounting estimates, which
are based on management’s best judgement at the date of the financial statements, will, by defimition, seldom equal the related
actual results The estimates and underlying assumptiens are reviewed on an ongoing basis, with revisions recogmised in the period
1n which the estimates are revised and future pertods where appropniate The estimates and assumptions that have a sigmficant nsk
of causing a matenal adjustment to the camying amounts of assets and habilities within the next financial year are discussed
below

Goodwill

Goodwill 1s allocated to one cash-generating umit (CGU), that being the business as a whole The Company 18 required 10 assess
whether goodwill has suffered any impairment loss on an annual basis, based on the recoverable amount, being the higher of the
CGU’s fair value less costs to sell and its value-in-use The value-in-use calculations require the use of estimates 1n relation to
future cash flows and suitable discount rates Actual outcomes could vary from these estimates




Habitat Retail Limited
Notes to the financial statements (continued)
For the 67 weeks ended 3 March 2012

2 Basis of preparation (continued)

Imparrment of assets

Assets are subject to impairment reviews whenever changes 1n events or circumstances ndicate that an impainment may have
occurred Assets are written down to the higher of fair value less costs to sell and value-in-use Value-mn.use 1s calculated by
discounting the expected cash flows from the asset at an appropriate discount rate for the nisks associated with that asset This
includes estimates of both the expected cash flows and an appropniate discount rate which use management’s assumpuons and
estmates of the future performance of the asset Differences between expectations and the actual cash flows will result in
differences in the level of impairment required  Store assets are assessed for impatrment at the individual store level

A previously recogrused impairment loss 15 reversed 1f there has been a signtficant change 1n the underlying assumptions used to
determine the recoverable amount, however not to an amount higher than the carrying amount that would have been determined,
net of amortisation or depreciation, 1f no impatrment loss had been recognised 1n prior years

Inventory provisions

Inventory 1s carried at the lower of cost and net realisable value which requires the estimation of the eventual sales price of goods
to customers n the future Net realisable value takes mto account slow moving, obsolete and defective inventory Any difference
between the expected and the actual sales price achieved will be accounted for n the period in which the sale 15 made

Prowvisions

Provisions have been estimated for legal claims These provisions represent the best estimate of the liability at the balance sheet
date, the actual hability being dependent on future events such as the outcome of a claim  Expectations will be revised each period
unti] the actual hability arises, with any difference accounted for in the peniod n which the revision 1s made

3 Summary of principal accounting pohicies

Revenue recogmition

Revenue comprises the fair value of the consideration recewved or recetvable for the sale of goods and services to external
customers, net of value added tax, rebates, discounts and returns Revenue 18 recogrused when the sigmificant nisks and rewards of
ownership of the goods have passed to the buyer and the amount of revenue can be measured reliably Revenue on goods to be
delivered 1s recogmsed when the customer receives delivery of the goods The Company operates a vaniety of sales promotion
schemes that give nise to goods being sold at a discount to the standard retarl pnice  Revenue 15 shown net of value added tax,
retums and discounts Commussions receivable on the sale of services for which the Company acts as agents are inciuded within
revenue A provision for estimated returns 1s made representing the profit on goods sold during the period which will be retumed
and refunded after the peniod end

Goodwill

Goodwill 1s the excess of the fair value of the consideration payable for an acquisition of a business over the fair value of the
identifiable met assets acquired at the date of acqusition Fair values are attributed to the identifiable assets, liabilities and
contingent liabilities that existed at the date of acquisition, reflecting their condition at that date Goodwill 15 stated at cost less any
provision for impairment Goodwall 15 not amortised and 15 tested at least annually for impaimrment An smpairment charge 1s
recogmised where the carrying value of goodwill exceeds 1ts recoverable amount, bemng the tugher of 1ts fair value less costs to sell
and 1ts value-in-use Value-in-use calculations are performed using cash flow projections discounted at a rate taking account of the
specific nsks inherent within the Company

