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MRG Department Stores (JOP) Limited -

Directors’ Report for the fifty two weeks ended 30 December 2006 .

The Directors present theur repont together wath the audited accounts of the Company for the fifty two weeks ended 30 December
2006

-
Profits and dividends
Details of tumover and profiss are shown in the profit and joss account set out on page 4
The profit for the financial penied 15 £42,335 (pnor perod - £11,028,027)
Preference share divadends of £78,000 (pnor peniod - £58,500) were paid 1n the year No ordinary dividend was patd m the year
(pnior peniod - £6,792,217) -

-
Principal activity
The principal activity of the Company was formerly retailing m the United Kingdore The Company has not traded in the year
Review of the business -
The Company 1s currently runming down the business, the costs of which were provided for 1n previous years
Principal risks and uncertainties
The directors of A S Watson (Health & Beauty UK) Lamited manage the group’s risks at a group level, rather than at an individual
business unit level For thus reason, the Company’s directors believe that a discussion of the group's risks would not be appropriate
for an understanding of the development, performunce or position of the Company’s business The principal nsks and uncertainties

of AS Watson (Health & Beauty UK) Liguted, whuch include those of the Company, are discussed tn the group’s annual report,
which does not form: part of this report.

Key performance indicators

Given the straightforward nature of the busimess, the company’s directors are of the opinron that the analysis using key
performance mdicators s not necessary for an understanding of the develapment, performance or position of the business

Fixed assets

Details of the movements in mvestments are set out 1o note 7

Directors and their interests

The directors holding office dunng the year were

J C Jefferson (resigned 31 March 2006)

P Newton (resigned 31 May 2006)

P J Samue] {resigned 5 March 2007)

JP Sergal

C Lamont (resigned 7 July 2006)

1 F Wade (resigned 11 December 2006}
AMYYSo

G G Smth (appownted 11 December 2006)
DKM La: (apponted 11 December 2006)

None of the Durectors have any interest in the share capital and debentures of group compamies
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MRG Department Stores (JOP) Limited
Directors’ Report for the fifty two weeks ended 30 December 2006 (continued) ,

Directors and their interests (continued)

As permutted by s310(3)(a) of the Compames Act 1985, the Company mamtans Directors’ and Officers’ Liability insurance which
provides insurance cover agamst habilitses which Directors and ather officers of the Company may mcur personally as a
consequence of claums made agamst them alleging breach of duty or other unlawful acts or omussions m their capacity as Directors
and officers

Company secretary
The secretary who scrved dunng the year was

E Shth /

Directors' respensibilities in respect of the financial statements

The following statement 15 made for the purpose of clanfying the responsibilities of the Directors 1n the preparation of the financial
staterments

Company law requures the directors to prepare financial statements for each financial year that gives a true and far view of the
state of affairs of the company and of the profit or loss of the company for that period The directors are requured to prepare the
financial $tatements on the going concern basis, unless 1t 13 wappropriate to presume that the company wall continue 1n business

The directors confirm that suntable accounting poticies have been used and applied consistently 1n the preparation of the financial
statements They alsc confirm that reasonable and prudent judgements and estimates have been made 1n prepanng the financial
statements for the year ended 30 December 2006 and that applicable accounting standards have been followed.

The directors are responsible for keeping proper acconnting records that disclose wath reasonable accuracy at any time the
financial position of the company and enable them to ensure that the financial statements comply wath the Compantes Act 1985

They are also responsible for safeguarding the assets of the company and hence for talung reasonable steps for the prevention and
detection of fraud and other uregulaniies

Audit information

In so far as each director 18 aware, there 13 no relevant audit informatron of which the company’s auditors are unaware Each
director has taken ali the stepa that they ought to have taken 2s e director in order to make themselves aware of any relevant audt
information and to estebhsh that the company’s auditors are aware of that mformation.

