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HOMESTYLE OPERATIONS LIMITED
DIRECTORS’ REPORT

The directors present their annual report on the affairs of the company, together with the financial statements and independent auditor's report, for the
53 waeks ended 30 June 2012

Princlpal actlvity

The company's pnncipal business activity remains the retailing of furiture and beds Following the marger of some of the company’s dvisions, the
company now trades under the following fasciae

- Harveys, Harveys & Reid, Cargo, Bensaons for Beds and Bed Shed

The company 1s a wholly-owned subsidiary undertaking of Steinhoff UK Holdings Limited, the parent of the Steinhoff UK group The ulimate parent
company is Steinhoff Intemational Holdings Limited, a company incorporated i The Republc of South Afnca

Results and dividends
The audited financial statements for the 53 weeks ended 30 June 2012 are set out on pages 7 to 28 The profit after taxation for the penod was
£16,002,000 (52 weeks ended 25 June 2011 £8,248,000)

The directors do not recommend payment of a dividend (52 weeks to 25 June 2011 same)

Enhanced business review
The directors consider revenue, gross profit margin, profit before taxation, net assets, tangible net assets and cash flows from operating activities to
be the key performance indlcators of the business

The acquisition of the trade and assets of a fellow group company in the prior penod resulted in all the retall operations of the Stemhoff UK Group
bemng consolidated i this company post 25 Dacember 2010 This has had a positive impact on this company's results, with a substantial increase in
actvity This acquisiion has resulted in the increase in ravenue and oparating profit

Due to the company acquiring the trade and assets of a fellow group company midway through the previous perod, the results for the current and
pnor periods are not directly comparable

In the 53 weeks ended 30 June 2012, the demand for big-ticket items in the UK remained muted, with consumer confidence being plagued by
concems about jobs, the economy and finances Like for hke revenue in the company's dvisions has shown good growth, being 3% up on the prior
year, but promotion-led sales has caused the company's margin to drop from 50% to 48 4% The merging of divisions and reductions in other cost
categories has however seen the company record an operating profit of £15 & million (2011 £8 1 million)

Dunng the year, both the furniture and bed dvisions finalised new concept store formats and commenced with thew roll out 1n existing and certain new
stores The performance of these stores has been very promising, and new opportunities for roltng out this concept will continue to be evaluatad in
the year ahead

Interest recervable on related party loans totalled £5 4 million (2011 £2 million), and interest payable totafled £1 4 milkon (2011 £0 6 million) The
Increases were as a result of the trade and assets acquisition as at 24 December 2010 and the increased prncipal loan values

The increased taxation charge of £3 4 milion (2011 £1 3 million) was as a result of the higher taxable profit Unrecognised deferred tax assets
brought forward ensured that the tax charge for the year was lower than the current UK corporation tax rate of 25 5%

The company’s net asset valug increased to £128 9 million at 30 June 2012 (25 June 2011 £117 1 million), as a result of the profit for the year, which
was partially offset by the actuanal loss on the defined benefit scheme of £4 3 million, net of deferred tax

Tangible net asset valuse, defined as net asset value less goodwill and intangible assets, has increased from £40 8 million to £51 7 million

The company’s net cash from operating activibes raduced from an inflow of £48 2 million n the priar year to an outflow of £25 4 million in the current
year, following an increase in amounts owed from fallow group companies

Heaith and safety, specifically tme lost due to injunes, 15 an important non-financial key performance indicator for the business, and the company has
continued to improve in this area during the penod

Principal risks and uncertalnties

The company has considerable financial resources together with a large number of customers and suppliers across different geographic areas As a
consequence, the diractors believe that the company is well placed to manage its business nsks successfully despite the current uncertain econemic
outicok The circumstancses surrounding the pnncipal economic, competitive and financial nsks are described below

The current downturn in the world economy has had an impact on the retail sector and i particular, the household goods sector  On the back of the
current results and strengthened balance sheet the directors bekeve that the company has proved that It 1s able to adapt to these changed
arcumstances The strength of its ultimate parent also ensures that it will be wall positioned to capitaise on weaker competitors and to banefit from
any future market consolidation

The company's market remains tughly competitive with a large number of industry players Pnce compettion is inherent in such & market This
competiton has been tempered by the exit of certain of the tradtional players Including a number of independents The directors believe that the
company will continue to attract its fair share of this substantal market If it continugs to combins outstanding value with product quality and customer
sarvice

The financial nsks include kquidity nsk, the impact of interest rate changes, and foreign exchange risk
The company finances operations through a mudure of iIntemal resources, bank and group barrewings, and share capital, and makes use of both the

UK and Intemational group's treasury functions to obtain the required funding The company's policy 1 to ensure that there are sufficient faciliies in
place to fund its ongoing oparations and that they are securs, adequate, and appropriately pniced for its needs
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HOMESTYLE OPERATIONS LIMITED
DIRECTORS’ REPORT (continued)

Principal risks and uncertainties {continued)

The company has vanable rate borrowings, and ensures that as far as practical, interest costs are mantained at the lowest possible level by
monitonng cash flow on a daily basis and transfemng money between facilities to achieve the most beneficial interest rates

The company’s actviias expose It to the financial nsks of changes in foreign currency exchange rates  This nsk 15 managed in two ways The firstis
that & significant portion of the company's purchases from overseas are purchased through Stenhoff UK Upholstery Limited (a subsidiary company)
who invorcas this company in stefing  Steinhoff UK Upholstery Limited manages its currency exposure in line with group guidelines and via group
treasury In addiion Homestyle Operations Limited deals with certain suppliers and to the extent that the company purchases goods in foreign
currencies directly, the foreign currency requirements are foracast and forward contracts are entered into by Ralyon Group Limited, a fellow Stemnhoff
UK group company, on bahalf of Homestyle Operations Limited, to cover a proportion of the anticipated currency requirement n line with group
policies

The use of financial denvatives is govemed by the policies approved by the board of directors and conforms with Steinhoff Group policies The
company does not use denvative financial instruments for speculative purposes

Note 22 to the financial statements includes the company's objectives, policies and processes for managing ts financial nsk, details of its financial
instruments and hedging activities, and its exposures to credit risk and hiquidity nsk

Going concem

After making engquines, the directors have a reasonabls expeciation that the company has adequate trading opportunities and resources to continue
in operational existance for the foreseeable future The company has also received a letter of financial support from Steinhoff UK Holdings Limited,
the parent company Accordingly, they continue to adopt the going concern basis in preparing the financial statements

Further details regarding the adoption of the going concem basis can be found in the Statement of accounting polictes in the financial statements

Directors

The following diractors served dunng the pencd and to the date of this report
P J Diepannk

S J Grobler

M J Jooste

F J Nel

J H Robuns (resigned 8 May 2012, appomnted 10 August 2012)
| D Sussman

H Odendaal (appointed 16 August 2011)

| M Topping (resigned 11 August 2011)

S Summers (appointed 8 May 2012, resigned 10 August 2012)

Supplier payment policy
The company's policy is to agree terms of payment with suppliers when entenng In to a transaction and abide by them

Disabled employees

We are committed to equal employment and support an open and practical approach to employing disabled paople wherever suitable opportunities
exist In the event of members of staff becoming disabled, every effort 1s made to ensure that theirr employment with the company continues and that
appropnale training 18 arranged

Employee consultation

Wa value equally our full and part tme staff and we seek to improve the skills and performance of our employees and so enhance career
development opportunities  We seek at all times to provide and manage a safe working environment in all our operations and we undertake in-house
health and safety audits We endeavour to keep our siaff fully informed on matters of significance to them and to regularly consuit with them on
matters which affect them

Auditor
Each of the directors at the date of approval of this annual report confirms that

a) so far as the director 15 aware, there 18 no relevant audit information of which the company’s auditor 1s unaware, and

b} the director has taken all the steps that he ought to have taken as a director to make himself aware of any relevant audit information and to
establish that the company's auditor 1s aware of that information

Thug copfirmation 18 given and should be interpreted m accordance with the provisien of 418 of the Companies Act 2008
Deloitte LLP ate deamed 1o be reappointed under s487(2) of the Companies Act 2006

By order of thejBoard,

P Dhepennk
Durector
25 March 2013
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HOMESTYLE OPERATIONS LIMITED
DIRECTORS' RESPONSIBILITIES STATEMENT

The directors are responsible for praparng the annual report and the financial statements In accordance with applicable law and regulations
Company law requires the directors to prepare financial statements for each financlat year Under that law the directors have elected to prepare the
financial statements in accordance with International Financtal Reporting Standards (IFRSs) as adopted by the European Umon  Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and far view of the state of affars of the
company and of the profit or loss of the company for that period In prepanng these financial statements, Intemational Accounting Standard 1
requires that directors

