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A copy ol this docimeny, which comprises listing particalirs relising o Mamley s ple prepared in accordance with d
the listing rules mpde unday sectiog 142 of b Financial Secvices Ay LI8G, by been delivered 1y the Registrar of ‘ J,,"
Companies in England an Wales for registration jn dccordance with section 19 of thar Acr, ur
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Persons reeeiving this document should nore thast, I connection with he Placing and Inwrmediarics Offor,
J O Hambro Magan & 'Ckmup'.a.ny Linsited divd Cazenove & Co, are noving for Famleys ple and np-one else nd will
fot be cesponsilile 1 ivyang ciler than Flamieys ple far providing the protections af] forded o dieir respeciive

customers or for providing advice iy refation to either the tacing or the Intermediaries Ofler.
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Co.
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Placing and Offer Statistics
Ofter P'rice

Number of ordinary shares being
‘‘‘‘‘ placed firm
e placedd subject w0 reeall 1o satisfy valid applications under the
Intermediaries Offer and from Prefevential Applicants

Ordinary shares in issus following the Placing and Oifer
Marker capitalisation au the Offer Price

Estimated otal proceeds of the Placing and Ofler receivable by the
Company, ner of expenses

Earnings per ordinary share Tor the year endecl 20 January [994
----- on an aciual basis (nate 1)
— on & pro forma basis (nole 2)

Price earnings multiple at the Offer Price
— o1 ah actial basis
e 03 22 PP forma hasis

Motional net dividend per ordinary share for the year cnded 79 January
1694 (nowe 3)

Notional gross dividend yicld at the Offwr Price {(note 4)
National dividend cover based on pro forma earnings per ordinary shave

MNetes

18Bp

3,719,351

4,618,112
292,84 1.028

£42.% million

£192.0 million

11.8p
10.4p

5.7 tirnes
V3B times

4.7p
3.9 per cent,

2.2 timces

1) Ve cavnings per shive on an actal basis far the year ended 28 Janua, 1994 have been extracted from the

Acconmiants Keport set ot i Part 1V of this docuinent,

2} ‘The pro foema, carnings per shave for b year ended 20 January 1894 are based on the number of ordinary shares

witich will bie i issue following the Pacing and Oflier, as set ont in Pare Vool this docmenst.

3 The notenal net dividend per share is expladned o seciion 8 of Pasi 1 of this document.

1) “The notional gross dividend yield is calenlated by expressing the notounl gross dividend for the year ended
4y January F904, being the otional net dividend of 4. 7p pee shave with Upe assoeiated 20 per cent. ay oretlit, asa

percentige of the Ofler Price.

I - ey "‘\'F‘r; r~ -‘-' '.""" -
Expected Timetable
Latest time for receipl of complened application forms
“und cleared fundls frowm Intermediavies

Announcement of resuit of Interm ediaries Olfer
anel basis of allocation

Despatch of renounceable leners © fadlocation
Pealings commence

Latest lime Tor splitting

Latast time for registration ol ven unclation

Pespaich of definitive share certificates

12 noon ann Wednesday, 4 May 1994

Thursday, 5 May 1994

Thursday, 5 May 1994

Friday, G May 1504

.00 p.n. on Thursday, 26 May 1904
3,00 p.m. on Tuescay, 31 May 1994

by Tuesday, 14 June 1994
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Part I Key Information
The following information is devived (rom, and shogld be read in conjunction with, the full
text of this document,

Background

Hamleys is a unique, prestigious, internationally recognised and successful specialist retailer
of toys, games and gifts,

ol the oldest and best known toy rewailers in the world with an internationally
sed brand name.

ML Teis on
Fecog

B s (tagship Regent Screer store s in one of London’s leacting 1ourist shopping
destinations and this location, together with Hamleys' international reputation, atracts
substantial numbers ol tourist visitors to the store.

The combination of UK and international customers differentiates Hamleys [rom other

Loy retailers and ensures # more balanced, year round business which is less dependent

an trading in the Christmas period,

B The Regent Sureet store currently stocks a significantly larger runge ol toys, games and
gifis for all ages than any other UR specialis wy reiler,

B Famleys” custemer and product mix enables the Company to achieve high margins,

B The Regent Street store provides o special vetail environment. Seven floors of Loys and

games, approximately 40,000 procuct lines, sulbstantial numbers of praduct

demonstrators, specialist displays and concessions combine to create an a tmosphere of

activity, fun and entertainment.

Hamileys' new manag rment Leam hag developed a stratogy lor uture Tl“:'l.vtl', capitalisirer o

) 3 H 3 I g
the Company's strengths, Steps have already been taken o expand the Company's business
beyond the Regent. Street store,

Success(ul management tean
Following a succession of ownership and management changes, a new management team
(Howard Dyer and Stephen Woodbridge) has been in place since Febru ary 1991, Togelher
with existing Flamleys management. they have transformed the Company's performance
and refocused Hamieys on its traditional strengths and attractions, Over this three year
period, operating prefius have fncreased from £980,000 w0 £3.6 million, This has bean
achleved through:
W Refurbishment of the Regent Street store 1o crence additional sales area, enhance

displays and improve bouh store layout and merchandisin g systems,

B Containment of the cosi base against a background of increasing sales and the opening
of new shops,

B A refined product range and sirengthener relationships witly major suppliers
encoutaging greater supplicr participation in the store throw gh demonstrations and
clisplays.

B better management aod financial controls, resulting in substantial reductions in
surpius stocks.

page 3




Selective and successlul new 1Eniv‘i"uiv<'s have been aken to enable the Company to benefic
from both the tourist trade and (s established brand name,

# New shops were opened at Heathrow Terminal 4, in May 1941, and at Covent Garden,
in November (403, Ihme shops are wrgetted o -capitalisc on che craveller and tourist
markets.

W Since September 1992, Hamleys has supplied "Shyflyers” children's travel activity packs
1o British Alrways.
Trading and eperating performance

Sar out below is a svmmary of Hamleys® rading record [or the three vears ended

1 [
20 Janvary 1994, which has been extracied rom the Aceountants’ Report, togather with
cerinin operaling statistics Jor the Company.

1992 1993 1994
Lodg L1000 £ea00

Turnover 16,28 t) ] 1’,-8 :Ei 8 20,915
Operating profit *-JfS(I ;.. !G I 5,585
(Loss)profic efore tax {340) 1.2 !2 () 2,606

Cnpee R by

RSN R R e DR g R b b P DAL A AR AR R RIS RN R e e e

1z caghilow 1,084 2,828 4,B50G

PR TT LL  LrRa LL T T E E  E  EEP F Ry R P P N Y T S L PR PR T ST L P PE RO LA

Mo oper
Qperaling margin 3.0% 13,40 L7209
..,“,“.,““..“....h‘.,.".“,“”...........r,k..,n...u.uw““- R R R ERT O e r it b e dd g g bl EF TR # b A g d Eu g ST R E b (A i rw g F i d EOE g dd g h i A P H
‘.5" 1 40" 445

Chperating o[xtpm sault, ufsvih ;_1, .,| £ i‘.-i-.,’l 22 £’4l 76

ITTTI TR u..-uu»-.n--.uuuuwuun I L LTI L T T e T Ty LR R ST L E T Y P P L TP L TR T PR Y P

Turnover per ¢

hu nover per full- me cquivatent em Jlﬂ"[‘l“ (‘c’()i’!@) 85 98 108

C’ﬁ‘:rr.’_‘i‘.‘{l.l_. 2 profit per f'uH-Lirncr t:quiw;rh:n( employe
{.1;‘“!.)!)()) 81 18,2 18.6

T Y R R T T L Lt Lt T R L T L I I T R R L T e e R Py L L T P L P SRR ST AT T

Selling space (000's s, L) 43,9 44.5 47.0
Growth prospects

The Directors have developed a strategy for the fature growth of the Group based on the

successiul Regent Sureet store and wilising the Gompany’s internationally recognised brand

name, tourist appeal and oy retailing experdise,

The Dhirecors believe that there are opportunities lor growth in the following areas:-
E J

B Regent Streel
Kl.en, is further scope 10 mlpmw- profits at the Regent Street store through refining the
product mix, unpmwn; g ins, product displays, stock management systems and
converting mare visiors into paying custontets,

Tourisls

Hamleys intends to build on its imernational reputation through additional shops in
aveas of high tourist aciivity (such as Covent Garden) or where there is travel-related
bugingss (such as Hear \nowl Such additional sheps are expected to provide profitable
growth and less-seasonal sales patterns compared with other speciadist 1oy vevailers,
"This strategy has already resulted in the signing ol an agreement {ov a new shop at the
entrance to the Channel Tunnel,

o - %
/i)
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Toy retailing shifls

Hamleys intends to wtilise its considerable experience and expertise in wy retaling 10
develop additional business without using the Hamleys name. Contracts have been
signed recently for Harnleys to select and supply the range of products to be sold by the
toy departments of 24 House ol Fraser stores. Hatnleys will also operate 18 of these
departments on a full-time or seasonal basis. further similar opportunities will be

pursued.

Hamleys' brand nawe

The Directors believe that Hamieys' own-branded product range is presently under-
developed and the Cormpany is seeking to ex pand its range of awn-branded toys, classic
games and tourist souvenirs, This will further dilferentiate Hamleys [rom other oy
retailers and may also lead in the medium term to the establishment, on a (ranchise or
joint venwure basis, of Loy shops in major cities overseas and of a specialist rmail order
business.

:ﬁ?
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Part

- I Information on Hamileys

1. Introduction aad historical development

Harnleys is a unigue, presigious, internationally recognised and successful specialist retailer
of toys, games and gifls. 1L is one of the oldest and best known 1oy vetailers in the world and
its Mlagship Regent Street store is one of the world's fargesi 1oy shops.

Harnleys' international repuiation is enhanced by the paironage of famous persanalities
which also generates media intevest and publicity for the Company, The Regent Street store
is in onc of Londen's leading wurist shopping destinations.

‘The Company is currently the holder of the Royal Warrant for toys and sports. IL was
ariginally granted a Royal Waerant by Queen Mavy in 1932 and received a second Royal
Warrant from Queen Ulizaberh 11 in 1055,

‘The bustness dates back 1o 1760 when William Hamley opened @ toy shop in Holborn,
making Hamleys one of the longest established rewilers in London, The store has been
hased in Regent Streat for approximately 100 years, where it has acquired a reputation for
heing the largest and most comprehensive toy stove in the UK, From 1976, the business was
a non-cove subsidiary of several large retail groups until its acquisition by a management
buy-in team in May 1989, [n February 1991, continued uusauisthctory performance led the
then board Lo commission Howard Dyer and Stephen Woodbridge (who had previously
held beard and senior management positions, respectively, with Williams Holdings ple) wo
undertake a complete reviow of the Company's business.

The mplemeniation of this review included the restrociuring of tie retailing and
purchasing operations, improvements in the quality of management systems ancl reductions
of s1afl numbers, The Company was suctessiully refinanced in January 1992, when is share
capital was reorganised, raising approximately £3 million rom existing shavehalders. At the
same ime, Howard Dyer and Swephen Woodbridge were appointed Chief Execative and
Cperations Director, respectively, and each subseribed for shares in the Company. They
have subsequently been appointed Chairman and Managing Divector, respectively.

This new management weam, in conjunction with Michael Riddy, who had been appointed
Finance Divector in Octeber 1990, is committed o the development of Hamleys as an
independent company. The Board has developed a revised business suruegy 1o build on the
success and growth of the Regent Street siorve, Hamleys' acknowledged oy reailing
expertise and the international recognition of its brand name.

Hamicys' operating profits have grown front £680,000 for the year ended 31 January [RUSY
to £3.6 million lor the year ended 29 janaary 1994, hs business has proved vesilient in the
face of an increasingly competitve toy reail market and recent recessionary pressures.

2. Hamleys’ market

!
X

ajﬁl;

page &

The UK toy reinil markel

The oy retail market in the UK is dominated by national spedialist toy reailers, catalogue
outlets and bigh sceet general vetailers. The major vetailers within these three categories
are Toys “R" Us, Argos and Woolworths, respectively.
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=== Toys “R™ Us is an international toy rewail chaircwhich opevates warchouse-style, self-
service outlets selling a wide range of toys and other childven's merchandise,

- Argos' catalogucs list a wide range of products, not solely focused an toys, in which Argos
has a limited range.

~-— Woolworths is a general retailer and its high street chain has a limived range of Loy
produgts.

Whilst the overall 1oys and games marker in the UK has grown significantly over recent

years, to an estimated value of approximmely £1.3 billion 1n 1992 (Sowrcer MINTEL), this has

been substantially due wo sales of Sega and Nintendo compmer games. These products are

widely distributed and increasingly being sold through high strect record and clectrical

vetailers leading Lo increasing competitive price pressure.

Demographic trends to the year 2000 (as indicated by HM Government Seaistics) indicate

an inerease i the number of children under the age of 15, Furthermore, there is expected

to be an increase in the parenygrancparent popalition, who are significant spenders in the
toy market, The Directors believe (that these faclors will benefic the UK toy market,

Heamleys” position in the UK toy mariet

Hamleys has suceessfully differentiated itsell from national oy retailers and the Direclors

belicve that Hunleys pccupies o unique position tn the UK toy marker cue to:

B Flamleys' reputation, history, the “Hamleys man” logo and packaging, which wogether
attract considerable numbers of touriscs

B its prestigious Regent Swreel sive in the heart of London’s West End

B the Regent Steeet store's special retall environment featuring active demonstrations,
cigplays and “hands on” experience of woys, ereating an aumosphere of Tun and
gniertainment

m the Regent Sereet siore’s product range of approximaicly 40,000 lines, which is
significantly larger than that of any other UK oy retaiior and incledes a wide range of
specialist tays lor collectors

the Regene Street store's role as a showease [or new product launchies

the publicity and media iuterest deviving from Hamleys” experience and oy retailing
sRpertise.

HMamleys is the pre-cminent provider of toys and games in London’s West End, A Disney
store opened on Regent Street in 1890 and Warner Bros. is proposing 1o open a shop
adjacent to the Regent Street store lawer this year, The Directors believe that the presence of
these stores will serve 1o atract more visitors 10 Regent Sireet, enhancing the sales potential
at the Regem. Sireet store, High profife London department stores, such as Harreds and
Selfridges, offer an ahernative shopping experience 1o Humleys, Flowever, such stores, with
their diverse product ranges, offer a smatler range of toys amd games than the Regent Streel
store,

A
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Hamleys” customer bose is wider than thac of other specialist 10y retailers as a resuit of its
internationally tenowned name, extensive product range and the Regent Street store’s
location in a major London tourist shopping destination. In addition to the London market,
Hamleys' customer base extends 1o overseas visitors, UK residents visiting London and oy

4111 i R T
(el e e S R
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cotlectors,

The tourist trade contributes significantly to the Regent Street store’s sales and is an
important factor in reducing the seasonality of the store's turnover, promoting international
awareness of the Famleys brand name and enabling the schievement of high margins on
certain products. In 1892, the latest. year for which MINTEL Mgures ave available, the
proportion of Hamleys’ turnover generated in the fourth quarter of the year was 42 per
cent compared with 85 per cent, lor specialist toy resailers in general.

3. Management team initiatives

The current management team, led by Howard Dyer and Stephen Woodbridge, together

with Michael Ricely, has subsiantially improved controls, revised operating practices and

arranged a relinancing of the Company. A number of key actions have been taken:
4 g }

B Avelurbishment ol the Regent Strect stove, which ook 12 months, was completed in
‘ June 1993, The refurbishment improved both customer circulation through the store
| and the accessibility of products through better Hghting, flooring, signage and location
‘ ofills, As pare ol the refurbishment, 2,400 sq. L olwading space was created on the
fifth {loor by relocating the Company's administrative Runctions. Flamleys' expendiwre
on the refurbishment was £1.8 million; the refurbishment of the lower ground Moor was
carried out by the lower ground Moor concessionaires.

:
; Aseries of retail improvements have been made, with an emphasis on detail and
E retailing discipling, Merchandise has been re-organised by brand and relocated o

maximise sales poiential. Improved stock control and the introduction of a new,
electronic surveillance system. have reduced stock losses.

Surplus stock was reduced by approximately £1.89 million during the year endecl 31
January 1892 (allowing (ke Company 1o surrender 40,000 sq. {t. of ternporary
warchouse space),

B Warehouse operating procedures have been subjected 1o greater control and Lransport

I utilisation has been improved,

B The cost base has been contained against a background of increasing sales and the
opening of new shaps. Stafl costs as a percentage of sales have [llen from 17 to 14 per

i cent. over the past three financial years, Over the same period, other operating costs as

a percentage ol sales have fallen from 28 to 20 per cent,

B Relztionships with a number of important suppliers have been strengthened, resulting
e addidonal supplier-provided displays snd demonstrations and the ¢reation of
dedicated arcas including the World of Barbie centre and the LEGO/Duplo centre.