Auditors

A resolution to reappoint PricewaterhouseCoopers LLP as auditors to the company wall be proposed at the annual general meeting

er of the Board

Regustered office

Hutchison House
5 Hester Road
Battersea
London

SW11 4AN
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Independent auditors’ report to the members of MRG Department
Stores (JOP) Limited |,

We have audited the financial statements of MRG Department Stores (JOP) Linuted for the 52 weeks
ended 30 December 2006 whuch comprise the Profit and Loss Aecount, the Statement of Total Recogused
Gawns and Losscs, the Balance Sheet and the related notes These financral statements have been prepared
under the accounting polictes set out therein

Respective responsibilities of directors and auditors

The directors’ responsibilines for prepaning the financial statements 1n accordance with applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice) are
set out 1n the Statement of Directors® Responsibilities

Our responsibihity 15 to audit the financial statements 1n accordance with relevant legal and regulatory
requuremeénts and International Staudards on Auditing (UK and Ireland) Tlus report, mnciuding the opuuon,
has becn prepared for and only for the company’s members as a body 1n accordance with Section 235 of
the Compames Act 1985 and for no other purpose  We do not, 1n grving this apinion, accept or assume
responsibility for any other purpose or to any other person to whom this report 15 shown or mnto whose
hands 1t may come save where expressly agreed by our prior consent in writing

We report to you our opinion as to whether the financial statements give a true and far view and are
properly prepared in accordance wath the Compames Act 1985 We also report to you 1f, in our opion,
the Directors' Report 15 not consistent with the financial statements

In addition we: report to you 1f, 1n our opinion, the company has not kept proper accounting records, 1f we
have not received all the information and explanations we require for our audit, or if mformation specified
by law regarding directors’ remuneration and other transactions 1s not disclosed

We read the Directors’ Report and consider the implications for our report if we become aware of any
apparent musstatements within 1t

Basis of audii opinion

We conducted our andit m accordance with International Standards on Auditing (UK and Ireland) 1ssued
by the Auditing Practices Board An audit includes examination, on a test basis, of evidence relevant to the
amounts and disclosures mn the financial statements It also includes an assessment of the sigmficant
estimates and yjudgements made by the directors m the preparation of the financial statements, and of
whether the accounting policies are appropnate to the company’s circumstances, consistently applied and
adequately disclosed

We planncd and performed our audit so as to obtatn all the information and explanations which we
considered pecessary 1 order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from matenal misstatement, whether caused by fraud or other uregulanity or
error In formng our opinion we also evaluated the overall adequacy of the presentation of mformation 1n
the financial statements

Opinon
In our opimon.
e the financial statements give a true and fawr view, in accordance with Umited Kingdom Generally
Accepted Accounting Practce, of the state of the company’s affaus at 30 December 2006 and of
118 profit for the 52 weeks then ended,
o  the financial statements have been properly prepared 1n accordance with the Compames Act
1985, and
p . the information given 1n the Directors' Report 18 consistent wath the financial statements
lenaberhata LeP
PricewaterhouseCoopers LL
Chartered Accountants and Registered Auditors

Leeds
23 Amguo}‘ 2007
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MRG Department Stores (JOP) Limited -
Prafit and loss acconnt - for the fifty two weeks ended 30 December 2006

I'd
52 weeks ended 40 weeks ended
30 December 2006 31 December 2005
Notes
£ E
Turnover - -
Cost of sales - R
Gross profit - -
Admimstrative expenses - (311,000)
Operating loss 2 - (311,000)
Dividends receivable - 11,228,955
Profit on ordinary activities before interest and taxation - 10,917,955
Interest recervable 4 2,570 17,072
Profit on ordinary activities before taxation 2,570 10,935,027
Toxation 5 39,765 93,000
Prolit for the financial year 41,335 11,028,027
Divsdends - meluding non-equuty 6 (78,000) (6,850,717)
Retained (loss)/profit 12 (35,665) 4,177,310
All of the above 1esults relate to disconnmueed activities !
i
Statement of total recopmsed gaimns and losses !
52 weels ended 40 weeks ended .
30 December 2006 31 December 2003
£ £
Profit for the financial year 42,335 11,028,027
Unrealised loss on revaluation of investments (132,3714) (11,228,955}
Toral recogmsed losses relatmg 1o the year (90,039) (200,928)

