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Debenhams Finance Holdings Limited

Directors’ report

The directors submut their report together with the audited financial statements of the Company for the period ended 2
September 2006

Principal activities
The principal activities of the Company are to act as a holding company and to provide finance for group compantes
Profit and dividends

The results for the financial year are set out tn the profit and loss account on page 4 An mterim dividend of £87,200,000 (14
months ended 29 Qctober 2005, £71,918,000) was paid during the penod The directors do not recommend the payment of a
final dividend (2005 £ml) The profit of £139,721,000 (2005 £19,342,000) has been transferred to reserves

The directors of Debenhams plc manage the group’s operations on a divisional basis For this reason, the company’s directors
believe that analysis using key performance indicators for the company 1s not necessary or appropriate for an understanding of
the development, performance or position of the busmess of Debenhams Finance Holdings Limited The development,
performance and position of the Group 1s shown on page 26 of the group’s annual report which does not form part of this
report

Fimancial risk management

Due to the nature of the Company’s activities, 1ts exposure to financial risks 1s lmited
Directors

The following served as directors during the period to 2 September 2006

N R Kennedy

J D Lovering

R W Templeman  (resigned 3 Apnl 2006)
C K Wooedhouse

None of the directors has a contract of service with the Company

Directors’ interests

At 2 September 2006 none of the directors had a direct interest 1n the share capital of the Company J D Lovering and C K
Woodhouse held an indirect interest 1n the share capital of the Company due to their interests 1n Debenhams plc (formerly
Debenhams Retail Holdmgs Limited), the ultimate parent company of Debenhams Group Holdings Limited Their interests in
Debenhamns plc are disclosed n the financial statements of that company

N R Kennedy held an indirect interest in the Company due to his interest in Debenhams plc He held 218,750 ordinary shares
of 001p in Debenhams plc via the Baroness Employee Limited Partnership (“BELP”) at 2 September 2006 Following
Debenhams plc admission to the London Stock Exchange 93,750 shares were distributed out of the BELP to N K Kennedy

On 24 May 2005, as part of the Group refinancing, shareholders in Baroness Group Holdings Limited recerved shares and loan
notes 1ssued by Debenhams ple (formerly Debenhams Retall Holdings Limited) C Loan notes were 1ssued to the investors n
Baroness Employee Limited Partnership of which N R Kennedy 1s a member N R Kennedy’s loan notes amounted to
£368,164 which were repaid on 6 June 2006 along with interest of £13,266

Details of share options held by N R Kennedy are set out below

Date of grant  Market price at At 3 September  Granted during  Exercised in At 2 September
date of award 2005 the year year 2006

N R Kennedy
Ordinary shares — PSP 9 May 2006 195p - 56,250 - 56,250

The Debenhams Performance Share Plan (“PSP”) options will normally vest on the third anniversary of the date of grant
subject to performance conditions set by the Remuneration Committee at the time awards are granted and if the Remuneration
Committee 15 satisfied that the underlying financial performance of the Company over the performance period 15 sufficient to
Justify the vesting of the awards




Debenhams Finance Holdings Limited

Directors’ report (contnued)

Drrectors’ Indemnities

In accordance with the Company’s Articles of Association duectots are granted an indemnity fiom the Company 10 the extent
pernmutted by law in 1espect of habihities mcuned as a 1esult of then office The Compames (Audit Investigations and
Conmmmumty Enterpnise) Act 2004 came mto foice on 6 Apiil 20053 and amongst other things, changed the provisions of
Section 310 of the Companies Act 19835 to give companies the power to extend mdemnities to directors agamst liability to third
parttes (excluding crinunal and regulatory penalties) and to pay dnectois legal costs as mncutred provided that they are
reimbursed to the Company 1f the individual 1s convicted o1 in an action biought by the Company, judgment 1s given against
the director Accoidingly the Company has indemmfied the duectors to the ¢xtent paamitted by the new legislation

Directors’ responsibihities

Company law 1equuires the duectois (o prepare financial statements for each financial period that give a tiue and lan view of
the state of affans of the Company and ol the profit o1 loss of the company fo1 that petiod The dnectors aie 1equned to
prepare the financial statements on the going concern basis untess 1t 1s mappropniate to presume that the company will continue
m business

The directots confirm that suitable accounting policies have been used and applied consistently except wheie requued to
comply with the new accountmyg policics They also confirm that 1easonable and prudent judgements and estimates have been
made 1 prepaig the financial statements for the penod ended 2 September 2006 and that applicable accounting standards
have been followed

The directors ate 1esponsible for keepmg proper accounting records that 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
1985 They aie also tesponsible for safcguatding the assets of the Company and hence for taking reasonable steps for the
prevention and detection of fiaud and other nregulanties