In addition 10 these measures, the Directors have undertaken initiatives 1o expand the
Company’s business and capitalise on its brand name. Additional shops have been opened at
Heathrow Terminal 4 and Covent Garden. The Company entered into these projects on the
hasis of limited financial exposurc and they have operated profiably, o adelition, based on
the same commercial criteria, a contract was entered int with Brivish Airways for the supply

of children’s “Skyflyers” travel activity packs.
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4. Business description

Regent Street

Hamleys' cove operation comprises the Regent gireet store, whicl consists of approximately
' - S " o . »

45,000 sq.fL of rewail space Sp 1 pver seven floors. The store woved (o 1ts current sie at

188-106 Reger - Street in 18], when a 99-year lease wWas acquired from the Grown lstaies

Coranissioners. ]

o
"The Directors believe that the ls\h‘ttgttit'll‘ Srveel store has one of the widest ranges of children’s
toys, gamas and gilts available auywhere wnder one ool and the sore currenty siocks
approximately 40,000 product lings with a {ocus on Hamicys' traditional strangihs in 1oys
and games. Products stocked range from popular high-profile branded goods, soft L0ys,
dolls, models, roard gamos and die-cast nroducts to specialised collectors' items and gifts.

Store Loyout

Fifth Floar Custome Services, Sega/ Nipdan s, Carnival and FParly Tirne, Bavgain
J !J H ) ")
Antie andd Fireworks, {Destinetion. shoplers)

Fourth Flaor Board Games, Classic Games, Jigsaws and Outdoor Sports. (Games for
oll ages)

Thivd Floor Dalls, Girls Concepis, Hboys Concepts ancd Battevy Operatid, {(Fashion
tays for the ofder child}

Seenwed Floor Nursery, Pro-8chool, Dressiog Up, Books, Arts & Cralis, {(Fduentional
and wetivity fnys for younger children)

First Flowy Radio Conweal, Traing, Leoeutive Caimes, Dicecast, Soldiers, Model Kits
H
and LEGO. (detiuity foys wnd coffectors' fems)

Crouned Flooy Sl Toys, Gifis, Tou vist and Promotional, {fmpalse biys Sor casual and
fourist shaplers

Lotwer Grownd Floge Mauuleys Family Entertainment Genire and Hamleys Caft.

Stare layout haus been developed by the Gompany W wmaxinise Lie sales potential of the
produc. range, Each floor is stocked with a vange of products aimed aus specific secior of
thie market Soft toys and produdis simed ot wursts which are most likely o be purchased
on Tmpuise are gold on the ground floor while products which consumers will seek o, such
as computer games, are on the highier Moors.

in particular, the reorganisation of the lower grou nd foar area has exabled Hamleys to
generate additional income. This area i§ occupicd by the H amleys Family Eatertainment
Centre, esiablished in Septeinber 1002 a5 an infiial e year concession wilth Scga,
consisting of “pay as you play” machines, ant) Hamleys Calé, a themee! restanrant
congession granted in 1992 for ten years.

Fupthicr eoncessions operate i specinlist product areas addding to the breadih of product
range. These cone JSSIONS OCCUPY AN agprege floor aren of approximately 2,800 sq. i, and
Hanleys veceives i commission based on Lheir siles, The stock is owned by the
convessionaires who provide the staffing (or all concessions other than the Hambeys Family
Eitertainment Gentre, which is staffed by the Compairy.

1 avder to maximise the space at the Regent Street store avaitable for retail sales, wll backup
stock i neld at the Cotmpany’s warehouse in Saffvon Walden, Essex. i Meient delivery and
stock replenishment systems huve heen developad and Huked to the Regent Streel sLove’s
LPOS tills system, This ensurces it the store hias a eonstant supply of fast-tvoving lines.

\El-
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The Regent Street store is rencwned For its in-store displays and sward-winnin & windows
which provide a valuable means of sales promotion and ade 10 the store's speeial verail
environment. The Christmas window displays genevate significans inedia atention and
publicity lor Hamleys, ag well as atracting sizeable qu'cls and potenial customers,

Close relationships with many of the world's leacling 1oy s‘uprw]icr‘; arg an important feattire
ol Flamleys” business. A number of Hanile ys' suppliers provicle displays and, on occasion,
product vanges exclusive in the UK to Hamleys. Many of these suppliers provicle
demonsiators, numbering up o 76 al Christmas. These fctors all combine 1o enhance the
special atmosphere of the Ru sgent Strect store.

Due to Hamleys” international reputation and profile, the Regent Sireet store provides
suppliers with o shiowease for product Jaunches in the UK, 1y the last two years, 12 products
have been launched at the store, including the Sonic 2 and Sonic 8 computer games.
Product launches enhance Hamleys’ reputation andl provide the Regent Street store with
lree publicicy.

In anticipation of the propesed changes in Sunday vracling legistadon, the Regent Street
store currently opens seven days a week,

'

dirport terminals

Following # successful initial wial, Hamley: |(:n'>c~|.l retail premises at Heathrow Terminal 4 in
1992, This "wirsicde” shop has a selling area o 650 sq. [t with rental pavinents based on a
percentage of lurnoser, sutject Lo a guaranteed minimum figure.The shop operates
profitably and offers tax free sales of selected colleciables and gifi items specifically tugeted

Al the Terminal 4 customer base,

As partol'a scheme aimed at developing “airside” remiling a Catwick's North Terminal,
Hamleys 100k a two year lease there In 1992, Gatwick has a different passenger profile 1o
Heatheow and this shop, although pml'in"'lblv. had, in the Directors' opinion, limited scope
forr growth. The le ase was nol renewed on its expivy in Febraary 1994

Covent Gardon

In November 1998, Hamleys opened a 1,500 so. ft. shop on two Moors in Covent Garden,
one of the most popular twnrist destinations in London. T'his shop is expeced to benelit,
like Regent Street, from Jower scasonal sales fuctuations than are usual in the oy re tailing
markel. To date, wading has been profitable and in line with management’s expectations,

Children’s travel packs

In .:(-plc-nuLu'l 1992, Hamleys entered into anagreement o supply British Aivways with
children’s “Skyflyers” packs for an initial period w 30 May 19935, These packs, branded with
the British Airways and Hamleys names, contain a selection ol toys, such as crayons,
eolouring IJC)UL.: and puzzles appropriste to keep children amused on long-haul (lights,
“Skyily V(‘]‘ p.l'CI\‘» were |n|:1.|l]) only available on long-haul lights and Mamleys row also
supplies : se on shori-hawl Mlighes, This initiative represents o further
profitable addition 1o Famleys' business,

HICKS

Buving and sourcing

Over recent years toy supply has become concentraced in the hands of a lfew major
companies. These major suppliers generally have their own manufacturing apability in, or

E

i

A
are themselves supplied from, the Far East, Mamleys purchases its produets fvom the UK Ei g

E

§

:

divisions ol these major companies as well as from many smaller manufaciurers and
distributors. The major US suppliers w Hamleys include Hasbro Bradley, Matel ane! Tyco

A
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mMatelbos, wiilst Japanese Sup pliers incl uche Tonyy, Sega and Kimendo, Major UR
suppliers o Hamieys inchude Britains Perive, Flovnby, Adam Leisure and Bluebird Toys. in
addition, severat continenial suppliers such as LEGO, Sl and PMaymobil supply proaucts
1o the Company.

Hamleys does not vely signilicantly onany one supplier, The lavgest supplier aecounts {or
less than five pev cent., of Hamleys' ol purchuses ancl the top 15 suppliers only account fov
86 per cent, I wtal theve ave around 300 vegular suppliers, wany ol whom have been
selling 1o Hamleys lor o nanber of years, Flanleys is comstanily looking fior new ane
unugual products in toys and gifls 1o keep the producl range [esh and 10 enhance margins.
The Company does not rely sotely on its existing sugpliers 10 devetop these products but
regubarly attends 1oy faivs aveu nel the world 1o seek new ideas, producls and suppliers.

In March 1994, the Euvopean Conmmission imposed import quotas on a range of producs
including three categories of Loys ovighnaring from the Peoples Republie 0 { China, These
cpuatig restrict Europenn inpoves ol such toys and have been fived foy 1084, on an an Al
basts, at a level aqual to approsimately 80 per cent, of such imports in 1902, The Company
and its supplicrs are unable to agsess fully how these restrictions are 0 he applied, although
e Direciors believe that the Company’s performance will not be materially prejuiced.

Systems

HMamieys has two separatt guand alone compuling syswms; its merchandising systens 18
linked to an 1BM EPOS 1ills system for stock control and purchasing decisions and a
clistributed personal comp’ av based Aeeountng systm s ased o maiiinin purchase, sules
and nominal lecgers, Salis ave recorded by item atthe Ulls, "These ave livked 1o the
merchandising system which mainains stock anel buying data by item and loeatos, Daily
infortation is therclore availalsle Tor buying and siock replenishment decistons,

N e T
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Warehousing

Hamleys has a 53,000 s, fi warchouse facility, in Saffron Walden, Easen which sorvices all
) | y

T

Famleys outlets. Peliveries o the Regent Strecl store range from five per week 1o over 20 i} F: ;
. S . TRl
per week during the puak Chvistmas periocl. fr}
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5. Financial review
The summarised profit and loss accounts set oul below have been extracted (rom the

" -
L U

Trading record

Accountants’ Report, The operating data have been derived from a combination of
information contained in the Accountuiits’” Reportand the Company’s records.

Summarised Profit and Loss Accounts

Yeor end January 1952 1983 199

L0G0 L1000 £000
Turnover 16,230 17,888 20,918
Cross profit 7,965 9,136 10,683
Met operaling expenses i13,585) (6,735) (7,088,
‘ Operating profit : 980 2,401 6,595
[nterest payable and similar charges {1,826) LIED (559)
{Loss)/profiu belore s (840) 1,220 2,696
Taxalion — 530y {857)
(Loss)/profit alier tax (840) 690 1,859
Gross margin 48.0% 51.1% 51.1%
Operating margint~ 6.0% 13.45% [7.25%
{Loss){carnings per orcinary share (5.9 4p [1.Ep
(Loss)/earnings per ordinary share (before
! exceptiomal flamg)jmes (2.9p 4.4p 11.5p
Funds from eperations (£'000) 1,985 8,598 4jﬁﬁ
Operating cashflow per share 13.9p 15.0p 28.8p
Nale

New operating axpenses inclided exeeprional charges of £127,000 in 1992 relating 10 1he refinancing review and
cost o the refinancing and A net exceptional credic of £34,000 in 1004 relating to the revaluation of the long
keasehold property and the velease of 2 dilapidations provision, Operating margin before exceprional ivems would
biwve bren 8.6 per cent, for the year ended 31 January 1002 and 17.0 per cent. for the year ended 20 January 1994,

Operating dula 1g92 1993 1594
Selling space (000°s sq. 1) 43.% 44.5 47.0
Turnover per sq. (L ol selling space (£) 371 402 445
Operating jprofit per sq. {1, ol selling space (£) 22 B 76
Turnover per full-lime equivalent crployee (£7000) &5 a8 108
Operacing profit per full-time equivalent
emplayee (£'000) b1 15,2 18.6

Turnover growt!

Despile recessionary pressures in the three years ended 29 Junuary 1904, Famleys' turnover
has increased from £16.3 million to £20.9 million. The results for the year ended 29 January
(994 refiect significant growdh in sales al the Regent Street store which includes the ellect of
an increase in the number of Sundays traded, a fill vwelve month contribution from the
Buitish Alrways “Skyllyers” contract and the Hamleys Family Entertainment Centre and «
small first time contribution from the Covent Garden store.

‘li!
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High gross marging

(nOﬁlnmpnlhawﬂuwmmmﬁnmhm‘1Lahwmlm&%duﬁngapm%whﬂ%unwwmqymwdh
This reflects management’s focus on achieving an appropriate pricing structnre and
product mix.

Improved operating marging

Operating margins increased from 7.1 per cent, for the vear ended 31 January 1992
{excluding dircctors’ termination payments of £170,000) to 17.0 per cent. for the year ended
29 January 1994 (hefore net exceptional credit of £84,000).

The operating cost base as o percentage ol turnover has been reduced. Qver the three year
period to 29 January 1994, whilst twrnover has increased & by 28,5 per cent., the increase in
mWOpmdmmmmpmwvCOPMdmgdnummsLmnnmumnpmmumm)hwbmmlwmﬁmmim
4.0 per cent. Expenses (excluding directors’ ermination payments) have, accordingly,
decreased as a percentage of'sales from 41.9 per cent. 10 88,0 per cent,

Harnleys has high operational gearing, as demonstrated by the 50 per cent, increase in
opevating profits for the year ended 29 January 1994 over the year ended 31 January 1993
compared with a 17 per cent, increase in sales over the same period

Strong operafing cashflow

Hamleys’ business is highly cash generative and bas procuced funds from operations of
approximately £9.4 million over the last three financial years. Siguificans emphasis L been
placed on reducing the overall level of investinent. in stock, which was reduced by
approximately £1 9 million during the year ended 31 January 1992, This recduction has been
achieved whilst maintaining the number of lines stocked, on which Hamleys places great
lmpm Lange,

Fro forma profit statement and pro forme earnings per share

The pro forme consolidated profit statement for the year ended 29 January 1994 ancl the
assumptions on which it is hased are set cut in full in Part V ol this document. Profits and
earnings per share for that, year have been adjusted as il (i) the net proceeds due to the
Gompany from the Placing and Offer had been received on 1 February 1998 and had been
applied in accordance with the section entited “Reasans for the Placing and Offer and usc
of proceeds” below and (ii) the capital structure which will be in place following Listing had
been in ple.e from I February 1993,

The following is an extract from the fira forma consolidated profit statement of the Group set
outin Part V ol this document

Year ended 29 fanuary 1994 Per decownlants’
Reporl  Pro forme
L1000 L£000
Operating profit 3,595 3,595
MNet interest payable (899) (13
Profit on ordinary activities before taxati 2,695 3,464
Taxation (B87)
Profit on ordinary activities after taxation L8359
Earnings per ordinary share 1.8p L0 p

£
iy
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Current brading

“Uhe current inancial year has grarted well, with sales abeae ! of both budget and ghie same
period in 1993. “I'he Directors are confident that fFlamleys will continue to reap the benelits
of the improvements made 10 the Regent Sureel store aned than, there will be an increasing
contribution {ront the initiatives undertaken to expand Hamleys' acuivities,

The Directors intend to contiut 10 develop Hamleys as an in dependent specialist toy
petalor whilst building on the Campany’s brand name and further exploiting ils wy
retailing skills, Nuw stores, based around the touvist and travel markets, may be opened in
carcfully selected locations. 1n addition, the Company’s speaialist Loy retailing skills will be
uscd 1o opernte oy departments {or piher retailers, aithough the Company has decided that
Jhese goncessions will notuse the Flamleys name. The Gompany also ntends to investigate
suitabie opportunities Tor growth by aceuisilion.

Regeol Streel

Profits w the Regent Street Store have improved signil icantly aver the last three fipancizl

years, bug the Direclors Believe that further improvements may be achicved by

® Refining the product mix by, for example, cx panding the store’s gifl and Lourise range
o meet the idemified cusiomey demand for these producs.

tmproving marging by sourcing divect from the country of origin.

Continuing improvenent of the display of protucts by, for istance, the provision of
additional display cabincts for dic-cast moclcls.

W Developing further improved stock management gysterns in nrder 1o ensure 2 €0 natant
supply of products an the shelves,

W Converting more yisitors into paying cusiomners by ingreasing the number and
improving the profile of the active product demonstrations within the stove.

[ addition, the Direewors believe yhat the number of people visiting the Regent Slreet siore
will ingrease due to forecast growth in consumer spending (Sonree: AUNTEL) and the
number of international visilors (o he U, which the British Tou vist At bority and English
Tourist Board forecast 10 grow steadily up 1o 1997,

Given Hamleys” high level ol operationat gearing, these Curther developments should
inprove ]‘;'lmi'lmb'i'lit.:,'.

T ourists

Pagsenger volume throngh London's main airports (Heathrow, Gatwick and Stansted) is
expected o grow by more than ong-third fn the peviod from 1092 to the wrn of the century.
“he Directors helieve that this will increase the profitability ol the Mamleys shop at
Heathrow Terminal 4. The Dircelors arc seeking further opporid nitics Lo contirue
expansiott into other aieport tevminals and aveas of high touristactivity ovey the maedium
LCr.

The Gompany his signed nn agrecmesit (o o Jemse o0 A new 660 s, L shop at the enmrance
(o the Channel Tunnet, The shop, which will be one ol'a limited number ol retal attlets at
this location, will open when the wmnel jusell opens 10 the public.

Toy relatiing shills

{1 March 1994, Hamleys agrreed with House of Fraser (Stores) 1imited 1o select and supply
the range o products Lo he sold by the toy deparinents ol 24 House of Fraser stores.
Hamleys will, undera ditlerent name, operate 18 of these departments, the majority ol
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which will onty bt open for business during the Christmas trading pertod (Goiober 10
Junuaryh. Vhe Group has thus achicved an entry into the high street which will enable
Hamleys” management 1o capitalise on s oy retailing skills and furthey strengthen its
supplier relationships. Working capital vequired in operating the House of Fraser oy
departiments will be funded from existing cshilow.

