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pARRUNS LIMITED i,

DIBECTORS' REPORT

32 weeks ended 26th January 1985

The directors present their repert and the wdited finaneial statements of tha
corpany for the 52 waeks ended 26th January 1985, to be submitted to the ¢5th
Acasal General Meeting of Lhe Merbers.

DIRECTORS
The present divectors of the company are:

W.A. Craddock, LVO, Chajirman

L.¥. Drewitt, BSc (Econ), FCA, Managing Director
A. Clark, Assistanti Managing Director

W.G. Crossan

2.3, Brimscombe

G. McK. Brown

D.C. Mair )

Professor R. Smith

P.I. Taylor

J.1. Coxwell ‘

G. Willoughby, 74 (appointed lst February 1985)
C.¥. de Boer (appointed lst February 1985)

R.B, Jakeman (appointed lst February 1985)

Mr. W.A. Craddock, LV0, retired on 30th November 1384 vuk remaing as
Non-fixecutive Chalrman of the Board. : -

ERINCIPAYL ACTIVITY

The company continues *o be responsible for the operation of world renowned
department stores in londen. No changes are expected in the immediate future,

CHANGE OF ULTIMATE HOLDING COMPANY

In March 1985, unconditional cash offers for the whole of the issued Ordinary
and Preference Share Capi 't of House of Fraser plc were made hy Alfayed
Investment and Trust (UK 2.2, (A.I.T. (UK)), a subsidiary of Al~Fayed
Investment and Truat S.A., (A.I.T.8.A.). At the date of this report, A.I.T.
(UK) vwis in =xcess of fifty percant of the Ordinary Share Capital and
therefore, A.I.T.§.A. has become the ultimate holding coppany of this company.

REVIEY OF THE BUSINESS

The company enjoyed an excellent year, turncver has increased by 18.8% to £273
million and profits by 19.7% to £14.7 million, The financial position of the
company at the end of the period is set out ip the Balance Sheet on page 5 and
the notes on pages 10 to 17,

The ccupany is expected to continue to perform satisfactorily during the
fortheoming year.

RESWLTS AND DIVIDENDS

Tie :nsuits and dividends for the 52 weeks ended 26th January 1985 are shown
on page 5. As shown in note 2 to the financial statements, the profit before
taxation 1s after a head office charge representing a proportion of the market
rental of the company's pror:-ties payable to House of Fraser plc.
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HARRODS LIMITED

DIRECTORS' REPORT

52 weeks anded 26th January 1985
(continued)

FIXED ASSETS

4

Detalls of the movements in fixed assets are shown in note 2 to the financial
statements.

MARKET VALUE OF PROPERTIES

The directors are of the opinion that the aggregute market value of the

company's properties is mot less thau the amomit at which these are included
in the Balance Shezt.

DIRECTORS' INTERESIS.

None of the directors held an interest in the company's shares during the
period. o

A

The interests of direttors who were not also directors of the former ultimate
holding company, House of Fraser pic, were:

Housze of Fraser ple
Ordinary shares of 25p each _
26th January 1985 28th January 1984 .

Beneficial interests

L.F. Drewitt 2,143 1,785 -
A. Clark 2,047 1,717 j
R.J. Brimacombe 0 14,179 15,684 i
G. McK. Erown ) 1,903 1,608 :
P,I. faylor ‘ 1,308 1,055 :
J.L. Coxwell ‘ 1,920 1,657

C.P. de Boer (appointed lst February 1985) 1,473 -

R.B. Jakeman (appointed lst February 1985) 1,583 -

HEALTH AND SAFETY

Tn accordance with the provisions of the Health and Safety at Work etc. Act,
1574, the company has issued a written statement of its general policy with
regard to the health, safety and welfare at work of its employ=es and the
organisation and arrangements for carrying out that policy. The statement has
been brought to the notice of all the company's employees.

