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Habitat Retail Limated
Directors’ report for the 52 weeks ended 2 March 2013

The directors present thear report and the audited financial statements of the Company for the 52 weeks ended 2 March 2013

Registered number
The registered number of the Company 15 7445750
Principal activities

The Company 1s a retaler of over 4,000 general merchandise products for the home, available across is stores and the website
www habitat co uk  Customers can purchase products through the chain of 3 London stores, onltne and over the phone, with the
option of picking them up from a store or having them delivered to therr home The Company also eamns royalties on Habutat
branded products sold by other businesses operated by Home Retail Group

Review of the business and future developments

The Company's brand 1s recogmised for its umque herrtage, with its products designed and manufactured in-house by Habitat 1t
sells furmiture and home accessories from three Central London showrooms, online and over the telephone

The Company 1s a part of Home Retail Group plc  During the year, the Company introduced Habitat branded products mnto other
busmesses operated by Home Retait Group

Results and dividends
The loss for the period was £9,275,000 (2012 £6,849,000) The directors do not recommend the payment of a dividend

Princtpal nsks and uncertamties

Performance 1n the retail industry 15 affected by general economic conditions and sector specific factors such as range and stock
availability, number and location of stores, competiive acuvity and price fluctuations The board carries out regular strategic
reviews including the assessment of competitor activity, customer buying patterns and market trends

The principal nsks and uncertamnties of Home Retail Group ple, which includes the Company, are discussed on page 30 of Home
Retail Group's 2013 annual report, which does not form part of this report  The Company 1s a part of Home Retail Group, so most
of the nsks detmled in that report are relevant to the Company, and are managed by the directors on a basis consistent wath, and as
part of, Home Retatl Group's structured risk management process

Financal nsk management

Home Retail Group (the Group) operates a centralised treasury function which 1s responsible for managing the market risk (foreign
exchange and interest rate risk), credit nisk and hquidity nsks associated with the Group's activities These activities mclude those
of the Company The Group operates a structured r1sk management process which identifies, evaluates and priontises nsks and
uncertainties

The Group's treasury function seeks to reduce exposures to foreign exchange, interest rate and other financial risks, and to ensure
sufficient hqurdity 15 available to meet foreseeable needs and to invest cash assels safely and profitably Policies and procedures are
subject to review and approval by the Group's Beard of Directors as well as subject to internal audit review

Market risk - foreign exchange risk

The Company 1s not subject to foreign exchange risk factors

Market visk - interest rate risk

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

The Company s cash and borrowing requirements are managed centraily by the Group's treasury function 1n order to manage the
net interest income/expense for the Group as a whole  As a result, the Group's interest rate risk anses from the vaniance m market
rate when deposits are made The principal objecuve of the Group's mterest rate risk management 15 to manage the trade-off
between obtaining the most beneficial effective rates of interest whilst minimusing the impact of interest rate volatility on profits
before tax

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

Credit risk

The Company has ne sigmficant concentrations of credit nisk  Sales to retail customers are made in cash, via mayor debit and crednt
cards or via other Group or third party operated financial products

The Company's exposure to credht nsk with regard to treasury transactions 1s managed by dealing only with major banks and
financtal institutions  Dealing activity 15 closely controlled and counterparty pesitions are monitored on a regular basis  Foreign
exchange counterparty limits are set for each orgamsation on a scale based on credit rating and matunity period




Habitat Retail Limited
Directors' report for the 52 weeks ended 2 March 2013 (continued)

Funancial nsk management (continued)

The Group’s cash management policy, which was updated and approved by the Board of Directors during the year, requires

« for a term deposit of up to £50m for up to 3 months a bank must have a mimimum long-termn rating of A- or better,

+ for an addttional 3 month term depostt of up to £50m, or a term deposit of up to £50m for a penod of up to 12 months, a bank
must have 2 mimmum long-term rating of A+, or a minintum rating of A if the UK Government holds a minimum shareholding of
25%,

+ for instant access on demand accounts of up to £50m a bank must have a rmmmurm short-term rating of B,

» for instant access on demand accounts of up to £100m a bank must have a mimimum short-term rating of A-1, and

« for a deposit of up to £100m 1n a money market fund, the fund must have a long-term rating of AAA

Each deposit made by the Group during the year was compliant with the policy that was effective at the date the deposit was made
Where 2 term deposit has been made and the counterparty raungs have subsequently reduced, each relevant position has been
reviewed and any decision to marmntamn a position until the normal maturity date has been approved by the Board

Ligurdnty risk
Cash flow forecasts are produced regularly by the business to assist management un identifying future hquidity requirements

The Group manages its cash and commutted borrowing facilities to maintain iquidity and funding flexibility  Liquidity 15 achieved
through arranging funding ahead of requirements and mamtaining sufficient undrawn commutted facihities to meet short-term
needs, and faciiies are in place for this purpose At 2 March 2013, the Group had an undrawn commuitted borrowing facility
available of £685m which had a contractual matunity date in July 2013 This facility, which was unsecured, included a covenant
related to adjusted benchmark earnings before interest, tax, depreciation, amortisation and rent The Group had not drawn down on
the facihity and had been 1n comphance with the requirements of the covenant throughout the year Subsequent to the vear-end, the
Company has agreed a new unsecured, commutted borrowing facihity of £165m that will expire in March 2016 This new facility
ncludes the covenant noted above and also includes a covenant related to net balance sheet debt  As a result of agreeing this new
facilty, the £685m facility that existed at 2 March 2013 was cancelled prior to 1ts contractual matunity date