- properly select and apply accounting policies,

- present information, including accounting policies, In a manner that provides relevant, reliable, comparable and understandable information,

- provide additional disciosures when compliance with the specific requirements in IFRSs are insufflcient to enable users to understand the
impact of particular transactions, other events and conditions on the entity’s financial position and financial performance, and

- make an assessment of the company's ability to continue as a going concem
The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the company’s transachons and
disclose with reasonable accuracy at any time the financial position of the company and enable them to ensure that the financial statements comply

with the Companies Act 2006 They are alsc responsible for safaguarding the assets of the company and hence for taking reascnable steps for the
prevention and detection of fraud and other imegulanties

Page 5




INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF HOMESTYLE OPERATIONS LIMITED

We have audted the financial statements of Homestyle Qperations Limited for the 53 week period ended 30 June 2012 which compnse the Income
Statement, the Statement of Comprehensive Income, the Balance Sheet, the Statement of Changes in Shareholders’ Equity, the Cash Flow Statement,
the Statement of Accounting Policies and the related notes 1 1o 25 The financial reporting framework that has been apphied in their preparation s
applicable law and International Financtal Reporting Standards (IFRSs) as adopted by the European Union

This report 1Is made solely to the company’s members, as a bedy, 1n accerdance with Chapter 3 of Part 16 of the Companies Act 2006  Qur audit wark
has been underiaken so thal we might stale to the company's members those matters we are required to state to them in an auditor’s report and for no
other purpose To the fullest extent permitied by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body for our audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully in the Direclors’ Responsibilities Statement, the directors are responsible for the preparation of the financial statements and for
being satisfied that they give a true and farr view Our responsibility 15 1o audit and express an opinion on the financial statements n accordance with
applicable faw and International Standards on Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board's
Ethical Standards for Auditors

Scope of the audit of the financial statoments

An audit mvolves obtaining evidence about the amounts and disclosures in the financial statements sufficent to give reasonable assurance that the
financial statements are free from matenal misstatement, whether caused by fraud or error  This includes an assessment of whether the accounting
policies are appropriate to the company's circumstances and have been consistently appled and adequately disclosed, the reasonableness of
significant accounting estrmates made by the directors, and the overall presentation of the financial statements In addition we read all the financial and
non-financial information In the annual report to ientify materlal inconsistencies with the audited financial statements If we become aware of any
matenal misstatements or inconsistencies we consider the imphications for our repont

Opinion on financial statements

In our opinion the financial statements

+ give a true and far view of the state of the company's affairs as at 30 June 2012 and of its profit for the penod then ended,
« have been properly prepared in accordance with IFRSs as adopled by the European Union, and

= have been prepared In accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006
in our opinion the information given in the Directors’ Report for the financial year for which the financial statements are prepared 15 consistent with the
financial statements

Matters on which we are required to report by excepticn

We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report to you If In our opinion

+ adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not wisited by us, or
= the financial statements are not in agreement with the accounting records and returns, or

= certain disclosures of directors remuneration specified by law are not made, or

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

QGJU’“-”-- \-Af—*«\

Patnck Loftus BSc ACA (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditor
Manchester, United Kingdom

26 Marew 2013
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HOMESTYLE OPERATIONS LIMITED

INCOME STATEMENT

FOR THE 53 WEEKS ENDED 30 JUNE 2012

Continuing operations

Revenue
Cost of sales
Gross profit

Selling and distnbution costs
Administrative expenses
Operating profit

Interest income
Pension finance cost
Finance costs

Total finance income

Profit before taxation
Taxation

Profit for the perlod after taxation

The accompanying notes are an integral part of these financial statements
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53 weeks to 52 waeks
30June  to 25 June
2012 2011
Notes £000 £000
433,868 230,157
(223,987) (115,076)
209,881 115,081
{159,898) (80,775)
(34,431) (26,213)
15,552 8,093
1 5,378 2,156
17 (129) (169)
2 {1,410) (553)
3,837 1,434
5 19,389 9,527
& {3.387) {1.275)
19 16,002 8,248




HOMESYYLE OPERATIONS LIMITED
STATEMENT OF COMPREHENSIVE INCOME
FOR THE 53 WEEKS ENDED 30 JUNE 2012

Actuanal (lossygain on defined benefit pension schemas
Daferred tax effsct of actuanal movement

Net (axpense)/income recognised directly in equity
Profit for the penod

Total comprehensive income for the period
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Motes

17
16
19

53 weeks to 52 weeks
30June to 25June
2012 2011

£'000 £000
{5,687) 2,672
1,365 (695)
{4,322) 1,877
16,002 8,248
11,680 10,225




HOMESTYLE OPERATIONS LIMITED
BALANCE SHEET
AS AT 30 JUNE 2012

Non-curmrent assets

Goodwill

Intangible assets

Property, plant & equipment
Investments in subsidianes

Amounts owad by group undertakings
Deferred tax assets

Currant assots

Inventones

Trade and cther receivables
Cash and cash equivalents

Current liabllities

Trade and other payables
Bank overdrafts
Corporation tax liabllities
Short term provisions

Net current assats
Total assets less current llabilities

Nen-current llabllities

Retirament benefit obligation
Amounts owed to group undertakings
Long-term provisions

Net assets

Equity

Share capital

Share premium

Capital redemphion reserve
Retaned garmings

Shareholder's funds

The
1ssue on 25 March 2013

P J Diepennk
Director
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Notes

1
12

13
14

15

17

15

18

30 June 25 June
2012 2011
£'000 £000
73,393 73,393
3,834 2,884
16,781 22,956
100 100
5,469 5,469
2,201 1,477
104,778 106,279
40,136 36,674
274,737 219,987
9,832 29,958
324,705 286,618
(279,772) (111,153)
(10,000} -
(1,801) (1,271)
{181) {277}
{291,854) (112,701}
32,851 173,918
137,629 280,197
(7.747) (4,420)
- (157,336)
{983) {1,311)
(8,730) (163,087)
128,899 117,130
734 734
116,429 116,429
9,047 9,047
2,689 {9.080)
128,899 117,130

ancial statements of Homestyle Operations Limited, ragistared number 40754, were approved by the Board of Directors and authonsed for




HOMESTYLE OPERATIONS LIMITED
STATEMENT OF CHANGES (N SHAREHOLDER'S EQUITY
FOR THE 53 WEEKS ENDED 30 JUNE 2012

At 27 June 2010

Profit for the penod

Actuanal gain on retirement benefit schemes net of deferred tax
Share based payments charge (note 18)

Repurchase of deferred share capital (note 18)

Issue of ordinary share capital (note 18)

At 26 June 2011

Profit for the penod

Actuanal loss on retirement benefit schemes net of deferred tax
Share basad payments credit {note 18)

At 30 June 2012

Share capital Share Caprtal Ratained Total
premium  redemption earmings
reserve
£000 £000 £'000 £'000 £'000
9,780 16,430 - {18,959) 7,251
- - - 8,248 8,248
- - - 1,977 1,977
- . - (346) (346)
(9,047) - 9,047 - -
1 99,988 - - 100,000
734 116,429 9,047 (9,080} 117,130
- - - 16,002 16,002
- - - (4,322) {4,322)
- - - 89 89
734 116,429 9,047 2,689 128,899
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HOMESYYLE OPERATIONS LIMITED
CASH FLOW STATEMENT
FOR THE 53 WEEKS ENDED 30 JUNE 2012

Cash flows from operating actlvities
Operating profit

Depreciation and impairment on property, plant & equipment

Amortisation of intangible assets

Share based payrment

Loss on disposai of proparty, plant & equipment

Loss on disposal of intangible assets

Reduction in provisions

Pension contributions paid into defined benefit scheme
Taxation pald

Operating cash flows before changes in working capital

(Increase)decraase in Inventones

(Increase) decrease n net intercompany recaivables
Decrease in trade and other recevables

Decreasa in trade and other payables

Net cash (outflow)inflow from operating activities
Cash flows from Investing activities

intarest recewved

Purchase of property, plant and equipment

Purchase of intangible assets

Procaeds on disposal of non currant assets
Acquisiton of subsidiary

Acquisition of trade and assets

Net cash outflow from Investing activities

Cash flows from flnancing activities
Interest paid

Net cash outflow from financing activities

Net {decrease)increasas in cash and cash equivalents
Opening cash and cash equivalents

