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Horﬁebase Limited
Strategic report for the 52 weeks ended 28 February 2015

Principal activities

The principal trading activity of Homebase Limited ("the Company") is the retailing of home enhancement products from Homebase stores
within Great Britain.

Review of the business and future developments

The results and dividends are discussed on page 4.

The Company sells home enhancement products from Homebase stores and online in Great Britain. The Company has generated sales of
£1,408,807k (2014: £1,415,829k) in the year representing a decrease of 0.5% compared with the prior year. The Company closed a net 27
stores in the year, reducing its store estate to 274 stores. Like-for-like sales increased by 2.4% principally driven by growth in seasonal
products during the first half of the financial year together with further growth in big ticket products. Sales across the remaining categories
were broadly flat compared with last year. The gross margin rate was down by 1.2 percentage points, principally driven by an increased
level of stock clearance in respect of store closures, together with an adverse sales mix from the growth in margin dilutive seasonal
products, partially offset by the impact of favourable currency and shipping costs.

The Company is part of Home Retail Group plc, and as such a detailed review of Homebase's business and future developments, which
includes the trading activity of the Company, is contained within Home Retail Group's 2015 annual report, which does not form part of this
report, starting on page 16.

Homebase undertook a strategic review during the year and announced an ambitious three-year Productivity Plan which should result in
Homebase being a stronger business, with better financial ratios, a solid foundation of store operations and customer service, improved
offers and proven new customer propositions. Progress in implementing the strategic plan includes: good progress in reducing the size of
the store estate; an enhanced customer offer in store with 20 more Argos concessions and 35 more Habitat concessions; a maintained strong
portfolio of exclusive brands; and a further expanded range of products available for named or next day express delivery. The strategy, key
initiatives and competitive position of the Homebase business are also considered in the strategic report of Home Retail Group's 2015
annual report, which does not form part of this report, starting on page 5.

The Company reached an agreement for the sale of its London Battersea freehold site to a residential developer for £57,000k, of which a
£30,000k deposit was received during the year with the remaining £27,000k being due on completion in the year ending 27 February 2016.

The Company has also undertaken a cost reduction programme, which will reduce both head office support costs and infrastructure in order
to help create a stronger business with a more efficient and productive operating structure.

Principal risks and uncertainties

The principal risks and uncertainties of Home Retail Group plc, which includes the Company, are discussed on pages 24-25 of Home Retail
Group's 2015 annual report, which does not form part of this report. The Company is a significant part of Home Retail Group (the
"Group"), so most of the risks detailed in that report are relevant to the Company, and are managed by the directors on a basis consistent
with, and as part of, Home Retail Group's structured risk management process.

The Group operates a centralised treasury function which is responsible for managing the market risk (foreign exchange and interest rate
risk), credit risk and liquidity risks associated with the Group's activities. These activities include those of the Company. The Group
operates a structured risk management process which identifies, evaluates and prioritises risks and uncertainties.

The Group's treasury function seeks to reduce exposures to foreign exchange, interest rate and other financial risks, and to ensure sufficient
liquidity is available to meet foreseeable needs and to invest cash assets safely and profitably. Policies and procedures are subject to review
and approval by the Group's Board of Directors as well as subject to internal audit review.



Homebase Limited
Strategic report for the 52 weeks ended 28 February 2015 (continued)

Principal risks and uncertainties (continued)

Market risk - foreign exchange risk

The Company is subject to foreign exchange risk arising from various currency exposures, primarily with respect to the US dollar and the
euro. To manage the US dollar foreign exchange risk arising from future commercial transactions and recognised assets and liabilities, the
Company uses forward contracts, transacted with external banks. The key objective of the foreign exchange transaction exposure
management is to minimise potential volatility in profits which could arise as a result of exchange rate fluctuations whilst maintaining an
appropriate position relative to the Company's retail peers. Group Treasury is responsible for managing the net position in each foreign
currency by using external forward currency contracts. The Company is also subject to foreign exchange risk with respect to euro
denominated intercompany balances and transactions with its Irish subsidiary. Gains or losses arising from movements in the euro
exchange rate are taken through the profit and loss account in the year to which they relate.

Market risk - interest rate and credit risk

The Company currently holds a net cash position and the Group has undrawn committed borrowing facilities.

The Company’s cash and borrowing requirements are managed centrally by the Group treasury function in order to manage the net interest
income/expense for the Group as a whole. As a result, the Group's interest rate risk arises from the variance in market rate when deposits
are made. The principal objective of the Group’s interest rate risk management is to manage the trade-off between obtaining the most
beneficial effective rates of interest whilst minimising the impact of interest rate volatility on profits before tax.

The Company monitors its group receivable balances on an ongoing basis with any provision for impairments. made as required.