Key performance indicators (KP1's)

KPI's used to manage the business include sales, gross margin and profitability The Company has generated sales of £23,552,000
and gross profit of £10,294,000 in the year Operating expenses have resulted n a loss before tax of £9,206,000

Directors
The directors that held office during the pertod were as follows

CV Askem

G F Ball

D N Brown

R G Lockwood
P B Loft

P Parker resigned as Company Secretary on 28 June 2013 and P A McKelvey replaced him on this date  There were no other
appowntments or resignations after the period end

Gomg concern

Afier making enquiries, the directors have formed a judgement at the tme of approving the financial statements that there 15 a
reasonable expectatron that the Company has access to adequate resources to continue i operational existence for the foreseeable
future For this reason, they have adopted the going concern basis in preparmng the financial statements

Chanrtable and Political Donations

During the period the Company donated £n1l to charitable and political organisations
Creditor Payment Polecy

For all trade creditors, 1t 1s the Company's policy to

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

- Pay suppliers in accordance with applicable terms, and

- Continually review the payment procedures and haise with suppliers as a means of ehmnatmg difficulties and maintaming a good
working relatonship




Habitat Retail Linited
Directors’ report for the 52 weeks ended 2 March 2013 (continued)

Employees

Consultation with employees or their representatives has continued at all levels, with the aim of ensuring that views are taken into
account when decisions are made that are hkely to affect their interests  In addition, meetings are held to ensure that all employees
are aware of the financial and economic performance of thewr busmess urits and of the Company as a whole Commumcation with
all employees continues through newsletters, briefing groups and the distribution of the Home Retail Group ple 2013 results

Disabled Persons

Applications for employment by disabled persons are always fully considered, bearing in mind the respective aptitudes and abihties
of the applicant concerned In the event of members of staff becommg disabled every effort 1s made to ensure that thewr
employment with the Company contmues and the appropriate traming 1s arranged It 15 the policy of the Company that the trainng,
career development and promotion of a disabled person should, as far as possible, be 1dentical to that of a person who does not
suffer from a disability

Statement of Directors’ Responsibilities

The directors are responsible for preparing the Directors” Report and the financial statements i accordance with applicable law and
regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors have
prepared the financial statements m accordance with applicable law and United Kingdom Accounting Standards {Umited Kingdom
Generally Accepted Accounting Practice), including Financial Reporting Standard 101 Reduced Disclosure Framework (FRS 101)

Under company law the directors must not approve the financial statements unless they are satisfied that they give a true and fair
view of the state of affairs of the company and of the profit or loss of the company for that period In prepaning these financial
statements, the directors are required to

- select smitable accounting pelicies and then apply them consistently,
- make judgements and accounting estimates that are reasonable and prudent,

- state whether applicable Umited Kingdom Accounting Standards, mcluding FRS 101 have been followed, subject to any matenal
departures disciosed and explained in the financial statements,

- notify 1ts shareholders i writing about the use of disclosure exemptions, if any, of FRS 101 used mn the preparation of financial
statements, and

- prepare the financial statements on the gomg concern basis unless 1t 1s mmappropriate to presume that the company will continue m
business

Directors hability msurance and third party indemnification provisions

During the period the Company mamtamed hability insurance and third party indemnification provisions for its directors, under
which the Company has agreed to mdemmify the directors to the extent permitted by law tn respect of all iabilities to third parties
anising out of, or m connection with, the execution of therr powers, duties and responsibilities as directors of the Company and any
of 1ts associated companies These mdemmities are Quahfying Third Party Indemnity Provisions as defined in Section 234 of the
Compames Act 2006 and copies are available for nspection at the registered office of the Company during business hours on any
weekday except public hohidays

Disclosure of mformation to auditors

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

a) so far as the directors are aware, there 15 no relevant audit information of which the Company's auditors are unaware, and

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

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

By order of the Board

RMCUnend

P McKelvey
Company Secretary

W3




Habitat Retad Limited
Independent auditors’ report to the members of Habitat Retail Limited

We have audited the financal statements of Habitat Retail Limned for the year ended 2 March 2013 which compnse the Profit and
Loss account , the Statement of comprehensive income, the Balance Sheet, the Statement of changes 1n equity and the related notes
The financial reporting framework that has been apphed in their preparation 1s apphicable Jaw and United Kingdom Accounting
Standards (United Kingdom Generally Accepied Accounting Practice), including Financtal Reporting Standard 10! Reduced
Dnsclosure Framework

Respective responsibilities of directors and auditors

As explained more fully in the Statemeat 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 responsibiitty s 10 audit and express an opinon
on the financial statements in accordance with applicable law and International Standards en Auditing (UK and Ireland) Those
standards require us to comply with the Auditing Pracuces Board's Ethical Standards for Auditors

This report, including the opintons, has been prepared for and only for the Company’s members as a body in accordance with
Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not, in giving these opimons, accept or assume
responsibility for any other purpose or to any other person to whom this report 1s shown or into whose hands 1t may come save where
expressly agreed by our prior consent i writing

Scope of the audit of the financial statements

An audit imvolves obtaining evidence about the amounts and disclosures tn the financial statements suffictent to give reasonable
assurance that the financial statements are free from material misstatetnent, whether caused by fraud or eror This includes an
assessment of whether the accountng policies are appropriate to the Company’s circumstances and have been consistently apphed
and adequately disclosed, the reasonableness of significant accounting estimates made by the duireciers, and the overall presentation
of the financtal statements In addition, we read all the financial and nen-financial informatien 1n the Annual Report and Financial
Statements to 1dentify matenal inconsistencies with the audited financial statements  If we become aware of any apparent matertal
musstatemnents or incensistencies we consider the imphications for our report