Closing cash and cash equivalents

Cash and cash equivalents compnses

- Cash and cash equivalents
- Bank overdrafts
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Notes 53 weeks to 52 weeks
30 June 10 25June
2012 2011
£000 £000
15,552 8,093
9 9,127 4,478
8 735 29
18 39 (346)
5 656 272
5 4 303
15 (424) (395)
(2,489) (1,409)
(2,116) (8,285)
21,171 2,000
(3,4682) 6,627
(40,957) 34,262
581 6,797
(2,739) (3.507)
{25,406) 46,179
1 5378 2,156
9 {7,552) {3,980)
8 {1,711} (397}
577 41
10 - {100)
20 - (13,076}
(3,310} (15,356)
2 {1,410) (553)
(1,410) (653)
{30,128) 30,270
29,958 {312)
{168) 29,958
9,832 29,958
{10,000) -
{168) 29,958




HOMESTYLE OPERATIONS LIMITED
STATEMENT OF ACCOUNTING POLICIES
FOR THE 53 WEEKS ENDED 30 JUNE 2012

Basls of accounting

The financial statements have been prepared under the historical cost convention and in accordance with applicable International Financial Reporting
Standards ("IFRS's") The financal statements are presented in pounds sterling because that i1s the currency of the primary econemic environment in
which the company operates

The company’s accounting pencd ends on the last Saturday in June

Congobdated financial statements have not been prepared by the company as parmitted by Section 400 of the Companies Act 2008 as the company
and its subsidianes are included in the consolidated financial statements of Steinhoff UK Holdings Limited

Golng concarn

The company’s business actvities, together with the factors likely to affect its future development, performance and postion are set out in the
directors’ report on pages 3 to 4 which describes the financial position of the company, its cash flows, hquidity positlen, the company’s objectives,
policies and processes for managing its capital, its financial nsk management objectves, details of its financial Instruments and hedging activities, and
its exposure to credit sk and hquidity risk

The company meets its day to day working capital requirements through a senes of overdraft faciities and revolving credit faciites arranged for the
Steinhoff UK Holdings Limited group The current economic conditions create uncertainty particularly over the level of demand for the company's
praducts, the exchange rate between steriing and dollar and thus the consequence for the cost of the company’s goods for resale, and the availabiity
of bank finance In the foreseeable fulure

The company consclidates its forecasts and projections into those of the Steinhoff UK Holdings group  These forecasts show that, taking account of
reasonably possible changes in trading performance, the company and Steinhoff UK Holdings group should be able to operate within the level of the
cument facility

The directors have received confimation that Steinhoff Eurape AG (Austria), the Steinhoff UK group’s holding company, will continue to provide the
necessary level of support to enable the Stemhoff UK group to continue 1o operate for a penod of 12 months from the date of signng the financial
statements This support s provided direct to Steinhoff UK Holdings Limited The directors have received confirmation that Steinhoff UK Holdings
Limited will provide financial support to this company for a period of 12 months from the date of signing the financial statements in considering the
ability of Steinhoff Europe AG (Austra), and ultimately Steinhoff Intemational Holdings Limited's ability to provide any necessary support in the context
of the uncertainties all companies face as a result of the cument economic cimats, the directors have obtained assurance from Steinhoff Eurcpe AG
{Austria)'s and Steinhoff International's management as to their financlal positon and forecasts and the continuing availabilty of their faciities
Additlonal details surrounding thesae factors and mitigating actions can be found in the accounts for Stainhoff Intematicnal Holdings Limited

After making enquiries from Steinhoff Europe AG (Austna), the directors have a reasonable expectation that the company and the Steinhoff UK group
have adequate trading opportunities and rasources to continue In operational existence for the foreseeable future Accordingly, they continue to adopt
the going concem bases in prepanng the annual report and accounts

Property, plant and equipment
Property, plant and equipment is stated at cost, net of depreciation and any recognised impaimmaent loss

Depreciation is provided on all property, plant and equipment, other than freehold land, at rates calculated to wnte off the cost, less estimated residual
value, of @ach asset on a strarght-line basis over its expacted useful life, as follows

Short-leasehold interests Premiums Tem of lease
Tenants' fiures 8-10% per annum, or term of lease
Mezzanine floors Term of lease

Equipment and vehicles

Fodures and fitungs 10-25% per annum

Vehicles 20-25% per annum

The gain or loss ansing on the disposal or retirement of an asset 1s detarmined as the difference between the sales proceeds and the carrying amount
of the asset and Is recognised in Income

Goodwill

Goodwill ansing on the acquisition of businesses represents the excess of the cost of acquisition over the fair value of the identffiable assets and
liabilities acquired Goodwill 18 recognised as an asset and reviewed for impairment annually, or more frequently when there is an indication that it
may ba imparred Any impairment 13 recognised immediately In the income statement and 1s not subsequaently reversed On disposal of a business
the attributable amount of goodwill is included in the determination of the profit or loss on disposal

For the purpose of impairment testing, goodwitl 1s allocated to the cash generating units expected to benefit from the synergies of the combination  If
the recoverable amount Is less than the carrying amount of the unit, the imparrment loss is allocated first to reduce the amount of geodwill allocated to
the unit and then to other assets in the uruit  An impairment loss recognised for goodwill s not reversed in a subsequent penod

Goodwill ansing on acquisitons before the date of transition to IFRSs has been retained at the previous UK GAAP amounts subject to being tested
for Impairment

Other Intangible assets
Software 1s initally measured at purchase cost and 1s amortised over its expected useful Lfe

Brands are initally measured at purchase cost and are reviewed for impairment annually, or more frequently when there is an indication that they may
be impalred Any impatrment Is recognised immechately in the income statement

Impalrment of tanglbie and other intangible assets excluding geodwilll

At each balance sheet date, the company reviews the camying amounts of its tangible and ntangible assets to determine whether there 1s any
indication that those assets have sufferad an impairment loss If any such indication ewsts, the recoverable amount of the asset 1s esimated in order
to determine the extent of the impaimaent loss (f any) Where the asset does not generate cash flows that are independent from other assets, the
company estimates the recoverable amount of {he cash-generating urit 1o which the asset belongs
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HOMESTYLE OPERATIONS LIMITED
STATEMENT OF ACCOUNTING POLICIES (contlnued)
FOR THE 53 WEEKS ENDED 30 JUNE 2012

Impalrment of tangible and other Intangible assets excluding goodwill {continued)

Racoverable amount 1s the higher of farr value less costs to sell and value in use In assessing value tn use, the estmated future cash flows are
discounted to their present value using a pre tax discount rate that reflects current market assessments of the time value of money and the nsks
specific to the asset for which the estimates of future cash flows have not been adjusted If the recoverable amount of an asset (or cash-generating
unit) 1s estimatad to be less than its camying amount, the carryng amount of the asset (cash-generating unit) is reduced to its recoverable amount An
impairment loss 1s recognised as an expense mmediately Where an impasrment loss subsequently reverses, the camying amount of the asset (cash-
generating unit) is increased to the revised estmate of is recoverable amount, but so that the increased carrying amount does not exceed the
camying amount that would have been detsrmined had no inpairment loss besn recognised for the asset {cash-generating unity in pnor years A
reversal of an impairment loss 1s recognised as income immediataly

Taxation
The tax expense represents the sum of the tax currently payable and deferred tax

The tax currently payable is based on taxable profit for the penod Taxable profit differs from net profit as reported in the income statemeant because it
excludes items of income or expense that are taxable or deductible in other periods and it further excludes items that are never taxable of deductble
The company’s kability for current tax is calculated using tax rates that have been enacted or substantively enacted by the balance sheet date

Deferred tax 1s the tax expected to be payable or recoverable on differences betwsen the carrying amounts of assets and Labilites in the financial
statements and the corresponding tax bases used [n the computation of taxable profit, and 15 accounted for using the balance sheet hability method

Deferred tax liablites are generally recognised for all taxable temporary differences and deferred tax assets are recogmised to the extent that it I1s
probable that taxable profits wili be avauable against which deductible temporary differences can be utlsed Such assets and habilites are not
recognised if the temporary difference anses from the recognition of goodwill or from the iniual recognition (other than in a business combination) of
other assets and habiities that affects neither the tax profit nor the accounting profit

Deferred tax i1s calculated at the tax rates that are expected to apply n the penod when the hability s settled or the asset is realised Deferred tax 1
charged or credited in the mcome statement, except when it relates to items charged or credited directly to equity, in which case the deferred tax i1s
also dealt with in equity

Deferred tax assets and labities are offsst when there Is a legally enforceable right to set off current tax assets aganst current tax habilities and
when they relate to iIncome taxes levied by the same taxation authonty and the company intends to settle s current tax assels and liabilites on a net
basis