FROFIT LINKED SHARE PLAN

There will be no allocation c¢f ordinary shares to participants of the Profit
Tinked Share Plan in respect of the 52 weeks ended 26th January 1985 nor
thereafter, as a result of the unconditional offer which has been made to
acquire the whole share capital of House of Fraser ple. In lieu of this
allocation the directors have decided to substitute a bonus to relevant
employees.
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FARRODS LEAITED

DIRECTORS® REPORT

52 weeks ended 26th Japuary 1685
(continued)

EMPLOYEE INVOLVEMENT

Information is provided regularly te employees by means of normal managemgnt
communicaticn channels using written material, face to facc meetings and video
presentations. The quarterly house magazine "In Company" is available to all
employees and pensioners.

Consultation with employees takes place through elected staff committees,
heaith and safety committees and through normal recognised trade union
channels. The management and staff pensiom funds both have committees of
elected representatives who are kept fully informed and involved in the
administration.

4 general awareness of the company's pevformsnca is maintained through regular
weekly half-hour training session: for all staff and through individual
performauce appraisals, employees are made aware of their individual
contribution to the company. : ‘

EMPLOYMENT OF DISABLED PERSONS

It is the policy of the company to give full and fair consideration to
applications for employment from disahled persons, tH continue wherever
possible the employment of members of staff who may beceme disabled and to
ensure that suitable training, career development and promotion is afforded to
such persons. '

AUDITORS

Touche Ross & Co. have expressed their willingness to continue in office as

auditors and a resolution to reappoint them will be proposed at the Annual
General Meeting.

By order of the Board

y

31st May 1985 Secreta

87-135 Brompton Road,
London, SW1X 7XL.
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AUDITORS' REPORT TO THE MEMBERS

HARRODS LIMITED

We have audited the financial statements on pages 5 to 17 in accordance with
approved Auditing Standards.

in our oplnmon the financial statements give a true and fair view of the state
of the company's affairs at 26th January 1985 and of its profit and source and

application of funds for the 52 weeks then ended and comply with the Companies
Acts 1948 to 1981.

o e
ke £

31st May 1985 Chartered Accountants
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BARRODS LIMITED

EROFIT_AND LOSS ACCOUNT

52 yeeks ended(Zﬁth January»}985

Note
TOTAYL, TURNOVER
Less: Value added tax
Turnover 1
TRADING PROFIT 9
Other opersting income 3
Interast receivable
Interegt payable 4
Allocation to Profit Llnked Share Plan 5
Bo.ns in liew of allocation to
Profit Linked Share Pian ‘ 5
PROF;T ON ODRDINARY ACTIVITIES BEFORE TAXATION
Tasx on profit on or&inary activities &
PROFIT ON ORDINARY AQTIVITIES AFTL. TAXATION
Extraor&inary icems 7

PROFIT FOR THE FINANCIAL PERIOD
Dividends

PROFIT RETAINED

STATEMENT OF RETAINED PROFITS

Balance at 28th January 1984
frofit retained for the period
Neferred taxation adjustment 14
Transfers from revaluatioun reservel-
Bmount equivalent to depreciation
on revaluation surplus
Revaluation surplus realised on disposal

Balance at 26th January 1985 17

5 L)
1985 1984
£000 £000
308,695 259,980
35,782 30,333
272,913 229,647
fos et ] —REIDEE
27,730 20,932
70 67
8 22
(115) (118)
- C4a1)
(5973 -
27,096 20,462
12,339 8,105
14,757 12,357
8 (19)
14,765 12,328
_\4_«
13,000 11,000
1,765 1,338
35,363 39,477
1,765 1,338
- (6 ,460)
959 1,008
1 -
38,088 25,363
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EARRODS LIMITED

