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Annual report and financial statements
31 December 2017

Strategic report

Principal activities and business review

The principal activity of the company is that of an intermediate investment holding company in the retailing of toys.
The business continues to develop its core Hamleys brand through a variety of channels to market, principally retail,
internet and franchising.

Strate,
Hamlcifvs aim to be the most fun and memorable toy destination, with its strategic prlormes focusing on growmg
profit, cash and sales to significantly increase shareholder value over the medium:iterm. . Hamleys’ strategy is
structured around three key strategic pillars: o

o  Channel strategy — maximising customer reach

e  Product strategy — the right product range at the right price

e  Functional strategy — the foundations for improvement and growth

Hamleys’ strategy is aimed at improving profitability, generating cash and delivering sales growth by:

o Improving profitability and driving the existing business
o Improving the proposition for customers, particularly in the Regent Street flagship store
o Exiting all non-profitable markets and formats
o Improving cash margin in the business
o Implementing productivity improvements in the Hamleys business model

e  Growing the business
o Opening new stores in existing markets (especially travel formats) and new territories of scale

(largely on a franchise model)

o Developing channels and formats, including digital
o Developing wholesale market opportunities
o Improving the product range and sourcing strategy

e Supporting future business growth through its people strategy and IT infrastructure

In October 2017, the newly appointed management team at Hamleys conducted a fundamental strategic review of
the business. Following this strategic review, Hamleys have identified the need to mvest in the following areas
which have commences in 2018:

e Regent Street, as key flagship retail experience and tourist destination

e  Travel stores, as a key area of profitable growth

e Digital / online, to reflect changing customer and consumer behaviour ‘

s International growth in markets of scale, mainly on a franchise model, but also own-operated in selected

markets

e  Wholesale, to bring the Hamleys product range to other retailers
Risks

The management of the business and execution of the Company’s strategy are subject to a number of risks. Key
business risks and uncertainties are managed at a group level and full disclosure of the risks and uncertainties facing
the group are set out in the Annual Report of the parent company of the Group, Haileys Global Holdings Limited.

Results and dividends

The company delivered a loss before tax of £6,218,000 for the year ended 31 December 2017 (2016 loss before tax
of £714,000). The position of the company as at the year end is shown on page 9.
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Strategic report (continued)

Key performance indicators

The following are some of the principal KPIs used to monitor the performance of the group:

e  Sales and margin versus budget, last year and on a like for like basis;

e  Footfall, conversion, transactions and average transaction values versus budget and last year;
e  Stock and stock cover versus budget and last year;

e % of own brand sales versus budget and last year;

e  Costs versus budget and last year;

¢  Monthly store and channel trading contribution versus budget, last year and on a Ilke for like basis;
e  Monthly EBITDA profit after tax versus budget and last year;

e Weekly and monthly cash flow versus budget, last year and facility level;

e  Health and safety audits;

e  Product quality audits.

By order of the board

2 Fouberts Place
London
WIF7PA

Dated: 28 September 2018
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Directors’ report

The Directors present their annual report and the audited financial statements for the y;§g~¢pded 31 December 2017.

Y

Directors

The Directors who held office during the year and since the year end were as follows:

R Cunningham (Appointed 16 June 2017)
A Jablonowski (Appointed 24 July 2017)

Other Directors who served during the year:

G Reynisson (Resigned on 30 September 2017)
A Dunn (Resigned on 16 June 2017)

Dividend
The Directors do not recommend the payment of a dividend (20176: £nil).
Going concern

The Directors expect the retail climate through 2018 to remain uncertain and will continue to present an
unpredictable trading environment. However, in response to these tough market conditions, the Directors believe
the difficult business decisions made over the previous 12 months, and which continue to be made, have provided
some protection against potential future sales downturn.

Financial forecasts, including sensitivities, for the year have been prepared using conservative sales levels and cost
planning accordingly has been aligned to those sales estimates. The group has made coiisiderable effort to improve
cost base management, reduce cash levels tied up in working capital by managing stock orders on a just in time
basis, and ease pressures on cash flow by managing supplier expectations.

The Directors, after considering the financial forecasts, appropriate sensitivities, current trading and available
facilities expect the group and therefore the company to have adequate resources to continue in operational existence
for the foreseeable future. The Directors also anticipate that the existing funding facilities to remain in place.