Historieal cost profits and losses

There 15 no matenal difference between the results disclosed 1 the profit and loss sccount and the results on an unmodified
histonical cost basis




MRG Department Stores (JOP) Limited |

Balance sheet as at 30 December 2006
~

FIXED ASSETS
Investments

CURRENT ASSETS
Debtors

CREDITORS (due within one year)
Delx finance
Creditors

NET CURRENT LIABILITIES

TOTAL ASSETS LESS CURRENT LIABILITIES

PROVISIONS FOR LIABILITIES AND CHARCGES

WET ASSETS

CAPITAL AND RESERVES

Called up share capital
Revaluation reserve

Profit and loss account

SHAREHCLDERS' FUNDS (EQUITY AND NON-EQUITY)

ANALYSIS OF SHAREHOLDERS' FUNDS
Equity
Non-equity

J P Sexgal

Approved by the Boardon 27 > - 2007

Notes

Dhirector

10

11
12
12

13

2006 2005
£ £
19,545,890 19,678,264
23,708,469 24,272,149
(62,193) (1,495,617)
(27,929,407) (26,389,679)
(27,991,600) (27,385,296)
(4,283,131 (3,613,147
15,262,759 16,065,117
(512,045) {1,146,364)
14,750,714 14,918,753
6,100,000 6,100,000
7,237,928 7,370,302
1,412,786 1,448,451
14,750,714 14,918,753
14,150,714 14,318,753
600,000 600,000
14,750,714 14,918,753

e ———r—— s % e e bmw -




MRG Department Stores (JOP) Limited
Notes to the accouats - 30 December 2006

1 ACCOUNTING POLICIES

a} Basis of accounting

The accounts are prepared an the going concern basis, under the histoncal cost convention, 25 modified by the revaluahon of
mvestments in subsidiary undertakings, and 11 accordance with the Compames Act 1985 and applicable accounting standards

A summary of the mnte important accounting policies, 18 set out below

b} Investment i subsidhary undertakings
lavestments 10 subsidianes are stated at the book amount of the net assets of those subsidianes with movements bemng dealt with
through the revaluation resesve  Only dividends received and recevable from subsidianes are mehuded in the Company’s profit
and loss account In accordance with 228 Cormpames Act 1985 the Company does not prepare group accounts smee 1t 18 itseif 2
wholly owned subsidiary of A § Watson (Health and Beauty UK) Lumted, a company which prepares group accounts

c) Leased assets

Assels used by the Company, which have been funded through finance leases, are capitalised and the resulting lease obligations
are imchuded 1 creditors

Rentals payable under operating leases are charged to the profit and loss account as incurred except where an incennve to sign
the lease has been taken, when the incentrve 1s spread on a straight line basis over the lease term or if sharter, the penod to the
next open market rent review date.

d) Deferred taxabon

Defeired tax 15 recogmsed 1 respect of all tmmg differences that have ongmated but not reversed at the balance shest date
where transactions or events that result 1n an obligation to pay more tax in the future or a nght to pay less tax 1o the future have
occuned at the balance sheet date Timmng differences are defferences between the Company's taxable profit and its results as
stated i the financial statements

Deferred tax 15 measured at the average tax rates that are expected to apply 1n the periods i whuch the tummg dafferences are
expected to reverse, based on tax rates and laws that have been enacted or substannally enacted by the balance sheet date
Deferred tax is measured on a non-discounted basis

€) Pension costs

The cost of providing pension benefits 15 charged to the profit and loss account over the period benefitng from the employees
SECVICES