Opinion on finanaal statements

In our epimon the financial statements

* give a true and fair view of the state of the Company's affairs as at 2 March 2013 and of 1ts loss for the 52 weeks then ended,
» have been properly prepared 1n accordance with United Kingdom Generally Accepted Accounung Practice, and

* have been prepared 1n accordance with the requirements of the Compantes Act 2006

Opinion on other matter prescribed by the Companies Act 2006
In our opinion the information given in the Directors’ report for the financial period for which the financial statements are prepared
15 consistent wath the financial statements

Maftters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Compantes Act 2006 requires us to report to you 1f, 1 our
opinion

* adequate 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 returns, or

» certain disclosur, rs” remuneration specified by law are not made, or

* we have not the information and explanations we requare for our audt

fd Lunt (Senuor Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP
Charntered Accountants and Statutory Auditors
Birmingham

Date ‘q_lgl 13




Habitat Retail Limited
Profit and loss account
For the 52 weeks ended 2 March 2013

Notes
Turnover
Cost of sales
Gross profit
Net operating expenses - before exceptional ttems 4
Net operating expenses - exceptional items 4
Loss before tax
Taxation 6

Loss for the year attrbutabie to equity holders of the
Company

Statement of comprehensive income
For the 52 weeks ended 2 March 2013

Loss for the year attributable to equity holders of the Company
Other comprehensive income for the year, net of tax

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

52 weeks 67 weeks
ended ended
2 March 3 March
2013 2012
£000 £000
23,552 11,745
(15,974) (6,737)
7,578 5,008
( 16,784) ( 9,580)
- (2,315)
{9,206) (6.887)
{69) 38
(9,275) { 6,849)
52 weeks 67 weeks
ended ended
2 March 3 March
2013 2012
£'000 £000
(9,275) ( 6,849)
(9,275} { 6,849)




Habitat Retarl Lirmited
Balance sheet
As at 2 March 2013

ASSETS

Fixed Asseis
Goodwill

Other intangible assets

Property, plant and equipment

Total fixed assets

Current assets

Stack

Trade and other debtors
Cash at bank and n hand
Total current assets

Total assets

LIABILITIES
Long-term habilities
Provisions

Total long-term habihties

Current habilities
Trade and other creditors
Total current habilities

Total habilities

Net assets

Capital and reserves
Called up share capital

Profit and loss reserve
Total shareholder's funds

The financial statements on pages 5 to 20 were approved by the Board of Directors and were signed on their behalf by

Wl

R G Lockwood
Durector

Welell1g

Notes

o0

i0
11
12

14

16

2013 2012
£000 £000
2,844 2,844
16.304 18,290
1,633 1,649
20,781 22,783
5,346 5,051
16,122 4,356
- 1,553
21,468 10,960
42,249 33,743
(542) (524)
(542) (524)
(33.331) (15,568)
(33331 ( 15,568)
(33,873) (16,092)
8.376 17,651
24,500 24,500
(16,124) (6,849)
8,376 17,651




Habiatat Retail Lymaited
Statement of changes 1n equity
For the 52 weeks ended 2 March 2013

Attnbutable to equity holders of the Company

Share capital Profit and loss reserve Total
£000 £000 £'000

Balance at 3 March 2012 24,500 (6,849} 17,651
Loss for the financial year - {9,215 {9,275)
Other comprehensive income - - -
Total comprehensive income for the year - (9,275) (9,275)
Transactions with owners
Issue of ordinary share capital - - -
Total transactions with owners - - -
Balance at 2 March 2013 24,500 (16,124) 8,376

Attnibutable to equity holders of the Company

Share capital Profit and loss reserve Total
£000 £000 £000
Balance at 19 November 2010 - - -
Loss for the financial peniod - (6,849) (6,849)
Other comprehensive income - - -
Total comprehensive income for the
period - (6,849 {6,849)
Transactions with owners
Issue of ordinary share capital 24,500 - 24,500
Total transacttons with owners 24,500 - 24,500
Balance at 3 March 2012 24,500 { 6.849) 17,651




Habitat Retall Limuted
Notes to the financial statements
For the 52 weeks ended 2 March 2013

1 General information

Habitat Retail Limited (the Company) 15 a private imited company incorporated and domiciled 1n the United Kingdom under the
Compznies Act 2006 The Company's registered address 1s Avebury, 489-499 Avebury Boulevard, Milton Keynes MK9 2NW

The financial period represents the 52 weeks to 2 March 2013 (prior period 67 weeks from incorporation to 3 March 2012)

2 Basis of preparation

The financial statements are presented in sterling, rounded to the nearest thousand They are prepared on a going concern basis and
under the histonc cost convention medified for the revaluation of certamn financial instruments, share-based payments and post-
employment benefits The principal accounting pohcies applied in the preparation of these financial statements are set out in note
3 Unless otherwise stated, these policies have been consistently applied to all the periods presented

These financial statements have been prepared in accordance with United Kingdom Accounting Standards, in particular, Financial
reporting Standard 1¢1 Reduced Disclosure Framework (FRS 101) and the Compames Act 2006 (the Act) FRS 101 sets out a
reduced disclosure framework for a ‘quahfymng entity’ as defined in the standard which addresses the financial reporting
requirements and disclosure exemptions in the individual financial statements of quahfying entities that otherwise apply the
recognition, measurement and disclosure requirements of EU-adopted IFRS