GOlﬂg conceern

After making cnquinies, the ditectos have a 1easonable expectation that the Company has adequate 1esoutces 1o contimue 1n
operational existence for the toreseeable fuute Fou this 1eason, they have adopted the gong concern basis 1 prepanng these
financial statements

Audit intormation

The directors confinm that, so far as they are awate, thete 15 no relevant audit information of which the auditors are unawae
and that each duector has taken all 1easonable steps to make themselves awaie of any relevant audit information and to
establish that the auditors are awaie of the mformaton

Auditors

PricewatethouseCoopers LLP have mdicated therr willingness to continue i office and a 1esolution concermng ther
1eappomntment as auditors of the Company will be proposed at the forthcoming Annual General Meeting

By oider of the board Regisiered Office
1 Welbeck Street
London WIG0AA

— ”
C K Woodhouse 23™ May 2005
Secretary




Debenhams Finance Holdings Limited

Independent auditors’ report to the members of Debenhams Finance
Holdings Limited

We have audited the financial statements of Debenhams Finance Holdings Limited which comprise the profit and loss account,
the balance sheet and the related notes These financial statements have been prepared under the accounting pohcies set out
therein

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the financial statements in accordance with applicable law and United Kingdom
Accounting Standards (Umited Kingdom Generally Accepted Accounting Practice) are set out in the Statement of Directors’
responsibilines

Our responsibility 15 to audit the financial statements in accordance with relevant legal and regulatory requirements and
International Standards on Audming (UK and Ireland) This report, including the opinion, has been prepared for and only for
the company’s members as a body in accordance with Section 235 of the Companies Act 1985 and for no other purpose We
do not, i giving this opinion, accept or assume responsibility for any other purpose or to any other person to whom this report
15 shown or into whose hands it 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 fair view and are properly prepared mn
accordance with the Companies Act 1985 We also report to you whether in our opinion the information given in the Directors'
Report 1s consistent with the financial statements

In addition we report to you 1f, in 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 1f 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 misstatements
within 1t

Basis of audit opmion

We conducted our audit in accordance with International Standards on Auditing (UK and Ircland} 1ssued by the Auditing
Practices Board An audit includes examination, on a test basis of evidence relevant to the amounts and disclosures in the
financial statements It also includes an assessment of the significant estimates and judgments made by the directors in the
preparation of the financial statements, and of whether the accounting policies are appropriate to the company’s circumstances,
consistently applied and adequately disclosed

We planned and performed our audit so as to obtamn all the information and explanations which we constdered necessary 1n
order to provide us with sufficient evidence to give reasonable assurance that the financial statements are free from material
misstatement, whether caused by fraud or other wregularity or error In forming our opinon we also evaluated the overall
adequacy of the presentation of mformation in the financial statements

Opmnion
In our opinion

» the financial statements give a true and fair view, in accordance with United Kingdom Generally Accepted
Accounting Practice, of the state of the company’s affairs as at 2 September 2006 and of its profit for the pernod then
ended,

« the financial statements have been properly prepared 1n accordance with the Companies Act 1985, and

the information given 1 the Directors’ Report 1s consistent with the financial statements

[y s

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Audrtors
Leeds

13 June 2007




Debenhams Finance Holdings Limited

Profit and Loss Account
For 10 months ended 2 September 20006

10 months 14 months unded 29 October 2005
cnled Betore Lxceptional At
2 September exeephional items exceptional
Note 2000 1tems (note 2) Mems
2005 2005 2005
£ 000 £ 000 £ 000
£ 000
Admimistiative eapenses 2 - - (137 (137)
Other income 3.244 - - -
Operating profit/{loss) 23 3.244 - (137) (137)
Income from shares m group undertakings 137.700 76918 - 70,918
Profit/(loss) on ordma v activities before mterest 140,944 76918 (137) 76,781
and taxation
Net interest payable 25 (1.749) {7637 (74,477) (82,114)
Profit/(loss) on ordinary acthvities betore 139.195 69,281 (74,614) (5,333)
faxation
Taxation (] 526 2291 22,384 24,675
Profit/(loss) tor the financaal pertod 12 139.721 71572 (52,230} 19,342

Allitems m the profit and loss account telate to contimumg activities

There ate no diffetences between the 1esults shown in the profit and loss account and the 1esults as stated on an unmoditied
historical cost basis

Thete me no recogmsed gams and losses other than those mcluded m the profit and loss account for each period and
accordingly, no statement of total 1ecogmsed gains and losses 1s given




Debenhams Finance Holdings Limited

Balance Sheet -

At 2 September 2000

Fixed assets
Investments 1n subsidiary undertakings

Current assets
Debtos
Cash at bank and m hand

Crediters amounts {alhng due withm one vear
Net curient assets/{liabihities)