The Company's treasury transactions are managed centrally by the Group treasury function. The Group's exposure to credit risk with regard
to treasury transactions is managed by dealing only with banks and financial institutions with sound credit ratings. Dealing activity is
closely controlled and counterparty positions are monitored on a regular basis. Foreign exchange counterparty limits are set for each
organisation on a scale based on credit rating and maturity period.

The Group’s cash management policy, which was updated and approved by the Board of Directors during the year, requires:

+ for a term deposit of up to £50m for up to 3 months a bank must have a minimum long-term rating of A- or better;

» for an additional 3 month term deposit of up to £50m, a bank must have a minimum long-term rating of A+, or a minimum rating of A if
the UK Government holds a minimum shareholding of 25%;

» for a term deposit of up to £50m for a period up to 12 months, a bank must have a minimum long-term rating of A+, or a minimum long
term rating of A if the UK Government holds a minimum shareholding of 25%;

+ for instant access on demand accounts of up to £50m a bank must have a minimum short-term rating of B;

« for instant access on demand accounts of up to £100m a bank must have a minimum short-term rating of A-1; and

+ for a deposit of up to £100m in a money market fund, the fund must have a long-term rating of AAA.

Each deposit made by the Group during the year was compliant with the policy that was effective at the date the deposit was made. Where
a term deposit has been made and the counterparty ratings have subsequently reduced, each relevant position has been reviewed and any
decision to maintain a position until the normal maturity date has been approved by the Board.

Liquidity risk
The Company's liquidity risk is managed centrally by the Group treasury function.

The Group manages its cash and committed borrowing facilities to maintain liquidity and funding flexibility. Liquidity is achieved through
arranging funding ahead of requirements and maintaining sufficient undrawn committed facilities to meet short-term needs, and facilities
are in place for this purpose. At 28 February 2015, the Group had an undrawn committed borrowing facility available of £165m. This
facility, which was unsecured, included a covenant related to Group consolidated adjusted benchmark earnings before interest, tax,
depreciation, amortisation and rent and also included a covenant related to net balance sheet debt. This facility was cancelled on 26 March
2015 prior to its contractual maturity date of 27 March 2016 as a result of agreeing a new unsecured, committed borrowing facility of
£250m. This new facility also includes the covenants noted above. The Group has not drawn down on its borrowing facilities and has been
in compliance with the requirements of the covenants throughout the year.



Homebase Limited
Strategic report for the 52 weeks ended 28 February 2015 (continued)

Key performance indicators

The development, performance and position of the Homebase retail division, which includes the Company, is discussed on page§ 16-19 in
Home Retail Group plc’s annual report for 2015 which does not form part of this report.

By order of the Board

"
.

D Hamilton
Company Secretary

Date: QD el ?“’5‘7 dos <



Hd;nebase Limited
Directors' report for the 52 weeks ended 28 February 2015

The directors present their report and the audited financial statements of the Company for the 52 weeks ended 28 February 2015 (the
"yearll)'

Registered number

The registered number of the Company is 533033.

Results and dividends

The profit for the year was £8,158k (2014: loss £22,222k) after an exceptional charge of £12,972k (2014: charge £45,603k). Further details
of the exceptional charge are provided in note 6 to the financial statements. No dividend has been paid during the year, and the directors do
not recommend the payment of a dividend (2014: £nil). The future developments and principal risks and uncertainties are discussed within
the Strategic report on pages 1 to 3.

Directors

The directors of the Company who were in office during the year and up to the date of signing the financial statements were:

R Ashton
D Davis
T Duddy (resigned 14 March 2014)

P Loft (resigned 30 April 2015)
M Thompson
J Walden (appointed 14 March 2014)

H Lu (appointed 30 April 2015)
Company Secretary
P McKelvey resigned as Secretary of the Company on 11 September 2014 and D Hamilton replaced her on the same date.

Land and buildings

In the opinion of the directors, the market value of the Company’s properties is not significantly different from the amount stated in note 11
to the financial statements.

Political donations

The Company has made no political donations and incurred no items of political expenditure during the year (2014: £nil).
Creditor payment policy

For all trade creditors, it is the Company's policy to:

- Agree and confirm the terms of payment at the commencement of business with that supplier;

- Pay suppliers in accordance with applicable terms; and

- Continually review the payment procedures and liaise with suppliers as a means of eliminating difficulties and maintaining a good working
relationship.

Employees

Consultation with employees or their representatives has continued at all levels, with the aim of ensuring that views are taken into account
when decisions are made that are likely to affect their interests. In addition, meetings are held to ensure that all employees are aware of the
financial and economic performance of their business units and of the Company as a whole and employees are also encouraged to be
involved in the Group's performance through a SAYE share scheme. Communication with all employees continues through the in-house
newsletters, briefing groups and the distribution of the Home Retail Group plc 2015 results.