Other intangible assets

The cost of other intangible assets with finite useful economic lives 1s amortised over that period The camrying values of
tangible assets are reviewed for impammment when events or changes 1n circumstances indicate that the carrying values may not
be recoverable If impaired, they are written down to the higher of fair value less costs to sell and value-in-use

Cenrtain costs mcurred 1n the developmental phase of an internal project are capitalised as intangible assets provided that a number
of cnteria are satisfied These include the technical feasibility of completing the asset so that 1t 1s available for use or sale, the
availability of adequate resources to complete the development and how the asset will generate probable future economic benefit

Brands

Acquired brands have a finite useful hfe and are imtially recognised at their fair value at the date of acquisition and subsequently
held at cost less accumulated amortisation  Amortisation 15 calculated to spread the cost of the brands over their estimated useful
lives of 10 years on a straight line basis This amortisation method reflects the pattern 1n which the asset’s future economic
benefits are expected to be consumed

10




Habitat Retail Limited
Notes to the financial statements (continued)
For the 67 weeks ended 3 March 2012

3 Summary of prinaipal accounting policies (continued)

Computer software

Acquired computer software licences are caputalised on the basis of the costs (ncurred to acquire and bring to use the specific
software Computer sofiware licences are held at cost and are amortised on a strarght-time basis over three to five years Costs that
are directly associated with the production of 1dentifiable and umque software products controlled by the Company, and that will
generate economic benefits beyond one yeas, are recognised as intangible assets Computer software development costs recognised
as mssets are amortused on a straight-ine basts over three to five years Costs assocrated with mawmntaining computer software
programs are recogmsed as an expense as incurred

The residual vatues and useful lives of assets are reviewed, and adjusted 1f appropriate, at each balance sheet date

Property, plant and equipment

Property, plant and equipment are held at cost being the purchase price and other costs directly attnbutable to bringing the asset
into use less accumulated depreciation and any impairment in value An impawrment charge 15 recogmised where the carrying
value of the asset exceeds 1ts recoverable amount, being the higher of the asset’s fair value less costs to sell and 1ts value-in-use
Value-in-use calculations are performed using cash flow projections discounted at a rate taking account of the specific risks
inherent within the Company’s business

Depreciation 1s charged on a straight-line basis as follows

- freehold properties are depreciated over 50 years,

- leasehold premises are depreciated over the peniod of the lease,

- plant, vehicles and equipment are deprectated over 2 - 10 years according to the estimated life of the asset,
- land ts not depreciated, and

- assets under the course of construction are not deprectated

The residual values and useful lives of assets are reviewed, and adjusted 1if appropnate, at each balance sheet date
Recervables

Trade receivables are recognised mitiaily at fair value and subsequently measured at amortised cost, less proviston for impairment
A provision for impairment of trade receivables 1s established when there 15 objecuve evidence that the Company will not be able
to collect all amounts due according to the onginal terms of receivables The amount of the provision 15 recognised in the balance
sheet, with the cost of unrecoverable trade receivables recogmsed in the income statement immediately

Inventortes

Inventories are stated at the lower of cost and net reahsable value The cost bases in use within the Company are general retail
goods valued on a standard cost or weighted average basis which approximates to actual cost Net realisable value 15 the estimated
selling price 1n the ordinary course of business, less applicable vanable selling expenses Costs of inventory include the transfer
from equity of any gains or losses on qualifying cash flow hedges relating to their purchase

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly hquid mvestments with
origmal maturnities of three months or less and bank overdrafis

Trade payables

Trade payables are obligations to pay for goods or services that have been acquired i the ordinary course of busmess from
supphers They are classified as current liabilittes 1f payment 15 due within one year They are recogmised mitially at fair value
and subsequently remeasured at amortised cost

Current and non-current tax

Current tax and non-current tax are based on taxable profit for the year Taxable profit differs from profit before tax as reported
the income statement because 1t excludes items of ncome or expense that are taxable or deductible tn other years and 1t further
excludes items that are never taxable or deductible

11




Habitat Retarl Limited
Notes to the financial statements (continued)
For the 67 weeks ended 3 March 2012