Net assets

Capital and reserves
Called up shate capital
P1ofit and loss account

Shareholders’ tunds — Equity mterests

The finaggial statements on pages 4 to 10 were approved by the Board on 23

Con i

C K WoodTouse
Director

2 Septembet

2006

Nuole £'000
8 519,900
519,900

9 4
73

77

1o -
77

519,977

Il 519,900
12 77
12 519.977

20 October
2005
£7000

519,900

519,900

352,237
72

352,309

(404,753)

(52,444)

467,456

519,900
(52,444)

467,456

May 2007 and weie signed on 1ts behalf by



Debenhams Finance Holdings Limited

NOtGS to the ﬁnanCIal statements {contnned)
For the 10 months ended 2 Septembet 2006

1

Accounting policies
Accounting convention

These financial statements aie piepated on the gomg concern basis and m accordance with applicable accounting
standaids in the United Kingdom under the historical cost convention

Taxation
Current tax 1s provided at amounts expected to be paid {ot 1ecovered) using the tax 1ates and laws that have been enacted

o1 substantively enacted by the balance sheet date

Deferred tax 1s 1ecogiused m tespect of all tming differences that have onginated but not 1eversed at the balance sheet
date whete tiansactions o1 events that 1esult 10 an obligation to pay moie tax mn the futuie o1 a 11ght to pay less tax n the
future have occuned at the balance sheet date Tinung differences are differences between the taxable profits and the
results as stated 1n the financial statements that aise from the mclusion ot gams and losses in tax assessments 1n periods
different from those 1n which they are 1ecagmised n the financial statements

Investment
Investments ate held at cost less any provision for diminution in value
Foiergn exchange

Transactions denonunated 1in toreign currencies ate trianslated mto sterling at contracted 1ates o1, where no contiact exists,
at average monthly 1ates Monetary assets and habilities denonunated in foteign cutiencies are translated mto steiling at
the 1ates 1uling at the balance sheet date o1 the 1ates fixed by forwatd conttacts Differences on exchange are taken to the
profit and loss account

Exceptional items
Exceptional items 1elate to the 14 month petiod ended 29 Gctober 2005

Costs charged to admimstrative eapense i the piofit and loss account 1n refation to the 1efinancing amounted to £137,000
1 relation to legal costs associated wath the caily iepayment of the High Yield Bond notes

As part of the 2005 1efinancing withmn the Debenhams Group the High Yield Bond notes were 1epaid in full 1n June 2005
The 1epayment included acciued mterest and a Make-whole premium of £70,521,000 The *Make-whole premium’,
wlich relates to the early 1epayment of the bends has been charged to exceptional costs within interest payable

On tefinancing the unamortised debt 1ssue costs from the high yield bonds amounted to £3,956,000 These costs were
chaiged to interest payable on repayment of the High Yield Bond notes

Operating profit/(loss)
Audrtors remuneration 1s boine by another group undertaking

The directors did not 1ecelve any emoluments for ther services as ditectois to the company C K Woodhouse, R W
Templeman and 1 D Lovenng are remunerated by Debenhams plc {formetly Debenhams Retail Holdings Limited) for
then seivices to the gioup Then emoluments are disclosed n the financial statements of Debenhams ple It has not been
possible to allocate then emoluments between group companies

Duing the penod theie weie no employees




Debenhams Finance Holdings Limited

NOtCS to the ﬁnanCial statements {contintied)
For the 10 months ended 2 September 2000

4 Directors emoluments
The service contiacts of R W Templeman C K Woodhouse and ] D Lovenng are held by Debenhams ple (formerly
Debenhams Retail Holdings Linuted), the ultumate paient company These diectors are temunerated by Debenhams plc
for their setvices to the gioup and theu emoluments me disclosed 1 the accounts of that company As 1t 1s not possible to
allocate then emoluments between gioup compantes the disclosuies below excludes the emoluments for these directois

The 1emaining duector s 1emunetated for hus seivices by Debenhams Retail pic and his emoluments are chaiged to the
profit and loss account n that company  The emoluments disclosed below 1epresents the emoluments for lus seivices to
Debenhams gioup fot the petiod shown

10 months 14 months
cndad ended
2 Septemben 29 October
20006 2005
1000 £000
Aggtegate emoluments 298 239
Retuement benefits are acciuing to one (2005 one) duector under a defined benefit scheme
The amounts m 1espect of the lughest paid director aie as follows 10 months 14 months
cndud ended
2 Septembel 29 October
20006 2005
£000 £°000
Emoluments 298 239
Defined benefit pension scheme
Actiued pension at the end of the yeal 62 55
5  Net interest payable
10 months 14 months
ended unded
29 September 29 October
2006 2005
47000 £ 006
Interest pavable and simalar charges
Exchange loss on toreign curtency boriowings - (2,299)
Grioup nterest payable (9,538) (9,010)
Bank interest payable - {7
(9,538) (11,316}
Interest recenn able and similar mcome
Group nterest 1ecevable 7,786 3,604
Bank interest teceivable 3 75
Net interest pavable betore exceptional items {1,749) (7,637)
Exceptional items (note 2)
Unamortised 15sue costs written off on 1epayment of boitowings - (3,950)
Make-whole premium - (70 521)
Net interest pavable after exceptional items (1,749) (82,114)




Debenhams Finance Holdings Limited

.