Hor;lebase Limited
Directors' report for the 52 weeks ended 28 February 2015 (continued)

Disabled persons

Applications for employment by disabled persons are always fully considered, bearing in mind the respective aptitudes and abilities of the
applicant concerned. In the event of members of staff becoming disabled every effort is made to ensure that their employment with the
Company continues and the appropriate training is arranged. It is the policy of the Company that the training, career development and
promotion of a disabled person should, as far as possible, be identical to that of a person who does not suffer from a disability.

Statement of Directors' Responsibilities

The directors are responsible for preparing the Strategic Report, the Directors' Report and the financial statements in accordance with
applicable laws and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors have prepared the
financial statements in accordance with applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted
Accounting Practice), including Financial Reporting Standard 101 'Reduced Disclosure Framework' (FRS 101).

Under company law the directors must not approve the financial statements unless they are satisfied they give a true and fair view of the
state of affairs of the Company and of the profit or loss of the Company for that period.

In preparing these financial statements, the directors are required to:

- select suitable accounting policies and then apply them consistently;

- make judgements and accounting estimates that are reasonable and prudent;

- state whether applicable United Kingdom Accounting Standards, including FRS 101, have been followed, subject to any material
departures disclosed and explained in the financial statements;

- notify its shareholders in writing about the use of disclosure exemptions, if any, of FRS 101 used in the preparation of financial
statements; and

- prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company will continue in
business.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company's transactions
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 also responsible for safeguarding the assets of the Company and hence for
taking reasonable steps for the prevention and detection of fraud and other irregularities.

Directors' liability insurance and third party indemnification provisions

During the year and up to the date of approval of the financial statements the Company maintained liability insurance for its directors. The
Group also maintains third party indemnification provisions for certain directors, under which the Group has agreed to indemnify those
directors to the extent permitted by law in respect of all liabilities to third parties arising out of, or in connection with, the execution of their
powers, duties and responsibilities as directors of the Company and any of its associated companies. These indemnities are Qualifying Third
Party Indemnity Provisions as defined in Section 234 of the Companies Act 2006 and copies are available for inspection at the registered
office of the Group during business hours on any weekday except public holidays.

Disclosure of information to auditors

Each person who is a director at the date of approval of this report confirms that:

a) so far as the directors are aware, there is no relevant audit information of which the Company's auditors are unaware, and

b) the directors have taken all steps that they ought to have taken as directors in order to make themselves aware of any relevant audit
information and to establish that the Company's auditors are aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of Section 418(2) of the Companies Act 2006.



Hoinebase Limited
Directors' report for the 52 weeks ended 28 February 2015 (continued)

By order of the Board

T

D Hamilton
Company Secretary

Date: ha o PPV Va(y Der $

Registered office:

Avebury

489-499 Avebury Boulevard
Milton Keynes

MK9 2NW



Homebase Limited
Independent auditors' report to the members of Homebase Limited

Report on the financial statements

Our opinion

In our opinion, Homebase Limited’s financial statements (the “financial statements”):

» give a true and fair view of the state of the Company’s affairs as at 28 February 2015 and of its profit for the year then ended,
+ have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and
+ have been prepared in accordance with the requirements of the Companies Act 2006.

What we have audited
Homebase Limited’s financial statements comprise:

» the balance sheet as at 28 February 2015;

+ the profit and loss account and statement of comprehensive income for the year then ended;

» the statement of changes in equity for the year then ended; and

+ the notes to the financial statements, which include a summary of significant accounting policies and other explanatory information.

The financial reporting framework that has been applied in the preparation of the financial statements is applicable law and United
Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice), including FRS 101 “Reduced Disclosure
Framework”.

In applying the financial reporting framework, the directors have made a number of subjective judgements, for example in respect of
significant accounting estimates. In making such estimates, they have made assumptions and considered future events.

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given in the Strategic Report and the Directors’ Report for the financial year for which the financial
statements are prepared is consistent with the financial statements.

Other matters on which we are required to report by exception

Adequacy of accounting records and information and explanations received
Under the Companies Act 2006 we are required to report to you if, in our opinion:

» we have not received all the information and explanations we require for our audit; or

» adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches not visited by us;
or

+ the financial statements are not in agreement with the accounting records and returns.

We have no exceptions to report arising from this responsibility.

Directors’ remuneration
Under the Companies Act 2006 we are required to report to you if, in our opinion, certain disclosures of directors’ remuneration specified
by law are not made. We have no exceptions to report arising from this responsibility.

Responsibilities for the financial statements and the audit

Our responsibilities and those of the directors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 5, the directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and fair view.