The Company’s ultimate parent, C.banner International Holdings Limited (“C.banner”), has indicated that for at
least 12 months from the date of approval of these financial statements, it will continue to make available any
working capital funds as needed by the Group. C.banner continues to be extremely supportive of Hamleys, from
both a strategic and financial perspective. Recognising the difficult retail environment in the UK, C.banner has
agreed to support Hamleys by waiving interest on its shareholder loan, extending repayment terms of its shareholder
loan by 3 years, while providing additional funding in 2017.

As with any company placing reliance on other group entities for financial support, the Directors acknowledge that
there can be no certainty that this support will continue, although at the date of approval of these financial statements
they have no reason to believe that it will not do so.

Based on all of the evidence available, the Directors continue to adopt the going concern basis in preparing the
financial statements.
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Directors’ report (continued)

Disclosure of information to auditor

The Directors who held office at the date of approval of this Directors’ report confirm that, so far as they are each
aware, there is no relevant audit information of which the company’s auditor is unaware; and each Director has
taken all the steps that they ought to have taken as a Director to make themselves aware of any relevant audit
information and to establish that the company’s auditor is aware of that information.

Auditor

Pursuant to Section 487 of the Companies Act 2006, the auditor will be deemed to be reappomted and KPMG LLP
will therefore continue in office.

By orde?b% board .

{9

A'Jabjghowski ) 2 Fouberts Place
Director London
WIF7PA

Dated: 28 September 2018
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Statement of Directors’ responsibilities in respect of the strateglc report the
Directors’ report and the financial statements

The Directors are responsible for preparing the Strategic Report, the Directors’ Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law they have
elected to prepare the financial statements in accordance with International Financial Reporting Standards as adopted
by the European Union (IFRSs as adopted by the EU) and applicable law.

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
preparing these financial statements, the Directors are required to: -

o select suitable accounting policies and then apply them consistently;
¢ make judgements and estimates that are reasonable, relevant and reliable;
¢ state whether they have been prepared in accordance with IFRSs as adopted by the EU;

e assess the company’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern; and

¢ usethe going concern basis of accounting unless they either intend to llqu1date the company or to cease operations,
or have no realistic alternative but to do so. :

The Directors are responsible for keeping adequate accounting records that éfé'sufﬁ’éiet{t to show and explain the
company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are responsible for
such internal control as they determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error, and have general responsibility for taking such steps as are
reasonably open to them to safeguard the assets of the company and to prevent and detect fraud and other irregularities.

By order of the board

2 Fouberts Place
London
WIF7PA

Dated: 28 September 2018
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF THE

HAMLEYS GROUP LIMITED
Opinion

We have audited the financial statements of The Hamleys Group Limited (“the company}’) for.the year ended 31
December 2017 which comprise the statement of profit and loss and other comprehensive iicome, the balance sheet,
the statement of changes in equity, the cash flow statement and related notes, mcludmg th accountlng policies in note

i

In our opinion the financial statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2017 and of its loss for the year
then ended;

« have been properly prepared in accordance with International Financial Reporting Standards as adopted by the
European Union; and

s have been prepared in accordance with the requirements of the Companies Act 2006.
Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“lSAs (UK)™) and applicable
law. Our responsibilities are described below. We.- have fulfilled our ethical responsibilities under, and are
independent of the company in accordance with, UK ethical requirements including the FRC Ethical Standard. We
believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Going concern

We are required to report to you if we have concluded that the use of the going concem basis of accounting is
inappropriate or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basrs
for a period of at [east twelve months from the date of approval of the financial statements. We have nothing to report
in these respects.

Strategic report and Directors’ report

The Directors are responsible for the strategic report and the Directors’ report. Our opmlon \n ‘I e hnancral statements
does not cover those reports and we do not express an audit opinion thereon.

Our responsibility is to read the strategic report and the Directors’ report and, in doina s’o consider whether, based on
our financial statements audit work, the information therein is materially mxsstated or mconSIStent with the financial
statements or our audit knowledge. Based solely on that work:

o we have not identified material misstatements in the strategic report and the Directors’ report;

s in our opinion the information given in those reports for the financial year is consistent with the financial
statements; and

= in our opinion those reports have been prepared in accordance with the Companies Act 2006.