"I'he Directors intend to seck Nurther similar opportunities.
Hawileys’ brand nawe

Hamleys will capitatise on its brand name through extending the range of toys sold under
the Hamieys name.

The Direciors believe that Hamleys' owre-branded product range is presently under-
devetoped, accounting for less than three per eent, of the Regent Sirect store’s sales and that
this can be improved over the medium revm. The Company is currendy evaluating
opportunities to expand its range ol awn-b vanded toys, classic games and tourist souvenis
which will further differgiiate Hamleys from other toy retailers. This may lead, in the
medium term, Lo additional business opportunizies which mightinclude the establishunent,
on a [ranchise or joint venture basis, of toy shops in major cities overseas and o’ a specialist
mall order business.

7. Directers, management and employees
Divectors

The Board comprises three exeeutive directors and thres non-executive diveeiors, Briel
biographics of the Birectors are set out below, None of the divectors is aware of any
potential conflicts ol interest in view aftheir other divectovships or other interests.

Howard Dyer Chainnan (agect 44} held @ number of management positions within the
British Alcan Group until 1986 when he lefi 1o join Williznas Holdings ple. Having
cstabhished thar group’s Noyth American activities, he became a direcior of Willinms
Holdings ple in 1988, with vesponsibiliy for these operations, Draring his time au Williams
Haldipgs ple, wrnover of that group’s N orth Ametican activities grow substandiadly,

Subsequently, he retu rned 1o tie UK o act s a consultant for Citibank, evaluating
management buy-ins, He began acting for Fiamleys in an advisory capacity in Felrnary
1991, becoming Chief Exceutive in January 1982 and Chairman in March 1994, Since June

1595, he has also been Chairman and Chiel Executive of Ascot Holdings ple.

Stephen Woodbridge Managing Director (aged 52) hetd 2 number of management positions
within the British Alcan Group befere joining Howard Dyer at. Williams Holdings plein
1986, where they worked together to esiablish North American operations. He subsequently J
became responsible for Special Assignments in Morth Amerien. In Febraary 1991 he becamne :
a consultans to Hamdeys before being appointed as Operations Divector in January 1992,

with responsibility for the management ol the buying and merchandising deparuments,

warchousing, stock cantrol and data processing. Following the appointment of Howard

Dyer at Ascot Foldings ple, Stephen Woodbridge became responsible for the day 10 day

management of Hamleys, and was appointed Managing Director in Murch 1994,

Michael Riddy Finanee Divector (aged 87) trained with Coopers & Lybrandt and gualified as a.
Clartered Accountant in 1085, He then had six years retiling experience with BAT Stores
Limited and The Burwon Group ple, where he was Financial Contralier ol the Principles
division. Prior (o joining Hamleys in October 1490, Michael Riddy was Business Planning
Mapager for the Eavopean division of Hertz Ine.

s 7
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Rupert Hambro No-eseentive (aged 50) joined Hambros Bauk Limiled in 1964 and became
a Director ol the bank in 1964, Deputy Chairman in 1080 wnd Chatrman in 1082, In 1986,
he left Hambros Bank Limited to form j O Hambro & Company Limited, This compnny
has interests in corporate finance, private client investment management and institutional
fund rmanagement. He joined the board of Hamleys in May 1989 and was non-executive
Chairman until March 1994, Fe holds & number of ather divectorships.

Donald Mackenzie Non-executive (aged 87) is an executive divecior of CVC Capital Partners
Limited. He joined the Hamleys board in May 1989 as an alternate director, becoming a full
member of the boavd in January 1982 and holdds five other non-executive directorships.

Jim Hodkinson Non-executive (aged 50) has 81 years vewsiling experience, He started his
carcer at F.W, Woolworth Limited in 1962 and joined B&C) ple in 1972 as a siore manager,
becoming Operations Director in 1979 and Group Managing Director in 1986. He is
currenty director of international development at Kingflisher ple and is also Chairman of
Upton & Southern Floldings ple, He joined the Flamleys borrd in April 1994,

Comprory Secrelary

Ladan Hall (aged 29) graduared from Kings College, London in 1986 and qualified as a
Chartered Accountant with Coopers & Lybrand in 1980, Price to joining HMamleys in
October 1998, Ladan Hall was on secondment with Coopers & Lybrand in Dulai.
Management

FHamleys has 1 well qualilied and experienced management leam which runs Lhe separate
funetions of the Group on a day (o day basis. The senior managers of the Group are as
follows:

David Pearson Departutent Stares Concessions Manager (aged 88) has 20 years experience
gained with a number of major retailers, namely J. Sainsbury ple, Marks and Spencer ple,

~ “The Burton Group ple, Tie Rack ple and Virgin Retail Group Limited. David Pearson

Jjoined Flamleys in 1992,

Gavin Brewer Slove Manager (aged 40) gained a Diploma in Retail Management and Buying,
and joined Hamleys in 1974, He has since risen through the store management side of the
business w occupy his current position as Regent Street store manager.

Audrey Barnes Sendor Suyer (aged 43) has been with Hamleys since 1970. She has over
serience in the Buying Department and was promoted to Senfor Buyer in

]

LWOTILY YORDS ¢
1989,

Cynthia Fulks Personned Mavager (aged 40) juined Hamleys in October 1986, afier having
waorked for the Debenhams Department Store Division of "The Burton Group ple for five
years,

Peter Skinner pMarketing Manager (aged 86) graduated from Liverpool University and joined
Tie Boots Company pleas a Brand Manager, Foliowing five years with that company, e
moved 1o Kingswood Chemists Limited as Marketing Controller for live years, Peter
Skinner was appointed Hamleys' Marketing Manager in July 1991,

Alan Kearns Merchandising Monager (aged 50) joined Flamleys in 1987 alier studying at
North East London Polytechnic. In 1988, he was promoted Lo the position of Sales Floor
Manager and subsequently to Merchandising Manager. From February 1994, his role has
been expanded to include responsibility lor Hamleys' warchouse,
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Brian Joseph Business Development Munager (aged 35 ioined Hamleys in March 1094 and has
A =] ) . 4

a Business Studies degree from Oxlord Polytechnic. tle has twelve years experience with

Digital Equipment Limited, latterly with responsibility for European lusiness planning and

linancial and marketing analysis.

Lin Warwick Display Manager (aged 34) olytained a British Display Society Diploma belove

joining the display department of' D H Evans in 1977, Lin Warwick joined Hamleys as

Display Manager in 1987 andl bas won & number of awards for the Hamleys window

displays, most recently for the 1993 Christias windows.

Employee:

A summary analysis of average stail nu mbers (including pavi-iime stafl) and aggregate

payroll costs for each ol the last. four years is as [ollows:

Year emd fonnsiy 1991 1992 1993 1994

Full-time equivalent employees

Regrenn, Sureet 146 128 119 131
Head ollice and administration 48 34 40 27

v Other 14 20 48 35
196 191 182 193

Aggregale payroll costs {£000) 8.720 2,817 2,068 2,967

“The Company henefits from having a young and enthusiastic safes team complemented by a
significant number of experienced cmpioyues. Three ol the four buyers bave an aggrégaiv
of 50 years cxperienee with FHamleys.

Hamleys Floor Managers have, on average, Over sis years of retail experience gained ina
aambey of major high sireet stores including W.H, Smith, Mabhat, Nexyand the Disney
Stove,

The Compary employs part-time s Al for weekends and temporary stalf to meet seasonal
requirements, In adeition, Lhore are a number of full-time in-store demonstraiors, who are
al least part-funded by supplicrs or concessionaires.

A sales-related bonus is paicl to Hamleys' sales sta N basetl upon performance agiinst nternad
monthly targels. At Regenl Steect, these targets ave set by sales foor. An annual profit-
related bonus s paid 1o senior management (other than Directors) based upen internal
budgets set with reference o averal! Hamleys’ Largets.

Concession stall are usually employees of the particular concession, and no charge is snade
lo the Company for these staff. The only concession staffed by Mamleys is the Family
Emertainment Geatre.

Pension Scheme

From 1989 until April 1992, the Company operatcd a defined benefit pension scheme, Sinee
April 1992 the Company has ade contributions w gualifying employeey’ personal pension
schames.

Carporate Governance

The Company complies, and intends 1o continue 1o comply, with the recommendations set
outin the Cadbury repert on Corporate Governance. In particuiar, Remuneration and
Auchic Committees, which comprise the non-executive directors, have recently been
astablished as committees of the Board with formally delegated duties and responsibilities.
The Audit Committee s responsible for ensuring that the financial performance of the
Company is properly measured, controlled and veported, The Remune ration

Cammitee is responsible for sewing te remunetation of Divectors. &
¢ﬂ A,
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3. Dividends
For the year ended 29 [anuary 1994, no dividend has been declared or praicl,

The ordinary shares which are the subject of the Placing and Offer will rank in full for afl
dividends or other distributions declired, made or paid i respect of the ordinary share
capital ol the Company alter Listing. I71he ordinary shares had been lisied on the London
Emmﬂ:ExduuugnhmLhcvduﬂcofﬂm:ymnwnuhxlQQJanumq’MKMuuulHu:pnuxndshﬂd
been applicd as set out in Section 9 below and the Company had reported pra forma
carnings per ordinary share of 10.4p as set out in Part V of this document, the Directors
consider that they would have recommended a net dividend ol 4.7p per ordinary share.
This dividend would represent a gross yield of 8.2 per cent, at the Offer Price and be
covereed approximately 2.2 thnes by pro forma earnings per ordinary share.

Following Listing, it is the Directors’ intention Lo pay In respect of each financial year an
interim dividend in December and a final dividend in June of the following financial year, in
ﬂu:pnnmnwkmmcﬁmpmwoxmmuubwmuzdﬁwﬂandlmwummnhu*upmnhwaWWH:Dhmuunm
intend to follow a progressive bul prudent dividend policy, whilst maintining the Group’s
dividend cover ata conservative level,

The Directors intend that, the first interim dividend will be payable in December 1994 as if
the Company had been listed throughout the six month period (Febsruary 1994 1o July 1994)
to which that interim dividend will relace,

9. Reasons [or the Placing and Offer and use of proceeds

At the lime of the refinancing in January 1992, it was envisaged that the Compitny would
1

seek alisting on the London Stock Exchiunge.

The Directors believe thal, Hamleys bas reached a stage in its development where listing
[or the Company's shares is appropriate. Listing will enable Flamleys Lo ppay down all the
Company's existing debt, provide it with a platform from which o expand, and widen the
sharcholder base.
ThuphdngandCWMPwﬂhﬂhcmwmnxhnmﬂy£ﬁL0nﬁMonUunofmquMﬁ)mrﬂm
Company. This will be used 1o repay the remaining bank and other debt assumed at the
time of the reflinancing,

)
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Part 111 The Placing and Offer

The Placing and Offer comprises 10,887 463 ordinary shaves, valued at £19.) million at the
Oler Price, of which 7,097,098 are new ordinary shares being issued by the Company (o

raise approximately £12.0 wiliion (alter expenses) and 3,810,485 are ordinary shares being

sold by existing sharcholders.

o

Ofthe ordinayy shaves which wre (he subject o' the Placing and Offer, 6,710,351 ordinary
shaves ave belng placed fict with institutional and oler Investors and 3,618,112 ovdinaey
shares ave being offered to Prefevential Applicants and 10 [ntermediacies on behalf of their
clients. The ordinary shaves Geing olteved w Preferential Applicants and Intermadiaries are
also Leing conditionally placed by Carerave & Co. with institutional and other investors,
subject. to vecall to satisly valid applications by P'referential Applicanes and by lermediaries
under the Intermediaries Offer,

Arpangements have been e whereby 36),81) ordinary shares | representing ten per cent.
olthe shaves to be oflered 10 Intermediaries) are being made available w meet applications
from Preferemial Applicants.

Cerain institutional shareholders and the Directors {nndl persous connecled with them) are
logether selling 3,510,485 ordinary shares in the Placiag and Offer, vepresenting 14.5 per
cent. ol'the Company’s enlarged issned ordina vy shave capital on Listing. Followin g the
Placing and Ofler, the interests of the Directors (and persons connecled with them) will
amount, in aggregate, to 10.8 per cent. of' the issued ordinary share capital of the Company
and existing institutional shareholders will own 44,6 per cent. of the issued ordinary share
capital ol the Company.

The Placing and Offer have been fally underwritien by Cazenove & Co, ac the OlTer Price.

Further copies ol these listing particndars can be oburined from:

J O Hambro Magan & Cazenove 8 Ca, Hanieys ple
Company Limbed 12 Tokenhouse Y 138-196 Regent Sirect
32 Queen Anne's Gawe Londan EG2R TAN London WIR 6BT

Lonclon SW1H 9AR

Anapplication nnder the Lntermediaries Ofor must e made on an Invermediaries Offer
application form provided by Guzenove & Go. and must be sent or delivered 1o Cuzenove 8
Co. a1 the adedress set out above 50 55 10 arvive, Legether with cleared funds for the full
amouin payable, now laer than 12 noon on Wednesday, d May 1994 tor such Jater tme as
Cazenove S Co, may dedde). Further terms and conditions of the Intermediaries Offer are
set outin the Intermediaries Offer application form,

Meinbers of the public or institutions whe wish (o a pply for ordizary shares in the
Inermediartes Olfer must do so through Intermedin iy,

i
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Part I'V Accountants” Report
The following is the full text of a report on ihe Hamleys Group by Pannell Kerr Forster,
Chartered Accouniants:

znl o AR
iEE“E \ Esﬁi PANNELL
worldwide KERR
FORSTER
CHARTERED ACCOUNTANTS

Wilmot House
St James's Court
Friar Gate
Derlyy DET BT
The Directors
Hamleys plc
188-196 Regenl Suwect
London WIR 6BT

The Direclors

J © Hambro Magan & Company Limited
82 Chieen Anne’s Gate

London SWIEH 9AB

Cazenave & Co,

12 Tokenhouse Yard
London EC2R 7AN 26 April 1994

Dear Sirs
HAMLEYS PLC

We report in connection with the listing on the London Slock Exchange of 92,841,028
ordinary shargs in Famleys pic, formerly Hamleys of London Limited, (“the Company™)

referved Lo In the lising partealars dated 26 April 1994 (“the Listing Particulars™),

The censolidated Gnancial information set out im this report is based upon the audited
consolicdated accounts of the Company and s subsidiaries, Hamleys of London Limited,
formerly Flamieys Limited, and Hamleys Trostees Limited, (ogether referred 1o as

R “Hamleys” or “the Group”), for the years ended 31 January (992, 31 January 1998 and

l 28 January 1994 afier making such adjusuments as we consider necessary.

We have examined the audited consoliduied accounts of Hamleys for cach of the three YeRrs
statec above for which we were the awditors and for which unqualificd audit opinions were
given. Qur examination has been carried out in accordance with the Auditing Guideline:
Prospectuses and the reporting accountant, No audited accounts of the Company or any of
its subsidinries have been made up in respect of any period subsequent to 24 January 1994,
I our opinion, the consolidated financial information gives, for the purposes of the Listing

articulars, a true and fair view of the results and cash Nows and of the state of alfalrs of
FHamleys for the periods and as al the dates sated,

&
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1. Accounting policies
The principal accouniing poiicies adopted in the preparaton of the financial in formation sct
out in this report are as follows:
() Aceownting convention

b

1s been prepared in accordance with agp licable

1
'

accounting standards and under the historical cost convention modified, for the year ended
90 January 1994, to include long leaschold property at revalued amounts.
() Rasis of consolidation

The consolidated finangial information incorporates the financial statements of the
Tompany and its subsidiaries made up to ihe end of each accounting period.

fc) Coodwill
Coodwill arising on the acquisition ol subsidis des is transferred to veserves in the year of
acquisition, There have been no aceuisitions or disposals during the three vears ended

20 January 1594,

() Turnovey
“I'urnover comprises salcs ol mevchandise Lo (hivd parties and income from concessionaires,
both excluding value added tax.