Our responsibility is to audit and express an opinion on the financial statements in accordance with applicable law and International
Standards on Auditing ("ISAs (UK & Ireland)"). Those standards require us to comply with the Auditing Practices Board’s Ethical
Standards for Auditors.

This report, including the opinions, has been prepared for and only for the Company’s members as a body in accordance with Chapter 3 of
Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, accept or assume responsibility for any
other purpose or to any other person to whom this report is shown or into whose hands it may come save where expressly agreed by our
prior consent in writing.



Homebase Limited
Independent auditors' report to the members of Homebase Limited (continued)

What an audit of financial statements involves

We conducted our audit in accordance with ISAs (UK & Ireland). An audit involves obtaining evidence about the amounts and disclosures
in the financial statements sufficient to give reasonable assurance that the financial statements are free from material 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 applied and adequately
disclosed;

« the reasonableness of significant accounting estimates made by the directors; and

+ the overall presentation of the financial statements.

We primarily focus our work in these areas by assessing the directors’ judgements against available evidence, forming our own judgements,
and evaluating the disclosures in the financial statements.

We test and examine information, using sampling and other auditing techniques, to the extent we consider necessary to provide a reasonable
basis for us to draw conclusions. We obtain audit evidence through testing the effectiveness of controls, substantive procedures or a
combination of both.

In addition, we read all the financial and non-financial information in the Annual Report and Financial Statements to identify material
inconsistencies with the audited financial statements and to identify any information that is apparently materially incorrect based on, or
materially inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware of any apparent
material misstatements or inconsistencies we consider the implications for our report.

L

Simon Morley (Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

Date : Zz_ j:\g 2015~



Hofnebase Limited
Profit and loss account
For the 52 weeks ended 28 February 2015

Turnover
Cost of sales

Gross profit

Net operating expenses - before exceptional items
Operating profit before excepﬁonal items

Net operating expenses - exceptional items
Operating profit/(loss)

- Interest receivable and similar income

- Interest payable and similar charges
Net interest payable and similar charges

Profit/(loss) on ordinary activities before taxation

Tax on profit/(loss) on ordinary activities

' Profit/(loss) for the financial year

Note

4,6

~

52 weeks 52 weeks
ended ended
28 February 1 March
2015 2014
£'000 £000
1,408,807 1,415,829
(766,817) (754,195)
641,990 661,634
(612,249) (630,121)
29,741 31,513
(12,972) (45,603)
16,769 ( 14,090)
1,001 496
(10,219) (6,627)
(9,218) (6,131)
7,551 (20,221)
607 (2,001)
8,158 (22,222)




Hofnebase Limited
Statement of comprehensive income
For the 52 weeks ended 28 February 2015

Profit/(loss) for the financial year

Items that may be reclassified subsequently to the profit and loss account
Net change in fair value of cash flow hedges - foreign currency forward exchange
contracts

Net change in fair value of cash flow. hedges transferred to inventory - foreign
currency forward exchange contracts

Tax (charge)/credit in respect of items that will be or have been reclassified

Other comprehensive income/(expense) for the financial year, net of tax

Total comprehensive income/(expense) for the financial year attributable to
the owners of the Company

52 weeks 52 weeks
ended ended
28 February 1 March
Notes 2015 2014
£'000 £'000
8,158 (22,222)
3,662 (5,415)
5,415 (5,458)
8 (1,821) 2,338
7,256 ( 8,535)
15,414 (30,757)




Homebase Limited
Balance sheet
As at 28 February 2015

ASSETS

Fixed assets
Intangible assets
Tangible assets
Total fixed assets

Current assets

Stock

Debtors

Other financial assets
Cash at bank and in hand
Total current assets

Non-current assets classified as held for sale
Total assets

LIABILITIES

Long-term liabilities

Creditors - amounts falling due after more than one year
Provisions for liabilities

Total long-term liabilities

Current liabilities

Creditors - amounts falling due within one year
Provisions for liabilities

Other financial liabilities

Total current liabilities

Total liabilities

Net assets

Capital and reserves
Called up share capital
Profit and loss account
Hedging reserve

Total shareholders' funds

Notes

9,10
11

13
14
20
15

16

17
18

17
18
20

22

2015 2014
£'000 £000
40,346 26,924
129,038 156,995
169,384 183,919
222,122 208,095
756,523 755,814
4,284 183
152,078 20,936
1,135,007 985,028
18,279 -
1,322,670 1,168,947
(173,805) (174,574)
(59,749) (85,919)
(233,554) (260,493)
(626,571) (467,720)
(41,911) (30,811)
(622) (5,597)
(669,104) (504,128)
(902,658) (764,621)
420,012 404,326
472,579 472,579
(55,470) (63,900)
2,903 (4,353)
420,012 404,326

The financial statements on pages 9 to 35 were approved by the Board of Directors and were signed on their behalf by:

AW R

D Davis
Director

Date: ngyb«&/ Sor$

11



Hor.nebase Limited
Statement of changes in equity
For the 52 weeks ended 28 February 2015

Balance at 2 March 2014

Profit for the financial year

Other comprehensive income

Total comprehensive income

Tax credit related to share based compensation

Total transactions with owners, recognised in equity

Balance at 28 February 2015

Balance at 3 March 2013

Loss for the financial year
Other comprehensive expense
Total comprehensive expense

Tax credit related to share based compensation

Total transactions with owners, recognised in equity.