LI 3

Matters on which we are required to report by exception
Under the Companies Act 2006, we are required to report to you if, in our opinion: -

» adequate accounting records have not been kept, or returns adequate for our audlt have not been received from
branches not visited by us; or

» the financial statements are not in agreement with the accounting records and retumns; or
e certain disclosures of Directors’ remuneration specified by law are not made; or

e we have not received all the information and explanations we require for our audit.

We have nothing to report in these respects.
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INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF THE HAM‘LEYS GROUP LIMITED
(continued) )

Directors’ responsibilities

As explained more fully in their statemem set out on page 5, the Diréctors are responsnble for: the preparation of the
financial statements and for being satisfied that they give a true anid fair view; such intemal control as they determine
is necessary to enable the preparanon of financial statements that are free from material misstatement, whether due to
fraud or error; assessing the company s ability to continue as a going concern, disclosing, as appl:cable, matters related
to going concern; and using the going conicern basis of accounting unless they either intend to liquidate the company
or to cease operations, or have no realistic alternative but to do:so.

Auditor’s responsibilities

Our objectives are to obtain reasonable assurance about whether. the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to .issue our opinion in an audltor s report. Reasonable
assurance is a high level of assurance, but does not guarantee that an audit conducted in accordance with ISAs (UK)
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in aggregate, ithey could reasonably be expected to influence the economic
decisions of users taken on the basis of the financial statemmients. :

A fuller description of our responsibilities is provided on .A-.th'e;"i FRC’s  website  at
www. fre.ore.uk/auditorsresponsibilities. : e

The purpose of our audit work and to whom we owe our responsibilities

This report is made solely to the company’s. members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them.in an auditor’s report and for no other purpose. To the fullest extent permitted
by law, we do not accept or assume responsibility to-anyone other than the company-and the company s members, as
a body, for our audlt work, for this report, or for the opinions we have formed.

Graham Neale (Senior Statutory Auditor) L
for and on behaif of KPMG LLP, Statutory Auditor

Chartered Accountanis :
One Snowhill

Snow Hill Queensway

Birmingham

B4 6GH

28 September 2018
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Statement of profit and loss and other comprehensive income

for the year ended 31 December 2017

Other operating income
Administrative expenses
Impairment of investments

Operating (loss)/profit

Financial income
Financial expenses

Loss before tax
Tax on loss

Loss for the financial year

Other comprehensive loss
Other comprehensive loss for the year, net of income tax

Total comprehensive loss for the financial year

Note

2017
~£000

(3,033)
(2,442)

(5,475)

18
(761)

(6,218)
195

(6,023)

(6,023)

31 December 2017

2016
£000

137
(110)

27

12
(753)

(714)
89

(625)

(625)
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Balance sheet

at 31 December 2017 :
Note . . 2017 2016
£000 £000
Non-current assets : . '
Investment in subsidiaries 7 .. 24,214 26,656
24,214 26,656
Current assets
Trade and other receivables 8 .. 14,330 16,338
Cash and cash equivalents 9 - 39 59
R 3{'5,' 14,369 16,397
Total assets ' .- 38,583 43,053
Current liabilities .
Other interest-bearing loans and borrowings 10 (15,724) (14,963)
Trade and other payables . 11 (23,366) (22,574)
Total liabilities ' (39,090) - (37,537)
Net assets (507) 5.516
Equity
Share capital 13 : 1,319 1,319
Share premium - 4,316 4,316
Merger relief reserve 978 978
Retained earnings (7,120) (1,097)

Total equity (507) 5.516

These financial statements were approved by the board of Directors on 28 September 2018 and. were signed on its
behalf by: o

o
-

4

A JabJonowski
Dirggior

Company registered number: 2352435



Statement of changes in equity

Balance at | January 2016

Total comprehensive loss for the year
Loss for the financial year
Other comprehensive loss

Total comprehensive loss for the year

Balance at 31 December 2016

Balance at 1 January 2017

Total comprehensive loss for the year
Loss for the financial year
Other comprehensive loss

Total comprehensive loss for the year

Balance at 31 December 2017

The Hamleys Group Limited
Annual report and financial statements
31 December 2017

HISEN

Share Share Merger relief Retained
capital premium reserve earnings Total equity
£000 £000 £000 £000 £000
1,319 4,316 978 (472) 6,141
- - - (625) (625)
- - - (625) (625)
1,319 4,316 978 (1,097) 5,516