The Company 15 a qualifying entity for the purposes of FRS 101 Note 21 gives details of the Company’s ultimate parent and from
where its consolidated financial statements prepared n accordance with IFRS may be obtamed

These are the first financial statements of the Company prepared 1n accordance with FRS 101 The Company’s date of transition to
FRS 101 1s 4 March 2012 The Company has notified its shareholders in writing about, and they do not object to, the use of the
disclosure exemptions used by the Company 1n these financial statements

FRS 101 sets out amendments to EU-adopted [FRS that are necessary to achieve comphance with the Act and related Regulations
The impact of these amendments to the Company’s previously adopted accounting polictes n accordance with EU-adopted IFRS
was not material on the shareholders’ equity as at the date of transition and as at 2 March 2013 and on the profit or loss for the year
ended 2 March 2013

The key disclosure exemnptions adopted by the Company 1n accordance with FRS 101 are as follows
- Statement of cash flows

- IFRS 2 Share-based payments, IFRS 7 Financial Instrument disclosures LAS 1 — Information on management of capital, IAS §
disclosures 1n respect of new standards and interpretations that have been 1ssued but which are not yet effective, 1AS 24 disclosure
of key management personnel compensation and for related party transactions entered into between two or more members of a
group, the requirement to present roll-forward reconciliations i respect of share capital (IAS 1), property, plant and equpment
(IAS 16), intangible assets (1AS 38)

The financial statements have been prepared under the historical cost convention A summary of the more important accounting
policies 15 set out below

The preparation of financial statements in conformity with FRS 101 requires the use of estimates and assumptions that affect the
reported amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporuing perted Although these estimates are based on management’s best knowledge of the amount, event or actions,
actual results ulumately may duffer from those estimates The critical accounting policies of the Company are described m further
detml below

Critical accounting estitmates and assumptions

The preparation of financial statements requires management to make estimates and assumptions that affect the reported amount of
revenues, expenses, assets and habilinies and the disclosure of contmgent habilities The resulting accounting estimates, which are
based on management’s best judgement at the date of the financral statements, will, by definion, seldom equal the related actual
results The estimates and underlying assumptions are reviewed on an ongoing basis, with revisions recogmised 1n the period n
which the estimates are revised and future pertods where appropnate The estimates and assumptions that have a significant risk of
causing a matenal adjustment to the carrying amounts of assets and hiabilities within the next financial year are discussed below




Habitat Retail Limited
Notes to the financial statements (continued)
For the 52 weeks ended 2 March 2013

2 Basis of preparation (continued)

Goodwill

Goodwill 1s allocated to one cash-generating umit (CGU), that being the business as a whole The Company 15 required to 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 1its value-in-use The value-in-use calculations require the use of estimates in relation to
future cash flows and suitable discount rates Actual outcomes could vary frotn these estinates

Impairment of assets

Assets are subject to impairment reviews whenever changes i events or circumstances wndicate that an impawment may have
occurred Assets are written down to the higher of fair value less costs to sell and value-in-use Value-in-use is 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 appropriate discount rate which use management’s assumptions and
estimates of the future performance of the asset Differences between expectations and the actual cash flows will result in
differences n the level of impairment requred  Store assets are assessed for impairment at the individual store level

A previously recognised impairment loss 1s reversed 1f there has been a significant change i the undetlying 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 impairment loss had been recognised n prior years

Inventory provistons

Inventory 1s carmied 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 into account slow moving, obsolete and defective inventory Any difference
between the expected and the actual sales pnce achigved will be accounted for it the period 1 which the sale 1s made

Provisions

Provisions have been estimated for legal claims These provisions represent the best estimate of the hability at the balance sheet
date, the actual hability bemng dependent on future events such as the outcome of a claim Expectations will be revised ¢ach penod
until the actual liabihty arises, with any difference accounted for in the pertod in which the revision 1s made

3 Summary of prmecipal acconnting polictes

Turnover

Tumnover comprises the fair value of the consideration received or recewvable for the sale of goods and services to external
customers, net of value added tax, rebates, discounts and expected returns  Turnover 1s recogmsed when the significant risks and
rewards of ownership of the goods have passed to the buyer and the amount of Tumover ¢an be measured reliably Turnover on
goods 1o be delivered 1s recogmised when the customer recerves delivery of the goods The Company operates a vanety of sales
promotion schemes that give nise to goods beng sold at a discount to the standard retail price  Commussions receivable on the sale
of services for which the Company acts as agents are included within Turnover

Goodwill

Goodwill 1s the excess of the fauwr value of the consideration payable for an acquisition of a business over the far value of the
wdentifiable net assets acquired at the date of acquisitton Farr values are attributed to the 1dentifiable assets, habihities and
contingent hiabihities that existed at the date of acquisition, reflecting their condition at that date Goodwill 1s stated at cost less any
provision for impairment Goodwill 1s not amortised and 1s tested at least annually for impairment An impairment charge 15
recognised where the carrying value of goodwill exceeds its recoverable amount, being the higher of its fair value less costs to sell
and its value-in-use Value-in-use calculations are performed using cash flow projections discounted at a rate taking account of the
spectfic nsks wnherent within the Company