) Foreign currency
Transactions m foreign currencies are translated mto sterhng at the rates of exchange ruling at the date of the transachon
Monstary assets and habihties denormnated wn & foreign curzency are translated wnto stertmg at the rates of exchange ruling at the
batznce sheet date

g} Related party transactions

The Company was a wholly owned subsidiary of Hutchison Wharnpoa Linmted at the year end and 13 exempt under the terms of
Financial Reporting Standard 8 from disclosing related paity transachions wath entites that are part of the Group




MRG Department Stores (JOP) Limited

Notes to the accounts - 30 December 2006 (continued),

2 OPERATING LOSS

The following amounts have been charged m armviag at operating foss

Staff costs (note 3)
Operating lease rentals - Other
Other fees pard to auditors

-

52 weeks ended
30 December 2006
£

623,100
9,816
12,100

40 weeks ended
31 December 2005
£

933,775
12,504
5,200

Audutors' remuneration has been bome by the Company’s sister undertaling, The Perfume Shop Lumted

All of the above coats 1 the turrent year were previousty provided for, and therefore there 15 o

cffect on the profit or loss for the current year

3 STAFF COSTS
Total payroli costs were

Weges and salanes
Social secunty costs

Other pension costs

52 weeks ended
30 December 2006
£

517,551
50,496

55,053

623,100

number

[he average monthly aumber of people employed by the Company during the year was

Total

The smoluments of the directors, mcluding pension contributions,

were as follows

Durectors' remumieration
- Remuneration
- Pension contmbutions

23

52 weeks ended
30 December 2006
£

132,075
22,13

54206

40 weeks ended
31 December 2005
£

688,041
190,430
_ssam
S8

number
37

40 weeks ended
31 December 2005
£

161,955
24,677

186,632




MRG Department Stores (JOP) Limited
Notes to the accounts - 30 December 2006 (continued) ,

3 STAYF COSTS (contmued)

Pension contributions of £22,131 {prior penod - £24,677) were paid on behalf of 2 (pnor penod - 2) doectors J C Jefferson
has a personal pension plan wmto which the Company pays contributions Payments for P J Samue] are made to a defined
benefit scheme

P Newton, J P Seigal, C Lamont and G G Stmth were remunerated for therr services to The Perfome Shop Liruted
Thetr emoluments are shown 1 the firancial statements of that company

None of the other directons are remunerated for their services to the Company

The emoliments and pension arangements of the ughest paid director, 52 weeks ended 40 weeks ended
P ] Samuel, were as follows 30 December 2006 31 December 2005
£ £

- Remunertion 114,816 92,264

- Pension contnbuttons 15,138 15,658
133,954 107,962

All of the above staff costs were provided for i previons persods, and therefore there 15 o effect on the profit

or loss for the current year

52 weeks ended 40 weeks ended
4 INTEREST RECEIVABLE 30 December 2006 31 December 2005
£ £
Interest recervable 2,570 17,072
5 TAXATION 52 weels ended 40 weeks ended
30 December 2006 31 December 2005
a} Analysis of credlt in the period £ £
K corporafion tax
Current year - (93,000)
Pnor years (39,765) -
Current tax ctedit for the period {note 5b) W W
Deferred tax
Cunent year - -
Pror yeais - .
‘Total deferred tax credut for the penod - -
Total tax credit m m




MRG Department Stores (JOP) Limited -
Notes to the accounts - 30 December 2006 (continued) ,

5 TAXATION {continned)

) Factors affecting the tax charge for the period

The tax charge for the year 1s lower than the standard rate of corporation tax 1n the UK (30%)

for the following reasons

Profit on ordnary activities before taxation

Profit on erdinary activiies multiphied by stendard rate of corporation tax
i the UK of 30% (poor peniod - 30%)

Effects of

Dividends recetved from UK subsidsary compames
Permanent differences

Adjustments in respect of prior years

Curvent tax credut for the penod (note 5a)