Share Share Merger :relief.;A.g B i{etained
capital premium reserve earnings  Total equity
£000 £000 £000 - £000 £000
1,319 4,316 978 (1,097) 5,516
- - - (6,023) (6,023)
- - - (6,023) (6.023)
1,319 4,316 " 978 (7,120) (507)
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Cash flow statement
for year ended 31 December 2017

Note 2017 2016
~ £000 £000
Cash flows from operating activities NN
Loss for the financial year (6,023) (625)
Adjustments for: h AN
Financial income 5 socie Y (18) (12)
Financial expense 5 761 753
Impairment of investments 7 2,442 ' -
Taxation 6 (195) (89)
(3,033) 27
Decrease / (Increase) in trade and other receivables . 2,008 (3.047)
Increase in trade and other payables . 792 5,637
Decrease in provisions - (289)
Net cash from operating activities ) (38) 2,328
Net cash from investing activities ‘
Acquisition of a subsidiary <. (2,442)
(38) (2,442)
Cash flows from financing activities .
Repayment of shareholder loan - -
Interest received ) T 18 12
St
Net cash from financing activities =5 8 12
- .
Net decrease in cash and cash equivalents Q20 ‘ (102)
Cash and cash equivalents at start of the year - 59 161
Cash and cash equivalents at end of year 9 39 59
oy

11
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Notes

(forming part of the financial statements)

1 Accounting policies

The Hamleys Group Limited (the “Company”) is a company incorporated and domiciled in the UK. The registered
number is 02352435 and the registered address is 2 Fouberts Place, London, WIF7PA.

The Company financial statements have been prepared and approved by the Directors in accordance with International
Financial Reporting Standards as adopted by the EU (“Adopted IFRSs”).

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented
in these financial statements.

I.1 Measurement convention :
The financial statements are prepared on the historical cost basis except where IFRSs require gﬁ alternative treatment.
1.2. Going concern '

The Directors expect the retail climate through 2018 to remain uncertain and will continue to present an unpredictable
trading environment. However, in response to these tough market conditions, the Directors believe the difficult
business decisions made over the previous 12 months, and which continue to be made, have provided some protection
against potential future sales downturn.

Financial forecasts, including sensitivities, for the year have been prepared using conservative sales levels and cost
planning accordingly has been aligned to those sales estimates. The group has made considerable effort to improve
cost base management, reduce cash levels tied up in working capital by managing stock orders on a just in time basis,
and ease pressures on cash flow by managing supplier expectations.

The Directors, after considering the financial forecasts, appropriate sensitivities, current trading and available facilities
expect the group and therefore the company to have adequate resources to continue in operational existence for the
foreseeable future. The Directors also anticipate that the existing funding facilities to remain in place.

The Company’s ultimate parent, C.banner International Holdings Limited (“C.banner”), has indicated that for at least
12 months from the date of approval of these financial statements, it will continue to make available any working
capital funds as needed by the Group. C.banner continues to be extremely supportive of Hamleys, from both a strategic
and financial perspective. Recognising the difficult retail environment in the UK, C.banner has agreed to support
Hamleys by waiving interest on its shareholder loan, extending repayment terms of its shareholder loan by 3 years,
while providing additional funding in 2017. :

As with any company placing reliance on other group entities for financial support, the bireétors acknowledge that
there can be no certainty that this support will continue, although at the date of approval of these financial statements
they have no reason to believe that it will not do so.

Based on all of the evidence available, the Directors continue to adopt the going, concern basis in preparing the
financial statements.

1.3. Foreign currency

Transactions in foreign currencies are translated to the Company’s functional curre-n'cy at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Foreign exchange
differences arising on translation are recognised in the statement of profit and loss. Non-monetary assets and liabilities
that are measured in terms of historical cost in a foreign currency are translated usmg the exchange rate at the date of
the transaction.
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Notes (continued)

1 Accounting policies (continued)
L.4. Classification of financial instruments issued by the Company

Following the adoption of 1AS 32, financial instruments issued by the Company are treated as equity only to the extent
that they meet the following two conditions:

(a) they include no contractual obligations upon the company to deliver cash or other financial assets or to
exchange financial assets or financial liabilities with another party under condltlons that are potentially
unfavourable to the company; and

(b) where the instrument will or may be settled in the company’s own equity instruments, it is either a non-
derivative that includes no obligation to deliver a variable number of the company’s own equity instruments
or is a derivative that will be settled by the company’s exchanging a fixed amount of cash or other financial
assets for a fixed number of its own equity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the
instrument so classified takes the legal form of the company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.