() Tengibie fived assels

Depreciation is provided on zos. or revalued anipunis in equal annual instalments over the
estimated lives of the assets. The vies of depreciation ave as follows:

Long leasehold property 2% pur anntin
Lensed assels Over the Lerm of the lease
SOMpULer equipment 2% per annum
Fintures and Dulings 15% per annum
() Stochs

Siocks nre stated at the lower of cost and net realisable value Cost represenis purchase price
and applicabla freight custs.
(g) Deferred axation
Deferred taxation is provided al the anticipated rates on ining differences arising from the
inclusion ol items of income and expendliture in taxation compu tations in periods different
from those in which they are included in the consolidated acconnts to the extent that it is
probable that a liability or asset will crystallise in the futore,
(h) Pension cosly
T'he Group contributes to incivigal personal pension plans for certain of its eimployecs.
Contributions are charged to the profit and loss account as they beceine payable.
{i; Lenses
Assets held uncler finance leases and the related lease phligations are recorded in the
balance shieel at the fair valee of the leased assets al the inceprion of the leases, The amounts
by which the lease payments exceed the recorded lease obligations are treated as finance
charges which are amortised over ench lease term to give u constant rate of charge on the
remaining balance of the obligation.
Rental costs under operating leases are charged to the profit and toss account in equal
annual amounts over the period of the leases.
1,
ry %i\s
Ll 1]
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9. Consolidated profit and loss accounts

huge 244

The consolidated profit and loss ecounts of the Group for the yeurs €n ded 81 January 1992,
31 january 1993 and 20 January 1994, whicl represent solely continuing activities, are set

oul below:

Notes 1992

L1000

Turnover 6.1 16,280
Cost ol Sales 8.315)

Gross Profit 7,905
Distribution costs (5,230)

Administeation expenses (aller
pxceptional ilems oft 1002 £427,000 charge;

1094 £84,000 credit) (1,749)
Oiperating profit , 6.2 330
lnterest payable and similar chavges 6.5 {1,326)
(Loss)/profit on ordinary activities before '

taxation .1 (B40G)
Taxaiion 0.5 -
(Loss)/profit for the year {B40)
(Loss)/profit per o rdinary share 6.6 50p
(Logs)/profit per ardinary share before

cucepiional items G (2.0

The MoV in reserves wie given in note G.15

The reported results for the years above are not snatevially differvi (rom the results on an

unmodilied historical cost basis.

1593
£000

17,888
(8,762)

Q,180
(5,408)

(1,350)

2,401
(1,181)

am———————

1,220
(530)

640

4.4p

B

4.4

el R L

“Phere are 1o recognised gains an A losses other than those reported abave.

C{i,296)

T e

1990
fcd i)

20,015
(10,252)

-----------

10,689
(5,792)

3,595
($99)

2,696
(BAT)

i .-,.’
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3. Consolidated balance s heets

“The consolidated balance shegus ol Lhe Group at 81 fanuary ! 992, &

20 January 1094 are set out below:

Pived assels

Tangible asscls

Current assens

Stocks

Debtors

Cash at bank and in hand

CGreditors: amourts falling due within one
year

Net current {linbifities)/assets

Total assets less current liabili ties

Creditors: amounts falling due after meve
than one year

Provision far liakilities and eharges
Deferred taxation

Other provisions

Wt liahilities

Capital and reserves

Callee up share capital

Shure preminm account

Prafit and loss account

Goodwill reserve

Shareholders’ funds

pEoEERaEEn, s g
s ﬁéﬁ%ﬁ%ﬁ%ﬁiﬁﬁ i

Herle

Noles

6.7

G.B
6.9

6.10

Gl

6.12

6.3

G.14
6.5
6,10

6.15

81 January 1993 and
1952 1993
£1000 L'006
1,801 9177
1,811 Ly
450 738
48 399
2,200 2,344
(3,440) {3,290)
(1,141} (44%)
GA0 1,781
{13,159) (13,318)
- (139}
{750) (230
(19,240 (12.556)
432 432
6,125 6,128
(T49) (5N
5,808 6,501
(19,067) (15,087)
(18,249) (12,556)

1994
Lo00

3 Tl
2,280

1,023
774
2,780

............

5 A7

4,195

3,564
(18,771)

(160)

(?'l & \D:\

(10,697)
439
6,123
8,360

(19,057)

1%%
‘ji :
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4. Consolidated cash flow statements

The consolidated cash flow statements of the Group for the years cnded 31 January 1992,

5,

by

:
y \
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31 Janwary 1903 and 20 January 1994 are sct out below:

Notes 1992 1993 1994
L'000 L1000 L1000

Net cash flow from aperating activities 6.16 1,985 2,828 4,556
Servicing of finance
Interest paid (L,707) (586) {(166)
lnterest element of finance lease rentals (27) (1-H {4)
Net cash outflaw from servicing of finance {I,734) (GO (470)
Taxation paid - - (880)
Tnvesting activities
Purchase of tangible fxed assets (122) (714) {1,010)
Sale of tangilile fixed assets - - 2
Net cash outllow from investing activities (122) {714} (1.008)
Net cush inflow before financing 120 15104 2,748
Financing
lssie of ordinary shares G2 3 -
[ssue of Dreep Discount Unsecured Loan
Stack 1998 3,017 - -
Repayment of superior bank loan {8,050) - (250)
Share issue costs (507) - -
Principal repayments under foance
lenses (6% {76) (81)
Wet cash outflow from finaneing G.17 {541} (7%) (831)
(Decrease)inerease fn ensh and cash
equivalents 6.18 (412) 1,44] 2417

Reconciliations of movernents in s

harcholders' funds

31 Janwary 1992, 31 January 1993 anc 29 January 1994 are set out below:

The summarized reconcilintions ol movements in shareholders’ funds for the years ended

1992 1993 1994
Looa L0600 L0
Sharcholders” funds at the heginning of the year 111,958) (15,249 (12,556)
Share capital issucdl 62 3 -
Share issue costs {507) -
Retained (loss)profit for year (846) 6590 1,85 ']
EmmﬁﬂhﬂduﬂiﬁmwdsmL”anulorﬂN{ﬂHw‘ (13,24 (12,556) {10,697
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&. Notes to the consolidated financial information
6.4 Turnever gud profit

“The Group’s turnover and prefit before wxation are auributable to the retailing of toys and
sames. The Group has no signilicant sales or operating activities outside the United
Kingdom.

6.2 Operuting profit

Operating profis is afler charging:

FooR 1093 1994
LG00 LOG0 L1008
Auditors’ remuneration:
- aicdiL services B4 32 38
— o it services 7 19 9
Depreciation:
- W H55CLS 166 299 364
= nssers held umder finance feases o8 o G4
Rentals under aperating leases:
- hive of plam and machinery G4 46 41
- pIher pperating leases 1a08 1,254 1,204
Renewal and vesassignment of trade narks 5 45

Exceplional items:

- costs incirred in the sefinancing of the Group
finehading ex grata payments (o former diveators of
£170,000) 427 -

- net ereddit in connection with reviduation of long
icasehold property (note 6,7) and yelense of

= e 3 5 2 e i s ) g A R e o=
Al S - T T N ST et T
'ﬁ—s e - T o L ™y 2 e ; - y? R M Y i al 5 & -z o

dilapidations provision {note 6.1.3) - - (34 ﬁ 1
k2 ('

Rgpt

6.3 futerest pasadle and similay charges (EH
1992 1993 1994 it

L0 Ladn L6060 I

. . #i'-.-}'f‘

Interest on bank avevdrafis and other loans Rels
wholly repayable within b yeirs 172 400 317 W{b
Interest on bank anel other loamns b Ga7 rliyi 578 it
Finnnce charges - finance leascs 27 14 o H}‘U
},326 181 890 ﬁ%

e
;
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6.4 Information vegarding divectors and empiloyees

Directors’ emeluments comprised;

1992 1993 F90-¢

Loos Lo00 £G00

Services as direclors 288 449 360

Ex gratia payments to former directors 170 -

503 447 560

remuneration of the chairman 13 20 a0

lemwneration of the highest paid direcior 48 231 142
Scale of otheyr diveoiors” retuneration:

MNimbher Nionber Number
£0-£5 000 4 i -
£5,001 - 210,000 4 9 o
£10,001 - £15000 I — -
£20,00% « £25,000 1 - -
£25.001 - £30,000 |
£43,00) - £45,000 | -
£65,001 - £70,000 - 1
270,001 - £75,000 - - i
£100,001 « £1056,000 - ]
£105,001 « £110,000 - - 1

Direclors' contract

H P Dyer is a director and shorehalder of Greymart Limited, a company with which
Harnleys had « contract lor consultancy services. Paymenss made 1o this company under thig
contraet (19942 £131,000, 1993: £222,000, and 1962: £13,000 inchading persion and social
security costs) have been included above within directors” emoluments, In addition, during
the year ended 31 Junuary {908, Greymart Lonited recetved £448,000 for the provision of
the services ol consultants w the Group, which sum bhas not been included in directors’
emotuments in the above table.

Employee costs, includling the emoluments of directors, amounted Lo;

1992 1993 159394

£000 £000 L1000

Wages ana saluries 2,547 9,700 2,708

Social security costs 209 %10 209

Other pension costs 61 49 50

817 2,968 2,967

Average number of employees during the vear:

1992 1993 1994

Numbay Numbher Number

Sules and distribution 1567 152 163

Adminisiration B4 30 27

{al 189 193
0
kY

o# £ L

a!" s
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6.3 Tavation
; The charge to tax comprisel:

19492 1893 1554
£000 £000 £'000
Unied Kingdom rorperation tax payable au $5%
- current yzar - 391 877
- prior year - - (61)
Deferred taxation
= CUr el yenr - 159 28
= prinr year - o (7
- 530 857

6.6 {Loss)profit per ordinary share

The {loss)/profit per ordinary share has been caleulated on the basis of the weighted average
nurnber of shares adjusted (i) for the capital reorganisation eMected on 10 January 1992 and
(iiy on the assumption that the issue of 75,116,500 ordinary shares and subsequent
consolidation to 5p ordinary shares referrved to in note 6.24 becomes unconditional and the
consequent adjustiment o the number of’ ordinary shares in issue was in elTect throughout
the period, The 7,027,028 new ordinary shares which are 1o be fssued pursuant 1o a placing
and intermediaries offer have been excluded,

1992 1993 199+
£000 L£000 £000
(Loss)/profit attributed to ordinary shares (848) 690 1,85
Exceptional items 427 - (84’
(Loss)/profit auributed to ordinary

shares belore exceptional items (419) G50 1,825
Number Nuwder Number
0G0’ 000’s 000

Adjusted average number of ordinary shares in
isstie 14,279 15,689 15,814

6.7 Tangible assels
Tangible assets at 81 January 1993 and 29 January 1994 comprised the following:

| Costf Nzt boew
: valuaiion Depreciation value
] L0000 L1000 L0000
] Long leasehiold property 600 - GO0
! Fixtures and fittings 1,080 45 1,478
I Computer equipment 651 449 202

AL 29 January 1994 4,181 901 2,280

At 3l January 1993 2,50 632 2,197

The net book value of the Group’s computer equipment included £45,000 (1993:
£100,000) in respect of assets held under finance leases.
The Group’s long leaschold property was valued as at 21 January 1994 by Messrs Drivers
Jonas, Chaviered Surveyors, on the basis of apen market value for the existing use at
£600,000. The resulting deficit o £466,000 compared o book value has been reflected in
the profitand loss account as an exceprional item.
?
S ', Eu!.
R
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The histaricyl <ast of lony leasehold Property incude 5 valiation wys £1.580,000 ¢ 14993:
£L,190, 000 legs accumulated depreciation of £124.000 (1998: r9 L0a0),

0.8 Stoehs

a5

At 81 January 1998 qnd 2'5[_[;:1«“1:;::';' 1994, stocks comprise wholly of finighed goods nn
goods oy resale, The replacement cog al'stacks ap 41 January 1993 ancl 29 January 1094

Wi nm.:si_gnfﬁrmuly dillerent from the amoune 5 which they are sraged iy the consalidate
aecounts,

Debory

Asar 3] | anuary 1993 and S."El_[:uumt'y 1984, debtors, a) lalling due within one Ve,
comprise;

1993 194

L0060 L'006

Trade debiorg 237 224
Other debrorg 17 17
Prepayments g acerued ineormgs 470 334
738 774

640 Credjors: anonnts folling dye within ons yeqr

#*
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Asar 31 January 1998 4y 29§ ATy 1994, creclivong tatting due witlzia pne year comprised,

1993 1994

L1009 LG

Bank loans ang overdraity 4 536 250
Trade crediiges 1,257 L736
Corporation 1ax 390 &6
Other taxngjon and sogiaf sconrity 504 B66
Oblizations undey finance Jegges 81 66
Other creditore 119 160
Accruals jael fdeferred inenme 452 489
3,200 4,103

EHr

=

A —
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l 641 Creditors: amounts falling due after more than one year

! AsaL31 January 1993 and 20 January 1994, creditors falling due afier more than one year

i ‘ \ comprised:

! 19937 1944

L1000 £000

Unsecured Loan Notes 1998 2177 2,985

; Deep Discount Unsecured Loan Stock 1998 5,807 3,899
Superior secured bank loan 4,200 4,200

Inferior secured bank loan 2,658 3,687
Obligations under finance leases -

18,771
Analysis of loans payable partly or wholly after five years:
Bank loans;
~ repayable within one year H00 250
| ~repayable between one and Lwo years 750 7a0
= repayable becween two and five years 4,250 4,250
i = repayable alter Gwe years 2,568 3,087
| Oiher loans:
= repayable between two and five years 5,384 8,684
13,752 14,021
Other loans repayable between two and five years:
Unsecured Loan Notes 1998 2177 2,985
Deep Discount Unsecured Loan Stock 1998 3,207 4,399
5,584 5,684
Bank loans repayable by instalments some of which fall due after five yeors:
Total amount 8,368 8,587
Instalments due afier five years 2,368 5,087
' The bank loans are secured by a legal mortgage over the long leasehold property of
Hamleys of Londan Limited, formerly Flamleys Limited, and a mortgage debenture over all
the other assets of that company. The superior bank loan bears interest al a normal
commercial rate linked 1o LIBOR, subject 1o a maxirmum LIBOR of 11.5%, untit 31 January
1996. "Yhe inferior bank loan bears 6% interest rolted up until 31 January 1996 on which
date the loan, plus the accrued interest, is added to the superior loan,

The Unsecured Loan Notes 1998 bear 5% interest rolled up unti! the date of redemption,
G January 1998,

The issned Deep Discount Unsecured Loan Stock 1998 with a nominal value of £4,280,000
will bie redeerned at its nominal value on 9 January 1998, if not previously repaid or
purchaged by the Company. The tncome clement of the stock (as 2 perventage of the
nominal amount of the stock) was 4.2% in the fivst 12 maonchs vising 1o 5.7% in the final year,
The income element is accrued and charged to the profit and loss account. each year, [n
addition, the nominal value bears interest at 0.00001% rolled up.

"The loan stock is subordinated to all other creditors of the Company including trade
creclitors,

2
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6,12 Deferred taxation

As ae 31 January 1995 and 29 January 1994, deferred taxation comprised:
1993 1994
£000 L£000
Accelerated capital allowances 234 281
Orther short erm diming differences (97) (1219
139 160

The Group hiad no unprovided deferred tax liabilities at cither of the above dates.
6,03 Other provisions for fabilities and charges

o

A5 al 31 January (998 and 29 January 1994, other provisions and liabilities comprised:

1993 1994

L0009 L9000

Provision for dilapidations of the long leasehold property 500 -

F g properd)

Provision for improvement of the computer system 250 250
Pravision for dilapidaiions and reorganisation of the

warghouse 30 80

830 530

A provision of £300,000 was sev up 1o cover dilapidations of the fong teasichold properiy and other patential
liabilities exdsting at 10 May 1939, the date Hanleys of London Limilee, formerly Hamleys Limited, was acquired
by the Company. Having tken external advice, the direciors ave of the opinitn that this provision is no lenger
required and it velease has bueen reflected i the profic and loss account for (he year ended 23 Januvary 1994, as an
exceptional item,

6.4 Called up shave capital
Asat 81 January 1992, 31 January 1993 and 29 January 1994, share capital comprised:

sAntharised
At 31 Jannary 1992 and 1993
and 29 fanuary 1994

Mumber L0604

Crdinary shares of 1p cach 3,626,245 36
‘B ordinary shares of Ip each 327,255 3
Delerved ordinary shares of Ip cach 41,798,000 411

457

Allotied and fully paid
Al 31 fannary 1593

At 21 Januory 1992 wid 29 farwary 1994

Number Loa0 Number £000

Ordinary shares of Ip each 3,566,943 a6 8,626,245 36
“B" ordinary shares of Ip cach 327,255 3 327,255 3
Deferred ordinary shares ol Ip each 39,299,100 893 39,299,100 393
432 152

£
uiﬁi“
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.05 Heserves

Share Profit

Jemiin and dois

account acrount

L1000 L1000

At Febsvuary 1991 6,603 o7
Loss for the year - (846)
Ow issue of shaves ducing the year 24
Share issue costs (30°7)
ALST Janwary 1092 6,195 (749)
Profit for the year - 390
On issue of shares during the year 3 -
A3l January 1993 5,188 {59}
Profit for the year - 1,859
AL 29 January 1994 6,198 1,800

Fhe goodwill reserve arase in connection with the acquisition of Hamieys of London
Limited, formerly Hanleys Limited, by the Company on 10 May 1989,