Revenue recognition

Revenue rapresents the fair value of amounts receivable for goods and servicas provided in the normal course of business, net of trade discounts,
VAT and other sales related taxes Sales are recognised on delivery to customers  Sales of tems taken directly from retanl stores are recognised on
the date of sale All revenue is earmed from business in the UK and Eire

Whera payments are received from customers in advance of delivery, the amounts are recorded as deferred income and included as customer
deposits received within creditors due within one year

Interest Incomes
Interest Income 18 accrued on a ime basis, by reference lo the pnncipal outstanding and the effective interest rate applicable

Inventories

Inventones are stated at the lower of cost and net realisable value Cost compnses the purchase pnce of matenals and merchandise Met realisable
value 1s basad on estmated selling price less further costs expected to be meurred to completion and disposal Provision 1s made for obsolete, slow-
moving or defective items where appropriate

Foreign currency

Transactions in foreign curmencies are recorded at the rate of exchange expected for the transachon  Expenses are recorded at the rate expected to
be realised when the transaction 1s paid for based on the exchange rate provided by Stenhoff Intemational, the current exchange rate on the date of
the transaction and the forward contract rate provided by Stainhoff UK group treasury At each balance sheet date monetary assets and llabiities
denominated 1n forelgn currencies are restated at the rates prevailing on the balance sheet date Gans and losses ansing en retransiation are
recognised In the Income statement for the penod in which the gain or loss anses  Non monetary items camed at far value that are dencnunated in
foreign currencies are translated at the rates prevaillng at the date when the falr value was determined Non-monetary tems that are measured in
tarms of histoncal cost in a foreign currency are not retranslated

Investments
Investments in subsidiary undertakings are initially measured at cost, including transaction costs At subsequent reporting dates, investments are
camed at cost subject to annual impairment revigw

Financia! instruments
Financial assets and financial liabilities are recognised on the company's balance sheet when the company becomes a party to the contractual
provisions of the instrument

Financial assets
The financial assets are loans and recevables

Financial assets - Loans and receivables

Trade receivables and other recevables that have fixed or determinable payments that are not quoted in an active market are classified as ‘loans and
raceivables’ Loans and receivables are measured at amorhised cost less impairment
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HOMESTYLE OPERATIONS LIMITED
STATEMENT OF ACCOUNTING POLICIES (continued)
FOR THE 53 WEEKS ENDED 30 JUNE 2012

Financlal Instruments (continued)

Financial assets {continued)

Impairment of Financial Assets

Financial assets are assessed for indicators of impairment at each balance sheet date Financial assets are impaired where there s objective
evidenca that as a resuit of one or more events that occurred after the initial recognition of the financial asset the estimated future cash flows of the
investment have been impacted For loans and recevables the amount of the mpairment 1s the difference between the asset's camyng amount and
the present value of estimated future cash flows

The carrying amount of the financial asset 18 reduced by the impaiment loss directly for all financial asssts with the axception of trade recervables
where the carrying emount 1s reduced through the use of an allowance account When a trade recewvable 1s uncollectable, 1t is wntten off against the
allowance account Subsequent recoveries of amounts previously written off are credited aganst the aliowance account Changes in the camying
amount of the allowance account are recogrised n profit or loss

Cash and cash equivalents
Cash and cash equivalents compnse cash on hand and demand deposits, that are readily convertible to a known amount of cash and are subject to
an insignificant nsk of changes in vaive The company Includes unpresented cheques in trade creditors and uncleared lodgements In trade debtors

Financial instrurments issued by the company

Finencial habilities and equity

Financial liabiites and equity instruments are classffied according to the substance of the contractual arrangements entered into An equity
instrument 1s any contract that evidences a residual interest in the assets of the company after deducting all of its llabilities

Other financial labiities
Trade and other payables are inttially measured at far value, and are subsequently measured at amortised cost

Debt

Debt s inttially stated at the amount of the net proceeds after deduction of issue costs The camying amount 1s Increased by the finance cost in
respect of the accounting penod aend reduced by payments made in the penod Costs incurred in conpection with a financial restructunng or
renegotiation are written off to the Income staterment as incurred Where such costs are matenal they are separately identifled within finance costs

Provislons

Provisions are recognised when the company has a present obligatton as a result of a past event, and it 1s probable that the company will be required
to settle that obhgation Provisions are measured at the directors' bast estimate of the of the expenditure required to settle the cbligation at the
balance sheet date and are discounted to presant value where the effect 1s material

Retlrament benefit costs

Payments to defined contribution retrement benefil schemes are charged as an expense as they fali due Payments made to state-managed
retirement benefit schemes are dealt with as payments 1o defined contnbution schemes where the company's obhgations under the schemes are
equwvalent to those ansing in a defined contnbution retirement bensfit scheme

For defined benefit schemes, the cost of providing benefits 1s determined using the Projected Unit Cost Method, with actuanal valuations being
camed out at each balance sheet date Actuarial gains and losses are recognised In full in the period in which they occur They are recognised
outside of the income statement and presented in the statement of recognised incoma and expensa Past service cost 15 recognised immedsately to
the extent that the benefits are already vested, and otherwise is amortised on a straight-line basis over the average penod unt! the benefits become
vested

The retiremant benefit obligation recogrised in the balance sheet represents the present value of the defined benefit obligaton as adjusted for
unracogrused past service cost, and as reduced by the fair valus of scheme assets Any asset resulting from this calculation 18 imited to past service
cost, plus the present value of available refunds and reductions in future contnbutions to the scheme

Operating leases
Rentals under operating leases are charged on a straight-ine basis over the lease term, even if the payments are not made on such a bagis Benefits
recewved and receivable as an incentive to sign &n operating lease are also spread on a straight-ine basis over the lease term

Share based payments

The company has appled the requirements of IFRS 2 Share based payment’ Certan directors of the company are members of the Stenhoff
Intermational Holdings Limted share incentive scheme The farr value of the services receved under this scheme 1s calculated by Stenhoff
International Holdings Limited by the use of the Black Scholes model, and the amount attnbutable to this company 1$ charged to the Income
Statement Stemnhoff Intemational Holdings Limited does not recharge the company for these services so an amount equal to the annual charge 15
credited diractly to reserves in accordance with IFRS 2

Critical judgements and astimates In applying the accounting policies
In the process of applying the accounting policies descnbed above, management has made the following judgements and estimates that have the
most significant effect on the amounts recognised in the financial statements

Peansion scheme
Valuations of the company’s defined benefit schemes are inherently based on vanous assumptions for investment retums, discount rates, salary and
pension increases In inflation  Details of the assumptions used may be found in note 17

Goodwiil
The calculation for considenng the impairment of the carrying amount of goodwill requires a companson of the present value of the cash-generating

units for which goodwill has been allocated, to the value of goodwill In the balance sheet The calculation of present value requires an estimation of
the future cash flows expected to anse from the cash-generating units and the selaction of a suitable discount rate Details of the assumptions made
may be found in note 7
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HOMESTYLE OPERATIONS LIMITED
STATEMENT OF ACCOUNTING POLICIES (continued)
FOR THE 53 WEEKS ENDED 30 JUNE 2012

Standards and Interpretations
There have baen no new or revised Standards or Interpretations which have affected the amounts reported i these financial statements

At the date of authonsation of these financia! statements, the following standards and interpretations, which have not been appled in these financial
statements, were in 1ssue but not yet effective The directors anticipate that the adoption of these standards and interpretations will have no matenal
impact on the company’s financial statemants

- Annual iImprovements to IFRSs 2009-2011 Cycle (May 2012),

- Amandments to |1AS 32 (Dacember 2011} Offsethng Financial Assets and Financial Liabilibies,
- Amendments to IFRS 7 (December 2011) Disclosures — Offsetting Financial Assets and Finaneial Liabilities,
- [FRS 8 Financial Instruments,

- Amendments to IAS 1 (June 2011) Presentation of ltems of Other Comprehensive Income,

- 1AS 19 (revised June 2011) Employee Benefits,

- IFRS 13 Farr Value Measurement,

- IFRS 12 Disclosure of Interasts in Other Enties,

- IFRS 11 Joint Arrangements,

- IFRS 10 Consolidated Financial Statements,

- |1AS 28 (revised May 2011) Investments in Associates and Joint Ventures,

- IAS 27 (revised May 2011) Separate Financial Statements, and

- Amendments fo IAS 12 (December 2010) Deferred Tax Recovery of Underying Assete
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HOMESTYLE QOPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS
FOR THE 53 WEEKS ENDED 30 JUNE 2012

53 weoks to 52 weeks
30 June o 25June

1 Interest income 2012 2011
£'000 £'000

Intercompany loan interast 5,378 2,029
Bank and other interest recervable - 127
5,376 2,156