Balance at 1 March 2014

Attributable to owners of the Company

Calledup  Profit and loss Hedging Total

share capital account reserve shareholders’

funds

£'000 £'000 £'000 £'000

472,579 ( 63,900) (4,353) 404,326

- 8,158 - 8,158

- - 7,256 7,256

- 8,158 7,256 15,414

- 272 - 272

- 272 - 272

472,579 (55,470) 2,903 420,012
Attributable to owners of the Company

Called up share Profit and loss Hedging Total

capital account reserve  shareholders’

funds

£000 £000 £000 £000

472,579 (43,039) 4,182 433,722

- (22,222) - (22,222)

- - (8,535) (8,535)

- (22,222) (8,535) (30,757)

- 1,361 - 1,361

- 1,361 - 1,361

472,579 ( 63,900) (4,353) 404,326




Homebase Limited
Notes to the financial statements
For the 52 weeks ended 28 February 2015

1. General information

Homebase Limited (“the Company™) is a private limited company incorporated and domiciled in the United Kingdom under the Companies
Act 2006. The Company's registered address is Avebury, 489-499 Avebury Boulevard, Milton Keynes, MK9 2NW.

The financial year represents the 52 weeks to 28 February 2015 (prior financial year 52 weeks to 1 March 2014).

2. Basis of preparation

The financial statements are presented in sterling, rounded to the nearest thousand. They are prepared on a going concern basis and under
the historic cost basis modified for the revaluation of certain financial instruments. The principal accounting policies applied in the
preparation of these financial statements are set out in note 3. Unless otherwise stated, these policies have been consistently applied to all
the periods presented.

These financial statements have been prepared in accordance with United Kingdom Accounting Standards, in particular, Financial
Reporting Standard 101 Reduced Disclosure Framework (FRS 101) and the Companies Act 2006 (the Act) as applicable to companies
using FRS101. FRS 101 sets out a reduced disclosure framework for'a ‘qualifying entity’ as defined in the standard which addresses the
financial reporting requirements and disclosure exemptions in the individual financial statements of qualifying entities that otherwise apply
the recognition, measurement and disclosure requirements of EU-adopted IFRS.

The Company is a qualifying entity for the purposes of FRS 101. Note 27 gives details of the Company’s ultimate parent and from where
its consolidated financial statements prepared in accordance with IFRS may be obtained.

The Company has adopted the intermediate parent exemption under section 400 of the Companies Act 2006, whereby it is not required to
prepare consolidated financial statements as the ultimate parent company prepares publicly available consolidated financial statements in
accordance with IFRS.

The key disclosure exemptions adopted by the Company in accordance with FRS 101 are as follows:

- Statement of cash flows

- IFRS 2 Share-based payments; IFRS 7 Financial Instrument disclosures; IFRS 13 Fair value measurement disclosure; IAS 1 — Information
on management of capital; IAS 8 disclosures in respect of new standards and interpretations that have been issued but which are not yet
effective; IAS 24 disclosure of key management personnel compensation and for related party transactions entered into between two or
more members of a group; and the requirement to present roll-forward reconciliations in respect of share capital (IAS 1), property, plant and
equipment (IAS 16), and intangible assets (IAS 38).

A summary of the more important accounting policies is set out below.

The preparation of financial statements in conformity with FRS 101 requires the use of estimates and assumptions that affect the reported
amounts of assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting year. Although these estimates are based on management’s best knowledge ‘of the amount, event or actions, actual results
ultimately may differ from those estimates. The critical accounting policies of the Company are described in further detail below.

Changes in accounting standards

There are no new standards, amendments to existing standards or interpretations which were effective for the first time during the year
ended 28 February 2015 that had a material impact on the Company. )

At the balance sheet date there are a number of new standards and amendments to existing standards in issue but not yet effective, including
IFRS 15 ‘Revenue from contracts with customers’, which is effective for periods beginning on or after 1 January 2017 and IFRS 9
‘Financial Instruments’, which is effective for periods beginning on or after 1 January 2018. The Company has not early-adopted either of
these new standards or amendments to existing standards. The Company is currently assessing the impact of IFRS 9 and IFRS 15. There are
no new standards, amendments to existing standards or interpretations which were effective for the first time that would be expected to have
a material impact on the Company.