3 Summary of principal accounting policies (continued)

Deferred taxation

Deferred tax 15 provided n full on temporary differences arising between the tax bases of assets and Labilities and their carrying
amounts However, 1f the deferred taxation arises from mitial recognition of an asset or habihity 1n a transaction other than a
business combination that at the time of the transaction affects neither accounting nor taxable profit or loss, 1t 1s not accounted for
Deferred tax assets and habilities are calculated ai the tax rates that are expected to apply to the period when the asset 15 realised or
the liability 15 settfed, based on the tax rates and laws that have been enacted or substantively enacted by the balance sheet date
Deferred tax assets are recognused to the extent that temporary differences can be utilised erther through future profits generated by
the Company or through being made available via group relief

Deferred tax assets and hiabilitics are offset when there 15 2 legally enforceable right to offset current tax assets against current tax
liabthuies and when the deferred tax assets and habiiities relate to taxes levied by the same taxation authornity on either the taxable
entity or different taxable entities where there 15 an intentton to settle the balances on a net basis

Provisions
Provistons are recognised when

- the Company has a present legal or constructive obligation as a result of past events,
- 1t 15 more likely than not that an outflow of resources will be required to settle the obligation, and
- the amount has been reliably estimated

Provisions are not recognised for future operating losses Where there are a number of simular obligations, the likelthcod that an
outflow wilt be required in settlement 15 determined by considenng the class of obligations as a whole A provision 1s recogmised
even 1f the likelthood of an outflow with respect to any one item included m the same class of obligations may be small If the
effect of the ime value of money 1s material, provisions are determined by discounung the expected future cash flows at a pre-tax
rate that reflects current market assessments of the time value of money and, where appropnate, the nisks specific to the hahlity
Where discounting 15 used, the increase in the provision due to the passage of time 1s recogmsed as an interest expense Where the
Company expects a provision to be reimbursed, the reimbursement 1s recogmised as a separate asset when the reimbursement 15
certam

Operating leases

Leases in which a sigmificant portion of the nsks and rewards of ownership are retained by the lessor are classified as operating
leases Payments made under operating leases are charged to the income statement on a straight-line basis over the period of the
lease Incentives from lessors are recognised as a systematic reduction of the charge over the hfe of the lease

Financaial instruments

The Company classifies 11s financial instruments m the following categories financial assets and financial liabihitzes at fair value
through profit or loss and loans and receivables The classification depends on the purpose for which the financial instruments
were acquired Management determunes the classification of its financial instruments at imtial recognition

Loans and recervables

Loans and recervables are non-denvative financial assets with fixed or determinable payments that are not quoted in an active
market They anse when the Company provides money, goods or services directly to a debtor with no intention of trading the
receivable Loans and receivables are recogmised mitially at fair value and subsequently measured at amortised cost, less
provision for impairment They are included 1n current assets, except for those with maturities greater than 12 months after the
balance sheet date, which are classified as non-current assets Loans and receivables compnse trade and other recervables, cash
and cash equivalents and current asset investments 1n the balance sheet




Habitat Retail Limated
Notes to the financial statements (continued)
For the 67 weeks ended 3 March 2012

4. Financial nsk management
Financial risk factors

Home Retail Group (the Group) operates a centralised treasury function which 1s responsible for managing the market sk
(foreign exchange and interest rate nisk), credit nisk and hqundity nisks associated with the Group's activies These activities
include those of the Company The Group operates a structured nisk management process which identifies, evaluates and
prionitises risks and uncertainties

The Group's treasury function seeks to reduce exposures to foreign exchange, interest rate and other financial nsks, and to ensure
sufficient hiquidity 1s available to meet foresecable needs and to invest cash assets safely and profitably Policies and procedures
are subject to review and approval by the Group's Board of Directors as well as subject to mternal audit review

Market risk - foreign exchange risk
The Company 1s not subject to foreign exchange nisk factors

Market risk - interest rate risk

The Company's income and operating cash flows are considered to be substanially independent of changes in market interest
rates