) Factors that may affect future tax charges

2,570 10,935,027

7™ 3,280,508

- (3,368,685)

(1711) (4,822)
(39,765) .
(39,765} (93,000)

Future tax charges are likely to be in hne wath the standard rate of Carporation Tax in the UK of 30%

6 DIVIDENDS PAYABLE

Non-equity
Preference dividends 13 00p (prior period - 9 75p) per £1 share

Equity
Oudinary dividend paid nil {prior pertod - 30 87p) per £0 25 share

52 weeks ended 40 weeks ended
30 December 2006 31 December 2005

£ £
78,000 58,500

- 6,792,217
78,000 6,850,717
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MRG Department Stores (JOP) Limited

-

Notes to the accounts - 30 December 2006 (continued) ,

7 FIXED ASSET INVESTMENTS

Investments m group undertakings
Valuation at 31 December 2005
Revatuahiom of investments

Valuation at 30 December 2006

The stoncal cost of nvestments in group undertakings 15 £8,862,116 (pnorpenod £8,862,116)

In the opimon of the directors, the value of the Compamy's mvestments in 1ts subsidiary undertakings 15 not less
than the amount stated above. The pnneipal whelly owned subsidary undertaiangs of the Company are set out below

Company

Chantlee Properties Limited
Joplings Financial Services Lirmited

All the above compames are registered 1 England

DEBTORS (receivable within one year}

Amounts owed by parent undertalong
Amounts owed by subsidiary undertakmgs
QOther debtors

Prepayments and accrued income

i
19,678,264
(132,374)
19,545,890
Country of
Nature of business operation
Property holding company UK
Fmance company UK
2006 2005
£ £
23,498,486 23,587,940
183,858 613,687
17,676 38,245
8,449 2271
23,708,46% 24,272,149

10
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MRG Department Stores (JOP) Limited

Notes to the accounts - 30 December 2006 (continued)

9 CREDITORS (due within one year)

Trade creditors

Amounts owed to group compantes
Corporation tax

Other taxes and social secunty
Other creditors and accruals

Bank loans and overdrafts are secuned by a floating charge on the assets of other subsicdhery undertkings

10 PROVISIONS FOR LIABILITIES AND CHARGES

At | January 2006

Utilised 1n the year

At 30 December 2006

The provision relates to the future costs of mmmng down the business, and 15 expected to be substantally utilised

within F2 months

-

~

2606 2005

4 £

10,225 24,694
26,123,735 25,974,610
1,518,452 215475
22,345 26,994
254,650 147,506
17,929,407 26,389,679
Lhsposal

of Busimess

£

1,146,364

(634,319)

512,045

s

- —————
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MRG Department Stores (JOP) Limited s

Notes to the accounts - 30 December 2006 (continued)

11 CALLED UP SHARE CAPITAL

Equity
22,000,000 ordimary shares
of £0 25 each

Non-equuty

-

600,000 13% cumulative preference

shares of £1 each

.

s

Awthorised
2006 2005
£ £
5,500,000 5,500,000
600,000 P 600,000
6,100,900 4,100,000

v

The nphts of the { 3% cumulative preference shares are

Allotted

and fully paid
2006 2005
£ £
5,500,000 5,500,000
600,000 600,000
6,100,000 §,100,000
: ————

Dividends are payable at a rate of 13% on the amounts pmd up on the shares and 1n pnonty to any payment to the holders

of any other class of share.