L.5. Non-derivative financial instruments

Non-derivative financial instruments comprise trade and other receivables, cash and cash equlvalents loans and
borrowings and trade and other payables.

Trade and other receivables .
e gl

Trade and other receivables are recognised initially at fair value. Subsequent to initial recognition they are measured
at amortised cost using the effective interest method, less any provision for impairment.

A provision for impairment of trade receivables is established when there is objective evidence that the Company will
not be able to collect all amounts due according to the original terms of the receivables. The amount of the provision
is determined as the difference between the asset’s carrying amount and the present value of estimated future cash
flows, and is recognised in the statement of profit and loss in administrative expenses.

Trade and other payables

Trade and other payables are recognised initially at fair value. Subsequent to mltlal recogmtlon they are measured at
amortised cost using the effective interest method.

Cash and cash equivalents ' - P
Cash and cash equivalents comprise cash balances and call deposits.
Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable.transaction costs. Subsequent to
initial recognition, interest-bearing borrowings are stated at amortised cost using the effective interest method, less
any impairment losses. L s

[

1.6. Intra-group financial instruments WUy

Where the Company enters into financial guarantee contracts to guarantee the indebtedness of other companies within
its group, the company considers these to be insurance arrangements and accounts, for jthem as such. In this respect,
the Company treats the guarantee contract as a contingent liability until et e
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Notes (continued)

1 Accounting policies (continued)
1.7. Impairment excluding inventories, and deferred tax assets
Financial assets (including receivables)

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine whether
there is objective evidence that it is impaired. A financial asset is impaired if objective evidence indicates that a loss
event has occurred after the initial recognition of the asset, and that the loss event had a negative effect on the estimated
future cash flows of that asset that can be estimated reliably.

An impairment loss in respect of a financial asset measured at amortised cost is calculated as the difference between
its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original effective
interest rate. Interest on the impaired asset continues to be recognised through the unwinding of the discount. When
a subsequent event causes the amount of impairment loss to decrease, the decrease in |mpa|rment loss is reversed
through profit or loss. Pt

Non-financial assets AR

The carrying amounts of the Company’s non-financial assets, other than invenioriés and deferred tax assets, are
reviewed at each reporting date to determine whether there is any indication of impairment. [f any such indication
exists, then the asset’s recoverable amount is estimated. For goodwill, and intangible.assets that have indefinite useful
lives or that are not yet available for use, the recoverable amount is estimated each year at the same time.

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its fair value less costs
to sell. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax
discount rate that reflects current market assessments of the time value of money and the risks specific to the asset.
For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the smallest
group of assets that generates cash inflows from continuing use that are largely mdependent of the cash inflows of
other assets or groups of assets (the “cash-generating unit”™).

An impairment loss is recognised if the carrying amount of an asset or its CGU exceeds its estimated recoverable
amount. Impairment losses are recognised in profit or loss.

Impairment losses recognised in prior periods are assessed at each reporting date for any-indications that the loss has
decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates used to
determine the recoverable amount. An impairment loss is reversed only to the extent that the asset’s carrying amount
does not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no
impairment loss had been recognised. .

1.8. Provisions

A provision is recognised in the balance sheet when the Group has a present legal or constructive obligation as a result
of a past event, that can be reliably measured and it is probable that an outflow of economlc benef‘ ts will be required
to settle the obligation. S T

1.9. Expenses

Financing expenses oo

Financial expenses comprise interest payable on bank overdrafts and shareholder loans and unwinding of the discount
on provisions.
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Notes (continued)

1 Accounting policies (continued) D

L.10. Taxation . -

Tax on the profit or loss for the period comprises current and deferred tax. Tax is recognlsed in the statement of profit
and loss and other comprehensive i income except to the extent that it relates to ltems recognlsed dlrectly in equity, in
which case it is recognised in equity. .

Current tax is the expected tax payable or receivable on the taxable income or loss for the period, using tax rates
enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous
periods.

Deferred tax is provided on temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. The following temporary differences are not provided
for: the initial recognition of goodwill; the initial recognition of assets or liabilities that affect neither accounting nor
taxable profit other than in a business combination, and differences relating to investments-in subsidiaries to the extent
that they will probably not reverse in the foreseeable future. The amount of deferred tax provided is based on the expected
manner of realisation or settlement of the carrying amount of assets and liabilities, using tax rates enacted or substantively

enacted at the balance sheet date. \

A deferred tax asset is recognised onl‘y to the extent that it is probable that future profits will be available against which
the temporary difference can be utilised.

