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Zara Home UK Limted
Directors report and financial staiwments
31 Janugry 2012

Directors’ report
The directors present their report and the audited financial statements for the financial year ended 31 Januay 2012

Business review
Company structiure

Zara Home UK Lid (the Company) is a wholly owned subsidiary of INDITEX S A | which 1s listed on the Spanish
Stock Exchange The Company purchases finished goods exclusively from group companmies

Trading

The Company operates 1ts own ducctly opetated stores 1n the UK The prinaipal activity of the company 1s the retail
ot soft turmishing and home decoration items At 31 January 2012, Zara Home UK Ltd consisied of 9 stores (2011
7y The Company opened two new stotes during the financial yew, m Richmond on | Scptember 2011 and
Hampstead (London) on 26 January 2012

Total sales o the Company were £8 8m (2011 L8 Om) an increase of 10 0% compared to the poior year

The gross margin improved to 62 6% of sales for the financial year ending 31 Januay 2012 compared to 62 3% 1n
priot yeat, teflecting a better inventory management, but also the use ol sowang in proximity, as well as
cxceptional factons such as cunency — the Company s merchandise s exclusively puichased from Giroup
undertakings in Span

Total opetating expenses inciedased by 9 6% compaied to the prior year This inciease mcludes the impact ot
changing the tangibte fixed assets useful hie in line wath Group policy

The business 1emains open 1o 11shs and uncertanties prevalent in the retail environment, including the levels oi
consumur spending and cutrency tluctuatons

New stores

Barning any unlorcseen circwimstances  the duectors plan to open lurther stores as soon as sutable opportumities
anse and tor the company to incicase profitabibity as a result of the continuing increase 1n sales

Results and dividends
The audned finanaial statements for the year ended 31 January 2012 we st out on pages 5o 14
The Loss betore taxauon lo the year ended 31 January 2012 was £191h (2011 loss £226k)

The dinectoss do not secommend the payment of a dividend (2011 mit)

Directors and directors’ interests

The duectors who held olfice during the financial yeawr weie as lollows
Eva Mana CARDENAS BOTAS

Vicente CORTIZAS GONZALEZ CRIADO

Jose Manuel ROMAY DE LA COLINA
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Directors’ report (continued)

Disabled employees

Apphcations for employment for disabled persons aire always fully considered, bearing i mind the aptitudes of the
applicant concerned In the event of members of staff becoming disabled every effort 1s made to ensure that their
employment with the company continues and that appropriate traiming 1s arranged 1t 15 the policy of the company
that the tramng, career development and promotion of disabled persons should, as far as possible, be 1dentical with
that of other employees

Employee consultation

The company places considerable value on the mvelvement of its employees and has conunued to keep them
informed on matters affecting them as employees and on the various faclors aftecting the performance of the
company This 15 achieved thhough formal and nformal mecungs, as well as the group magasine distnibuted
quarterly

Payments to supphers

The company 1s responsible tor agreeing the terms and conditions under which business transactions with suppheis
ate conducted It 1s company policy that payments to supplicis ate made in accordance with these eims, provided
that the supphier ts also complymg with all the 1elevant teims and conditons Payment terms with suppliers
including intercompany suppliers, ate 30 days (2011 30 days)

Disclosure of information 6 auditors

The diectots who held ghifice at the date of apptoval of this directors 1epoit confitm that, so far as they ate each
aware theie 1s no rele¥ant audit information of which the Company’s auditots are unaware, and each dnectot has
taken all the steps thet he ought to have taken as a duector to make himsell aware of any 1elevant audit mformauon
and to cstabhish thay’the Company’s auditors are aware of that information

By otder ol the board

Jose Manuael Romay de la Colina
Duectot

120) Regent Stucet
London
WIB 5FE

25 May 2012

I~
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Statement of directors’ responsibilities in respect of the Directors’ Report and the
financial statements

The duectors are responsible for preparing the Directors’ Repert and the finanaial statements i accordance with
apphicable law and regulations