Homebase Limited
Notes to the financial statements (continued)
For the 52 weeks ended 28 February 2015

2. Basis of preparation (continued)
Critical accounting estimates and assumptions

The preparation of financial statements requires management to make estimates and assumptions that affect the reported amount of
revenues, expenses, assets and liabilities and the disclosure of contingent liabilities. The resulting accounting estimates, which are based on
management’s judgement at the date of the financial statements, will, by definition, seldom equal the related actual results. The estimates
and underlying assumptions are reviewed on an ongoing basis, with revisions recognised in the period in which the estimates are revised
and future periods where appropriate. The estimates and assumptions that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year are discussed below:

Taxes

Significant judgement is required in determining the provision for income taxes as there are many transactions and calculations for which
the ultimate tax determination is uncertain during the ordinary course of business. The Company recognises liabilities based on estimates of
whether additional taxes will be due. Where the final tax outcome of these matters is different from the amounts that were initially recorded,
such differences will impact the results for the year and the respective income tax and deferred tax provisions in the year in which such
determination is made. Deferred tax assets are recognised for tax loss carry-forwards and other temporary differences to the extent that the
realisation of the related tax benefit through future taxable profits is probable.

Impairment of goodwill

Goodwill is allocated to cash-generating units (CGUs), or groups of CGUs, at the level of the business segment. The Company is required
to assess whether goodwill has suffered any impairment loss on an annual basis, based on the recoverable amount, being the higher of the
CGU's, or group of CGU's, fair value less costs to dispose and its value-in-use. The value-in-use calculations require the use of estimates in
relation to future cash flows and suitable discount rates. Actual outcomes could vary from these estimates.

Impairment of assets

Assets are subject to impairment reviews whenever changes in events or circumstances indicate that an impairment may have occurred. If
such an indicator exists, the recoverable amount of the asset is estimated in order to determine the extent of any impairment loss. Where the
asset does not generate cash flows that are independent from other assets, the Company estimates the recoverable amount of the CGU to
which the asset belongs. In the case of store assets, a CGU represents a single store.

Assets (or CGUs) are written down to their recoverable amount, which is the higher of fair value less costs to dispose and value-in-use.
Value-in-use is calculated by discounting the expected cash flows from the asset at an appropriate discount rate for the risks associated with
that asset. This includes estimates of both the expected cash flows and an appropriate discount rate which use management’s assumptions
and estimates of the future performance of the asset. Differences between expectations and the actual cash flows will result in differences in
the level of impairment required.

A previously recognised impairment loss is reversed if there has been a significant change in the underlying assumptions used to determine
the recoverable amount, but not to an amount higher than the carrying amount that would have been determined, net of amortisation or
depreciation, if no impairment loss had been recognised in prior years.

Stock provisions

Stock is carried at the lower of cost and net realisable value which requires the estimation of the eventual sales price of goods to customers
in the future. Net realisable value takes into account slow moving, obsolete and defective stock. Any difference between the expected and
the actual sales price achieved will be accounted for in the period in which the sale is made.

Provisions

Provisions have been estimated for property (including onerous leases), insurance, restructuring and other liabilities. These provisions
represent the best estimate of the liability at the balance sheet date, the actual liability being dependent on future events such as trading
conditions at a particular store or the incidence of insurance claims against the Company. Expectations will be revised each period until the
actual liability arises, with any difference accounted for in the period in which the revision is made.



Homebase Limited
Notes to the financial statements (continued)
For the 52 weeks ended 28 February 2015

3. Summary of principal accounting policies

Turnover

Turnover comprises the fair value of the consideration received or receivable for the sale of goods and services to external customers, net of
value added tax, rebates, discounts and expected returns. Turnover is recognised when the significant risks and rewards of ownership of the
goods have passed to the buyer and the amount of turnover can be measured reliably. Turnover on goods to be delivered is recognised
when the customer receives delivery of the goods. The Company operates a variety of sales promotion schemes that give rise to goods
being sold at a discount to the standard retail price. Turnover is shown net of value added tax, expected returns, discounts, and the cost of
Nectar reward points issued and redeemed. Commissions receivable on the sale of services for which the Company acts as agents are
included within turnover. A provision for estimated returns is made representing the profit on goods sold during the period which will be
returned and refunded after the period end. All turnover arises in Great Britain.

Foreign currencies

Transactions in foreign currencies are recorded at the exchange rate prevailing on the date of the transaction. At each balance sheet date,
monetary assets and liabilities denominated in foreign currencies are retranslated at the exchange rate prevailing at the balance sheet date.
Translation differences on monetary items are taken to the profit and loss account with the exception of differences on transactions that are
subject to effective cash flow hedges. Translation differences on non-monetary items are reported as part of the fair value gain or loss and
are included in either equity or the profit and loss account as appropriate.