1.11.  Updates to IFRS

A number of amendments to standards and interpretations took effect from 1 January 201 7. “These changes have been
considered in preparing the financial statements of the Company, however none ofthese have had a significant effect.
Further, a number of new standards, amendments to standards and interpretations, are effectlve for annual years
beginning on or after | January 2018 and have not been applied in preparing these financial statements. Again, none
of these are expected to have a significant effect on the financial statements of the" Company and the Company has
chosen not to adopt any of the above standards or interpretations early.

R
e

ey b

2 Other operating income
2017 2016
£000 £000
Rental income - 137
3 Expenses and auditor’s remuneration
Included in profit/loss are the following: ‘
N 2017 2016
£000 £000
Management recharge in respect of Directors’ emoluments and senior employees - 729
Redistribution of Directors’ and senior employees emoluments to subsidiaries - (729)
Foreign exchange (gains)/losses (127) 38

Auditors renumeration:
Audit of these financial statements

N

Amounts receivable by the Company’s auditors and their associates in respect of Sér'\fice‘s to the Company and its
associates, other than the audit of the Company’s financial statements, have not been disclosed as the information is
required instead to be disclosed on a consolidated basis in the financial statements of the Company’s UK parent,
Hamleys Global Holdings Limited.
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Notes (continued)

4 Directors’ emoluments and staff numbers

The emoluments of the Directors are borne by other group companies and disclosed within their financial
statements. With the exception of the Directors, the company has no employees. .is v %"

Dt A

In relation to the highest paid Director:

2016
£000
Directors’ remuneration 207
Other pension costs 20
266 227
5 Financial expense
Recognised in profit or loss
2017 2016
£000 £000
Financial income T
Interest income on unimpaired financial assets 18 12
Finance expense
Interest expense on shareholder loan 761 753
B i
6 Taxation : R .
Recognised in the income statement CRs o wn. g
' 12017 2016
.. £000 £000
Current tax expense w1
Adjustments for prior periods e 67) -
Group relief recoverable ‘ (128) (89)
Current tax credit (195) (89)
Deferred tax expense
Origination and reversal of temporary differences - -
Deferred tax expense - -
Total tax credit (195) (89)
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Notes (continued)

6 Taxation (continued)

Reconciliation of effective tax rate

2017 2016
£000 £000
Loss for the period (2,915) (625)
Total tax credit (195) (89)
Loss excluding taxation S (3,110) (714)
Tax using the UK corporation tax rate of 19.25% (2016: 20.00 %) i RERIERS (598) (I;13)
Expenses not deductible for tax purposes ' ST 870 54
Adjustments for prior periods (67) -
Total tax credit

£ 1 (195) (89)

Reductions in the UK corporation tax rate from 20% to 19% (effective from 1 April 2017) was substantively enacted
on 26 October 2015. An additional reduction to 17% (effective from 1 Aprii 2020) was enacted on 6 September 2016.
These changes will reduce the company’s future current tax charge accordingly.

7 Investments in subsidiaries

£000
Cost:
At 1 January 2017 26,656
Additions -
At 31 December 2017 26,656
Provision for impairment:
At 1 January 2017 -
Impairment in the year ERI . (2,442)
At 31 December 2017 T (2,442)

: - ¢

Net book value; S
At 31 December 2017 ¥ L 24,214
At 31 December 2016 ‘ . 26,656

During the year ended 31 December 2016, the company acquired 80% of the share capital of Hamleys Nordics Aps

and its subsidiaries (Hamleys Finland Oy, Hamleys Denmark Aps, Hamleys Swedven AB and Hamleys Norway AS)
for £2,442,000. ;

During the year ended 31 December 2017, the Company fully impaired its investment in Hamleys Nordic Aps, an
80% owned subsidiary incorporated in Denmark. The Company carried out a review of the recoverable amount of the
investment, previously carried at cost of £2,442,000, and determined that the recoverable amount was £nil.
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7 Investments in subsidiaries (continued)

The company’s subsidiary undertakings, all of which are owned directly are as follows:

Country of Principal activity Ordinary Shares
Incorporation 2017 . 2016

Hamleys of London Limited United Kingdom Toy retailing C - 100% 100%
Hamleys (Franchising) Limited United Kingdom Franchise company R 1.00‘% , 100%
Scrumpalicious Limited United Kingdom Retailing o 100% 100%
Luvley Limited United Kingdom Retailing e 2 100% 100%
Hamleys Asia Limited Hong Kong Import company . 100% 100%
Hamleys Toys (Ireland) Limited Ireland Toy retailing © 100% . 100%
Hamleys Finland Oy Finland Toy retailing .. 80% 80%
Hamleys Nordic Aps Denmark Holding company L. 80% 80%
Hamleys Denmark Aps Denmark Toy retailing ’ 80% 80%
Hamleys Sweden AB Sweden Toy retailing 80% 80%
Hamleys Norway AS - Norway Toy retailing - 80% 80%

8 Trade and other receivables
2017 2016
£000 £000
Trade receivables due from related parties o 14,330 . 16,257
Other debtors - 81
14,330 16,338

9 Cash and cash equivalents

et 2017 2016
£000
Cash and cash equivalents 59

10 Other interest-bearing loans and borrowings

This note provides information about the contractual terms of the Company’s interest-bearing loans and borrowings,

which are measured at amortised cost. For more information about the Company’s exposure to interest rate and
foreign currency risk, see note 14.

2017 2016
£000 £000
Non-current liabilities
Unsecured shareholder loan - -
Current liabilities -
Unsecured shareholder loan oo 15,724 14,963

The shareholder loan totals £15,724,000 (2076: £14,963,000) and is repayable on demand. The loan carries interest
at LIBOR +4.6%. l

The loan is unsecured.
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11 Trade and other payables

2017
£000

Current .
Trade payables due to related parties : 22,305
Other creditors N 61
23,366

12 Provisions

At beginning of year
Provisions used during the year

At end of year

2016
£000

22,567

22,574

2016
£000

289
(289)

The provision in the prior year related to an onerous lease for certain land and buildings. The provision represented
the Director's best estimate of the obligations at each reporting date. The provision was fully utilised during the prior

year.

13 Capital and reserves

Share capital
2017

© £000

Allotted, called up and fully paid

23,740,354 ordinary 5 5/9p shares 1,319

2016
£000

1,319

Details of all movements in reserves for the Company are shown in the Statement of Changes in Equity. A description

of the nature and purpose of each reserve is given below:

Merger relief reserve

The merger relief reserve comprises the excess of the fair value of consideration' recelved over the nominal value of

shares issues, and is not distributable.
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14 Financial instruments

Financial risk management

Senior management and the Directors have overall responsibility for the oversight of the Company’s risk management
framework. Senior management and Directors review and manage risk on an ad hoc basis when required through
specific consideration of transactions. When identified, agreed actions are taken to mitigate these risks.

Credit risk

Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to meet its
contractual obligation and arises principally from the Company’s intercompany receivables.

The company is also exposed to credit risk arising from other financial assets, which comprise of cash. The Company's
exposure to credit risk arises from the default of the counterparty with a maximum exposure equal to the carrying
value of these instruments if a counterparty to a financial instrument fails to meet its contractual obligation

Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due by ensuring
that there is sufficient cash or working capital facilities to meet the Company’s cash requ"irements

The risk is measured by review of forecast liquidity each month to determine whether there are sufficient credit
facilities to meet forecast requirements. Cash flow forecasts are submitted monthly to the Directors. These continue
to demonstrate the strong cash generating ability of the business and its ability to operate within existing agreed
facilities.

Market risk

Market risk is the risk that changes in the market prices, such as foreign exchange rates and interest rates will affect
the Company's income. The Company's exposure to market risk predominately relates to interest rate risk.

Interest rate risk

The Company is exposed to the risk of interest rate fluctuations mainly with regard to the interest expense on the debt
carried by Hamleys Global Holdings Limited. The Company's intercompany borrowings incur variable interest rate
charges linked to LIBOR, plus a margin. The Group's policy aims to manage the interest cost of the Company within
the constraints of its financial covenants and business plan. .

3

Capital risk management

The Company’s objectives when managing capital are to safeguard its ability to continue as a going concern in order
to optimise returns to its shareholders. The Board’s policy is to retain a strong capital base so as to maintain investor,

creditor and market confidence and to sustain future growth. The Directors regularly monitor the level of capital in
the Group to ensure that this can be achieved.