The Company's cash and borrowng requirements are managed centrally by the Group's treasury function in order to manage the
net interest income/expense for the Group as a whole  As a result, the Group's interest rate nisk arises from the vanance in market
rate when deposits are made The principal objective of the Group's interest rate nsk management 15 to manage the trade-off
between obtarning the most beneficial effective rates of interest whilst mimimmsing the mmpact of interest rate volatility on profits
before tax

The Company had no external borrowings from banks or other financial nstitutions at any point during the period

Credu risk

The Company has no sigmficant concentrations of credit risk Sales to retail customers are made n cash, via major debit and
credit cards or via other Group or third party operated financial products

The Company's exposure to credit nisk with regard to treasury transactions 15 managed by dealing only with major banks and
financial institutions  Dealing activaty 15 closely controlled and counterparty positions are memitored on a regular basis  Foreign
exchange counterparty limits are set for each organisation on a scale based on credit rating and matunty period

Group policy 15 that cash 1s only deposited with mayor banks and {inancial instrtutions that sausfy the Group’s credut requirements
These credit requirements are assessed by reference to published credit ratings and the extent of UK Government mvestment, and
are applied 1n combanation to determune both the maximum amount and the maximum duration of cash deposits A munimum
credit rating of at least AA- (Standard & Poor’s) or Aa3 (Moody’s) 1s required, unless the UK Government has a significant
vestment, in which case a mimimum credtt rating of at least A+ (Standard & Poor’s) or Al (Moody’s) 1s required

Each deposit made by the Group during the period was comphant with the policy that was effective at the date the deposit was
made Where a term deposit has been made and the counterparty ratings have subsequently reduced, each relevant position has
been reviewed and any decision to maintain a position until the normal matunty date has been approved by the Board

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to external credit ratings
as follows

Cask and term deposits

As at 3 March 2012 cash and short-termt cash deposits of £1,553,000 were invested 1n banks with a credit raung of AAA
(Standard & Poor's)
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4 Financal risk management (continued)

Liguidity risk
Cash flow forecasts are produced regularly by the business to assist managetment in identifying future Liguidity requirements

The Group manages its cash and commutted borrowing facilities to maintain hquidity and funding flexibility Liqurdity 1s
achieved through arranging funding ahead of requirements and maintaining sufficient undrawn commutted facilities to meet short-
term needs At 3 March 2012, the Group had an undrawn commutied borrowing facility available of £700m, £685m of which does
not expire until July 2013 Thus facility includes a covenant for the consolidated Group related to adjusted benchmark earmings
befare interest, tax, depreciation, amortisation and rent It 15 1 place to enable the Group to finance s working capital
requirements and for general corporate purposes, should the need anse The Group has not drawn down on the facility and has
been in comphance with the requirements of the covenant throughout the pertod

The tables below analyse the Company's financial rabilities into relevant maturity groupings based on the remaming petiod at the
balance sheet to the contractual matunty date The amounits disclosed 1n the table are the contractual undiscounted cash flows

At 3 March 2012

Less than 3 3-6 6-12 More than 12
months months maonths months Total
£'000 £'000 £000 £'000 £'000
Trade payables (948) - - - (948)
Amounts owed to group undertakings -
- repayable on demand (12,663) - - - (12,663)
Other payables (75) - - - {75)
(13,686) - - - (13,686)

Capital risk management
The Company 1s not subject to any externally unposed capital requirements

The Group's objectives when managmg capual are 1o safeguard the Group's ability to continue as a gomg concern i order to
provide returns for shareholders and benefits for ather stakeholders and to mamntain an optimal and effictent capital structure In
order to maintain or adjust the captial structure, the Group may adjust the amount of dividends paid to shareholders, return capital
to shareholders or 1ssue new shares The Group finances its operations through a combination of retaned profits, operating
property leases and borrowing facilities where necessary