53 weeks to 52 weeks
30 June to 25June

2 Finance costs 2012 2011

£000 £000

Intercompany loan interest 1,016 553
Bank and other interest payable 394 -

1,410 553

53 weeks to 52 woeks
30 June 1o 25 June

3 Staff costs 2012 2011
£'000 £000

The aggregate remuneration (Including executive directors) compnsed
Wages and salanes 71,656 358,837
Social secunty costs 6,710 3,798
Pension costs (note 17) 533 338
78,899 43,973
The average monthly number of employees (including executive directors) was Number Number
Selling and distnbution 2,720 1,624
Administration 341 204
3,061 1,828

53 weeks to 52 weeks
30June 1o 25 June

4 Directors' emoluments and transactions 2012 2011

£'000 £'000

Members of defined contnbution scheme 2 3
Highest paid director's emoluments

443 235

Emoluments

No director 1s beneficially entitied in any significant contract to which the company or a subsidiary was a party dunng the period

Key management personnel
The remuneration of executive directors, who are the key management of the company, is set outin aggregate for each of the categones specified in
IAS 24 "Related Party Disclosures”

53 weeks to 52 weaks
30 June 1025 June

2012 2011

£000 £000

Salanes and short term employee benefits 705 472
Post employment benefits 36 40
744 512

Certain directors of the company ara members of the Steinhoff Internattonal Holdings Liriited share incentive scheme Dunng the penod no (2011
no} directors exercised options under this scheme

The emoluments of Messrs Jooste, Nel, Odendaal and Grobler were paid by Stenhoff Intemational Holdings Limited in South Afnca in both the
current and prior year It 1s not practcable to splt thetr remuneration between their services to group companies Details of the emoluments can be
found n that company's financial statements Mr Sussman does not recaive remuneration from the Group Mr Tepping did not receive remuneration
from the group, but H3 Consulting Limited, of which Mr Topping as a director, invorced the group for services dunng the year
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HOMESTYLE OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS {continued)
FOR THE 53 WEEKS ENDED 30 JUNE 2012

53 weeks to 52 weoks
30June to 25 June

5 Profit before taxatlon 2012 2011
£'000 £000
The profit from ordinary actvities before taxation 1s stated after charging/(crediing)
Cost of nventones recognised as an expense 204,883 106,316
Cost of inventones written off recognised as an expense 3,593 3,260
Net foreign exchange gan (63) (144)
Deprectation of property, plant & equipment (note 8) 7,210 4,009
Impairment of property, plant & equipment (note 9) 1,917 467
Amortisation of intangible assets (note 8) 735 291
Cperating lease rentals - leasehold properties (note 23) 42,398 25,461
Operating lease rentals - other fixed assets (note 23) 4,104 2,373
Loss on disposal of property, plant & equpment 656 272
Loss on disposal of intangible assets a1 303
Staff costs (note 3) 78,899 43973

Auditor's remuneration
Fees payable to the company’s audrtor for the audit of the company’s annual accounts 189 131

Auditor’s remuneration for non-audit services

Tax services 30 1
Other servicas 15 243
Total non-audit services 45 254

53 woeks to 52 weeks
30June to 25June

2012 2011
£'000 £'000
6 Taxation
Current tax
UK corporation tax on profit for the penod 1,901 502
Difference in respect of pnor penods’ corporation tax 845 (80)
Current tax charge 2,746 422
Deferred tax
Movement on deferred tax asset (note 16) 641 857
Total taxation 3,387 1,279
The tax charge for the period can be raconciled to the profit per the income statement as follows
Profit bafore taxation 19,389 9,527
Tax at the current UK corporation tax rate of 26 5% (2011 27 §%) 4,944 2,620
Expenses not deductible for tax purposes 55 254
Timing diffarences not recognised (2,570) (1,731)
Change in corporation tax rates 113 216
Differencs in respect of pnor periods' tax 845 (80)
3,387 1,278

The UK Government announced a reducton in the UK corporation tax rate from 24% to 23% from 1 Apnil 2013 As this was not substantively enacted
until 17 July 2012, the deferred tax balances have been stated using the rate in operation at 30 June 2012 of 24% The reduction n the balance shest
carrying value of deferred tax assets and liabilties to reflect the rate of tax of 24% has resulted in a current year tax charge of £113,000

The UK Government has indicated that it intends to enact a further reduction in the main tax rate down to 21% by 1 Apnl 2014 Future rate reductions
would further reduce the UK deferred tax assets and liablities recogmised but the actual impact will be dependent on the deferred tax position at the
tme

The company has taxation losses of approximataly ENil (2011 E10 milon) avatlable to offset against future profits The deferred tax asset in respect
of tax losses was not recognised (n the previous penod due to the unpredictability of future profit streams
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HOMESTYLE OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS {continued)
FOR THE 53 WEEKS ENDED 30 JUNE 2012

30 June 25 June
7 Goodwill 2012 2011
£'000 £'000
Cost and carrylng amount
At start of period 73,393 -
Additions on acquisibion of trade and assets (note 20) - 73,393
At end of penod 73,393 73,393

Goodwill, which 1s attnbutable to furmiture and bed retailing, 13 reviewed annually for impaiment Each cash generating unit's recovarable amount 1s
based on projections of the unit's cash generating performance extrapolated into perpetulty The projections use the budget for the next 3 financial
years including an assumption of ongoing selling and marketing support from Stemnhoff Europe, and an assumption of growth of 2 7% thereafter
Cash flows are discounted at a werghted average cost of capital of 563% (2011 6 26%) The directors estmate discount retes using pre-tax rates
that reflect current market assessments of the time value of money

The growth rates are based on management estimates taking into account current trading performance and expected future economic condrions
Anticipated growth rates across divisions remains positive as in the previous penod despite the challenging economic conditions as there are
opportunittes to Increase market share with several competitors ceasing to trade

The results of the calculations are subject to sensitivity tests tmn assessing whether any impairment is required The directors have concluded that no
impairment 18 required

Software &
8 Intanglble assets total
£'000
Cost
At 26 June 2011 5,948
Addttions 1,711
Transfer from property, plant & equipment (note 9) 27
Disposals (57)
At 30 June 2012 7,629
Amortlsation
At 26 June 2011 3,084
Transfer from property, plant & equipment (note 9) 15
Charge for period 735
Disposals {19)
At 30 June 2012 3,795
Net book amount
At 30 June 2012 3,834
At 26 June 2011 2884
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HOMESTYLE OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE 53 WEEKS ENDED 30 JUNE 2012

8 Intangible assets (continued)

Cost

At 27 June 2010

Additions on acquisiton of trade and assets (note 20)
Other addibons

Transfer from property, plant & equipment (note 9)
Drsposals

At 25 June 2011

Amortisation

At 27 June 2010

Additions on acquisition of trade and assets (note 20)
Transfer from property, plant & equipment (note 9}
Charge for penod

At 25 June 2011

Net book amount
At 25 June 2011

At 27 June 2010

9 Property, plant & equipment

Cost

At 26 June 2011

Additions

Transfer to intangible assets (note 8)
Disposals

At 30 Juns 2012

Depreciation

Al 26 June 2011

Charge for period

Impairment charge

Transfer to intangible assets {note 8)
Disposals

Al 30 June 2012

Net book amount
At 30 June 2012

At 26 June 2011

Cost

Al 27 June 2010

Additions on acquisition of trade and assets (note 20}
Qther addrions

Transfer to Intangible assets (note 8)

Disposals

At 25 June 2011

Depreciation

At 27 June 2010

On acquisition of trade and assets (note 20)
Charge for penod

Impaiment

Dusposals

Transfer to intang:ble assets (note 8)

At 25 June 2011

Net book amount
At 25 June 2011

At 27 June 2010

Software &
total
£'000
5,508
397
346
(303)
5,948
2457
316
2801
3,064
2,884
Short
leasehold  Equlpment
property and
Interests vehicles Total
£'000 £'000 £'000
10,723 61,417 72,140
1,798 5,754 7,552
(27) - @n
(2,384) {10,420) (12,804)
10,110 56,751 66,861
7,258 41,926 49,184
610 6,600 7.210
- 1,917 1,97
{15) - (15)
(859) (16,357} {11,216)
8,994 40,086 47,080
3,116 16,665 19,781
3,465 19,491 22,956
Short
leasehold  Equipment
property and
interests vehlicles Total
£'000 £'000 £'000
3,864 4,001 7,865
7,269 57,149 84,418
261 3,719 3,980
- (346) (346)
{671) {3,106) (3,777)
10,723 61,417 72,140
2,598 3,556 5,054
4,567 37,957 42,534
631 3,378 4,009
- 467 4867
(338) (3,126) (3.464)
- (316) {316)
7,258 41,926 49,184
3,465 19,491 22,956
1,466 445 1,911
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HOMESTYLE OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE 53 WEEKS ENDED 30 JUNE 2012