Other intangible assets

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

Certam costs incurred in the developmental phase of an mtemal project are capitalised as intangible assets provided that a number
of cntena are satsfied These include the techmcal feasibility of completing the asset so that it 1s available for use or sale, the
availabihity of adequate resources to complete the development and how the asset will generate probable future econemic benefit

Brands

Acquired brands have a finite useful life and are imitially recognised at their farr value at the date of acquisition and subsequently
held at cost less accumulated amortisation  Amortisation 1s 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 i which the asset’s future economic
benefits are expected to be consumed




Habitat Retail Limited
Notes to the financial statements (continued)
For the 52 weeks ended 2 March 2013

3 Summary of pnincipal accountmg policies (continued)

Computer software

Acquired computer software hicences are capitalised on the basis of the costs mcurred to acquire and bring to use the specific
software Computer software licences are held at cost and are amortised on a straight-line basis over three to five years Costs that
are directly associated with the production of 1dentiftable and umique software products controlled by the Company, and that will
generate economic benefits beyond one year, are recognised as intangible assets Computer software development costs recognised
as assets are amortised on a straight-hne basis over three to ten years Costs associated with maintaining computer software
programs are recognised as an expense as incurred

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

Property, plant and equipment

Property, plant and equipment are held at cost being the purchase price and other costs direcity attributable to bringing the asset
nto use less accumulated depreciation and any impairment 1 value An immpairment charge 1s recognised where the carrying value
of the asset exceeds its recoverable amount, being the ligher of the asset’s fair value less costs to sell and its value-in-use Value-n-
use calculations are performed using cash flow projections discounted at a rate taking account of the specific risks mherent wathin
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 period of the lease,

- plant, vehicles and equipment are deprecated over 2 - 10 years according to the estimated Iife of the asset,
- land 15 not depreciated, and

- assets under the course of construction are not depreciated

The residual values and useful hives of assets are reviewed, and adjusted 1f appropnate, at each balance sheet date

Debtors

Trade debtors are recogmsed imnally at farr value and subsequently measured at amortised cost, less provision for impairment A
provision for impairment of trade debtors 1s established when there 1s objective evidence that the Company will not be able to
collect all amounts due according to the origmal terms of debtors The amount of the provision 1s recognised n the balance sheet,
with the cost of unrecoverable trade debtors recogrused i the profit and loss account immediately

Stock

Stock are stated at the lower of cost and net realisable value The cost bases in use withen the Company are general retail goods
valued on a standard cost or weighted average basis which approxmmates to actual cost  Net realisable value 1s the estimated selling
price in the ordinary course of business, less applicable vanable selling expenses

Cash at bank and 1n hand

Cash at bank and m hand includes cash in hand, deposits held at call with banks, other short-term highly hiquid investments with
ongmnal maturities of three months or less and bank overdrafts

Trade creditors

Trade creditors are obligations to pay for goods or services that have been acquired n the ordmnary course of business from
suppliers They are classified as current hiabilittes if payment 1s 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 in
the profit and loss account because 1t excludes items of income or expense that are taxable or deductible m other years and 1t further
excludes items that are never taxable or deductible

10




Habitat Retail Limited
Notes to the financial statements (continued)
For the 52 weeks ended 2 March 2013

3 Semmary of principal accounting policies (continned)

Deferred taxation

Deferred tax 15 provided in full on temporary differences arismg between the tax bases of assets and lizbilhities and their carrying
amounts However, 1f the deferred taxation anses from mitral recognimon of an asset or hability i a transaction other than a
business combination that at the time of the transaction affects neither accounting nor taxable profit or loss, 1t 15 not accounted for
Deferred tax assets and liabilities are calculated at the tax rates that are expected to apply to the period when the asset 1s realised or
the hability 15 settled, based on the tax rates and laws that have been enacted or substantively enacted by the balance sheet date
Deferred tax assets are recognised to the extent that temporary differences can be utilised either through future profits generated by
the Company or through being made available via group reltef

Deferred tax assets and habilities are offset when there 15 a legally enforceable right 10 offset current tax assets against current tax
habilities and when the deferred tax assets and habilities relate to taxes levied by the same taxation authority on either the taxable
entity or different taxable enttties where there 1s an intention to settle the balances on a net basis

Provisions
Provisions are recogmised when

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

Provisions are not recogmised for future operating losses Where there are a number of simifar obligations, the likelihood that an
outflow will be requrred n settlement 15 determined by considenng the class of obligations as a whole A provision 1s recognised
even if the likelihood of an outflow with respect to any one item in¢luded m the same class of obligations may be small If the effect
of the time value of money 1s matenal, provisions are determmed by discounting the expected future cash flows at a pre-tax rate
that reflects current market assessments of the time valee of money and, where appropnate, the rnisks specific to the habiity Where
discounting 15 used, the ncrease i the provision due to the passage of time 1s tecognised as an interest expense Where the
Company expects a provision to be reimbursed, the reimbursement 1s recognised as a separate asset when the reimbursement 1s
certain

Operating leases

Leases in which a sigmficant portion of the nisks and rewards of ownership are retaimed by the lessor are classified as operating
leases Payments made under operating leases are charged to the profit and loss account on a straight-line basis over the penod of
the lease Incentives from lessors are recognised as a systematic reduction of the charge over the life of the lease

Fimancial instruments

The Company classifies 1ts financial instruments in the following categories financial assets and financial rabilities at farr value
through profit or loss and loans and debtors The classification depends on the purpose for which the financial instruments were
acquired Management determines the classification of its financial mstruments at ikl recognition