The shares have no redemption nghts

On a winding up, the shareholder wfl be entitled fo a repayment of the capital pasd up on the shares together with any
deficiency or airears of dividend and a premiumn  The preminm 13 the greater of esther 10p or the average of the market
vajue m excess of the nommal value of the shares taken m a three month peniod 30 days before the nahice to convene the
general meeting of the Company to consnider the retum of the capital

The shares do not entitle the holders to any votmg nghts unless

(1) the dividend 1s s1x months i arrears, or

(1) the business of the meeting includes the consideration for the reduction of the capital of the Company, the winding up
of the Company or the venying of nghts of the shares

12 RESERVES

At | january 2006

Revaluanion of subsidhary undertakings

Retaned loss for the year

At 30 December 2006

12

Revaluation Profit and
TeSCEveE loss account

£ £
7,370,302 1,448,451
{132,374) -

. (35.665)
7,237,928 1,412,786

—— et e v e




MRG Department Stores (JOP) Limited

-~

Notes to the accounts - 30 December 2006 (continued)

I3 RECONCILIATION OF MOVEMENTS IN SHAREAOLDERS' FUNDS

Profit on erdinary acuvitics afier taxation
Omvidend
Revaluation of mvestment in subsidianes

Net change n shareholders’ funds

Opening shareholders’ funds

Closing shareholders' funds

Shareholders' funds include non-cquity interests of £600,000 (pror pertod ~ £600,000}

14 OPERATING LEASE COMMITMENTS

7

Note

The trmmmum anaual rental commtments at 30 December 2006 1n tespect of non-cancellable opernting leases were

Leases expinmg

Within one year
Between one end five years

Qver five years

15 CONTINGENT LIABELITIES

2006 2005
£ £
42,335 11,028,027
(78,000) (6,850,717)
(132,374) (11,228,955)
(168,039) (7.051,645)
14,918,753 21,970,398
14,750,714 14,918,753
Plant & Machinery
2006 2005
£ £
9,768 9,768
9,768 9,768

The Company together with other group undertalangs, has given guarantees n respect of bank overdrafis m the name of
group undertakings At 30 December 2006, these overdrafls amounted 1n total to £551,551 (pnor penod 1,268,708)




MRG Department Stores (JOP) Limited :
Notes to the accounts - 30 December 2006 (continued) ,

16 PENSION COMMITMENTS

The Company participates in pensron arrangements provided on a group basis

Merchant Retail Group plc operates a defined bencfit pension scheme covenng the executive directors and certam of its
employees. the assets of which are held 1n & separate trustee adimmistered fund It 19 subject to an mdependent valuation at
least every three years on the basis of which 2 quahfied actuary certifies the rate of the employer's contnibutions

There 15 no difference between the charge to the profit and Joss account and the contnbutions paid m the current year

The Company 1s unable to identfy 1ts share of the undertymg assets and hahties of the group scheme Therefore

m accordance with FRS 17 the Company has eccounted for the contnbutions 1o the scheme as if they were a defined
contribution scheme The detailed disclosures required by FRS 17 have been included wathm the financial statements
of the parent company at the year end, Merchant Retail Group ple

The above defined benefit scheme was closed to new members from | Apn] 2001 All new employess are gven the
opportumty to jow a money purchase scheme The Company makes a conttbution, the level of which depends
on the serionty of the employee

17 ULTIMATE HOLDING COMPANY

-~

The immediate parent undertaking 1s Merchant Retax] Group ple, which 15 a wholly owned subsidiary
urdertaking of A § Watson {(Health & Beauty UK) Limnted, which pubhshes consohdated accounts and a group
cash flow statement that can be obtawned from Hutchison I-Iﬁlsc, 5 Hester Road, Battersea, London SW11 4AN
Both companres are incorporated n the United Kingdom

Fhe Company has not prepared a Cesh Flow Statement, as A S Watson (Health & Beauty UK) Limted has
prepared a consolidated cash flow statement in occordance with the tevised Fimancial Reporting Standard 1

-
The Campany's ultimate parent undertaking and controlling party 1s Hutchison Whampaos Limrted, a company
mcorporated 1 Hong Kong, which 15 the parent undertaking of the largest group to consohdate their financiai
statements These can be obtained from Hutchison House, 22nd Floor, {0 Harcourt Road, Hong Kong.

o~