30 June 25 June
10 Investments in subsidiaries 2012 2011
£'000 £'000
Cost
At start of penod 3,115 3,015
Acquired from fellow subsidiary - 100
At end of penod 3,115 3,115
Provision
At the start and end of pencd 3,015 3,015
Carrying amount
At end of penod 100 100
At start of penod 100 -
Place of incorporation and Principal activity Proportion of ownership
Principal operating subsidiarles operatlon and voting rights
2012 2011
Steinhoff UK Upholstery Limited England & Wales Import/distnbution 100% 100%
Reud Financial Services Limited Scotland Dormant 100% 100%
MC (No 37) Limited (formerly RJ's Homeshops Limited)  Engtand & Wales Dormant 100% 100%

The investments in subsidianes are stated at cost less provision for impairment

Dunng the previcus period the company purchased the entire 1ssued share capital of Stesnhoff UK Upholstery Limited and Rend Financial Services
Limitad from a fellow group comgpany for consideration of £100,000 and £100 respactively

30 June 25 June
11 Inventories 2012 2011
£'000 £000
Goods for resale 40,136 36,674
30 June 25 June
12 Trade and other receivables 2012 2011
£'000 £'000
Trade receivables 3,055 2,490
Other receivables 5,184 2,929
Prepayments and accrued income 1,937 5,730
Less provision for imparment of recevables (485) (877}
6,691 10,272
Amounts owed by group undartakings 265,048 209,715

274,737 219,987

The malority of the company’s sales are paid for in cash or by debit/cradit card  The average credit period on sales of goods, where credit is given, 18
between 30 and 60 days The provision for receivables 1s estimated by the company's management based on prior expenence and the current
economic environment

Included In the company’s recevable balance are debtors with a carmying amount of £424,000 (2011 £518,000) which are past due at the reporting
date for which the company has not provided as there has not been a significant change in credit quality and the company believes that the amounts
are still considerad recoverable The company does not hold any collateral over these batances The average age of these recervables is batween 1
and 3 months overdue (2011 less than 1 month overdue)

The directors consider there to be no significant credit nsk ansing from amounts owed by group undertakings Further details on make up of the

group balances Is provided in note 25 Amounts owed by group undertakings are neither impaired nor overdue No interest s charged on overdue
debts
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HOMESTYLE QPERATIONS LIMITED
NOTES TO THE FIKANCIAL STATEMENTS (continued)
FOR THE 53 WEEKS ENDED 30 JUNE 2012

12 Trade and other recelvables {continued}

Movement in the allowance for doubtful debts 2012 201
£'000 £'000
At start of penod 877 -
Amounts wnitten off i the panod - (25}
Amounts recovered In the penod (640) (130}
Ansing on acquisition - 560
Increase n allowance recognised in the income statement 248 472
At end of penod 435 77

In determining the recoverability of the receivable, the company considers any change in the credit quality of the customer from the date credit was
initially granted up to the reporting date The concentration of credit nsk is imited due to the customer base being large, the relative balances being
immatenal and unrelated Accordingly, the directors belisve that there Is no further credit provision required in excess of the allowancs for doubtful
debts

Included in the allowance for doubtfu! debts are specfic receivablas with a balance of £83,000 (2011 £50,000) due from a company which has been
placed under liquidation The impaiment represents the difference between the carrying amount of the specific trade recevable and present value of
the expectad liguidation dividend

The ageing of recevables Is 2012 2011
Value of recelvables Value of receivables
£'000 % £'000 %
Nerther past due nor impaired 272,376 99 8% 213,741 99 8%
Past due up to 3 months but not impaired - trade debts 424 02% 516 02%
Past due by over 3 months but not impared - trade debts - 00% - 00%
272,800 100% 214,257 100%
The ageing of mpaired receivables s 30 June 25 June
2012 2011
£'000 £'000
60-90 days overdue 18 24
90-120 days overdue 27 1
120+ days overdue 174 208
219 241
30 June 25 June
13 Trade and other payables - less than one year 2012 2011
£'000 £'000
Trade payables 21,277 22,170
Amounts owed to group undertakings 207,952 36,242
Other payables 1,157 3,625
Customer deposits receved 21,679 22,211
Other taxes and social secunty 5,059 4,761
Accruals and dafarred income 22,648 22,144

279,772 111,153

The directers consider that the carmying amount of trade and other payables approximate to their farr value

The average credit penod taken for trade payables is between 30 and 60 days
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HOMESTYLE OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE 53 WEEKS ENDED 30 JUNE 2012

30 June 25 June
14 Bank overdrafts and loans 2012 2011
£'000 £'000

Bank overdrafts 10,000 -

Bank borrowings are arranged at floating interest rates inked to bank base rate, thus exposing the company to cash flow interest rate nsk They are
repayable on demand

30 June 25 June

The weighted average interest rates in the penod were 2012 2011
% %

Bank overdrafts 32% 3 3%

30 June 25 June

15 Provisions for liabilltles and charges 2012 2011
£000 £000
At start of period 1,588 .

Additons on acquisition of trade and assets (note 20) - 1,983
Utilised dunng the period - {496)

{Releasad)/charged during the penod (424) 101
At end of penod 1,164 1,588
30 June 25 June

2012 2011
£000 £000

Included in current Labilties 181 27
Included in non-cument Labiihes 983 1,311
1,164 1,588

All provisions are property related The provision is calculated based on the remaining term of the lease or estmated date of assignment If eartier

30 June 25 June
2012 2011
16 Deofeorred tax assot £000 £000
Accelerated capital allowances 5,901 3.820
Pansion fund (note 17) 1,859 1,149
Tax losses - 2,609
Short term timing differences 1,549 2417
9,309 9,995

Recognised as recoverable in non-current assets
- In respect of defined benefit pension schemes 1,859 1,148
- In raspect of share based payments 342 328
2,201 1477
Not recognuised 7,108 8,518
9,309 9,005

The amount recognised as an asset represents the amount expected to be recovered from the utilisation of tax losses in the foreseeable future The
amount not racognised is dua to the unpredictability of future profit streams, though tax losses may be camed forward indefinitely

30 June 25 June

2012 2011

£000 £000
The movements on the deferred taxation asset during the period were as follows
At start of penod 1,477 -
On acquisition of trade and assets - 3,029
Charga for the penod - income statement (note §) {641} (857)
Income/{expense) for the penod - statement of comprehensive income 1,365 (695)
At and of period 2,201 1477
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HOMESTYLE OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued)
FOR THE 53 WEEKS ENDED 30 JUNE 2042

17 Retirement benefits

Defined contribution schemes
The company operates three defined contnbution pension schemes Tha assets of the scheme are held separately from those of the company in
funds under the control of trustees

The total cost charged to the income statement of £533,000 (52 weeks ended 25 June 2011 £338,000) represents contnbutions payable to these
schemes by the company at rates specified in the rules of the schemes

Defined benefit schemes
The company operates two defined benefit pension schemes Linder the schemes, the employees are enttled to retirement benefits based on final
salary on attainment of retirement age (or earier withdrawal or death) No other post-retirement benefits are provided

The pension scheme was transferred from Homestyle Group Operations Limited i1 the pnor period This company onginally operated eight defined
benefit schemes, which were closed to future accrual of benefits towards the end of 2006 At that time, all active members became defarred
members Seven of these eight schemes were merged in October 2007

Major financial assumptions for the IAS 18 valuation were

2012 2011
Assumptions (% per annum) % %
Discount rate 465 550
Rate of Increase n salanes nia nfa
Rate of iIncrease in pensions in payment (RPI) 275 340
Rate of increase in pensions in payment (CPI) 180 285
Rate of iIncrease in defermed pensions 180 270
Inftation (RPI1) assumption 280 350
Inflation (CPI} assumption 180 270
Expected rate of return on assets 614 692

The following table shows assumed life expectancies for example members at 30 June The underlying mortalty tables at 30 June 2012 and 30 June
2011 are based on the publshed SAPS tables, with 113%/109% loading for pensioners/non-pensioners and with CMI improvements tending to 1%
from 2010

Lifa expectancy (yrs) 2012 2011
Current pensioner aged 65 (male) 212 211
Currant pensioner aged 65 (female) 233 232
Future pensioner aged 65 in 10 years {male) 222 21
Future pensioner aged 65 in 10 years {female) 244 243