Goodwill

Goodwill is the excess of the fair value of the consideration payable for an acquisition of a business over the fair value of the identifiable
net assets acquired at the date of acquisition. Fair values are attributed to the identifiable assets, liabilities and contingent liabilities that
existed at the date of acquisition, reflecting their condition at that date. Goodwill is stated at cost less any provision for impairment.
Goodwill is not amortised and is tested at least annually for impairment. An impairment charge is recognised where the carrying value of
goodwill exceeds its recoverable amount, being the higher of its fair value less costs to dispose and its value-in-use. Value-in-use
calculations are performed using cash flow projections discounted at a rate taking account of the specific risks inherent within the
Company.

Other intangible assets

Certain costs incurred in the developmental phase of an internal project are capitalised as intangible assets provided that a number of
criteria are satisfied. These include the technical feasibility of completing the asset so that it is available for use or sale, the availability of
adequate resources to complete the development and how the asset will generate probable future economic benefit.

The cost of other intangible assets with finite useful economic lives is amortised over that period. The carrying values of intangible assets
are reviewed for impairment when events or changes in circumstances indicate that the carrying values may not be recoverable. If impaired,
they are written down to the higher of fair value less costs to dispose and value-in-use.

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and bring into use the specific software.
Computer software licenses are held at cost and are amortised on a straight-line basis over three to five years. Costs that are directly
associated with the production of identifiable and unique software products controlled by the Company, and that will generate economic
benefits beyond one year, are recognised as intangible assets. Computer software development costs recognised as assets are amortised on a
straight-line basis over three to seven years. Costs associated with maintaining computer software programs are recognised as an expense as
incurred.

The residual values and useful lives of assets are reviewed and adjusted if appropriate, at each balance sheet date.



Hoﬁlebase Limited

Notes to the financial statements (continued)
For the 52 weeks ended 28 February 2015

3. Summary of principal accounting policies (continued)
Tangible assets

Tangible assets are held at cost being the purchase price and other costs directly attributable to bringing the asset into use less accumulated
depreciation and any impairment in value. An impairment charge is recognised where the carrying value of the asset (or CGU to which the
asset belongs) exceeds its recoverable amount, being the higher of the asset’s fair value less costs to dispose and its value-in-use. Value-in-
use calculations are performed using cash flow projections discounted at a rate taking account of the specific risks inherent within the
Company’s business.

Depreciation is charged on a straight-line basis as follows:

- freehold properties are depreciated over 50 years;
- leasehold premises are depreciated over the period of the lease;
- plant and equipment is depreciated over 2 - 10 years according to the estimated useful life of the asset;

- land and assets in the course of construction are not depreciated.

The residual values and useful lives of assets are reviewed, and adjusted if appropriate, at each balance sheet date.

Non-current assets classified as held for sale

Where the carrying value of a non-current asset is expected to be principally recovered through its sale the asset is classified as held for sale
if it also meets the following criteria:

- the asset is available for sale in its current condition

- the sale is highly probable

- the sale is expected to occur within one year

Once classified as held for sale, the-asset is held at the lower of its carrying value and the fair value less cost to dispose and is no longer
depreciated.

Investments

Investments are included in the balance sheet at their cost of acquisition. Where appropriate, a provision is made for any impairment in their
value.

Debtors

Debtors are recognised initially at fair value and subsequently measured at amortised cost, less provision for impairment. A provision for
impairment of debtors is established when there is objective evidence that the Company will not be able to collect all amounts due
according to the original terms of debtors. The amount of the provision is recognised in the balance sheet, with the cost of unrecoverable
trade debtors recognised in the profit and loss account immediately.
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Notes to the financial statements (continued)

For the 52 weeks ended 28 February 2015
3. Summary of principal accounting policies (continued)

Stock

Stock is stated at the lower of cost and net realisable value. The cost base in use within the Company are general retail goods valued on a
weighted average basis which approximates to actual cost. Supplier income received in respect of speciﬁcv stock is treated as a reduction in
the cost of this inventory. Net realisable value is the estimated selling price in the ordinary course of business, less applicable variable
selling expenses. Costs of inventory include the transfer from equity of any gains or losses on qualifying cash flow hedges relating to their
purchase. ’

The Company legally owns consignment stocks held at the retail outlets of two Group companies, Hampden Group Limited and Homebase
House and Garden Centre Limited. Ownership of this consignment stock passes from the Company to Hampden Group Limited and
Homebase House and Garden Centre Limited when the stock is sold to customers. This consignment stock is recognised in the balance
sheets of Hampden Group Limited and Homebase House and Garden Centre Limited as they bear the risks and rewards of ownership of the
stock. This consignment stock is therefore not included in the Company’s stock shown in the balance sheet.