Company law requites the directors to prepare financial statements for each financial year  Under that law they
have elected to prepare the inancial statements 1n accordance with UK Accounung Siandards and applicable law
(UK Generally Accepted Accounting Practice)

Under company taw the directors must not approve the financial statements unless they are sausfied that they give a
true and fair view of the state of affatrs of the company and of the profit or loss of the company for that pertod In
preparing these financial statements, the directors are required to

* sclect suitable accounting policies and then apply them consistently,
* mahe judgments and accountung estimates that arc reasonable and prudent

= state whether applicable UK Accounting Standards have been followed subject to any material departuies
disclosed and explaned in the financial statements, and

= prepaic the (inancial statements on the goimg concern basts unless 1t 1s mapptoptiate to presume that the company
will continue in business

The dicctors ate responsible lor heeping adequate accounting records that ae sulficient 10 show and explain the
company’s transactions and disclose with reasonable accunacy at any ume the financial position ol the company and
cnable them to ensure that the financial statements comply with the Companies Act 2006 They have gencial
1esponsbility fo1 tahing such steps as aie 1easonably open to them 10 sateguard the assets of the company and to
prevent and detect baud and other uregulanties

L)




Independent auditor's report to the members of Zara Home UK Limited

We have audited the financial statements of Zara Home UK Led for the year ended 31 Januvary 2012 which comprise
the Profit and Loss Account the Balance Sheet and the related notes The financial reporting framework that has
been applied in their preparation 1s apphcable law and United Kingdom Accounting Standards (United Kingdom
Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Compantes Act 2006 Qur audit work has been undertaken so that we might state (o the company’s members those
matters we are required 1o state to them mn an auduors’ report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume icsponsibility to anyone other than the company and the company’s
mernbers, as a body, for our audit work, for this report, or for the opimons we have formed

Respective responsitilities of drrectors and auditors

As explaned mote fully in the Directors’ Responsibilines Statement set out on page 3, the dtrectors are responsible
for the preparation ol the financial statements and fo1 bemng sausfied that they give a true and fair view Our
responsibility 1s to audit, and express an epinion on, the financial statements 1n accordance with applicable law and
International Standards on Auditing (UK and heland) Those standaids require us to comply wath the Auditing
Practices Board's (APB's) Ethical Standards for Auditors

Scope of the audit of the finanaal statements

A desaipuon of the scope ol an audit of financial statements 1s provided on the AFPB's web-site at
www fic org uk/apb/scape/pitvate ofim

Opinion on financial statements

In owt opinton the {inancial statements

« give a true and fan view ot the state of the company's aftairs as at 31 January 2012 and of 1ts loss for the year then
ended,

= have been properly prepared in accotdance with Umited Kingdom Generally Accepted Accounting Pracuce, and

* have been pepared i accordance with the iequirements of the Companies Act 2006

Opinion on other matter prescribed by the Compames Act 2006

In out opimon the itlormation given in the Ditectors’ Repoit for the Imancial year for which the financial statements
are prepaed 15 consistent with the inancial statements

Matters on which we are required to report by exception

We have nothing to repott in 1espect of the lollowing matters where the Compames Act 2006 tequites us to 1epoit o
you if 1n our opimon

» adequate accountmg iccords have not been kept or tetuins adequate for ow audet have not been recerved hom
branches not visited by us ot

» the financial statements are nod 1n agreement with the accounting 1ecords and retuins ot

= certain disclosuies of directors’ remuneration specilicd by law ate not made, o

swe have not recerved all the informauon and explanatons we require lor our audit

.
Richard Acklan} (Semar Statutory Auduor)
Jor and on behalf of KPMG LLP, Statutory Auduor

Chaitered Accountants
15 Canada Sguare
London

C145GL

United Kingdom

s Ma] 1012




Profit and loss account
For the year ended 31 January 2012

Note

Turnover
Cost of sales

Gross profit
Sething and distribution costs

Administrative expenses
Other operating income

Operating Loss

Interest recervable and simular income
Interest payable and simular charges

b

L.oss on ordinary activifies before taxation 2
lax (charge)/credit on profit on ordimary activities 7