BALANCE SHEET

At 26 % Jaqgary{}QSE

Note

FIRED As35TS
Tangible assets 9
Investments 10
CHRRENT ASSETS
Stocks 11
Debtors 12
Cash at hank and in hand
CURRENT LIABILITIES -~ CREDITORS: amounts

falling due within one year

Trade creditors \

Other liabilities 13
NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT LIABILITIES
CREDITORS: amounts fallingz due after more

than one year ' 13
PROVISIONS FOR LIABILITIES AND CHARGES
Deferred taxation 14
CAPITAL AND RESERVES
Called up share capital 15
Share premium account 16
Revaluation reserve 17
Profit and loss account 17

B

1983 1984
£0G0 £000
135,584 132,928

375 375
135,959 133,303
25,330 25,811
33,608 31,907
10,975 4,685
69,913 62,403
24,516 20,869
19,817 15,772
44,333 36,641
25,580 25,762
161,539 159,065
1,950 2,000
7,219 6,460
9,169 8,460
152,370 150,505
8,000 3,000
1,066 1,066
105,216 106,176
38,088 23,363
152,370

150,605

The financial statementg were approved by the Board of Directors on

31st May 1985.

) Directors
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HARRODS LIMTTED
STATEMENT (5 SOYRCE AND APPLICATIGR OF FUNDS
52 week: onded 26th January 3985

1983 1984%
£000 £000

SOURCE OF FUNDS

Profit on ordinary activities before taxation 27,096 20,462

Adjustmentsz for items not involving

the movemenv of funds:

Depreciation 3,532 3,105
TOTAL, GENERATED FROM OPERATIONS 30,628 23,567
Proceeds of sale of tangible fixed assets . 99 316
Decrease in inter-company balances 3,034 6,1AL
Decreage in stocks 481 -
Increase in trade and sundry creditors 5,877 3,563

40,119 33,587

)

APPLICATION OF FUNDS

Expenditurs on tangible fixed assets : 6,278 8,027
Tax paid 10,872 5,591
Dividends paid 4 13,000 11,000
Increage in stocks - 4,089
Increase Iin debtors 3,629 3,175
Loan capital repaid 50 S0

33,829 31,932

Increase in net liquid funds 6,290 1,655

et e st i i s s e s
=== o o

Net liquid funds comprise cash at bank and in hand.
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8.
HARRODS_LIMITED

ACCOUNTING POLICIES

EASTS OF FINANCIAL STATEMENTS

The financial statements have been prepared under the historical cost
convention modified to include revaluation of the company's properties,

3TQCKS

Stocks are stated at the lower of cost and nec realisabla value. Cost is
generally computed on the basis of selling price lcss the appropriate trading
margin.

DEPRECIATION OF TANGIBLE FIXED ASSETS

Depreciation is provided by the cempany in order to write down to estimated
residual value (if any), the cost or valuation of fiked assets over their
estimated useful lives.

Depreciation, in equal annual instalments, is provided on the following basocs:

Freehold and long leasehold ﬂuildings ~  Over estimated useful life
. (24 - 99 years)

Landlords' plant -~ Qver estimated useful life
(16 ~ 40 years)
Short leaseliolds - Over remaining period of lease
Fixtures and fittings ~ Over 10 years
¥ehicles and equipment - Over 5 years

Depreciation arising on the revaluation surplus of properties is charged to
the profit and loss account and then transferred to the revaluation reserve.

PROPERTY SALES

Surpluses realised on the sale of properties and fixed asgset invescments, less
the reorganisation and closure costs which precede and relate directly to the
rale of properties, and similar costs incurred in preparing a property for
development, are reported as extrvaordinary items as these transactions are not
vonsidered to be part of the ordinary activities of the company.

DEFERRED TAXATTIN

Deferred taxation is provided in respect of differences arising from the
inclusion of income and expenditure in taxation computations in periods
different from those in which they are included in the accounts, except where
the tax reduction is expected to continue for the future.