6.6 Nelcash flow from operaling getioities

The reconcilintions of the operating profit to the net cash Haw lrom operating acuvities for
. 2 a
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each of the years ended 31 January 1993, 81 fanvary 1993 and 29 January 1994 are set out | Jt
Lelow. i
Ph
1992 1993 1994 iy
L000 £000 £600 B
Net profit before interest and taxation 980 2401 3,595 i' ;
Depreciation of tangible Nxed assers 220 339 428 f{ﬂ.
Loss on sale of tangible fixed assets 11 ﬂ‘
Write down ol long leasehold property 466
Decrensef(increase) in stocks 1,873 O (21
Decrease/inerease) in debtors 39 (283 (41)
(Deereasedincrease in creditors (1,188) 193 808
Incrensef/(decrease) in provisions Tor liabilities
andd charges &0 (500
Net cash inflow [rom operating aclivites },935 2,528 4,556

A
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Anelysss of changes in financing

For cach of the years ended 81 Januwary 1992, 81 Jurwary 1993 and 29 January 1994, the

changes in financing were as follows:

ALl February 1991

Shares issucd for cash (net of expenses)

Loans received

Intc'lc‘sl volled up in the year

Capital 1epayments

At 34 fanuary 1999
Shaves issued for cash

Ireerest rolled up in the year

Capinl repayments
PR

AL January 1993

lntevest volled up in the year

Capial repayments

AL 29 January 19894

Analysis of changes in cash and cash equivalenis

Share capital

and share Finance lease
Jrreminr Lonas  obligaiions
L0000 £000 L0000
7,002 18,200 s
{445)

- 5,017

- 99
- (3,050) {G3)

3,557 13,959 293

- 495 -
- (76

6,550 13,758 147

- 510 -
- {250) 51

G, 5H7 14,021 (36

For cach of the years ended 31 January 1992, 81 Januar y 1993 and 24 January 1994, the

changes in cash and cash equivalents were as follows:

At ] 'I"'Ebl'lunm‘}-' 1991
Net cash outllow

ALST famuayry 1902
Net, cash inflow

AL 31 January 1093
Net cash inflow

AL 29 January 1994

Mejor non-cash iransactions

Nt cosh

Cresti et beenk Henh inflowy
and inhand  overdrafls foulflow)
Loep L0060 E000
136 (302)
{98) {314y 412
28 (LG
861 1,080 14
5990 (56)
£,581 46 2417
2780

As detaited in note G4 the inferior baak loan, the Unsecared Loan Mows 1998 and the
Deep Discount Ynsceured Logn Stock 1998 atracted rolled up interest amownting 1o; 1994:

£519,000, 1998: £493,000 and 1992: £92.000,
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6.20 Contingent lichilities

As at 20 January 1994, the Group had a contingent liability in respect of guarantee given
it favour of Her Majesty's Customs and Excise for potential liabilities to the value of
£20,000,

G20 Capited commitments

Asar Bl January 1998 ol 29 January 1994, capital commitments comprised
. ) J K » G| |

1993 1994
£'000 £000
Ciomtracted for but not provided 292 -
Authorised but not yet contracted for 597 -

6.22 Other financial commitments

Ag at 31 January 1968 and F”J‘dellll.ll y 1054, the Group was committed to waking the
following annual payments in respect of operating leases:

Land and buildings Other
1993 1994 1993 1954
L000 £000 £'000 L1000
Leases which expire:
= within one year - 106 4 -
- within two 10 five years | 0 118 57 38
- after five years 1,180 1,150 - -
1,256 1,374 4] 38

As a3 January 1093 and 29 January 1994, the Group had the following obligations due

under finance leases in respect of the purchase of tangible fixed assets:
1993 1994
£000 L0
Minfraurm lease payments payable:
- wilthin one year 92 G9
-~ within two to five years 69 -
161 69
Finance charges allocated 1o fature peciods (14) (3)
147 66

n
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Bension schemes

Unud 81 March 1992, the Group operated a defined benefit pension scheme. From Lt
date, ermployee and employer contributions ta this schete ceased and a group adminisiered
personal pension plan scheme has been estublished in its stead, The new scheme is not a
company scheme; bowever, the Group does cotiribute 1o Lhe individual employee pension
plans. Totl contributions in the year amou nted to £50,000 (199%: £49,000). There weve no
contributions payable at the year end.

fxissing benefits of the members of the old defined beneft scheme are in the process of
being wansferred 10 the relevant individuals’ persenal pension plans. Once this has been
achievecl, this pension scheme will be wound up. Having laken acvice irom the old scheme’s
actuavial consuliants, tie divectors believe this scheme to be solvent,

Bost balanee sheel events

At an extraordinavy general meeting held on 25 April 1994, u resolution was passed,
conditional, infer afie, wpon the London Stock Exchange agreeing 1o admit the ordinary
share capiual of the Company o the Qfficial List (“Listing"}, whereby the dirgciors were
authorised and directed (1) to apply an wmount of share premium in payiriyg up 75,116,500
orclinary shares of tp each in full at par o be allotted] to the members of the Company on &
10 Tor I basis (i) to consolidate the then existing ardinary share capital into ordinary shares
ol 5p each (ifi) to repurchase all ol the deferred ordinary shaves of 1p each of the Company
at a price o 1p for every 100,000 shares and (iv) Lo redesipnate and consolidate all of the
deferred ordinary shares intg ordinary shares ol 5y cach.

On 36 April 1994, the Company enlered into an agreement with ] O Hambro Magan &
Sompany Limited and Cazenove & Co. tconditional upen Listing) for 10,387,433 ordinary
shares to be placed (subject 1o recall 1o satisly pplicants to an intermediaries offer) atan
offer price of 188p, of which 7,027,028 are new ordinary shares of 5p each being issued by
the Company Lo raise approsimately £12.0 miliion fafler expenses) 1 be used to repay
borrowings.

Yours faithfully

Panncll Keir Forster
Chartercd Accounianis




Part V Pro Forma Finan cial Information

r

1. Pro forma consolidated profit statement and pro forma earnings per
ordinary share
Set out below is a fro forma consolicaied profit siatement of the Lroup far the year ended 29
January 1994, This statement is inchuded as the Placing and Offer will result inn
fundamental chiange in the Company’s capital structure and is for illustrative purposes onky.
Fhe statement is based on the consolidated profit and Yoss acooumt for the year ended 28
January 199 as set out in the Accountunts’ Report, after making adjustments as if the net
proceeds of the Placing and OfTer of £12.0 million receivable by the Company had been
veceiverd on } Yebruary 1993 and had been applied at that date as set out i the seclion
crtited “Rensons for the Phacing and Offer and use of proceeds” in Part 1 of this
dosument. Accordingly, inwerest payable has been reduced by £768,000, being ihe intercst
payable on the net decrease of £19.0 milion in borrowings following the Placing and Cffer,
caleutated aL the average rate payable on the Group's borrowings for the year ol 6.4 pev
cent, The adjustments 1o [@xadon which arise from this reduction are caleulated at the UK
corporalion Lax raie ol 33 por cent,
Pey
Acearntants’

vear ended 29 Juwny 1994 Report  Adjusiniends Pro forma

Lo L0080 Loot
Operating profit 5,603 - 3.505
et interest payable - (BErG THE (131
Profit on ordinary activities before taxation RG] THE 3404
“Taxation on profit on ordinary acilvities f937) {253} {1,000)
Profit on crdinary activities afier taxation 1,459 515 2,574
Earnings per ordinary share H.3p 1044

Pro formna, catnings per ordinary shave have been calenlzated on the pro forma profiton
orcinary activities after taxation and 22,841,028 ovdinary shaves, being the number of
ordinary shares in issue hnmediatety lfollowing the Placing and Qtfer.

No adjustents have been made to reflea, trading orany other events since 29 January
1994,

1%
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2 Pro forma consolidated balance sheet

Set ont below, for illustrative purnses only, is & pro forma consolidated balance sheet of the
Group as at. 24 January 1094, which beeause of its nature cannot give a complete piciure ol
the hinancial position. This is based on the consolidated balance sheet of the Croup as at 28
January 1994 as sct out in the Accountants’ Repaort, after muking adjusinents as il the net
proceeds of the Placing and Offer of £12.0 million, assumead to be veceived by the Company
on 20 January 1594, had been applied in the repayment ofbank and ather debt and o

. refloet the Capital Reorganisation described in Par, VI of this document.

Per
Areoundunis’
At 29 jannary 1994 Report Adjustiments Fro forma
L0010 L0200 L0040
Fixed assets
Tangible asscts 28850 - 2,280
OTrent assels
Sioch 1,923 - 1,893
Debuors Tid - 774
Cash at bank ane in hand 9790 (2,021) 759
BAYT (2,021) %456
Creditors: pamonnts falling de within one year 1953 250 {3,94%)
Not current sssets/(Habilities) 1,254 (1,771 {487
Towl assets less current labhilitics 8,084 {1,710 1,795
< editors: amounts Giling due afier move than one
yeur 3771 18,771 -
Provisions for liubilities and charges {490y - 1407}
Met Ulinbiliticsfussets {10,697) 12,000 1,405
[ e vt -
Capital andd FRserves
Cailed wtp share capital 432 710 i,112
Share premium account &,128 11,290 17,418
Profi and loss account 1,800 - 1,800
8,360 12,000 20,360
Gooadwill reserve (19,007) - {19,057}
Shareholders’ funds (10,697) 14,000 1,508
No adjusuments have been made o reflect trading or any other cvents since 20 fanuary

1994.

The Directors intend, following Listing, 1o make application to the High Courtior
permission o a pply the share pre i account against the goodhwill resevve.

2
.y
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5 Letter {rom Pa nnell Kerr Forster

y g

%ﬁ?ﬁ' P .é?&._l*{ NELL
worldwidz KERER
FORSTER

CHARTERED ACCOUNTANTS

witrnod Houser
St. Jarmes's Court
Friar Gate

Derby DE1IBT

The Dircctors
Hamleys plc

188-196 Regent Street
Loncon WIR GET

"The Directors

1O Hambvo Magan 2 Company Limited
82 Queen Anne’s Gate

London SWIH DAB

Carvencye & Co
12 Tekenhouse Yard
London ECZR TAN
23 Aprit 1994

Dear Sirs

Hamleys ple and subgidiary compauties (the “gamlays Group”)

We have reviewed the calculations and bases of preparation of the pro forma consolidated
profit statement and pro forma carnings per ordinary share for the year ended 29 January
1994 and the pro forma consolidated balance sheet al 90 January 1994 ol the Hamleys
Sroup {“the pro forma statements™), for which the Directors ol Hamleys ple are solely
pesponsible. The pro [orma statements, which have been preparad for ustrative purposes
only, are sctout in Part v of the listing pardeulars of Hambeys ple dated 26 April 1994,

in our opinion, the pro forma statemments have, su far as the caleulations are concerned,
been properly compiled on the bases of preparation set oul therein and on bases consisient
withs the accounting policies of the Hamleys Group. Fuvther, in pur opinion, the bases of
preparation are @ ppropriate in the context of the purpose for which the pro {orma
statements have been prepared.

Yours [aithlully

pannell Kerr Forsiey
Chartered Accountants

3
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Part VI Additional Information

1. The Company

{a) The Company was incorporated and registered in England and Wales on 24 February 1989
under the Companies Act 1985 (as amended) {the “Act”) as a private company lirnited by
shaves with the name Larchwood Limited and with registered number 2352435, On

18 Octobey 1989, the name of the Company was changed 1o Hamleys of London Limitec.

(b} The Company's registered olfice and principal place of business is 188-196 Regen: Sureet,
London WIR 6BT. It is a holding company [ts subsidiaries are described in paragra pha
Lelow,

(¢) On 8 April 1994, the Company was re-regisiered as a public limited company and changed
its name to Hamleys ple,

2. Share capital

(@) Prior 1o the passing of the Ordinary Resolutions referred to in paragraph (b) below, the
authorised share capital of the Company was £418,980 divided fnie 22,000 Orclinary Shares
of £1 each, 75,000 “A" or “BY Ordinary Shares ol £1 each, 5,000 “C" Ordinary Shares ol Ip

cach, 265,200 Freferred Ordinary Shares of £ each and 6,675,000 Redeemable Cumulative

Preference Shares of Ip cach of which 20,900 Ordinary Shares, 78,350 “A" Qrdinary Shares,
LG50 “B” Ovdinary Shares, 1 “C” Ordinary Share, 231,300 Preferred Ordinary Shares and

6,675,000 Redeemable Cumulative Preference Shares had been issued fully paid or credited

ay fully paid.

(b) Pursuant Lo Ordinary Resolutions passed on 10 January 1992, the authovised share capital
of the Company was increasec! from £418,930 to £457,515 by the ereation ol a further
#,853,500 Ordinary Shares of Ip each, Tu acdcition:

{f) cach ol the Ordinary Shares ol L1 cach was divided and redesignaed into one Ordinary
Share of 1p cach and 99 Delerred Shares of 1p each;

(i) each of the “A" Ordinary Shares of £1 ¢ach was divided and redesignated into one Ordinary
Share of 1p each and 99 Delerred Shares of 1p each;

(i} each of the “B" Ordinary $hares ol £1 each fereateed as a vesult of the conversion of 1,650
“A" Ordinary Shares of £1 each on 28 September 1988 in accovdance with the Company's
then Articles of Assaciation) was divided into and redesignated as oue "B" Ovdinavy Shave of
Ip each and 89 Deferred Shires of 1p each;

(iv) cach of the “C” Ordinary Shares of 1p cach was redesignated as an Ordinary Share ol 1p
aach

fw} each of the Redeemable Cumulative Preference Shares of [p ench was redesignaied asa
Delerred Share of Ip cacli;

(ui) cach of the Preferred Qudinary Shives of £1 each was divided fmo and redesignated as 100
Dieferred Shares of p cach, '

() On 10 January 1992, 2 firther 8,472,692 Orlinary Shaves ol 1p each and 325,605 “B”
Ordinary Shares ol 1p cach were issned fully paid, On L2 August 1992, a farther 59,302
Ordinary Shares of 1p each were issued fully paid.

(d) Priov to the passing of the specizl resolution relerved o n paragraph (¢) below, the
anthorised share capital o the Company was £457,515 divided inw 3,626,245 Ovdinary
Shares of 1p cach, 327,255 “B” Ordinary Shaves of 1p each and 41,798,000 Delerred
Orelinary Shares of 1p each, of which 8,626,245 Qrdinary Shares of 1p cach, 327,285 “B”
Ordinary Shaves of Ip each and $0,299,100 Deferred Grdinary Shaves of Ip cach were
issueel ully paid.

Jrage #0
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In accordance with 4 special resolution passed on 25 April 1924 the authosised and issued
share capimal of the Gompany was reorganised conditionally upon Listing us follows:

cach of the *B” Ordinary Shares of 1p each was redesigna ed as an Ordinary Share of Ip
cach;

the suthorised sharve capital of the Company was increased from £457,515 o £1,565,000 by
the creation of an additional 110,748,500 Ovdinary Shares of 1p each;

75,116,500 Ordinary Shares of Ip each were alloved and issued, credited as fully paid, by
way of bonus to holders of Ordinary Shares on the basis of 10 new Qrdinary Shaves of Ip
each for every Qrdinary Share of ip each then held;

all of the Ordinary Shares of 1p cach (including the Qrdinary Shares issued by way of bonus
as cffected in paragraph (iii) above) were consolidated into ovdinary shares at the vate of ohe
ordinary share for every five Ordinary Shares of Tpy;

Jhe Divectors were authovised for the purposes of Secion 80 of the Act to allow and issue
ordinary shares having a nominal amount not excecding £851,351.40 for cash at the Ofler
Price to be sold pursuant to the Macing and Offer as if Seciion 89 of the Act did notapply to
any such allommeny

an agreement by the Company to repurchase all of the Deferred Shares of 1p each at a price
ol 1 for every 100,000 Deferted Shares (or part thereol) so purchased was approved, with
the purchase to be completed on Listing;

]

subject to the purchase of the Delerrec Shaves by the Company pursuant 1o the agrezment
referred to in paragraph (vi) above, all of the Delerred Shaves af 1p each weve vedesignated
and consolidated into 8,559,600 crdinary shares;

vhe Divectors were authorised for the purposes of Section 80 of the Act to allot and issue
ordinary shares having a nominal amount not exceeding £380,680, such audhority (unless
previously revoked, varied or renewed) 1o expire on or at vhe canclusion of the Annual
Genevnl Meeting of the Company o be held i 1999

the Directors were.riven auhority to allot equity secu rities {as defined in Section 84(2) of
the Act) of the Company as if Section 89(1) ol the Act did notapply to any such allotment.
This authority expires (uoless previously renewed, varied or revoked by the Company in
general meeting) at the carlier ol the conclusion of the Annual General Meeting ol the
Company next lollowing the passing of the resclution and filtleen months from the date of
the resolution. The power is limited 1o (i} allotments ol cuity securities offered by way of
rights issue, open offer or otherwise 1o holders of ovdinary shares made in propaortion (as
nearly as may be) w0 their existing holdings {subject 1o exclusions or arrangements in
relation o fracions or legal or practical problems under the laws of or requirements of, infer
alia, stock exchanges in any wrritory) or {ii) allotments of cquity securitics lor cash up Lo an
aggoregale nowinal amount of £57 100 twhich excludes those 1o be subscribed pursuant o
the Placing and Ofler). The Company may, before the expiry of the period of author!
make an offer or agreement which would or wight require equity secerities to be atlotied
after the expivy of the authority and the Divedlors muy allol equity securities in pursnance of
such an offer or agreement as iF the power had not expired; and

A

the share premium accourl, including the share premium arising pursuait o the Placing
and Offer, will be cancelled subject 1o the cancellation being confirmed by the High Court.