{Loss)/Profit for the financial year 15

All amounts relate to continuing activibes
There are no recogmised gams o1 losses other than the amounts slated above

The accoOMpanying nofes are an inlegral patt of these statements

2011
£000

8,797
(3,288)

5,509

(5,494)
(365)
153

(197)

9
{3)

(191

37

(228)

Zara Home UK Limited
Dircctons report and financral statements
31 January 2012

2011
£ 000

7,999

(3,015

4,984

(4,991)
(295)

78

{224)

(3)

(226)

(¥




Balance sheet

At 31 January 2012
Note 2012
£°000
Fixed assets
Tangible assets 8
Current assets
Stochks Q 360
Debtors 10 726
Cash at bank and 1n hand 369
Current asset investment 11 230
2,185

Creditors amounts talling due within

one year 12 (1,730}
Net current assets
Total assets less current habilities
Net assets
Caprtal and reserves
Called up share capital 14
Profit and loss account 15
Shareholder’s funds / 16

The accompanying notes are af integral part ot these statements

These financial statement

by
Jose Manuel Romay de la (:(()'lmn
Durgcton

Company s registeted number 4906026

2012
£'000

2,688

Zara Home UK Limited

201
£000

578
843
316
825

2,562

(1,375}

Dhrectors repoit and {inancial statements

31 January 2012

2011
£000

2,184

1,187

3,371

weie approved by the boatd of duectors on 25 May 2012 and were signed on 1ts behali

[
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Notes

(Fornung part of the financial statements)
1 Accountimg pohicies

The tollowing accounting policies have been applied conststently in dealing with wems, which aie considered
material i 1efation to the company’s financial statements except as noted below

Bases of preparation

The financial statements have been prepared n accordance with applicable UK accounting standards and under the
historical cost accounting rules

Under Financial Reporting Standard 1 the company 1s exempt from the requirement 1o piepare a cash flow statement
on the grounds that 1ts ulumate parent company INDITEX, § A, which 15 incorporated in Spain, prepares a cash
flow statement

As a wholly owned subsidiaty undertaking of INDITEX, § A, the company has taken advantage of the exemption
m Financial Reperting Standard No 8 Related party disclosures™ from disclosing transacuons with other wholly
owned members of the gioup headed by INDITEX, S A Thete weie no tansactions with non-wholly owned group
undertakings 1n the year ended 31 January 2012 (2011 ml)

The use of the going concern basis of accounting 1s appropiiale because theic are no matenal uncertaintics rclated to
events or conditions that may cast significant doubt abowt the abthity of the company to continue as a going concern

The financial statements have been prepared on the gomg concern basis which the dnectors believe to be
apptopitate lot the following reasons  The company s dependent for sty working caputal on funds provided to 1t by
INDITEX S A, the company’s ultumate holding undertahing INDITEX 5 A has provided the company with an
undertahing that for at least 12 months from the date of approval of these financial statements 11 will conunue to
mahe available such funds as aie needed by the company and m particular will not seek repayment ot the amounts
curtently made available This should enable the company to continue m operational existence lor the foresecable
futme by meeting its habihties as they fall due for payment

Fixed assels and depreciation

Depreciation 15 provided 1o wnite off the cost less the estimaled 1esidual value of tangible hixed assets by cqual
mstalments over thenr estimated usetul economee hives

The esumated useful econontic lives ot tangible fixed assets were changed hom | February 2011 as follows

Leaschold propenty the greater of the ledase term ot 9 years (formerly 10 years)
Computet and othce equipment the greatet of the lease tetm ot 5 years (formeily 4 years)
Furnitwe and fittings the gicater of the leasc term ot 9 years (formaly 10 yeats)
Store cgqupment the greatet of the fease term o 9 years (formerly 8 years)

This change 1eflects the average uselul cconomic hives seen by INDITEX Group companies based on histonieal data
of worldwide operations