Loans and recervables

Loans and receivables are non-denivative financral assets with fixed or determinable payments that are not quoted 1n an active
market They anse when the Company provides money, goods or services directly to a debtor with no intention of trading the
recervable  Loans and receivables are recognised mitially at fair value and subsequently measured at amortised cost, less proviston
for impairment They are included 1n current assets Loans and receivables compnise trade and other debtors, cash at bank and mn
hand and current asset investments th the balance sheet




Habitat Retail Limited
Notes to the financial statements (continued)
For the 52 weeks ended 2 March 2013

4 Net operating expenses

Loss before tax 15 stated afier charging

Operating lease rental expense

Cost of inventories recogmsed as an expense i cost of sales
Write down of inventortes

Depreciation of property, plant and equipment
Amortisation of intangible assets

Auditors' remuneration

Company audit

Exceptional items

52 weeks 67 weeks
ended ended

2 March 3 March
2013 2012
£'000 £000
(2,295) { 1,509)
( 15,666) {6,487)
{ 308) (250)
{205) {72)
(2,193) (1,294}
(11) Q1

No exceptional rtems were incurred during the year During the prior period the Company incurred exceptional costs of £2,315,000
m respect of its acquisition of the Habitat brand, along with 1ts brand designs, intellectual property in the UK and the Repubhc of

Ireland, the Hamtat UK website, three of 1ts London stores and a share of trading stock

5 Employee costs and employee numbers

Employee costs
Wages and salanies
Social security costs
Pension costs

52 weeks 67 weeks
ended ended

2 March 3 March
2013 2012
£000 £'000

{ 5,576} (2.297)
(482) (211)
(190) ( 45)

( 6,248) (2,553)

The average number of persons employed by the Company during the period mcluding directors and those employed on a part-time

basis, was made up as follows

Average number of employees
Stores
Admmstration and other

Directors’ emoluments
Aggregate emoluments

52 weeks 67 weeks
ended ended
2 March 3 March
2013 2012

146 149

67 67

213 216
51 weeks 67 weeks
ended ended
2 March 3 March
2013 2012
£000 £000
{260) (79)

Retirement benefits are accrumg to 5 directors under a defined benefit scheme Durning the peniod ne director exercised share
options, and 2 directors recetved shares or became entitled to receive shares under long-term incentive schemes

The emoluments of the Company's directors are paid by other compames within Home Retail Group The amount disclosed

represents the element of those emoluments that has been apportioned and recharged for the services to the Company
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Notes to the financial statements (continued)
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5 Employee costs and employee numbers (continued)

52 weeks 67 weeks
ended ended
2 March 3 March
2013 2012
£'000 £000
Highest paid director
Aggregate emoluments and benefits {(excluding gains on exercise of share options and value of
shares recerved under long-term incentive schemes} (260) (79

The accrued pension per annum of the highest paid director under the defined benefit scheme at 2 March 2013 was £38,000 (2012
£12,000) The highest paird director did not exercise any share options (2012 none) and received no shares nor became entitled to

recewve shares under long-term incentive schemes

6 Taxatton
52 weeks 67 weeks
ended ended
2 March 3 March
2013 2012
£'000 £000
Analys:s of charge in the period
Deferred tax
Ongination and reversal of temporary differences ( 28) 38
Adjustment 1n respect of previous periods (41) -
Rate change impact - -
Total deferred tax credit {note 15) (69) 38
Total tax (charge)/credit in the profit and loss account (69) 38

Factors affecting the tax charge
The effective tax rate for the period of 0 75% (2012 -0 55%) 15 lower than the standard rate of corporation
24 17% (2012 26 0%) The differences are explained below

t1ax in the UK of

52 weeks 67 weeks

ended ended

2 March 3 March

2013 2012

£000 £000

Loss before tax (9,206) (6,887)

Loss before tax multiphied by the standard rate of corporation tax in the UK 2,225 1,802
Effects of

Expenses not deductible for taxation purposes 52 -

Adjustment n respect of previous years (41) -

Group relief surrendered for nil consideration {2.305) (1,764)

Total tax (charge)/credit in profit and loss account (69) 38

13




Habitat Retail Limited
Notes to the financial statements (continued)
For the 52 weeks ended 2 March 2013

6 Taxation {continued)

Factors that may affect future tax charges

The income tax expense for the year 15 based on the United Kingdom statutory rate of corporation tax for the period of 24 0%
(2012 26 0%) The mmpact of the changes in statutory rates relates to the reduction of the UK corporation tax rate from 24 0% to
23 0% from 1 Apnil 2013, the substantively enacted rate, which differs from the recently announced rate of 21 0% from 1 Apnl
2014 and 20 0% from 1 April 2015 This change has resulted in a deferred tax charge ansing from the reduction in the balance
sheet carrying value of the net deferred tax asset to reflect the enacted rate of tax at which those assets are expected to reverse

7 Goodwill

Goodwill

£000

Cost
At 3 March 2012 and 2 March 2013 2,844
Impairment
At 3 March 2012 and 2 March 2013 -
Net book value
At 3 March 2012 and 2 March 2013 2,844

Goodwill represents the excess of the fair value of the consideration paid to acquire new businesses over the fair value of the
separately identifiable and separable net assets at the date of the acquisition

The directors have concluded that the goodwill should not be amortised as 1t has an indefinite useful economic hfe The goodwill 1s
considered to have an indefinite durability that can be demonstrated, and its value can be readily measured and can be valued on a
discounted cash flow basis An annual impairment review 1s carried out