CREDIT SALES

Profit is taken on goods sold on credit when the sale is effected, except that
2 deferral is made in respect of the 10 months extended credit sales which are
anot subject to interest. The service charge on other credit sales is taken to
trading profit as it accrues. '
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H4R70DS _LIMITED

ACCOUNTING POLICIES
{continued)

PENSTONS

Retirement benefits to the present employees of the company are funded by
contributions £rom the company and employeei. Payments are made to pension
trusts, which are finaneially separate from the company, in accordance with
calculations made periodically by consulting actuaries, The cost of these
contributions and of providing pensions to seme forwer employees is charged
againat the profits of the period.
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HARRGLS LIMITED

NOTES TG THE RINSAHCIAL STATEMERTS

1, TURNOVER is the agount receivahle for

goods and sszrvices supplied to customezs

and includes the sales of concession departments.
2, TRADING PROFIT is arrived at as follows:

Turnover
Cost of sales

Gross profit

Distribution costs
Administrative expenses
Trading profit

Ingludied in the asbove ave:
Depreciation of, tangible fixed agsets
Auditors* fees and expenses
Hire of plant and machinery
Bead office charge

3. OTHER QPERATING INCOME
Rental income

4. INTEREST PAYABLE

Loans not repayable within 5 yzars

5. PROVISION FOR PROFIT SHARING

The directors have provided £596,881 for bonus in lien
of allocation to the Profit Linked Share Plan.

In 1984, £441,378 was allocated to the Trustees of the
House of Fraser Profit Linked Share Plan for employees,
to subscribe for -ew shares in House of Fraser ple.

20a
1885 1984
£Q00 000
272,913 229,647
272,913 229,647
173,366 15,359
99,547 84,188
69,417 61,178
2,400 2,078
27,730 20,932
SR IC TR ISR T
3,552 3,105
98 98
81 228
5,053 44135
70 67
118

mImmImmE
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BARZSIS LIALTED

NGTIES T0 THE FINANGIAL STATENENYS
{continzed)

1983
£C¢L0
G. TAXATION
Taxation besed on profits of the periods:
Corporakion bax 11,699
Deferved taxation 139

Adjugtment of provisions fwr aarlier poviedss
Gorporation tA% {149}
Neferred tawation -

AT

193%
£200

8,027

78

8,105

PRI

611
(140)

12,339
FIEERAR
The taxation charge for the period has been (increased)/

reduced by the following:

Stock relief 171

Othex items (211)

(%0)

»ERICERRE

471

RN

Corporation tax is provided at an effactive rate of 45.83% (50.32%) following
. a change in legislation in the Finance Act 1984.. The tax charge this year has

Leen increased by the inclusion of an ampunt for deferred taxation.

7. EXTRAORDINARY ITEMS

Surplus/(loss) on sale of properties 10
Taxt thereon . 2
8

o1

8. INFORMATION REGARDING DIRECTORS AND EMPEQ?EES

i

Directors

Directors' remuneration:

Fees 10
Other emoluments including penmsion contributions 381
Ex gratia payment to former director on retirement -

Emoluments of chairman and highest paid director 75
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FARRGCS LIMITED

NGFES © _THE FINANCIAL BTATERLNTS

{continued?)

8. INFORMATION RECARDING DIRECTORS AND EMPLOYEES (coatinued)

The range of directors' smolupents and the number of
divactors within each range was:

& g -~ £ 5,000
£15,00L -~ £20,000
£25.001F ~ £30,000
£30,001 -~ £35,000
£35,00% ~ £40,000
£45,001 -~ £50,000
£50,001 ~ £85,000
£75,081 -~ £80,0G0
Employces

Employment costs:
Wagas and salaries
Social security costs
Other penalon ccats

The number of employees other than diractors whose
emoluments exceedad £30,000 within the range shown was:

£30,001 -~ £35,000
£35,001 - £40,000
£45,001 - £50,000
£50,001 -~ £55,000
£55,00L. - £60,000
£60,00r -~ £65,000