5 Net operating expenses

67 weeks
ended
3 March
2012
£000

Profit before tax 1s stated after (charging)/crediting
Operating lease rental expense (1,509)
Cost of inventories recogmsed as an expense 1n cost of sales (6,487)
Write down of inventones ( 250)
Depreciation of property, plant and equipment (72)
Amortisation of intangible assets (1,294)

Auditors' remuneration

Company audit (11

Exceptional items

During the period the Company incurred exceptional costs of £2,315,000 in respect of its acquisition of the Habutat brand, along
with tts brand designs, intellectual property in the UK and the Republic of [reland, the Habitat UK website, three of 1ts London
stores and a share of trading stock

14
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6 Employee benefit costs and employee numbers
67 weeks
ended
3 March
2012
£'000

Employee costs

Wages and salares (2,297)
Social security costs (211
Post-employment benefits (45)
(2.553)

The average number of persons employed by the Company during the peniod including directors and those employed on a part-
time basis, was made up as follows
67 weeks
ended
3 March
2012
£000
Average number of employees
Stores 149
Admunistration and other 67
216

67 weeks
ended
3 March
2012
£'000
Directors' emoluments

Aggregate emoluments (79)

Retirement benefits are accruing to 5 directors under a defined benefit scheme Duning the period no director exercised share
options, and 2 directors received shares or became entrtled to recerve shares under long-term incentive schemes

The emoluments of the Company's directors are paid by other companies within Home Retall Group The amount disclosed
represents the element of those emoluments that has been apportioned and recharged for the services to the Company

67 weeks ended 3 March 2012
Costs bourne Costs bourne
by Company by related

party
£000s £000s
Key management compensation
Short-term employee benefits (79) -
Post-employment benefits (12) -
Share-based payments - (25)
(91) {25)

The key management personnel of the Company comprise members of the Company's Board of Directors
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7 Taxation

Analysis of charge in the period
Current tax

UK corporation tax

Adjustment in respect of previous years
Total current tax credit

Deferred tax
Ornigination and reversal of temporary differences

Total deferred tax credit (note 17)

‘Total tax credit 1n 1ncome statement

Factors affecting the tax charge

67 weeks
ended

3 March
2012
£'000

38
38

38

The effective tax rate for the period of (0 6%) 1s lower than the standard rate of corporation tax mn the UK of 26 0% The

differences are explamned below

Loss before tax

Loss before tax multiplied by the standard rate of corporation tax n the UK

Effects of
Group relief surrendered for nil consideration
Total tax credit in income statement

67 weeks
ended

3 March
2012
£000

{6,887)
1,802

{1,764)
38
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8 Goodwll

Goodwill

£000

Cost
At 19 November 2010 -
Additions {note 22) 2,844
At 3 March 2012 2,844
Impairment
At 19 November 2010 and 3 March 2012 -
Net book value
At 3 March 2012 2,844

Geodwill 1s allocated to one cash-generating unit, that being at the business as a whole Recoverable amounts are determined as
being the higher of rts fair value less costs to sell and s value-in-use These calculations use cash flow projections based on
financial plans approved by management looking forward five years Cash flows are extrapolated using a long-term growth rate
beyond the five-year plan period There are a significant number of inter-connected assumptions that underpin the value-in-use
calculations which are

» a long-term growth rate of 2 0%, which has been used to extrapolate cash flows beyond the five-year plan period, and

+ a post-tax discount rate of 8 5%, which cquates to a pre-tax rate of approximately 11 4%, has been estimated taking account of
the specific nsks inherent within the business and has been applied to the cash flow projections

As a result of the value-in-use calculations as at 3 March 2012 no impawrment charge 1s required against the carrying value of
goedwill Management believes that no reasonably possible change i any of the key assumptions detaited above would cause the
carrying value of the business segment to exceed its recoverable amount

9. Other intangible assets

Computer
software Brands Total
£000 £'000 £'000
Cost
At 19 November 2010 - - -
Acquired through business combination 526 18,047 18,573
Additions 1,011 - 1,011
Disposals -
At 3 March 2012 1,537 18,047 19,584
Accumulated amortisation
At 19 November 2010 - - -
Charge for the pentod (90) {1,204) (1,294)
Disposals -
At 3 March 2012 (90) {1,204) (1,294)
Net book value at 3 March 2012 1,447 16,843 18,290
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10 Property, plant and equipment