Immedialely following Listing the purchase of all the Deferved Shaves of 1p each will be
completecd and the authorised shace capital of the Company will be £1,565,000 divided into
31,300,000 ordinary shares of which 29,841,028 will be issued and lully paid and 3,458,072
sl remain nnissted, OF e unissued share capital, 685,231 ordinavy shaves will be subject
to the executive share option scheme veferred o in paragrapl 4 below and will be reserved
(o issue in respect of options granted or Lo be granted under such exceutive shave aption
scheme, &
d"lggls
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fgt Save as disclosed in paragraph 8 betow and in this paragraph ¢, and save for the alloiment
and issue of ordinary shares pursuant to the Placing and Offer and the executive share
aption scheme referved o in pavagraph 4 below (i) no share or loan capital of the Company
or al'any of'its subsidiaries has, within the three years hefore the date of this document,
been issued or agreed to be issued or is now proposed to be issued [ully or partly paid,
either for cash or for 4 consideration other than cash or has been repurchased by the
Company (ii) save as disclosed in paragraph 7 below, no commissions, discounis ar
brokerages have been granted by the Gompany or by any of its subsidiaries within the three
years before the date of this document in cennection with the sale or issue of any shaves or
loan capital ol any such company and (iii) neither the Company nor any of'its subsidiaries
bias granted any eptions over its share or loan capital whicl remain outstanding or has

agreed to grantany such optiows.

3. Memorandcum and Articles of Asscciation
The Memovandum of Association of the Company provides that its principal objecis are 1o
act as an investment holding company. The objects of the Company are set out in full in
Clause 4 of its Memorvandum of Association.

‘ The Articles of Association of the Company (the *Articles”), which were adopred
conditionally on Listing pursuant to a special resolution passed on 25 April 1994, contain
provisions, amangst others, to the effect deseribed below. For the purposes of this

paragraph, the "Acts” means the Companies Acts 1985 ancl 1982,
(a) Voling rights

Subject to any special terms as 1o voling upon which shares may have been issued or may for
the time being be held or any suspension or abrogation of veting vights pursiuant to the
Articles (including circamstances where a statwtory notice requiring diselosure of the
beneficial ownership of shaves has not been complicd with), ata general meeting every
tnember present in person shall on a show ol hands, have one vote and every member
present in person or by proxy shafl, on a peil, have one vote for every ordinary share of
whichi he is the holder,

(b)) Dividesds

Subject 1o the Acts and the Articles, the Company may by ordinary resolution declare a
dividenel to be paid o the members according 1o their respective righis and interests, but no
dividend may exceed the amount recommended by the board. The board ray declare and
pay such interim dividends (including a cividend payable at a fixed vate) as appear to it 1o
be justificel by the profits of the Company available for distribution.

- Exceptas otherwise provided by the righus atached 10 siares, a dividend shall be declaree

- anct paid according o the amounts paid up on the shares in respect of which the dividend is
declared and paid, but no amount paid up ona share in advance of a call may be weated as
paidd up on the share. Dividends shall be apportioned and paid propordonately w the
amounts paid up on the shaves during any portion or portions of the period in respect. of
which the dividend is paid. Dividends uncla’ ~d for a period ol 12 years after having been
declared are forfeited and cease 0 remain owing by the Company.

Without prejudice to the provisions of the Articles, the board may, with the prior authuw, 'y
of an ordinary resolution ol the Company, divect that payment. of a dividend may be
satisfied wholly or in part by the distribution of specific assets and, in pavticular of paid up
shares or debentures of another company, The board may, with the prior authority of an
ordinary resolution ol the Company, adlot 1o those holders of a particular class of shares who
have ¢lecied to reccive them further shaves credited as fully paid, instead ol cash in respect
ol all or part ol a dividend or dividends specified by the resolution

fi!’f
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(e) Distribution of assels mt a winding uf

On a voluntary winding up of the Company, the liquidkator may, on obilaining any smnction
required by law, divide among the members in kind the whole or any part of the assets of
the Company, whether or not the assets shall consist of property of ane kind or of different
kinds. For this purpose the Hguidator may sei the value he deems Fair on a dass or casses of
property, and way determine on the basis of that valnation and in accordance with the then
exlsting rights of members how the division is 1o be carvicd aus between members or dasses
ol members, The liquidator may mot, however, distribite to @ membert without his consent
an assen 1o which there is attached a liability or potential Jiability for the ewner.

() Cransfer of siares

A member may transfer all or aity of his shares by instrument of transfor in writing in any
usual Form or in ancther form approved by the board and the instrument shall be executed
by or on behalf of the ransferor and {in the case of a transfer of a share which is not (ully
paid) by or on Lehall of the wansferee. The board may, in its absolule discretion and
without giving veason, refuse Lo register the transfer of a share or renungiation of a
renounceable letier of altotrent unless all of the following con ditions are satisfiad:

(i) itis in respect of a share which is fully s
(i) ivis in respect of a share on which the Company has no lien (this right only applies w partly
paid shares);
(5} it is in respect of only one class ol shares;
(v} it is in favour of a single transferes or renounces OF NOL more than four joint trensferees or
PEROUNCEES;

P

(z
(wi} it is delivered for registation to the oflice or such other place as the board may decide, ﬁ

it is duly stamped (iCrequired); and

accompanied by the ceviificatc for the shares wo whicl i relates (except in the case of'a
transfer by a recoguised person where a certificate has not been issucd, or b e case of o
renunciation) and such other evidence s the board may reasonably require to prove the
litle of the tansferor or person renouncing and the due execution by him of the uansfer or
renunciation or, i the transler or renunciation s executed by some other person on s
pehall, the authority of that person to do so.

The 1egistration of Lransfers may be suspen ded at such tmes and lav such peried (ot
excreding 40 days in any year) as the board may decide and either gencrally or in vespect of
a particular elass of shares.

e Articles do not contain any pre-ampuion vights, The provisions of Seetion 89 of the Act,
which eanfer on shareholders rights of pre-emption in regpect ol the allotment of eouity
securitics which are, or are 1 be, paid up in cash, apply to the authorised but unissued
share capital of the Company, save to the extent disapplice, as referred 1o fn pavagraph 2(e)

above,
(e) Variation of vights

(i

Subject to the Acls, the rights attached 10 2 class of shares may be varfed whether or not the
Company is being wound up (i) in such manner (i any) as may be provided by those righis,
or () in the absente of provision, cither with the consent in writing of the holders ol at least
Urvee-fourths of the nowinal amount of the issuct shares of that class or with the sanction of
an extraordinary resolution passed al 4 separate srcering of the holders of the issued shares
of that class valiclly held in accordance with the Articles,

Ay
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(it} The rights attached 1o a class of shares are not, unless otherwise expressly provicled in the
rights atiaching to those shares, deemed o be varied by the creation or issue of further
shaves ranking puiri fiassie with, or subsequent 1 them, or by the purchase or redemption by
the Company of'its own shares in accordance with the Acts and the Articles.

el S0 i
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{f) Share capital and changes in capitol

\
?
(i) The Company may, by ordinary resaiution, increase its share capital by a sum 11 be divided
hnoshnmm(ﬂMMuunounlpnnmﬁbedtwnhc:wmﬂuﬁon,mnumﬁduuumu]dhﬁdunucwwnuwmﬁu;
shave capital inte shares of a larger amount, sub-divide all or any ol its shares into shares ol
asmaller amount and decide that the shares vesulting from the sub-division have aITIaN s
themselves o preference or other acvantage or be subject to a restriction and caneel shares
vdﬁdmiuthUCMMaofﬂu”;smhwpﬂﬁﬁw:wmﬂuuon,haw:nolbmnluwmntnwuyﬂodLnkm

taken by 2 person and diminish the amount of its share eapital by the amount of the shares
so cancelled,

(1) Subject to the Acts the Company may by spedial resolution reduce its share capital, any
capital redemplion reserve and share premium aceownt in any way.

(i) Subject to the Acts the Company may purchase shares ol any class {including redecmable
shares) in its own capital in any way.

{g) Divectors

A director may not vote on a resolution of the board or of o commitee of the board
tongerning a contract, arrangement, Lransaction or propasal to which the Company is or is
to be a party and in which he s, to his knowledge, materially interested directly or indirectly
(otherwise than by virtue ol his interest in shares, or debeniures or other securities of or
otherwise in or through the Company) but this prohibition does not apply 1o a resolution
concerning any ol the lollowing mailers:

Mmmm e mm“mgﬁﬁﬂ =§

(1) the giving to him ol a guarantee, security or indemnity in respect of money lent or
obligations incurred by him ac the request of or for the benefit ol the Company or any of
its sulssicliary undertakings;

e e ) R M AR LY o SRR
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(%) the giving 10 a third party of a guaraniee, security or indemmity in respect ol a delbt, or
obligation ol the Company ar any of its subsidiary undertakings for which he himsell has
) assumed responsibility in whole or in part, either alone or joinuly with others, under a
guarantee or indemunity or by the giving ol securicy;

(3) acontract, arrangement, transaction or proposal concerniing an offer of shaves,
debentures or other sceurities of the Company or of any ¢f'iLs subsidiary undertakings
for subscription or purchase, in which offer he is o+ may be entitled to participate as @
holder of securitics or in the underwriiing or sub underwriting thereol;

(4) acontract, arrangement, transaction or proposal to which the Company is or is to be a
party concerning another company (inchading a subsidiary undertaking of the Com jrany)
in which he is interesied (directly or indirectly) and whether as an officer, shareholder,
mIMMcm{wcnhcmvmmjfhcisnotﬂuﬁhmwmrqurkwncﬁﬂnHyhnﬂnﬂmmlhxoncpmrcan
or more of the eapital of the relevant company;

{F) a contrac, arrangement, transaction or proposal concerning the adoption, modification
or operadon of a pension, retirement, death or disability henefits scheme or personal
pension plan or employees’ share scheme under which he may benefit and which either
{a) has been approved, or is subject 1o and is conditional on approval, by the Inland
Revere for taxation purpases, or (b) refawes 1o both employees and directors of the
Company (or any of its subsidiary undertakings) and does not accord to a divector ns
such a privilege or advantage not accorded o the employtes to wham the scheme or
fund relates;
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(6) @ conlract, arvingement, ransactiot or proposal for the benefit of employtes of the
Gompany or any of its subsidiary undertakings under whie ™ the director benefits in a
similar manger to employees and which does not accerd toa director as such a privilege
or advantage not zecorded 1o the emplayees 10 whom il retates; and

a conlract, arrangament, transaction or pl‘oq:u.’:-s:ell concerning the uznul‘r(:JE'l:ns;@ or
maintenance ol any insurance policy under which he may benefi

(7}

(i} A director may noL vote or be counted in the quornm on @ resolution of the board or
cormmitee of the board concerning his own appointment (including fixing or varying the
terms of his appeintment or its termination) as the holder of any oflice or place of profit
with the Company or any company in which the Company is interested,

(i) Unless otherwise decided by the Company by ordinary resolution, the Company shall pay 1o
the directars (but not alternate divectors) Tor their services as directors snel amount of
aggregate [ees as the hoard ¢ cicles (not exceeding £200,000 per annum) or such larger
amount as the Company may by orvdinary resolution decide. The agpregate fees shall be
divided amang the directors in such propertions as the board decides or, il no decision is
made, equally, A fee payable to a direcior is distinct. from any salary, remuneradeon or other
amount payable Lo him pursuant te other p rovisions of the Articles and acerues from day 1o

day.

(fp) A divector is entiled to be repaid all asonable travelling, hotel and other expenses
properly incurred by him in the performance of his duties as a direcar, including expenses
incurred in attending meetings ol the board or of com mittees of the buard or general ;

meetings or separate meetings ol the holders of a class of shares or debeniures.

(o) AL cach annual general meeting onckird of the directors who are subject 10 retivement by
atation ot il their number is not three or a muliple of three, the number nearest 1o but not
exceeding one-thivd shall vetive rom office. {fthere are fewer than three directors who are

subject to retivement by rotation, one shall retive from office,

(vi) No person Is incapable of being appointed a director by reason of his having reached the
age of 70 or another age. Special notice is not required in connection with the appointment
or the approval of the appointment of suel person. No director is required o vacate his
afice because he has reached the age of 70 or another age and Section 298 ol the Act does
not apply o the Company. Where a gencral meeting is convened at which, 1o the
knowledge of the board, a director is 1o e proposed for appointment or reapp pintment
who is at the date of the meeting 70 or more, the board shall give notice ol his age in the
notice convening the meeting or in a document. accompan ying the notice, but the accidental
omission o do so docs not invalidaie procecdings or an appoinunent or reappointment al
that divecior at that meeting.

{wii} A director need not be a member.

(uiii) Unless otherwise decided by the Gonpany by orclinary resolution the number of direetors is
not subject to a magimum but inust not be less than weo.

thy Borrowing pouers

The board may exercise all the powers ol the Company to borrow mioney and 10 mortgage
or charge all or part of the underwking, property, assets (present or future) and nncalled
capital ol the Company and, sulject uw the Acts, o issue debentures and other seeurities,
whether outright or as collateral security for a debt, linkility ov abligation of the Compuy or
of 1 third party. The board shall restrict the borrowings of the Company and shall exereise
all voting and other rights or powers ol contral cxercisable by the Company invel foty 1o s
subsicdiary undertakings so as w procure (as regards subsidiary undertakings, to the extent
that it can procure by such exercise) thal the aggregate principal amount outstanding i

cet of manies borrowed by the Group does not atany time without the previous
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sanction of an ordinary resolution of the Company exceed a sum equal to three dimes the
adjusted capital and reserves {as defined in the Articles) or, il'higher, £5,000,000.

——
-
——

- Pensions and benefity

(i) The board may exercise all the powers of the Corpany to provide pensions or other
% retirement or superannuation benefits and 1o provide dealh or disability benefits or other

1] szmmasorwanMSmmeumnm(wodmmﬁmﬂﬁwapmﬁm:wMJmorMmaumynme
B! lmunathﬂoruFﬂnMermmﬂnyorﬁDmcmnpmw\MWd:hornmsnmﬂmu Y

i undertaking of the Company or (iii) 2 company which is or was allied to or associated with
4 the Company or a subsidiary undertaking of the Company or (iv) a predecessor in business
L of the Campany or of a subsidiary undertaking of the Company (and for any member of his
it family, including & spousce or former spouse, or any person who is or was dependent on

: him}. For this purpose, the board may establish, maintain, subscribe and contribute to any

, scheme, trust or fund and pay premiums. The board may arrange for this to be done by the
ila Company alone or in conjunction with another person.

{f (ﬁ)'Hmabomnlnmwmmmﬁdmzdu:puwcmuxwﬂmned(nlUmnﬁnnwmﬂyluwhwfhnsu)nwmn

3 rovision for the benelit of a person employed or formerly empioyed by the Company o1

!g‘l -any ol'its subsicliary undertakings (or any member of his family, including a spouse o

i lormer spouse, or any person wha is or was dependent on him) in connection with the

I cassation or the wansler 1o a person of the whole or part ol the undertaking of the Conpany
e ol the subsidiary wndertaking,

i:' () Untraced shareholders

The Company is entitled o sell a share il

: (i) during a period of not less than 12 years, no cheque, order o warrant sent by the Company
through the post addressed (0 the member or person entitled by transmission has been
cashed;

ﬁUrmcmnmuMmMOHHMMmmrmﬂwmjMWheCmnwmyﬁnmlhnanmrmwmnmnemMMd
by wansmission; '

(i) in that period of 12 years the Company has paid at least three cash dividends (whether
interim or final); and

{{v) no such dividend has been ¢laiimed by the person entitled to it.
Alier the expiry ol this 12 year peried, the Company wust give three months’ notice in o
leading daily newspaper and in o newspaper circulating in the ares of the member's
registered address ol its inention 1o sell and must also give notice w the London Suck
ixchange of its intention to sell the share.