Fair value disclosures SR a0

The fair value of each class of financial assets and liabilities is the carrymg amount based on the following
assumptions:

'-uﬂ'

Trade receivables and trade payables The fair value approximates to the carrymg -value because of the short
maturity of these instruments.
Long-term borrowings Based on calculations performed by management the fair value of the

shareholder loan is not materially different to its carrying value.
Therefore, the fair value approx1mates the carrying value reported in
the balance sheet.

20
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14 Financial instruments (continued)

Fair value hierarchy S )
Financial instruments carried at fair value should be measured with reference to the.following levels:
® Level |: quoted prices in active markets for identical assets or liabilities

® Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices) and

® Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs)
All financial instruments carried at fair value have been measured using a Level 2 valuation method.

The fair value (which is equal to carrying value) of financial assets and liabilities are as follows:

, 2017 2016

£000 £000

Cash and cash equivalents 39 59
Trade and other receivables - 14,330 16,338
Total financial assets 14369 16,397
Trade and other payables S R -hv".'253,366 22,574
Borrowings at amortised cost o 15,724 14,963

Total financial liabilities ’ ) 39,090 37.537

Financial instruments sensitivity analysis

In managing interest rate risk, the Company aims to reduce the impact of short-term fluctuations on its earnings. At
the end of each reporting period, the effect of hypothetical changes in interest rates is as follows:

The table below shows the Company's sensitivity to interest rates on floating rate borrowings (i.e. shareholder loan
borrowings which attract interest at LIBOR +4.6%) if interest rates were to change by +/-1%. The impact on the results
in the statement of profit and loss and other comprehensive income and equity would be.

Interest rate sensitivity analysis

2017 2016

Increase/ [ncrease/

(decrease) in (decrease) in

equity equity

£000 £000

+1% movement in rates ' oo o (187) (142)
-1% movement in rates . PR TREN 1Y/ 142

There are no material movements in profit and loss for the year.

15 Commitments

The company has £nil commitments, including £nil capital commitments for which no provision has been made in
the financial statements (20/6: £nil). ‘

21
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16 Contingencies .
There is a cross-guarantee in place between certain group companies in respect of the current year bank facilities.
The Company exposure at the end of the year is £nil (2016 £nil).

17 Related parties

Transactions with key management personnel — Directors’ emoluments
No Directors’ emoluments are recharged to the Company.

Other related party transactions L
Administrative expenses incurred

from
2017 2016
£000 £000
Parent company
Shareholder loan interest ’ 761 - 753

Receivables outstanding Payables outstanding

2017 2016 2017 2016
£000 £000 £000 £000
Parent company
Hamleys Global Holdings Limited - 739 19,174 17,339
Subsidiaries
Hamleys of London Limited 9,744 9,744 7,095 10,684
Hamleys (Franchising) Limited 509 509 6,847 4,342
Hamleys Toys (Ireland) Limited 3,103 2,438 5,805 5,152
Scrumpalicious Limited 346 346 - -
Luvley Limited 628 . 628 - -
Hamleys Finland Oy - v 190‘ . 108 -
Hamleys Nordic ApS - l 663 . - -
14,330 16,257 39,029 37,530

18  Ultimate parent company

Al n

The Company is a subsidiary undertaking of Hamleys Global Holdings Limited, a company incorporated in England.
This is the smallest group in which the results of the Company are consolidated. - Copies of the group financial
statements are available from the Registrar of Companies, Companies House, Cardiff. The Company's ultimate parent

company and controlling party is C.banner International Holdings Limited, a company incorporated in Bermuda and
listed on the Hong Kong Stock Exchange. The company office address is Unit 2904 29th Floor, Far East Finance
Center, 16 Harcourt Road, Hong Kong.

19 Post balance sheet events

On 11 January 2018, the store in Norway closed and Hamleys Norway AS creased trading. On 15 January 2018, the
store in Sweden closed and Hamleys Sweden AB also ceased trading. On 26 April 2018, Hamleys Denmark ApS filed
for bankruptcy. These entities are wholly owned subsidiaries of Hamleys Nordic ApS. This does not impact the
financial statements of The Hamleys Group Limited as the investment in, and recelvab]e from Hamleys Nordic ApS
were already fully written down as per 31 December 2017.

On 7 May 2018, the Dundrum store in Ireland closed and the Company ceased trading. s .

N