Notes to the financial statements (consinued)

For the 10 months ended 2 September 2006
6  Taxation

10 months 14 months
ended ended
2 September 29 October
2006 2005
£'000 £7000
Current tax
UK corporation tax credit (526) (24,675)

The tax assessed for the period 1s lower (14 months ended 29 October 2005 lower) than the standard rate of corporation
tax 1n the UK (30%)

The differences are explained below

10 months 14 months
ended ended
2 September 29 October
2006 2005
£'000 £000
Profit/{Joss) on ordinary activities before tax 139,195 (5,333)
Profit/(loss) on ordinary activities at standard rate of corporation tax in the UK of 30% 41,758 (1,600)
Effects of
Non taxable receipts (42,284) (23,075
Current tax credit for the period (526) (24,675)

Tax relating to exceptional charges for the 14 month period ended 29 October 2005 as detailed in note 2 amounted to a
credit of £22,384,000

7 Dividends

10 months 14 months
ended ended
2 September 29 October
2006 2005
£'000 £000
Equity - Ordinary
Intermm dividend paid — 16 77p (2005 13 8p) per £1 ordnary share 87,200 71,918
8 Investments in subsidiary undertakings
2 September 29 October
2006 2005
£000 £'000
Shares 1n group undertaking 519,900 519,900
The principal subsidiary undertaking of the Company at 2 September 2006 was as follows
Company Country of Country of Activity
operation registration
Baroness Retail Limited UK England Holding Company

The company 1s wholly owned




Notes to the financial statements (onumed)

Debenhams Finance Holdings Limited

-

For the 10 months ended 2 September 2006

9

10

11

12

Debtors

Amount owed by group undertakings
Corporation tax

I September 29 Octobu
2006 2005

1000 £ 000

4 327,619

24618

4 352 237

Amounts owed by group undettakmgs are unsecured, have no fixed date of 1edempuon and mteiest 1s chaiged at an

avetage tate ol 7 2% (2005 7 9%) par annuim until 5 April 2000, when the amounts become non mitetest beating

Creditors amounts fallimg due within ene vear

Amounts owed to other group undertakings
Accruals and defened mcome

Share capital

At 30 October 2005 and at 2 September 2006
Authorned
Ohdmary shaies of L1 each

Called up, allotted and fully pard
Ordmmary shates of £1 each

Reconcihation of movements in shareholders™ tunds

Profit tor the financial period
Dividends

Net addition/(1eduction) to sharcholders funds
Openmg shmeholders funds

Closing sharchotders® funds- equity

2 Septembar

29 Octobur

2006 2005

£°000 £ 000

- 404,629

- 124

- 404,753

Numbdr £°000

600,000,000 600,000

519,900,423 519,900

2 Septembar 29 Octabet

Share P'rofit and 2000 2005
Caymtal I oss account Total [otal

£ 000 1 000 £'000 £'000

; 139.721 139,721 19,342
) (87.200) (87,200) (71,918)
. 52.521 52.521 (52,576)
519.900 (52.444) 467.456 520032
519900 77 519,977 467,456




Debenhams Finance Holdings Limited

2
’

Notes to the financial statements (onmed
For the 10 months ended 2 September 2006
13 Comnmutments and contingent habilittes

The Company has no capital comnutments or comnutments under opeiating leases  The Company has guatanteed the
lease obhgations 1 1espect of cettmn group compaies which, at 2 September 2006 amounted to £58 5 nulhon (29
October 2005 £61 5 nuliion) 1espectively

14 Ultimate parent undertaking and 1 clated party disclosures

The immediate and ultimate paient undertaking 15 Debenhams ple (formeily Debenhams Retail Holdings Limited) On 9
May 2006 Debenhams ple gamned adimssion to the London Stock Exchange

The company 15 a wholly owned subsidiaty of Debenhams ple and 1s mcluded i that company’s consolidated financial
statements, which are publicly available Consequently the Company has taken advamage of the exemption fiom
prepaniag a cash flow statement under the texms of Financial Repotting Standard 1 (Revised 1996) The Company 1s also
exempt undel the terms of FRS & fiom disclosing related party transacuons with entinies that ate part of the Debenhams
ple group

The smallest and laigest Group that prepares consolidated statements of which the company 15 a member 15 headed by
Debenthams ple

Copies of the financial statements of Debenhams plc can be obtained by writing o the Company Secretary at | Welbeck
Stieet, London, W1G 0AA, England