The average weekly number of employees during the year was

9, FIXED ASSETS -~ Tangible assets

Long

{ad Total Freeholds leasehclds
£000 £000 £000

Cost and valvation
at 28th January 1984 143,843 108,591 18,110
Additiong 6,278 2,491 L/}
Disposals (2,796) (65) -
Group transfers (11) - -
Cost and valuation .
at 26th January 1985 147,314 111,017 18,114

e o e st
B — ]

EEESS ]

53
[ o)

1983 1934
3 3
- 1
- :
- s
1 1
3 1
1 -
1 1
1 -

WEFIIE fomgreyeitaiim )

£000 £000
a8, 494 34,188
3,217 3,069
L.460 1,501
43,171 28,848
TRIMLLUASERANS MR T CS NS
8 7

3 3
2 -
2 -

- 1
1 -
1 -

5,710 5,645
Fixtures,
fittings,
vehicles

Short and
leaseholds equipment
£000 £000

15 17,127
- 3,783
il ( 2 [ 731 )
- (1)
15 14,168
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9. FIXED ASSETS ~ Tanzihle assets (continued)

Aggregate depreciation
to 28th January 1984

Charge for period

Disposals

Group transfers

Aggregate depreciation
to 26th Jauuery 1985

Net book value at
26th January 1985

Net book value st
28th January 1984

Cost énd valuation:
1981 independent
professional valuatior
Cost

(b)

Higtorical cost to

28th January 1984
Depreciz’fon on historical

cost to 28th January 1984
Net historical coat

value at 28th Januvary 1984

Historical cost to
26th Januaxy 1985
Depreciation on historical
cost ko 26th January 1985

et historiecal cost
value at 26th January 1985

13.
HARRODS LIMITED
NOTES TO THE FIMANCYAL STATEMENTS
Lcontinued)
Fixtures,
fittings,
vehicles
Long Stort and
Total Frecholds 1leaseholds ieaseholds oguipment .
£000 £000 £000 £000 £000
10,915 2,809 714 4 7,388
3,532 1,068 253 2 2,203
(2,706) D) - - (2.,705)
(113 - = L= (11)
11,730 3,875 967 6 6,881
Simmmanmesr fte [ i = == prapert h ]
135,584 107,141 17,147 9 11,287
o mmmmmrmoy wom=Ts P =amEiE
132,928 105,782 17,396 : 11° 9,73¢
115,6?7 100,892 14,770 15 -
31,637 10,125 3,348 ¢~ 18,168
147,314 111,017 18,114 i5 18,168
mmmmmmiamns il m e AmTEmE ——a p it
35,464 145,979 4,358 - 17,127
_ 5,038 153 183 -~ 7,387
27,428 13,511 4,175 9,740
38,936 15,406 4,382 - 18,768
7939"- 755 253 il 6,_881
31,042 15,651 4,104 - 11,287

R

T T e - B e

o e g i < e m
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HARRODS LIMITED

NOTES TQ THE FINANCIAL STATEMENTS

{continued)

10, FIXED ASSETS ~ Investments

Stares in subsidiaries at cost

The company has the follawing whelly owned trading s.ubsidiary companies:

Name

Harrods Estate Offices
Barrods {Insuranze) Limited
Harrods Truvst Limited

14,

1984
£000

fl L
~1
wn

i
il

Registered

England & Wales
i

Group financial statements are not required as the company is a wholly owned
subsidiary of a company incorporated in Great Britain., In the opinien of the
directors the value of the company's investments in its sublisidiaries is not

less than the amount ﬁtated in the balarice sheet.