Depreciatton s charged agamnst the assels from the date 4 new store commences tading Other pre-openmg costs aig
expensed as they wie incuned Leasehold propeity includes the costs to acquie a stote and improvements made 1o
the structure ol the stoie betore it commences kading

Long lived assets are 1eviewed for impanment whenever cvents o1 changes i concemstances mndicate that the
catrrying amount ol the asset may not be iecoverable for stores which have been tading o more than 3 years When
such events o1 changes in concumstances mdicate the assel may not be recovetable the company estimates the futwe
cash flows expecied to result rom the use ol assets and then eventual disposiion I the sum ol such ¢xpected
discounted futuie cash flows 15 less than the canying amount of the assets st impan ment loss 15 recogmised lor the
amount by which the assets net book value exceeds 1ts lan market value

For the puipose of assessing empanment, assels are grouped at the fowest Tevel tor which there are separately
identiiiable cash flows, tan value can be based on the sale ol simlar assets o other esumates of fane value such as
discounting estimated futwe cash flows Considerable management judgement 1s necessary 10 estimate discounted
tutwie cash Mlows Accordimgly actual outcome could vary significantly f1om such ¢stimates
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Notes (continued)

1 Accounting policies {conrinted)

Foreign currencies

Transacuons n foreign currencies are recorded using the rale of exchange ruling at the date of the transaction
Monetary assets and habilities denominated n forergn currencies are translated using the rate of exchange ruling at
the balance sheet date and the gains or losses on translation are included 1n the profit and foss account

Leases

Assets acquired under finance leases are capitalised and the outstanding future lease obligations are shown in
creditors  Operaung lease 1entals are charged to the profit and loss account as incurred over the penod of the lease
Benefits recerved and receivable as an incentive to sign an operaung lease are similarly spread on a straight-line
basis over the period to the first rent 1eview date on which the rent 15 first expected to be adjusted to the prevailing
matket tate

Pension costs

Employees are entitled to jon petsonal defined contiibution pension schemes, 10 which Zara Home UK Limued and
the employce make contiibutions  The amount charged o the profit and loss account in tespect of pension costs 15
the contnibutions payable 1n the year  Ditlerences between contnibutions payable tn the year and contributions
actually paid are mciuded as either accrugls o prepayments in the balance sheet

Stocks

Stocks ate stated ot the lower of cost and net ealtsable value  Net realisable value 18 based on estmated noirmal
selling price less lurthey costs expected to be mcuned to sale

Taxation

Current tax 1ncludig UK cotpotation tax and forcign tax, 1s provided at amounts expected to be paid {or recovered)
using the tax tates and laws that have been enacted or substantially enacted by the balance sheet date

Delenied tax 5 sccogmsed in respect ob all uming diticiences that have ongimated but not reversed at the balance
sheet date where tansactions or events that result i an obhgation to pay mote tax m the futwe o1 a 1ight to pay less
tax n the luture have occunied at the balance sheet date Timung diflerences are dilterences between the company
taxable profits and its tesults as stated 1 the [inanaial statements that artse from the inclusion of gans and losses
ax assessinents i pettods ditferent lvom those i which they are tecogmsed in the financial statements

A net delened tax asset s reganded as 1ecoverable and theretore recogmised only when on the basis of all available
evidence tl can be regatded as more lihely than not that there will be suttable taxable profits from which the future
1eversal of the underlying tming dilletences can be deducicd

Defetred tax 15 measured at the average tax tates that me expecied o apply in the penieds i which the timing
difterences are expecied 16 weverse based on tax 1ates and laws that have been enacted or substantively enaciled by
the balance sheet date Deferred tax 1s not discounted

Turnover

Revenue s recogmised when the significant tishs and rewands ot owneiship of the goods 01 seivices have passed o
the buyer 11018 probable that the economic benelit will (Tow to the company and the amount of 1evenue can be
measured reliably

Turnover represents the amounts (excludig value added tax) denved from the provision of goeds o cusiomers net
ol discounts