4. Executive share option scheme and employee share trust

Exeentive shave option schems

On 11 April 1994, the Company adopted an executive share option scheme 1o be known as
the Famleys Executive Share Option Scheme (the “Scheme). The Scheme has been
approved by the Inland Revenue under Schedule 9 10 the Income and Corporation Tases
Acl 1988 “ICTA"). No options have heen granted 1o date but options are intended 1o be
granted under the Scheme on Listing at the Offer Price. A summary of the principal terms
of the Scheme is set out below,
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(a}

()

0
(ii)
(i)

(iv)

(€)

(t)

(i)

|ﬁﬁ”

(V)

(i)

(iid)

Eligibility

The directors may select any director or employee of any member of the Group who is
required to devote substantially the whole of his working time, anc in any event at least 20
hours » week (25 hours in the case of o director), to the service ol the Group (other than
anyone within two years ol retirement or anyone who hasa material interest in & close
company and s therehy prohibited from participating under Paragraph 8, Schedule 910
1GTA) to participate in the Scheme.

Grant uf oplions

Options 1o acquire ordinary shares may normally only be granted in the period of six weeks
beginning with each of the dates belows

the date on which the Scheme was adopted by the Company;

the date ef approval of the Scheme by the Tnland Revenue;

the date of Lis sand

the dealing day next following the date on which the Company announces i results Tor any
period.

No options may be granted afier U April 2004. Options granted under the Scheme are
personal to the option holder and may not e transferred.

Price

“The price payable for each ordinary share under an option will be determined by the
directors before the grant of the option, provided chat it shall not be less than:

in the case of options granted on the date of Listing but belore clealings have comme nced,
the Oller Price; and

in the case of options granted after deahngs have commenced, the middle market quotation
for such shares as derived irom the London Stock Exchange Daily Official List lor the
dealing day immediaely preceding ihe date of grant.

Limils

The Scherne is sulyject wo the following tnits:

the number of ordinary shares which may be issued on'the exercise of options granted
under the Scheme and any other executive share option scheme adopted by the Company
in any ten year period may not exceed such nurrber of ordinary shares as represents five

per cent.

ol the ordinary share capital of the Company in issue [ron time (o Lime;

no options shall be granted under the Scherne in the period of five years beginning with the
year 1994 or any succesive perisd of five years if, at the time they are granted, they would
cause the number of ordinary shares which have been, or which may be, issued pursuant to
options granted uncler the Scheme or any other employee share schieme adaped by the
Gompany in the five year period in question or been issued in that period otherwise than
pursuant to options to exceed five per cent. of the ordinary share capital of the Company in
issue at that time or would cause the number of shares which shall ave been or may be
issucd in pursuance of options granted ir that period under the Scheme or any other

rare option scheme adopied by the Company to exceed three per cent, of such

exccutive §
ordinary share capital;

no options shall be granted in the period of three years beginning with the year 1901 orany
successive period of three years iat the tdme they are granted, they wonld cause the
number of ardinary shares which have been or which may be issued i thas period pursuant

4
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to options granted under the Scheme or any other employee share scheme adopted by the
Company or been issued in that period otherwise (han pursuant 1o options 1o exceed three
per cent, ol the ovdinavy shave capital of the Company in issue o that thme provided that

this limit shall not apply i te Lt in () above has been complied with at ail times;

¢} in the period of four years from the date of adoption of the Scheme, not more than wo an d
a haif per cent. of the issued ordinary shave capital of the Company may he placerd under
option or issued under the Scheme and any other executive share option seheme adopted
by the Compaby;

(o) the number of ardinary shares which may he issued under any employee share schemes
adopted by the Company i any len year period may not exceed such number ol ordinavy
shares as represents ten per cent. of the Company’s ordinary share capiial in issne fron tlrae
Lo time;

{oi) the towl subscription pricy payable for ordinavy shaves under options granted in any 1en

vear pertod w any exeoative under the Scheme and any other executive share option
scheme adopted by the Company {leaving out ol account options which have been
exercised) may nat exceed (our tmes the higher ol the otal remuneration (expressed as an
anral vate payable by the Group o the exeawtive) al that time and the wal remuneration
paicl by the Group w the execulive in the preceding 12 months, Options may be graned 10
replace earlier options which have been exercised;

{0if) \he aggregate markel value of ordinary shares which may be acquived in pursuance of
oplions granted 1o any employee or director uncler the Scheme and any other Inland
Revenue approved executive share option scheme adopied by the Company crrany
associzted company of the Company may not exceed the higher of:

(43 £100,000;

(2) four imes the amount of relevant emoluments for the current or preceding year of
assessment, whichever i the greaver; or

(3) if there were no relevant emohements lor the preceding year of assessment, four times the
amount of the relevant emeluments for the peviod of 12 months beginning with the first day
during the current year of assessuent in respect of which there are relevant emoluiments.

fe} Fxercise of oplions

1o normal dreumstarices, an option granted under the Scheme may not be excrdised earlier than
three years or more than ten years after the grant clate and unless any performance conditions
attaching (o the option have been met. However, early exercise of an option granted under the
Seheme is allowed iF an option holder ceases 10 be employed Ly veason of cleath, injury, cisabilicy,
redundaney or retirement, Special provisions apply in the circumstances of a takeover,

recansiruction o winding up of the Company. Ordinary shares issued on exercise of options will
[n} 4

vank port pesse with exisiing ordinary shares in accordance with the rules of the Scheme.

if) Performance largels

Opifons granted under the Scheme on Listing will be subject to a performance targel
whereby they may not be exercised unless the growth in the carnings per share ol the
Company in any thvee year period following the grant of options exceeds dhe inerease in the
retnil prices index duving that period Iy at least six per cont.

(g) Varintions of capital
in the event ol any increase o vaviadon of the share capital of the Company, the directors
may make such adjusiments as they congider appropriate 1o the number of ordinary shares
in regpect of whicluan option may be granted and tre price at which they may be acquired
under the Scheme, Adjustinerdts to the terms of options g anted under the Scheme must be

a approved by the lnland Revenue,

4

page 48

il



B

il

7SI

TR
A

(b} clenewdments

The direciors may aany time amend the Scheme. However, on or alter Listing the prior
approval of the Company in general mecting must be obtaimed in the case of amendmers
i the advantage of option holders, nnless the amendment 1 minor i1 nature and is made to
benefit the administraiion of the Scheme or is made o obimin or mainain fzvourable L,
exchange contrel or regulatory weatment for participants or any member of the Group. Any
amendment that is w the disadymage of participants requires the consent. o Ia majority of
the pasticipants, Any amendment to the Scheme also requires the prior approval of the
Inland Bevenue in arder for the Scheme to retain its Inland Revenue approved staus.

Ewmployee share frast

On 15 Dacember 1989 the Company established an employee share trusi {the “Employce
Share Trust™ for the purpose of holding shaves in the Company for the benefit of
employees. Hamleys Trusieoes Limited, ¢ wholly owned subsidiary of the Company, was

appointed to act as trustes of the Employee Share Trusl,

Arust deed seuing ont, inder afia, the trustees’ powers and duties was entered into by the
Company and Hamleys Trustees Limited on 15 December 1889, Pursuant to the terms of
the trust deed, the trustees are obliged 1o transler shares in the Company or to grant
options Lo acquire shares in the Company Lo selected employees of the Group upon such
rerms and conditions a5 the Company may from iime o time direet. Subject o that the
rusiees hold shares in the Company on discretionary vrusts (o the henefic of employees.

On 10 January 1992 the Employee Share Trust purchased shares in the Company using
funds borrowed from the Company. These shares were lawer converted inw 18,700
Ordinary Shares of 1p each aned 20,201,300 Deferred Sharves of 1p cach. Immediately
following Listing the Employee Share Trust will hald 74,800 ordinary shares. The Directors
intend o allocate the orclivary sharcs hele in the Employee Shary Trost from litne to time
as, inter alig, bonuses and in recognition of long service, No ordinary shares held in the
Employee Share Trust have heen allorated or are subject to aptions.

5 Directors’ and other interesis

(a) Linmediately following Listing the interests of the Directors i the ordinary shares which
have been notified by cach Divector w the Gampany pursuant 1o Section $24 or Section 328
of the Companies Act 1935 (the “Act”) and vequired to be shown in the Register of Birectors’
Tnterests maintained under Section 328 ol the Acl (ali of which are benelicial) (disregarding
applications to be made by Dircctors u nder the Placing and Offer) will be as follows:

Number o Percendape
! [+

ordinary of issued

? sheres gty

Divector share capital
Floward Dyer 1,652,484 7.2
Stephen Woodbridge 209,208 0.9
Michael Ridedy 200,908 0.9
Rupere Hamlro 165,012 0.7
Donald Mackenzie 117,388 0.5
Jim Hodkinson - -
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(b} | O Hambro & Company Limited, of which Rupert Hambro is a director and sharcholder,

{c)

{et)

fe)

()]

(g
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is a minority shareholder in | O Hambro Magan & Company Limited. | O Hambro &
Company Limited will, in aggregate, be inerested in a total of 153,512 ordinary shares
{oltowing Listing (on the basis that the reorganisation described in paragraph £{c) above has
hecome effective) represeming 0.7 per cent, of the issued share capital, ] O Hambro Magan
f Gompany Limited will be paid an advisory fee by the Company in connection with the

Placing and Offer, | O Hambro Nominges Limited holds 77 5,340 ordinary shares on behalf
of a company in which Rupert Hambro is a divector and i which } O Hambro 8 Company

Limited has a 25 per cent. interest.

Donald Mackenzic is a divector of CVE Capital Partners Limited which advises Citicor]y
Capital Investors Eavope Limited which, 1together with Cupital Investors Nominees Limited
and Capital Partnership Mominees Cimited will be interested in 2 wtal of 2,783,439 ordinary
shares fallowing Listing (on the basis that the reorganisation described in paragraph 2(e)
above has become cffective) representing 12,2 per cent. of the issued share capial and
Dounald Mackenzie has a personal ¢cconomic inerest in Lhese shaves.

Gave as disclosed in Part Y1 of this document, none of the Directors, and no person
connected with them for the purposes of Section 346 of the Acy, has, or on Listing will have,
any interest in the sharve capital of the Company ov ay of its subsidiaries.

Save as disclosed In paragraph (a) above and in the table below, the Directors are nol aware
of any peyson who, immediately following Listing, will be interested direcdy or indirectly in
three per cent. o move of the issued ordinary sharve capial of the Company:
Percenluge
Nuntberof — of issued
Sharveholder ordinary ordinary
shares share cafiitel

Clients of the Prudential Corporation group of compantes 778,824 8.4
Giticorp Capital [nvestors Europe Limited 2,283,433 10,0
CINVen Limieed® 3,976,004 1% .1
Lloyds Development Capital Limited 700,000 3.1
Phildlvew MNorpinces Limited 352,976 37

a5 manager of funds of British Coal Pension Funds and B ritish Kail Pension Funds,

No Director has or has had any interest in any transaction which is or was unusual in i
natare or conditions or is or was significant to the business ol the Group and which was
eflected by the Company during the curvent or immediately preceding linancial year or
which was eflected by the Company during any earlier financial yeu and which remains in
any respect outstanding or unperformed.

There are no outstanding loans granted by any wember ol the Group o the Directors, nor
any guarantees provided by any member of the Group for the benefit of the Directors.

Mone nf the Directors has any ar has had any diveet or indivect intevest in any assews which,
during the two years immediately preceding the date of this dacument, were acquired by or
disposcd of or leased 1o the Company or any of its subsidiaries or ave proposed to be
acquired by or disposed of or leased 1o the Company or any of its subsicliaries.
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fi. Directors’ service agreements and emoluments

fr} The Exceutive Divectors have each entered into a seyvice 5 agreement with the Company
daved 12 Aprit 1994, The service agreements are effective from 1 February 1994, are
rl'nu'rmnmble- 0N one years written notice h) the Company {or, in the case of' Stephen
Woundbridge and Michael Riddy, two years in the event of u tukeover of the Company) and
b.u.\ months written notice by the Directars given at any tme (1o ke efficy only after
: Febroary 1995). The service agreements, which are for full-time (’ttlp|wfr}:11u'l in relation o

Stc:pl'lu'rn Wondbridge and Michael Riddy and for one day per week in retation 1o Howard
Dyer, provide lor payment of the following annual salaries and pension contributions:
) ‘ Annnal
Anmnnal Jrension
Nanie sofary  contribution
Howard Dyer £50,000 -
Stephen Woodbridge Z100,000 £20,000
Michael Riddy £58,000 E11,60 .
(b) Save us disclosed above, there are no existing service agreements hetween any Director and

any member of the Group which do not expire or cannol be terminated withoul payment ol
compensation {other than statniory compensation) within ong year and no such contracts
are proposed,

(¢) The aggregate remuneration and benuses paid, pension fund contributions made and

benefits in kind granted 1o the Directors during the year ended 29 January 1994 was
£360,000. The aggregate amount. payable 1o the Directors under the amangements in foree

at the date of this document (including in each case pension fund contributions and benefits
in kind) is estimated 10 amount to £315,000 for the current financial year.

(d) The following options will be granted to the Directors vnder the Harleys Executive Share
Option Scheme at the option price referred 1o below prior to Listing and will remain
outstanding upon completion of the Placing and Offer,

Namber of

Option price medinary
per ovdinary shaves under
Direetor share apfion
Stephen Woodbridge 185n 14,205
Michael Ricdy 185p 67,108

7. Placing and Offer Agreement
() Byan agreement (tie "Placing and Offer Agreement”) dated 26 April between the
Lmnpany, the Dircetors, the sharcholars ol the Company who are selling shares pursuant
1o the Placing and Gifer (the *Vendor :"'P lin. Directors, Cazenove & Co, 'md J O Flambro
M"qf i 8¢ Comypany Limitecl, Cazenove & Co. has .lgwrcﬂ (conditionally upon Listing taking
place not later than 6 May, or such later tldt(' as the Company and Cazenove S Co. may
agree but, in any cyent, not later than 27 May):

o

(1) as agent for the Vendors, 1o yse its reasonable endeavours ta arrange for placees Lo
purchase 3,310,435 ordinary shares (the “Sale Shares™), of which, 1,158,652 ovdinary shares
shalt be placed subject to a vight of vecall to satisly applications by Internudiaries and
Preferential Applicants ‘

(if) as agent for the Clompnn ¥y L0 use its reasonable endeavours 1o arvange lor placees 1o
sutbscribe for 7,027,028 ardinary shares (the “Subscription Shares"), of which, 2 459460
ordinary shaves .slml‘l be placed subject to o right of recall 1o sutisly applications by
Intermecliavies and Prefereniial Applicanis

. J *it
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Ay agent for the Viendors in respect of the Sale Shares, and as agent for the Company in
respect of the Subscription Shaves wo ofler such shares (together the *Offer Shares™) 1o
Intermediavies and Prefevemial Applicants

i cach case ar the Offer Price, and, as principal, to purchase or subscribe at the Gller Price
such of the Cifer Shares as ave not purchased or subscribed pursuan 1o the Placing and
Qffer.

In considermion of their services:

the Company has agreed to pay Cazenove & Co. an advisory fee of £50,000 wgetiter with a
comeission ol two per cent, on the value at the Offer Frice of the number of Subscviption
shaves comprised in the Offer Shitres and & commission of ene per cent, on the vatue ar the
Olfer P'rice of the number of Subscription Shares which ave placed Gem

the Vendlors have ngreed o pay 1o Carenove & Co. i conunission of two pr rent. on the
value at the Offer Frice of the number of $ale Shares comprised in the Offer Shares and 5
commission of one per cent, on the value acthe Ofer Price of the number of Sale Shares
which are placed firn

togethier in each case with any applicable value added tax. Out of the commission referred
toabove, Cazenove will pay commissions (il any) wo placees;

the Compiny bas agreed 1w pay § O Hambro Magan & Company Limited an advisory fee of
approximately £206,000.

The number of ordinary shares being sold by the Yendors pursuant to the Placing and
Ol is as follows:

Numbe of

ordinary
Feundoy shares
Foward Dyer 250,000
Stephen Woodbridoe 23,000
lickael Riddy 28,000
Citicorp Capital Investors Europe Limited 1,141,741
Capital Partnership Nominges Limited 333,565
CINVen Limited** . 586,000
1O Hambro Nominees Lintited 387,620
Lioyds Development Capital Limited . 398,050
Charterhouse Developrment. Limited 203,050
Northern & Midland Nominees Limited 10,670

*nclucles 120,000 ordinary s‘l‘r‘urq:s‘.‘in w‘hiclh. Donald Mackenzje g ;.':_‘:u:rscu!;nl ilil'k.‘l‘l':st
®ray gensager of finds of British Coat Pension Funds and Bridsh Rail Pension Funds.

The Placing and Offer Agreemen contains warrantics by the Company and the Directors
(with the excepiion, by reagon of his recent appeintment to the Board, of Jim Hodkinson) as
Lo the accuracy ol information contained in this document and other matters velating 1o (he
Group and its business; an indemnity from the Company and the Exceutive Directors in
favour of Cazenove & Co.and | G Hambro Magan & Company Limited; and au inclrnnity
from tihe Excautive Directors io the Company in respect of cevtain liabilities to taxation,
Cazenave & Co. may terminate the Placing and Offer Agreement in specified civeumstances
prier Lo Listing, principally in the event o a maerial breach of the Placing and Offer

Agreement or ol any of the warranties contained in it

The Direetors huve undertaken not to dispose of any ordinary shares (other than pursuant
to the Placing and Offer Agreement) duving the period irom the date of the Placing and
Offer Agreement o the date of publicatizn of the Company's report and ncconnts for The
(inaacial year ended 3] Janaury 1905,
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(fi 36L5H ordinary shares (representing ten per cent. of the ordinary shaves being offered
pursuant 1o the Gffer) are being reservec in the first instance to meet applications by or for
the benefit of Preferential Applicants, Further details of the application procedure ave set
out it Part [T1 of this document.