The nen-amortisation of goodwill constitutes a departure from the Companies Act 2006, for the overriding purpose of giving a true
and fair view of the company's results

Goodwiil 1s allocated to one cash-generating unt, that being the business as a whole The recoverable amount has been determined
based on a value-w-use calculation This calculation uses cash flow projections based on financial plans approved by ranagement
looking forward five years Operating losses of £9,206k (2012 £6,849k} have been adjusted mmto the plan pertod The five year
projections for the business have been prepared with regard to the following key assumptions

» sales growth, based on projections which take account of, among other things, the effect of sales iitiatives and changes to the
store portfolio of the business,

= gross margins, based on recent experience, which have been adjusted for factors such as the impact of changes to product costs
and margin improvement initatives, including sourcing benefits and changes to product mix or range, and

* costs, based upon the existing cost base, expected levels of cost mflation and anticipated cost saving initatives

Cash flows are extrapolated using a long-term growth rate beyond the five-year plan period The key assumptions are

* a long-term growth rate of 2 0% (2012 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% (2012 8 5%), which equates to a pre-1ax rate of approximately 11 0% (2012 11 4%), has been
estrmated taking account of the specific nisks inherent within the business and has been applied to the cash flow projections

The resulis of the Company’s impairment tests are dependent upon estimates and judgements made by management, particularly in
relation to the key assumptions described above The values attnibuted to these key assumptions over the five-year plan period are

52 weeks 67 weeks

ended ended

2 March 3 March

2013 2012

Compound annual increase n sales 11 1% 11 2%
Compound annual increase n gross margin rate on retail sales 04% 03%
Cempound annual increase 1n operating costs 22% 16%
Long-term growth rate beyond 5 years 20% 20%
Post-tax discount rate 85% 8§5%

14
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Notes to the financial statements (confinued)
For the 52 weeks ended 2 March 2013

7 Goodwill {continued)

At 2 March 2013, the excess i the estimated recoverable amount of the busmness, calculated on a value-in-use basis, over its
carrying value was £20,080,000 (2012 £5,334,000} A sensitivity analysis has been performed on each of the above assumptions
used for assessing the recoverable amount of the business, with other vanables held constant, and as a result, management has
concluded that reasonably possible changes in the assumptions could cause the carrying value of the busmess segment to exceed 1its
recoverable amount  The amounts by which the above assumptions would need to change to cause the camying value of the

business to exceed 11s recoverable amount are

Decrease 1n the compound annual growth rate n sales

Decrease n the compound annual growth rate in gross margen rate

Increase 1n the compound annual growth rate 1n operating costs
Decrease in the long-term growth rate beyond 5 years

Decrease 1 the compound annual growth rate n sales

Decrease 1n the compound annual growth rate in gross margin rate

Increase in the compound annual growth rate in operating costs
Decrease n the long-term growth rate beyond 5 vears

52 weeks ended 2 March 2013

In tsolation
%

{2 4%)

(2 4%)

2 5%

(5 2%)

Including
mtrgating
actions

%o

{2 6%)

(2 9%)
25%

n/a

67 weeks ended 3 March 2012

In 1s0lation
%

(1 8%)

(1 6%)
15%

(0 8%)

Including
mitigating
actions
%

(19%)
(19%)
15%

nfa

No sensitivity to the discount rate assumption has been disclosed as management behieves that no reasonably possible change in this
assumption would generate a different outcome to the impatrment tests as performed

The mitigating actions included in the above analys:s reflect the estmated 1impact of management actions expected 1o be taken in

the event of these sensitivities ansing

8 Other intangible assets

Cost

At 3 March 2012

Acquired through business combination
Additions

Disposals

At2 March 2013

Accumulated amortisatign
At 3 March 2012

Charge for the period
Disposals

At 2 March 2013

Net book value at 2 March 2013

Computer

software Brands Total
£'900 £'000 £000
1,537 18,047 19,584

207 - 207

1,744 18,047 19,791
{90y (1,204) {1,294
(388) (1,805) (2,193)
(478) { 3.009) (3,487)
1,266 15.038 16,304
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Notes to the financial statcments (continued)
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9 Property, plant and equipment

Plant &
Short leasehold Equipment lotal
£'000 £'000 £'000
Cost
At 3 March 2012 1175 546 1721
Additions 11 178 189
At 2 March 2013 1,186 724 1,910
Accumulated depreciation
At 3 March 2012 {5 (21 (72)
Charge for the period (77) (128) [ 20%)
At 2 March 2013 ( 128) (149) (27D
Net book value at 2 March 2013 1,058 575 1,633
10 Stock 2013 2012
£000 £000
Frished goods 5,346 5,051
11 Irade and other debtors
2013 2012
£'000 £000
Amounts faluing due after more than one year
Deferred tax I 62

Amounts falling due within one year
Trade debtors 1,180 508
Less provision for impairment of debtors - -

1,180 598

Amounts owed by group undertakings 13,061 801
Other debtors 1 1447
Prepayments and acerued income 1,869 1 448
16,122 4356

T'he carrying values of current trade and other debtors are a reasonable approximation of their fair values due to therr short-term
nature There 15 no concentration of credit nsk with respect 1o trade debtors as the Company has a broad customer base The
maximum exposure {0 credit risk at the reporting date 1s the fair value of each class of debtor menuoned above  T'he Company does
not hold any collateral as sccunty

The non-trading balances owed by group undenakings are unsecured repayable on demand and with the majonty of loans having
mterest linked to LIBOR