The Company sells gift vouchers to the pubhic Tuinover is tecogmised when vouchers ate redeemed 1 stoses




Notes (contmued)

2 Profit on ordinary activities hefore taxation

Profit on ordinary activitres before taxation is stated after charging
Auditors’ remuneration
Audil fees
Other services
Deprectauion of tangible fixed assets
Loss on Disposal of tangible fixed asscls
Impairment of tangtble fixed assets = new impairment charge
Impairment of tangible fixed assets - reversal ol prior year impairment
Operating lease rentals
Propeny
Store equipment

3 Remuneration of directors

Zarg Home UK Limuted
Directors 1eport and linancial statements

2012
£000

12
488
121
316
(13)

1,554

31 January 20312

2011
£ 000

12
461

411

1,380

All dircctors are paid by a fellow group undertaking They have received no remuneration for their services to Zara

Home UK Lid (20011 ml)

4 StalT numbers and costs

The average number ot persons employed by the company duning the financial petiod analysed by category was as

follows

Sales
Administration

Number of sales employees tclate to full tme equivalents

The aggregate payioll costs of these persons were as loliows

Wages and salares
Social security cosis
Other pension costs

Number of
employ ees
2012

2012
£7000

1199

102
1

1.312

Number of
employces
2011

55
3

58

2041
£ 000

b 143

93
5

) 24t
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Notes (continued)

5 Interest recervable and sitmilar income
2012 2011
£'000 £7000
Receivable from banks 5 l
Foreign exchange differences 4 -
9 1
6 Interest payable and simular charges
2012 2011
£'000 £7000
\
| On bank loans and overdrafis 3 )
Foreign exchange differences - l
3 3
7 Taxation
Analysis of chatge in period
2012 2041
£'000 £ 000
Current tax
UK corporation tax — current yeua 3 -
UK corpotation tax — adjustments in respect of prior year 4 -
Total current tax 1 -
Deferred tax (sce note 13)
Onginaton and reversal of tomung ditferences (46) (L)
Adjustments m respect of prior years 4 22
Adjustments m respect of change of 1ax rate 26 14
Tax lowses (recognised)utlised during the yea 58 215)
Lotal deferred tax 36 (282)
Tax charge/(credit) on loss on ordimary achivities 37 (282)

The difference between the total cunent tax shown above and the amount caleulated by applying the standard rate ol

UK cotporauen tax to the loss beloie tax s as tollows




Notes (continied)

7 Taxation {continued)

Current tuy reconcthanon
Loss on ordinary activiies before tax

Current lax at 26% (2011 28%)

Effects of

Capntal altowances for pertod less than depreciauon
Depreciation on non quahfying assets

Adjustment i respect of prior year

Tax losses utiised

Total current tax charge

Zara Home UK Lined

Directors report and linancial stalements

2012
£7000

(191)

(50

46
59
4
(58)

31 January 2012

2011
£ 000

(2260)

(63)

103
65

(127

The tate of UK corpotation tax that was enacted at the balance shect date was 20% Subsequently, the UK
gavernment announced that the UK corporation tax rate will teduce further 1o 25% on 1 Apul 2012 Tt is expected
that the corporation tax rate will change 10 23% over the following three years There are no other factors that may

signtficantly affect futwe tax charges

Detened tax assets and Labihties on all unung differences have been calculated at 25% beimng the tate of UK
corpotatton tax that was announced w0 be eftective from 1 Apul 2012 Based on curient capital expenditure plans,
the company expects to continue o be able o claim capital allowances tn excess ©f depreciation i tuture years

8 Tangible fixed assets

Leaschold Computer Furniture Store Lotal

property and office and  equipment
equipment fittings
L7000 £00) £000 £7000 £ 000