11. ST0CKS

fhe main categories of stocks are:

‘Work in progress
Finished goods for resale

12. DEBTORS
Amounts ‘due within one yvear:
Trade dshtors
Amounts owed by subsidiaries
Amounts owed by group companies
Ocher taxes and sociasl security
Other debtors
Propaymeats

Amounts due after more than one year:
Trade deblbors

1985
£000

27,805
200
1,060
2

656
307
30,030

oy

1984
£000



HARRODS LIMITED

NOTES 0 “HE FINANCIAL STATEMENIS
{cortinued)

1985 1854
£0QO0 £000
13, CREDETORS
Amounts falling duc within one year:
Loan 50 50
Anounts due Lo group companius 1,214 108
Current corpo,/ation tax 5,982 5,273
Other taxes and gsocial security 4,551 4,462
- Other creditors 2,494 1,189
Accruals L 9,926 4,630
PN 15,772
e s ot it
Amounts falling due after moie than one year: -
Loan 1.750 ‘2,000
[ mmmEme
The loan, which is secured on the property of a fellow
subsidiary, carries interest at 5¥#% and is repayable by
annual instalments of £50,000 until 1990 when the balance
is payable. ‘ ’
Whereof s .
Repayable within cone year or on demand | " 50 50
Repayable between cne and two years ' 50 50
Repayable between two and five yesrs \ 150 150
Repayable in five or more years : 1,750 1,300
2,000 2,050
"14, PROVISIONS FOR LIABILITIES AND CHARGES
Deforred taxation:
Balance at 28th January 1984 6,460 -
Charged to retained profits - 6,460
Sharged to current year taxation 759 -

Balance at 26th January 1985 7,219 6,460
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NOTES TO THY FINANCIAL STATEMENTS

HARRODS LIMITED

15. CALLED UP SHARE CAPITAL

Allotted and fully paid:
Ordinary shares of £1

Unissued capital

Autharised capital

16. SHARE PREMIUM ACCOUNT

Balance at 26th January 1985

17. RESERVES

Balance at 28th January 1984

Profit retained for the period

(continued)

Transfers (from)/to profit and loss acorimt:
Amount equivalent to depreciation on

revaluation surplus

Revaluation surplus realised’qn disposal

Balance-at 26th January 1985

18. CAPITAL COMMITMENTS

Coutra:tad for but not yet provided

Authorised by directors but not yet contracted for

19. CONTINGENT LIABRILITIES

(i) Deferred tazxation

In addition to the amount providad for deferred taxation
in note 14 there are potential liabilities in respect of

taxation deferred in relation to:
Corporation tax on capital gains

Revaluation of propertles

16.
1985 1984
€000 £000
8,000 &,000
8,000 8,060
i W] mp
1,066 1,066
Sty f—{ni—J A fed
Profit
Revaluation a&and loss
reserve account
£000 £000
106,176 35,363
- 1,765
{959) 959
(1) 1
105,216 38,088
1985 1984
£000 £000
5,203 2,675
21,492 5,154
26,695 7.829
108 108
24,645 25,042
24,754

PRy -

25,150

In the opinion of the directors these liabilities are unlikely to arise since
the majority of the properties will be retained for use in thie husiness and
the availability of roll-over relief wouid eliminate any liability which could

ctherwise result from dispogals.
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17.

HARRGDS LIATTED

HOIES TO THE FINANCIAL STATEMENTS
(continued) =~

19. CONTINGENT LIABILITIES (continued)

({1) Guarantees

The company has given guarantees to various banks in respect of loan and
overdraft facilities granted to other group companies amounting to
£81,150,000. At 26th January 1985 the amount of those facilities utiliged was
£34,014,480. Yhe directors consider that mno lisbility is expected to arise.

(i2i) Litigation

Harrods lLimited is ia receipt of a legal claim in the United Stateg of America
for US $19,000,000. The directors are strenously resisting the c¢laim and
believe that it will be disposed. of without material effect on the net assnt
position as shown in these financial statements.

20. ULTIMATE HOLDING COMPANY

The'ultimate holding company has become Al-Fayed Investment and Trust 5.A., a
private company which is wholly and beneficially owned and controlled b;
Mohamed, Salaltt and Ali Al-Fayed, and is incorporated in Liechtenstein,