Further details of the delerred tax can be found i note 15
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For the 52 weeks ended 2 March 2013

12 Cash at bank and wn hand

2013 2012
£'000 £9000
Cash at bank and in hand - 1553
- 1553
13 Trade and other creditors
2013 2012
£'000 £000
Amounts falling due within one year
Tmade creditors (1,401) (948)
Amounts owed to group undertakings (22,395) (6037)
Amounts owed (o immediate parent undertaking (5,230) (6 626)
Social secunty costs and other taxes (1.251) -
Accruals and deferred income (3,054) (1,882)
Other creditors - (75)
(33,331) (15 568)

I'made and other creditors are nen-nterest beanng and the fair values are not considered to differ matenally from the recogmsed book
values Long-term creditors have been discounted where the tume value of money 1s matenal

Other amounts owed to group undertakings at the year end are unsecured, repayable on demand and non-interest bearing
Further details of the deferred tax can be found in note 15

14 Provisions

Other

provisions Deferred tax Total
£000 £'000 £000
Al 3 March 2012 {500) (24) {524)
Charged to the profit and loss account - (18) (18)
At2 March 2013 (500) (42) (542)
2013 2012
Analysed as £000 £000

Amounts fallng due withm one year - -
Amounts falling due after more than one year ( 542) { 524)
{ 542) (524)

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

The movements on the net deferred tax account are as follows

Opemng net deferred tax asset
Profit and loss account (charge)/credit
Closing net deferred tax (habiity )/nsset

The deferred tax amounts recogmsed are as follows

Deferred tax assets

- Deferred tax asset to be recovered afier more than one year
Deferred tax habilities

- Deferred tax liability to be seutled after more than one year
Net deferred tax (hahility)/asset

2013 2012
£000 £000
38 -
(69) 38
(31 38
2013 2012
£000 £000
1 62
(42) (24)
(31) 38

Closing delerred tax has been caleulated at the cnacted rate of 23% (2012 25%) this differs from the UK corporation tax rate

applied to the current year adjusted profits at 24%

The proposed reductions 1n the main rate of corporation tax by 2% to 21% from 1 Apnl 2014 and by a further 1% te 20% from |
April 2015 are not yet enacted the impact of these rate reductions on net deferred tax assets are not matenal for each future year at
the balance sheet date  The Group will assess the impact of the reduction 1n the rate in hine with its accounting policy 1 respect of

deferred tax at each balance sheet date

The movement 1n deferred tax assets and labihties duning the year, without takmg into consideration the offsetting of balances within

the same tax junsdiction, 1s as follows

Deferred tax assets

At 3 March 2012

Profit and loss account charge
At 2 March 2013

Deferred tax habilities

At 3 March 2012

Profit and loss account charge
At 2 March 2013

Accelerated
Asset tax
Provisions depreciation Total
£000 £°000 £°000
62 - 62
(5D - (51
1l - 11
Accelerated
Asset tax
provisions depreciation Total
£000 £000 £'000
- (24} (24
- (18} (18)
- (42) (42)

Deferred tax assets are recognised for tax loss carry-forwards and other temporary differences to the extent that temporary
hfferences can be utihsed either through future profits generated by the Company or through being made available via group rehef
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16 Share capital 2013
£000

Allotted, called-up and fully paxd

24,500,000 (2012 24,500,000) ordinary shares at £1 (2012 £1) each 24.500

2012
£000

24,500

17 Retirement benefits

Employees of Habitat Retail Limited 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 m independently admintstered
funds The Home Reta:l Group Pension Scheme 1s closed to all new employees The cost of contributions payable i the period has
been recognised in the profit and loss account An actuanal valuation of the Home Retail Group Pension Scheme was undertaken

on 31 March 2012, further details of which can be found 1o the financial statements of Argos Linited

The Company also contributes to the Home Retail Group Personal Pension Plan, a defined contribution pension scheme operated

by Home Retanl Group plc

The cost of the contributions for all schemes for the year 1s £190,000

13 Operating leases

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

2013 2012

£000 £000
Less than one year (2,497) (2,360)
Between one and five years (6,698) (7,933)
More than five years (4,072) (5,326)
Total operating leases (13,267) (15,619)

The Company leases three retail stores under non-cancellable operating lease agreements

19 Commitments

The Company had no capital commitments at the year-end or the prior year-end
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20 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 rights to the Habitat brand, its brand designs and mtellectual property m the UK and the Republic of Ireland, along
with the Habitat UK website, three of 1ts London stores and a share of trading stock, for a total purchase price of £24 5Sm  The
Group considers the acquistion to be a sigmificant addition to the existing portfohio of own brands and expects to leverage the
Group's multi-channel strength to develop the online proposition  Goodwill of £2,844,000 has been recognised on this wansaction,
which represents the synergies, assembled workforce and future growth potential of the business acquired

52 weeks 67 weeks

ended ended

2 March 3 March

2013 2012
£'000 £000

Recognised amounts of identifiable assets acquired and habihities assumed

Other intangible assets - brands - 18,047
Other intangible 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 paid - 24,500

21 Ultimate parent undertakings

The Company’s immediate parent undertaking 1s Home Retail Group (UK) Limited, a company registered in England and Wales,
by virtue of its 100% shareholding in the Company

The Company's ultimate and controlling party 1s Home Retail Group plc, 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 ple
Copies of these financtal statements are available from s registered office at Avebury, 489-499 Avebury Boulevard, Milton
Keynes MK9 2NW
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