{g) "The Placing and Offer Agreement provides for the Company to pay the costs and expenses
ofand incidental to the Placing and Qller and the zpplication for Listing including
accountzney and legal fees and expenses, primting and advertising cxpenses and the lees
and expenses of the Registrars except. that the Vendors shall be responsible Tor their own
fees and expenses including the payment of any stamp duty and commissions avising on the
sale of their Sale Shares unuer the Placing and Ofler Agreement, No expenses are being
specilicaily charged o subscribers or purebasers under the Placing and Offer Agreement,

8. Subsidiarie:
“T'he Company has three wholly owned subsidiaries each o which is a private company
registered in England and Waies and which has its registered office at 188-196 Regent
Street, London WIR 6137, Hamleys of London Limited and Mamieys Trustees Limited are
includecl in the consolidated accounts of the CGroup. Fouse of Toys Limited is novincluded
in the conselidated accounts of 1he Group as it was only acquired by the Group (as a ready-
nmade company) on 15 March 1994, All subsidiaries operate in their country of
incorporation,

Neme Date of incorporation.  Principal activities Issued capital (fully paid)

Hamleys of London  17.8,1988 Renilers 100 Ordinary Shares

Limited (formerly of £1 each

Famileys Limited)

Hamleys Trustees [6.11.1989 Employce Beneflit 2 Ordinary Shares of

Limited Trust L1 cach

House of Toys Limited  14.1.1994 Concession L Ordinary Share of £1
Cperations {issucd wpon

incorporation}

9. Principal establishment
I

The Group’s principal establishment is 188196 Regent Street, London WIR 687, This
property has an approximate total nrea of 65,000 sq.fi. and is held on o leaselold basis, The
lease is for a term of 99 years and commenced on 5 Januaey 1981 The annual rent,
currently £1.15 million, is subject to review every five years {subject to variation) with the
nest rent review due to take place with effect from 5 January 1996.

10, Material coniracts
The following contracts, not being contracts in the ordinary course ol usiness, were
entered into by the Company and its subsidiaries within the twa yeavs immediately
sreceding the date of this document and are, or may be, material:

(i) A Facilities Termination Agreement dated 22 April 1994 between the Company, Hamleys of
London Limited, National Westminster Bank Ple and The Governor and Company of the
Bank of Scotland which, inter afia, establishes the werms vpon which the Company's existing
bank Deilities will e repaid o of the proceeds of the Placing sod Olfer; and

() Ve Placing and Ofer Agreement referred o in paragraph 7 above,
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[z 1989, Han leys Linmived was prosecuted by Westminster City Councif for contravention of
the Shops Ao 1050 and fined £2,000, The Regent Stree stare is cantinuing ta open for six
hours every Sanday in contravention of the Shops Act 1950. The Sunday Trading Bill which
s intended (e reforrn the Shops Act 1950 is currendy progressing through Parlianent, 1 ihe
Sunclay Tracing Bill is enacted in its current forw, the Regent Street store’s Sunday
opening hours will Le in accordance with that legistaion. The existing restriciions on
Sunday trading also apply to the Company’s shop a1 Covent Garden b refation 1o 54
Surdays in each year, but do not apply 1o the Company's shop at Heathrow Terminal 4,

Save as disclosed above neither the Company nor any of its subsidiarics is or has been
engaged in any legal or arbitration proceedings which may have, or have had during the 12
months preceding the date of this docement, a significant effect on the Group's financial
position nor are any such proceedings pending or threatened against the Com pany or any

of is subsidiarics.

12, Working capital

18, Ta
(a)

{#it)

page 54

The Directors are of the apinion that, tking inte aceount bank facilities wvailable 10 the
Group following the Placing and Oller and the proceeds of the Placing and Offer, the
Growp has sullicient working capital fov its presem, requirements.

xation

Starap duty and stamp duty reserve tax

Except in relation to depositary receipt arrangements and dearance services where special
rles apply:

no stamp duty or stamp duty reserve tax (*SDRT”) is payable on the alloiment by the
Company pursuant to the Placing and Ofler of new ordinary shares for cash or on the issue
ol renounceable letiers of allocation or share certificates in respect of such shares:

a sale by a Vendor to an applicant under the Intermediaries Offer or an original placee
pursuant t the Placing and Offer of existing crdinary shares where the sale is not
completed by atransfer of the Vendor's vegistered title 1o such shares will generally not be
liable to stamp duty, but the applicant or orviginal placee will generally be liable 10 SDRT at
the rate of §0p for every £100 or part thereof of the ampunt or value of the consideration.

However, the Vendors have agreed o pay such SDR'T, provided that the liablity of the
applicant or oviginal placee is Lo SDRT at the rate of 50p per £100 or part thereal. The
Commissioners of (nland Revenne have agreed in terms of Regulation 4 of the Stamp Duty
Reserve Tax Regulations 1986 that they will aceepy notification and payment by Cazenove &
Co. ofany SDRT hability incurred by original placess who pursuant 1o the Placing and
Offer are allocated existing ordinary shares being sold by the Vendors as discharging any
liability of such placees 1o notily and account for SDR'T, provicied that, their lizbilivyy would
otherwise be to pay SDRT al the vate of 50p per £100 or part thereol

a purchaser of rights (o existing or new ordinary shares represented by renounceable letters
of aftocation from an applicant under the Jntermediaries Offer or an original placee ora
renouncee on or before the latest time for regisuation of renunciation will generally be
Bable to SDRT 2t the rate of 50p for every £100 (or part thereod) of the amount or value of
the consideration. The Regulation 4 agreement mentioned in sub-paragraph (ii) above does
notcover any such SDRT labiliy and does not tierefore, in particular cover any SDRT
ltability Incurred by clients of Gazenave & Co. or any Intermediary arising from the sale by
Carenove & Co. or any Intermeddiary  such clients of rights to existi ng or new ordinary
shares represented by rencunceable leters of allocation where Cazenove & Co. or any
Intermedinry has become entitled o the vights as a principal and is selling them as such;

.
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fiv) asale of existing ordinary shares by a Vendor to an applicant under the Intermediarics
Offer or an original placee under the Placing and Offer er asale of existing or new ordinary
shares by the applicant, (lri;;illzrl]ndh1c321:-crr'rtr|firrbcnrrrlcudﬁhzlt: renouncee o the uliimate
renouncee or a sale of existing or new ordinary shares after the latest time for registration of
renunciation, in each case where the sale is completed by a transfer of the Vendor's
registered title 10 such shares within two months of the date of the agreement or, if later, of
its becoming wnconditional, will generally be subject 1o stamp dity at the rate of 50p for
every £100 (o part thereol) of the amount or value of the consideration, and an agreement
to sell existing or new ordinary shares alter that time which is not completed by a duly
stamped transfer within two months of the date of the agreement o, if later, of its becoming
unconditional will generally be subjeet to SDRT at the rate of 50p for every £100 (or part
thereof) of the amount or value of the consideration. "The purchaser normally pays the
stamp duty or SDRT. However, the Vendors have agreed o pay the siamp duty o
transfers of their registered titles to such shares 1o an applicant, original placee or ultimate
renouncee, as the case may be, provided that his liability is to pay stamp duty acihe vave of
B0p per £100 ar part thereof;

fv) no stamp duey or SDRT s payable on the registration of the original holders of
renouncenble letters of allocation or their renouncees pursuant to the Placing and Offer or
on the issue o them of new ordinary shares pursuant o such regisoration.

{8} Dividends
Under current legislaon no tax is withheld by the Company [rom dividend payments.
However, on paying a dividend the Company Is liable 1o account to the Inland Revenue for
aclvance corporation tax (“ACT™), The rate of ACT is equal to one quarter of the dividend,
ACT patcl by t[lc:‘ﬁ‘rillly:anrly can be a(Wleﬂrr'lgfillllst the Group’s liability 10 corporation tax,
subject to certain limits and resirictions.

Any individual shareholder resident for tas purposes in the United Kingdom will be entitled
to a tax credit in respect of any dividend received equal to one-quarter of the amount of the
dividend. Such an individual sharcholder’s liability to United Kingdom income tax is
calculated on the sum of the dividend and the tax eredit which will be regarded as the wop
stice of the individual's income, The ax credit therelore equals 20 per cent. of the combine
amount of the dividend and rax credic. The tax eredit will be available 10 olfser such
sharehalder's liabilivy (ifany) 1o income 1ax on the dividend. A shareholder lable 1w income
tax atc only the lower or basic vate will have no further Tiability 0 income 1ax on the
dividend. A shareholder liable to income tax at the higher rate will be Tial:le 1o pay
additional income tax at a rate equivalent to the difference between the lower rate and the
higher rate of income ax (that difference currently being 20 per cent). If the 1ax credit
exceeds the sharcholder's overall liabilivy to income tax {taking into account his other
income and any cther tax credits and allowanges), he may be able to claim payment of the
excess in cash [rom the Inland Revenue.

A corporate shareholder vesident [or tax purposes in the United Kingdom will not normally
Le liable to United Kingdom taxation on any dividend received. The dividend and
associnted wax credit are instead normally treated as franked investment income and,
accordingly, the shareholder can offset the tax credit against its own liability to acconn. for
ACT on its own distributions.

In appropriate cases, the tax credic may be recliimed in cash from the Tnland Ravenue.

&
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Whether shareholders who are residens for tx purposes in countries sther than the United
Kivgdom are entited to 3 payment ffom the Infand Revenue ofa proportion of ihe tax
eredit in respeet of any dividends received depends in ge neral upon the provisions of any
double txation conventon which exists between such countries and the United Ringdom.
Individual sharebolders who are resident for tax purposes in conntyies other than the
United Kingdom but who are Commonwealth citizens, citizens of the Repubtic of Ireland,
residents of the Isle of Man or the Channel Istands or certain other pevsons are entided o a
tax creclit which they may set oTagainst their totat United Kingdom income ax linbility ov,
in appropriate cases, reclaim in cash, Sharcholders who are regident. for tax purposes in
countries other than the United Kingdom should consult thelr owa tx advisers coRcerning
their tx lizbilities on dividends received and as to whether they are entided 1o reclaiiany
part of the tax credit and, if so, the procedure for claiming payment and what relief or
crecit may be claimed in respect of such tax eredit in the country in which they are so

resident.

Inunediately following the Placing and Offer “ne Company 1s unlikely to be a close
company within the meaning of Seciion 414 of the ncome and Corporation Taxes Act 1988,

The staternents made in the paragraphs above are intended as a general guide only w
current United Kingdom taw and Inland Revenue practice and may not apply to certain
classes of persons (such as dealers in securities), Any person who is inany doubt as to his tax
position: or requires more detailed information shouldl consult his professional adviser.

14, Pensions

Until 81 Mavch 1992 the Company operated a defined benclit pensien scheme, From that
date, cmployee and employer contributions to this scheme ceased and a group adminisiered
personal pension plan scheme was established in its stead, ‘The new scheme is nol operated
by the Company. However, the Company does contribute wo individual employee pension
plans. Total contributions by the Company for the year ended on 31 January 1993
amounted to approximately £48,000 and for the year ended on 29 [anuary 1994 amounted
to approximately £50,000. For the year end ed 29 January 1994, this amount constituled

Fugd

approximately 8.75 per cent, of pensionable salaries.
Existing benefits af the members of the old defined benefit scheme are in the process of
being ansferred to the relevant individuals’ personal pension plans, Once these Lransiers
have been made the defined benelit scheme will be wound up.

15. Consents and general

{a)

b

{e)

‘

{4

(e)

&

iy
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Pannetl Kerr Forster have given and have not withdrawn their written consent 1o the issue
of this documeny with the tnclusion of their report set out in Part IV and their letter set out
in PtV of this document and with the references thereto and o itsell in the form el
contoxt in which they appear.

] O Hambro Magen & Company Limited and Cazenove & Co. have each given and have
ot withdrawn their writien consent to the issue of this document with the references to
them in the form and context in which they appear,

The Offer Price vepresents o premivm of 180p per ordinary share over the nominal value of
p per ordinary shave,

It is expected that renounceable letters nfallocation will be despatclied on § May 1994 and
definitive share certificates on 14 June 1984, whereupon all the ordinary shares will be in
registered form,

| ¢ Hambro Magan & Company Limiwed, a member ol The Sccurities and Futures
Authoriy Limited, is regisiered in England and Wales with registeved wumbeyr 2187843 and
its registered ollice i5 a1 82 Queen Anne's Gale, Loudon SWWIH OAB,
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Cazenove & Co., 2 member of The Securities and Futures Authority Limited, has its
principal place of business at 12 Tokenhouse Yard, London ECZR 7AN

“The total costs payable by the Company {exclusive of VAT but inclusive of underwriting
commissions as set out in paragraph 7 of Part VI ol this document) in connection with the
Placing and Offer and Listing are estimated to amount to £1.0 million.

There are na arrangements in existence under which futire dividends are 1o be waived or
agreed to be waived.

No payment or other benefit, has been paid, or given, 1o 2 promoter ol the Gompany.

Save as disclosed in paragraph 6.24 of Part 1V of this document there has been ne
significant change in the (inancial or trading position of the Group since 29 January 1994,
the date to which the Jast audited nceounts were made up.

Jim Hodkinson is a director of Survival Group Limited, a private company which went into
creditors voluntary liquidation on 28 April 1998, Rupert Hambro is a dircctor of Gavelink
Limited, a private company which went into ereclitors voluntary liquidation on 18 October
1995,

16. Documents available for inspection

(a)
{h)

{¢)

{d]
{¢)
()
(@
(i)
(i)

Copics of e following documents may be inspecied at the oiMces of Clifford Chance, 200
Aldersgate Street, London ECIA 4]] during usnal business hours on any weekday
(Saturclays, Sunclays and public bolidays exeepped) for a period of 14 days following the date
of this documen,

the Memaorandum and Asticles of Association of the Gompany;

the audited consolidated accounts of the Company and its subsidiaries for the two years
encled 29 Januavy 1994,

the Accountants’ Report set out in Part TV of this document and the statement of
adjustments relauing thereio,

the Accountants’ Letter sebout in Part V of this document;
the rules of the executive share option seheme referred o in pavagraph 4 above;
the trust decd relating 1o the Employee Siare Trost referred to in paragraph 4 above;

the service agreements relerred o n paragraph G above;

the material contracts referred ta in paragraph 10 above; and

the written consents referred to in paragraph 15 above,

v
265 April 1904, W/
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Definitions

“Accountants’ Report”

“Capital Reorganisation”

“Directors” or “Board”?

“EPOS"
“Harnleys” or “the Company”
“Hamleys Group™ or “the Group”

*Lntermediaries™

“Intermediaries Offer”

“Listing"”

“London Stock Exchange”

“MINTEL”

“Official List”
“Offer Price”
“ordinary shares"

“Placing and Offer”

pege 38

the Accountants’ Report set out in Part 1V of this document,

the reorganisation of the authorised and issued share capital
of the Company which has been effected conditionally upon

Listing, as described in Part V1 of this document

the dircctors of the Company, whose names appeat on page

4 ol this document,

electronic point of sale

Marnlays ple

the Comnpany wogether with i subsidiaries

member firms of the Landon Stock Excha nge and other
seeuriies houses authovised in the United Kingdom by The
Securities and Futures Autharity Limited, in each case,
independent of both | O Hambro Magan & Company
Limited and Cazenove & Co. and “Intermediary” shall be
construed accordingly

the olfer by Cancnove & Co. of 8,618,112 ordinary shares to
tatermediaries, further details of which are set oud in Part 11

of this document
atmission of the ordinary share eaphal of the Com pany,
stied snd now being issued, w te Oficial List of e

London Swock Exchange becoming effeetive
d B

The Imernadonat Stock Exchunge of the United Kingdom
and the Republic of Treland Limited

Mintel International Group Limited, pullishers of the
Specialist Toy Retailers Report in 1698

the Olicial List of' the London Stock Exchange
HiBp per ordinary shave
ordinary shares ol 8p cach in (he Company

the Placing and the Tntermediaries Offer
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“Placiing” the placing by Cazenove & Co. of 10,837,463 ordinavy
shiaves, as deseribed in Part IT1 of this document

“Preferential Applicants” Directors, former directors and eligible emplayees who apply
for ordinary sharcs

“Rerent Street store’™ Flamleys’ store at 188-196 Regen Street, London WIR 6B
& ¥ 3
“Vendors certain shaveholders of the Compai , ho ave selling

ordinary shares in the Placing and Offer

JQ‘!.‘
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