Cost

At 19 November 2010

Acquired through business combination
Additions

At 3 March 2012

Accumulated depreciation
At 19 November 2010

Charge for the pertod
At 3 March 2012

Net book value at 3 March 2012

11 Inventories

Goods for resale

12 Trade and other receivables

Trade recervables
Less provision for impairment of receivables

Amounts owed by group undertakings
Other receivables
Prepayments and accrued mcome

Plant &

Short leasehold Equipment Total
£000 £'000 £'000
1.175 245 1,420
- 301 301
1,175 546 1,721
(51) (21 (72
(51) (21) (72)
1,124 525 1,649
2012
£'000

5,051
Current Non-current
2012 2012
£'000 £'000
598 -
598 -
80 -
1,447 -
1,448 -
4,294 -

The carrying values of current trade and other receivables are a reasonable approximation of theiwr fair values due to their short-
term nature There 1s no concentration of credit risk with respect to trade receivables, as the Company has a broad customer base
The maxtmum exposure to credit nsk at the reporting date 1s the farr value of each class of recervable mentioned above The

Company does not hold any collateral as secunty

As at 3 March 2012, trade recervables of £ml were past due but not impaired

No balances owed by group undertakings are past due The non-trading balances owed by group undertakings are unsecured,
repayable on demand and with the majority of loans having interest hnked to LIBOR

The other classes within trade and other recervables do not contain impaired assets

13
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13 Cash and cash equivalents
2012

£'000

Cash and cash equivalents 1,553
1,553

14 Trade anrd other payables
Current Non-current

2012 2012

£000 £'000

Trade payables (948) -
Amounts owed to group undertakings (6,037) -
Amounts owed to immediate parent undertaking (6,626) -
Accruals and deferred income (1,882) -
Other payables (75) -
(15,568) -

Trade and other payables are non-interest bearing and the fair values are not considered to differ materially from the recognised
book values Long-term payables have been discounted where the time value of money 1s matenal

Other amounts owed to group undertakings at the year end are unsecured, repayable on demand and non-interest bearing

15. Provisions

Other
provisions Total
£000 £000
At 19 November 2010 - -
Acquired through busmess combination (500} (500)
At3 March 2012 (500) (500)
2012
Analysed as £'000
Current -
Non-current (500)
(500)

A proviston has been made for the removal of asbestos from one of the Company's stores
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16 Deferred tax

The movements on the net deferred tax account are as follows

Opening deferred tax asset
Income statement credit
Closing deferred tax asset

The deferred tax amounts recognised are as follows

Deferred tax assets

- Deferred tax asset to be recovered after more than one year
Deferred tax habihties

- Deferred tax habihity to be settled after more than one year
Net deferred tax asset

2012
£000

38
38

2012
£'000
62

24)
33

Closing deferred tax has been calculated at the enacted rate of 25 0%, which differs from the recently announced rate of 24 0%
The proposed reduction 1n the main rate of corporation tax by 1% per year to 22% 15 expected to be enacted separately each year,
the impact of the future rate reductions on the net deferred tax asset are not matenial for each future year at the balance sheet date
The Company will assess the impact of the reduction in rate m line with 1ts accounting policy in respect of deferred tax at each

balance sheet date

The movement 1n deferred tax assets and habilities durimg the year ts as follows

Deferred tax assets

At 26 February 2011
Income statement credit
At 3 March 2012

Deferred tax habihities
At 26 February 2011
Income statement charge
At 3 March 2012

Accelerated
Asset tax
provisions depreciation Total
£000 £'000 £000
62 - 62
62 - 62
Accelerated
Asset tax
provisions depreciaton Total
£'000 £'000 £000
- 24) 24
- (24) {24)