Cost
At beginning of financial yean 2,176 44 1173 1,006 4 399
Additions 547 44 277 548 1di6
Diasposals - - £162) (42) (234)
Atend ol finanaial year 27 88 [ 258 1 512 5581
Depreciation & impawrment
At begmming of linancial yoan i 028 33 659 495 2215
Charged 248 8 123 109 488
Disposals - - {87 (26) (113
Impairmem charge 156 4 20 123 303
Al end of financial perkxd 1432 45 715 701 2 893
Net book value
At 31 January 2012 1291 43 543 811 2,688
A1 31 hanuary 2011 b 148 Ll 514 51l 2184
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Notes (continued)

8 Tangible fixed assets (continued)

The impairment losses represent the difference between the carrying amount of the fixed assets and their recoverable

amount The recoverable amount has been deterrined based upon a value in use calculation Cash flow projections
for the next 10 years, discounted at 5 3%, were used m this calculaton Based on the histonical performance of the
brand i the UK and mn other European markets, management have assessed cash flows to year 10 No growth has
been assumed after 5 years Sensiuvity analysis reviewed by management with respect to a igher discount rate ot

8% would have a mmimal impact on the underlying impairment

9 Stocks
2012
£000
Fimished goods and goods for resale 860
Stoch consists of soft furmishing and home decoration 1lems for resale
10 Debtors
2012
000
Amounts owed trom group undertakings 29
Other debtors a3
Prepayments and accrued income 418
Deferred 1axation (see note 13) 246
726
11 Current asset investment
2012
£°000
Curient asset investment 230
Current asset mvestment 1s an AAA Ligquidity Fund account
12 Creditors amounts falling due within one year
2012
£°000
Trade creditors 214
Amounts owed to group undertakings 698
Taxation and social security 266
Accruals and delerred mcome 552
1,730

2011
£000

2014
£°000

I
16
534
282

843

2011
£ 000

2011
£ 000

47
591
263
a74

1,375

-



Notes (connnued)

13 Deferred tax

Deferred tax at the begainning of year
Onigination and reversal ol uming differences
Tax Josses (recogmsedMuubised dunng the year
Adjustment 1n respect of change of tax rate
Adpustment in respect of prior year

Deferred tax (asset) at the end of the year
The elements of deferred taxation are as follows
Capttal altowances 1n excess of depreciation

Tax losses caned forwad

Net defened tax (asset)

14 Called up share capitat

Authorised, allotted, called up and fully paud
4,900,000 ordinary shares of £1 each

15 Reserves

Al beginming of year
Loss tor the year

Atend ol the yea

Zard Home UK Limated
Ducetors report and financial statements

2012
£000

(282)
(46)

20

(246)

63
(309}

(246)

2012
£000

4900

31 January 2012

I
{393

(282)

2011
£ 000

4,900

Profit and toss
account

£7000

(1.529})
(228)

{(1,757)
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Notes (continued)

16 Reconcaihation of movements 1n shareholder’s funds
2012 2011
£000 - £ 000
Retained profit/(loss) for the financial year (228) 56
Net (reduction)/addition to shareholder s funds (228) 56
Opening shareholder’s funds 3,371 3,315
Closing shareholder’s funds 3,143 3,371
17 Commitments
Annual commitments under non-concellable operaung leases ae as follows
2012 2011
£°000 £1000
Land and building operating leases which expire
Withuin one year - -
In the second to fifth years inclusive 1,317 964
More than five years 511 511

Leases of land and buildings are typically subject to rent 1evicws at specified teivals and require that the lessee
pay all insurance, mamntenance and 1epat costs

18 Ultimate parent company and parent undertaking of larger group of which the company s a
member

The ducctors tegard Industiia de Disedo Texul 8§ A (INDITEX S A) 1egistered 1n Spain, as the ultimate paent
company and the ultimate contiolling party

The patent company of the lagest consohdated group of which the company 15 a member and (o which giroup
financial statements are diawn up 15 INDITEX S A

The patent company of the smallest consolidated group of which the company 15 a member and for which group
financial statements are diawn up 15 Zara Home Espaiia § A

Copres of consobidated tinancial statements of INDITEX S A ate available trom Registio Mercanul La Cotufia
Spamn