At 30 June 2012, members have been assumed to take 85% of the maximum allowable amount of taxfree cash at retrement The remaining
demographic assumptions at 30 June 2012 are the same as those used for the 31 December 2010 actuanal valuation of the merged scheme

The following information in respect of the schemss has been provided in accordance with the requirements of IAS 19

Expected Expected rate
rate of retum of retum
(gross of (gross of
expenses) Fair value expenses) Fair value
2012 2012 201 2011
% £000 % £000
Equities 7 00% 21,647 775% 22,676
Diversified Growth Fund 7 00% 19,669 775% 18,210
Bonds 4 65% 23,224 55% 23,277
Cash 30% 15 30% 180
Total market value of assets 64,555 64,343
Less deferred tax (15,493) (16,729)
49,062 47,614
Present value of scheme liabilties 72,302 B8,763
Less defarred tax (17,352) (17,878}
54,950 50,886
Net penston lability under IAS 19 (5.888) (3.271)
Included in non-current assets (note 16) 1,859 1,145
Inciuded in non-current habiihes (7.747) (4.420)
Total (5.888) (3,271)
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HOMESTYLE OPERATIONS LIMITED
NOTES TO THE FINANCIAL STATEMENTS (continued}
FOR THE 53 WEEKS ENDED 30 JUNE 2012

17 Retirement benefits {(continued)

The axpected retum on assets assumption has been derived by considenng the appropnate retum for each of the main asset classes listed above
The yislds assumed on bond investments are based on published redemption yields at the balance sheet date The assumed return on equites and
diversified growth funds reflects an altowanca for the expected outperformance of these asset classes over govemment bonds in the long-term The

expected rate of retums are gross of expenses

Analysis of amount charged to the Income statement
Total charge to operating profit

Net interest

Expected retum on scheme assets
Interast on scheme liabiities

Net charge

Amounts charged to the income statement

Statement of comprehensive Income
Actual less expected return on assets
Expenence gans

Change in assumptions (loss)gan
Actuaral (loss)gain recognised before tax

Pre tax cumulativa amount of (losses) and gains recognised in the statement of comprehensive income

Movement In deficit during the period

Deficit in schame at beginning of penod
Contnbutions

Other finance expense

Actuanal {loss)gain

Deficit In scheme before deferred tax

Deaferrad tax

Deficit in scheme at end of penod net of defarred tax

Movements In the present value of defined benefit obligations were as follows
Lizbilites at start of penod

Intarest expense

Actuarial loss/(gam)

Benefits pax

Liabilties at end of penod

Movements In the failr value of scheme assets were as follows
Assets at start of penod

Expected return on scheme assets

Actuanal (loss)gan

Employer contnbutions

Benafits paid

Assets at end of penod

Actual retum on assets

30 June 25 June
2012 2011
£000 £000

3,537 3,535
{3,666) {3,704}
(129) (169)
(129) (169)
(1,595) 476
. 242
{4,092) 1,954
{5,687) 2,672
(4,324) 1,363

30 June 25 June
2012 2011
£000 £000

(4,420) {8,265)
2,489 2,342
(129) (169)
{5,687) 2,672
{7,747 (4,420)
1,859 1.148
(5,888) (3.271)
66,763 69,942
3,666 3,704
4,092 (2,196)
4,219 2,687
72,302 68,763
64,343 60,677
3,537 3535
(1,595) 476
2,489 2,342
(4,219) (2,687)
84,555 64,343
1,942 4,011

Company contributions to the defined benefit schemes for the year to 30 June 2013 are expected to be around £2 5 million (including scheme-retated

expenses)
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17 Retiroment benefits (continued)

Amendments to IAS 19 'Employee Benaefits’
The forthcomning changes to 1AS 19 will be effactive for the company's accounts for the 52 weeks ending 28 June 2014 Retrospective adoption 13
required and so the prior perod will be restated

The key change affecting the company s the replacemeant of the expacted retumn on pension plan assets and interest expense on pension plan
liabilibes with a single net Interest compoenent calculated on the net defined benefit liabilty or asset using the discount rate used to determine the
defined benefit obligation

The company estimates that, based on the results for the 53 weeks ending 30 June 2012, the effect of the IAS 19 amendment will be to ncrease the
total amount charged to the Income Statement by around £0 9 million The nat pension lkability will be unaffected by the changes

2012 2011 2010 2009 2008
£000 £000 £000 £000 £000
Detalls of experience gains and losses
Scheme assets 64,555 64,343 60,677 49,858 54,685
Scheme labilites (72,302) (68,763) (69,942) (58,800} (62,013)
Deficit before tax (7,747) (4.420) (9,265) (8,942) (7,328)
Experiance gain on plan habliies - 242 - - 3,223
Expensence (lossygain on scheme assets {1,595) 476 8,855 (7.794) {7,883)
30 June 25 June
18 Called-up share capttal 2012 2011
£'000 £'000
Ordinary shares
Issued and fully pald
734,418,057 (2011 734,418,057) ordinary shares of 0 1p each 734 734

On 24 June 2011, the company 1ssued 1 millon ordinary shares to the parent company for considaration of £100 million, thus increasing the share
premium account by £99,999,000

On 8 October 2010, the company issued 1 90p deferred share to the parent company, Steinhoff UK Holdings Limited, at par On 4 November 2010,
tha company repurchased all 10,052,036 90p deferred shares for an aggregate sum of £1

19 Reserves Retalned eamings
2012 2011
£'000 £'000
At start of penod (8,080) {18,959)
Actuanal gain on retirement benefit schemes net of deferred tax (4,322) 1,977
Share based payments credit/(charge) 89 (346)
Profit for the penod 16,002 8,248
At end of penod 2,689 (9,080)

The movements ansing from share based payments anse from accounting under IFRS 2 In respect of the Steinhoff Intemational Group's share option
scheme The company 1s not required to reimburse the parent company for services received under this scheme, therefore amounts charged (2011
credited) to the income statement in each penod were credited (2011 charged) to reserves in the same period

20 Acquisition of trade and assets

On 24 December 2010, as part of a group reconstruction, the company acquired the trade and assets of a fallow subsidiary of Steinhoff Intemational
Holdings Limited

In the penod ending 25 June 2011, the trade and assets acquired contributed £198 mulion to revenue and £9 7 million to profit before tax for the
penod between the date of acquisition and the balance sheet date

If the acquisition had been completed on the first day of that period, the company's revenus for the period would have been £422 million and profit
before tax would have been £11 4 milkon
21 Financial commitments

The company has entered intc a composite cross guarantee with the other companies in the Steinhoff UK Group to guarantes the Steinhoff UK
group's bank loans and overdrafts The maximurn potental habiity under this guarantee at year end was limited to £20,000,000 {2011 £50,000,000)
After the year end, the company's petential liability reduced to £10,000,000
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22 Financial Instruments
Capital sk management
The company manages ts capital to ensure that 1t is able to continue as a going concermn while maximsing the return to stakeholders through the
optimisation of the debt and equity balance The company’s overall strategy remains unchanged from the prior year

The capital structure of the company consists of debt, which includes the bank overdraft, cash and cash equivalents, and equity attnbutable to equity
hotders of the parent, compnsing issued capital, reserves and retained eamings as disclosed in the balance sheet

The company 13 not subject to any externally imposed capital requirements

Details of the significant accounting policies and methods adopted, including the cntena for recogmition, the basis of measurement and the basls on
which Income and expenses are recognised, In respect of each class of financial asset, financial lability and equity instrument are disclosed in the

accounting policy note

Categorles of financlal instruments 2012 2011
£°000 £'000
Flnancial assets at amortised cost
Cash 9,832 29,958
Loans and recevables
- Trade and other recevables 7,754 4,542
- Amounts owed by group undertakings
- non=current loan 5,469 5469
- curent account balances 265,046 208,715
288,101 249,684
Financlal liabllities at amortised cost
Bank overdrafts 10,000 -
Trade payables 21,277 22470
Amounts owed to group undertakings - nen-curment - 157,336
Amounts owed to group undertakings - current 207,952 36,242
Other payables 1,157 3,625
240,386 218,373

The non-current amounts owed to and due from group undertakings all fall due for repayment on or afier 30 September 2013 The current amounts
have no fixed pencd of repayment and have therefors been treated as current

Financial risk management objectives

The executive team is responsible for implementing the nsk management strategy to ensure that an appropnate nsk management framework 1s
operating effectively, smbedding a risk metigation culture throughout the company The board and the audit and nsk management committes are
provided with a consohdated view of the nsk profile of the company Al major exposures are wdentified and mitgating controls dentified and
implemented