Deferred tax assets are recognised for tax loss carry-forwards and other temporary differences to the extent that temporary
differences can be utihised either through future profits generated by the Company or through being made available via group

relief

17 Share capital

Authonsed
24,500,000 ordinary shares at £1 each

Allotted, called-up and fully pad
24,500,000 ordinary shares at £1 each

20

2012
£'000

24,500

24,500
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18 Pension Costs

Employses of Habitat Retall Limuted are members of The Home Retail Group Pension Scheme, a defined benefit pension scheme
operated by Argos Limited, the assets of which are held separately from those of the Company mn independently admimstered
funds The Home Retail Group Pension Scheme 15 closed to all new employees The cost of contnbutions payable in the period
has been recogmised in the income statement An actuarial valuation of the Home Retal Group Pension Scheme was undertaken
on 31 March 2009, further details of which can be found 1n the financial statements of Argos Limited

The Company also contributes to the Home Retail Group Money Purchase Plan, a defined contribution penston scheme operated
by Home Retail Group ple

The cost of the contnbutions for all schemes for the year 1s £45,000

1% Operating leases

Future aggregate mimmum lease payments under non-cancellable operating leases are as follows

2012
£000
Less than one year 2,360
Between one and five years 7,933
More than five years 5,326
Total operating leases 15,619
The Company leases three retail stores under non-cancellable operating lease agreements
20 Commitments
The Company had no capital commitments at the year-end
21 Notes to the statement of cash flows
67 weeks
ended
3 March
2012
£'000
Cash generated from operations
Profit before tax {6,887)
Adjustment for
Taxation -
Operating profit (6.887)
Loss on sale of property, plant and equipment
Depreciation and amortisation 1,366
Increase 1n mventories (5,051)
Increase 1n receivables (4,294)
Increase in payables 15,919
Increase in provisions 500
Cash generated from operations 1,553

21
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22 Business combination

The Company forms a part of Home Retail Group (the Group) On 24 June 2011, the Group announced 1t had agreed to purchase
the exclusive nights to the Habstat brand, its brand designs and ntellectual property n the UK and the Republic of Ireland, along
with the Habitat UK website, three of its London stores and a share of trading stock, for a total purchase price of £24 5m  The
Group considers the acquisitzon to be a sigmificant additton to the existing portfolio of own brands and expects to leverage the
Group'’s multi-channe! strength to develop the onlmne proposition Goodwill of £2,844,000 has been recogmised on this
transaction, which represents the synergies, assembled workforce and future growth potential of the business acquired

67 weeks
ended
3 March
2012
£'000
Recognised amounts of idennfiable assets acquired and habilities assumed
(Orther intangible assets - brands 18,047
Other intangtble assets - computer software 526
Property, plant and equipment 1,420
Working capital 2,163
Provisions (500)
Total identifiable net assets 21,656
Goodwill 2,844
Total cash consideration pad 24,500
23 Related party transachons
2012
£'000
Transactions with immediate parent company
Settlement of liabihities by immediate parent company on behatf of the entity 6,626
Amaounts owed to immediate parent company (6,626)
Transactions with other group related parties
Receipt of recharged costs (285)
Sale of goods 209
Commussion payable (42)
Recerpt of debts by other related party on behalf of the entity (8,589)
Settlement of liabilities by other related parttes on behalf of the entity 13,993
Amounts owed by other related parties - gross 801
Less proviston for impairment of receivables -
Amounts owed by other related parties - net 801
Amounts owed to other related parties (6,037)

24 Ultmate parent undertakings

The Company's immediate parent undertaking 15 Home Retail Group (UK) Limited, a company registered tn Engiand and Wales,
by vrtue of its 100% shareholding in the Company

The Company's ultimate and controlling party 1s Home Retail Group ple, a company registered 1n England and Wales  The largest
and smallest group of undertakings for which group financial statements have been prepared was that of Home Retail Group plc
Copies of these financial statements are available from 1ts registered office at Avebury, 489-499 Avebury Boulevard, Milton
Keynes, MK9 2NW
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