Regular management reporting and assessment of the effactiveness of controls by intemal audit provide a balanced assessment of the effectiveness
of key nsks and controis

The Steinhoff UK central finance function communicates with operating divisions and consolidates the company’s requirements |t plays a role In the
wdentification and management of tha following risks cumency nsk, interest rate nisk, credit nsk and Lhquidity nsk

Foreign currency risk management

The majonty of the company's mventory 15 sourced outside the United Kingdom and as such the company 1s exposed either diractly or indirectly to the
fluctuation in exchange rates The foreign currency nsk 1s managed centrally by the Steinhoff UK group  The consolidated UK group requirement is
reviewed on a weekly basis and forward cover is purchased by a fellow subsidiary to cover expected usage in line with guidelines 1ssued by Steinhoff
International Heldings Ltd

To the extent that purchases are done through group companies or other intermedianes in steriing, the impact on pricing 18 closely monitored and
fluctuations in the cost of goods for resale, if matenal, are factored into future sales pncas

The carrying amount of the company’s foreign currency denominated monetary assets and monetary lrabilities at the reporting date 15 as follows

Llabilities Assoats

2012 2011 2012 2011

£000 £000 £000 £000
usp 148 1,099 532 123
Euro 1 72 36 32

Foreign currency sensltivity

The company 18 mamly exposed to US dollars and Euros The sensitity analysis of the company’s axposure to foreign cumrency nsk at the reporting
data In the table below has been determined based on the changs taking place at the beginning of the financiel penod and held constant throughout
the reporting penod

(Decrease)increase In profits Weakening pound Strengthening pound
2012 2011 2012 2011
£000 £000 £000 £000

usD 10% 1,717) (2,626) 1,717 2,628

Eurc 10% (24) (413) 24 413
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22 Financlal instruments {continued)

Forward exchange contracts
The adrmstration of forward contracts is centralised for the Steinhoff UK group so no forward contracts are entsred into by the company

The company does not speculate with denvatives or other finaneial iInstruments

Interest rate risk management

Tha company manages interest rate nsk centrally through the Stemhoff UK group’s central treasury Divisional cash resources are matched with the
net funding requirements Funds are from three sources namely ntemally generated funds, the company faciites and group rescurces and are
managed to keep a competitive market refated cost of funding

The company has vanable rate borrowings, and ensures that as far as practical, interest costs are mamnitsuned at the lowest possible levet

The sensitivity analysis below has bean determined based on the exposure 1o interest rates at the reporting date and a stipulated change taking place
at the beginning of the financial penod and held constant throughout the reporting penod

Al the reporting date, if interes! rates had been 50 basts pomnts lower and all other vanables were held constant, the company's net profit would
reduce by £638,000 (2011 £425,000) If interest rates had been 50 basis points higher and all other vanables were held constant, the company's net
profit would increase by £636,000 (2011 £632,000) This is malnly attnbutable 1o the graup's exposure to interest rates on its vanable rate group
loans and bank berrowings

Credit risk management

Potential concentration of credit nsk consists pnncipally of short-term cash and cash equivalent investments, trade and other receivables The
company deposits short-term cash surpluses with the same bank granting it overdraft facities Recawables compnse a large and widespread
customer base and the company performs ongoing credit evaluations on the financlal condition of customers  The ability of group undertakings to
repay amounts due i1s assessed At 30 June 2012, the company did not consider there 1o be any other significant concantration of credit risk which
had not been adequately provided for The amounts presented in the balance sheet are net of allowances for doubtful recevables, estmated by
management based on pnor expenence and the current economic environment

Liquidity risk management
Liquidity nsk 15 the risk that the company will encounter difficulty in meeting obhigations associated with financial liabiiies  Liquidity nsk anses
because of the possibllity that the company could be required to pays its liabilities earlier than expected

Liquidity nsk 1s managed at various levels, starting at the ultmate holding company and cascading down to the UK group of companies of which this
company I3 ongé The UK group manages lquidity nsk by monitonng foracast cash flows which are provided weekly and by ensunng that adequate
borrowing facilities are available The company generates its own cash to meet obligations, and additional cash is obtained from ewusting lines of
credit and from group facililes based on the forecast requirements

The following table details the company's remaining contractual matunty for its non-~derivatve financial labiites and has been drawn up based on the
undiscounted contractual maturities of the financial iabilities mcluding intarest that will accrue to those liabilibes except where the company 1s entitled
and intends to repay the lability before its matunty

0-3 3 months More than

months to 1 year 1-5 years 5 years Total
£000 £000 £000 £000 £000

2012
Amounts payable to group companes 207,952 - - - 207,952
Bank overdrafts and interest beanng loans 10,000 - - - 10,000
Trade and other payables 22,251 183 - - 22,434
240,203 183 - - 240,386

2011
Amounts payable to group companies 35,818 424 157,336 - 193,578
Trade and other payables 24617 1,178 - - 25,795
60,435 1,602 157,336 - 219,373

Falr values

The fair values of the company’s trade receivables, cash and cash equivalents, trade payables, short-term provisions and loans and overdrafts with a
maturity of lass than one year are assumed to approximate to their book value The company's interest beanng financial habilibes are all subject to
floating interest rates, and so the fair value of interest beanng assets and liabilties also approximates to book value
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53 weeoks to 52 weeks
25June  to 25 June

2011

23 Operating loase commitments 2012
£°000 £'000
Minimurn lease payments under operating leases recognised as an expense durng the penod 45,502 27,834

At the balance sheet date the company had outstanding commitments for future minmum lease payments under non cancellable operating leases
which fall due as follows

Land & Plant & Land & Plant &

Buildings  Machinery Buldings  Machinery

30 June 30 June 25 June 25 June

2012 2012 2011 2011

The company as lesgsee £000 £000 £000 £000

Amount falling due

Within one year 1,827 2,752 2,454 2,924
Between two and five years 4,899 3,142 6,196 4,509
After five years 1,688 - 2,644 142
Total 8,414 5,894 11,294 7.575

The admintstration of leases for land and buildings 1s performed by fellow subsidianes of Steinhoff International Holdings Limited These companies
pay all costs ansing from thess leases, and recharge agreed costs 1o Homestyle Operations Limited who occupy the properties

Lease commitments are non-cancellable in respect of vehicles and on other plant and machinery

The administration of sub-let vacant stores or pans of steres to third parties s also administered by fellow subsidiaries of Stemnhoff Intemational
Holdings Limited The income and expenditure from this activity 1s recognised in those companies

24 Parent company and ultimate controlling party
The company is a wholly-owned subsidiary undertaking of Stenhoff UK Holdings Limited, a company registered in England and Wales
The ulbmate controlling party is Steinhoff Intemational Holdings Limited, a company incorporated in The Republic of South Afnca

The smallest group for which the results of the company are consolidated 15 headed by Steinhoff UK Holdings Limited  Copies of these consolidated
financial statements may be obtained from 5th Floor, Festival House, Jessop Avenus, Cheltenham, Gloucestershire, GL50 3SH, England

The largest group for which the results of the company are consolidated is headed by Steinhoff Intemnational Holdings Limited Coples of these
consolidated financial statements may be obtained via the website www steinhoffintamational com

25 Related party transactions

Transactions between the company and its associates n the Steinhoff Intemational Holdings Limited group are disclosed below

Rental of
properties Amounts Amounts
Sales of Purchase of and Net finance owed by owad to
goods/ goods/  associated revenue/ related related
Poarlod ended 30 June 2012 gervices services costs {costs) parties parties
£000 £000 £000 £000 £000 £000
Steinhoff UK Holdings Limited - parent company - - - (3256) - (20,3486)
Cther companias in the Steinhoff Group 61,357 {133,538) (76,445) 4 685 270,515 {187 606)
61,357 {133,538) (76,445) 4,360 270515 (207,952)
Amounts owed byi(to) related parties conslst of
Non-curment 5,469 -
Cument (notes 12, 13) 265,046 (207,952)
270,615 (207.952)
Perlod ended 25 June 2011
Steinhoff UK Holdings Limited - parent company - - - (109} - (157,336)
Other companies in the Stenhoff Group 31,985 50,987 43,354 1,585 215,184 36,242
31,985 _(50,887) (43,354) 1476 215184 (193,578)
Amounts owed by/(to) related partles consist of
Non-current 5,469 (157,336)
Current (notes 12, 13) 209.715 {36,242)

215184 {193,578}

All transactions are made on an arms length basis The amounts outstanding are unsecured and will be settled in cash No guarantees have been
ghven or receved In respect of the intercompany balances, except as disclosaed in note 21
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