Cash at bank and in hand

Cash at bank and in hand includes cash in hand, deposits held at call with banks, other short-term highly liquid investments with original
maturities of three months or less and bank overdrafts.

Creditors

Trade creditors are obligations to pay for goods or services that have been acquired in the ordinary course of business from suppliers. They
are classified as current liabilities if payment is due within one year. They are recognised initially at fair value and subsequently
remeasured at amortised cost.

Current tax

Current tax is based on taxable profit for the year. Taxable profit differs from profit before tax as reported in the profit and loss account
because it excludes items of income or expense that are taxable or deductible in other years and it further excludes items that are never
taxable or deductible. Corporation tax is the expected tax payable on the taxable income for the year, using tax rates enacted or
substantively enacted by the balance sheet date.

Deferred taxation

Deferred tax is provided in full on temporary differences arising between the tax bases of assets and liabilities and their carrying amounts.
However, if the deferred taxation arises from initial recognition of an asset or liability in a transaction other than a business combination
that at the time of the transaction affects neither accounting nor taxable profit or loss, it is not accounted for. Deferred tax assets and
liabilities are calculated at the tax rates that are expected to apply to the period when the asset is realised or the liability is settled, based on
the tax rates and laws that have been enacted or substantively enacted by the balance sheet date. Deferred tax assets are recognised to the
extent that temporary differences can be utilised either through future profits generated by the Company or through being made available
via group relief.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current tax liabilities
and when the deferred tax assets and liabilities relate to taxes levied by the same taxation authority on either the taxable entity or different
taxable entities where there is an intention to settle the balances on a net basis.

Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating leases.
Payments made under operating leases are charged to the profit and loss account on a straight-line basis over the period of the lease.
Incentives from lessors are recognised as a systematic reduction of the charge over the life of the lease.



Hofnebase Limited
Notes to the financial statements (continued)
For the 52 weeks ended 28 February 2015

3. Summary of principal accounting policies (continued)

Provisions

Provisions are recognised when:

- the Company has a present legal or constructive obligation as a result of past events;

- it is more likely than not that an outflow of resources will be required to settle the obligation; and
- the amount has been reliably estimated.

Provisions are not recognised for future operating losses. Where there are a number of similar obligations, the likelihood that an outflow
will be required in settlement is determined by considering the class of obligations as a whole. A provision is recognised even if the
likelihood of an outflow with respect to any one item included in the same class of obligations may be small. If the effect of the time value
of money is material, provisions are determined by discounting the expected future cash flows at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the liability. Where discounting is used, the increase in
the provision due to the passage of time is recognised as an interest expense. Where the Company expects a provision to be reimbursed, the
reimbursement is recognised as a separate asset when the reimbursement is virtually certain.

Provisions are made for property provisions, including onerous lease contracts for stores that have closed or where a decision to close has
been announced, and for those stores where the projected future trading revenue is insufficient to cover the lower of exit cost or value-in-
use. Provisions for other costs and income on store closures are recognised where such an outflow or inflow is likely.

Provisions are also made for the estimated costs of insurance claims incurred by the Company but not settled at the balance sheet date,
restructuring costs and other liabilities.

Pensions and post retirement benefits

For certain employees, the Company previously contributed to the Home Retail Group defined benefit pension plan. This scheme is closed
to new employees, and on 31 January 2013 the scheme was also closed to future pension accrual. The assets of the scheme are administered
by trustees and are separate from the Company.

The Company's participation in the Home Retail Group defined benefit pension plan falls within the multi-employer scheme exemptions
permitted within IAS19 - Employee benefits. The Company's participation in this defined benefit scheme has therefore been accounted for
as if it were a defined contribution scheme, and contributions have been charged in the profit and loss account in the period in which they
are due.

The Company also contributed to the defined contribution Home Retail Group Personal Pension Plan. The scheme is funded by
contributions partly from the employee and partly from the Company at rates determined in accordance with the Scheme rules. The cost of
these are charged to the profit and loss account during the year in which contributions are payable.

Financial instruments

The Company classifies its financial instruments in the following categories: financial assets and financial liabilities at fair value through
the profit and loss and loans and receivables. The classification depends on the purpose for which the financial instruments were acquired.
Management determines the classification of its financial instruments at initial recognition.

Financial assets and liabilities at fair value through the profit and loss

Financial assets and liabilities at fair value through the profit and loss account are so designated by management on initial recognition.
Derivatives are generally designated as hedges. Financial assets and liabilities at fair value through profit or loss are initially recorded at fair
value with gains or losses arising from changes in their fair value presented in the profit and loss account. Items in this category are
classified as current assets or current liabilities if they are expected to be realised within 12 months of the balance sheet date.
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3. Summary of principal accounting policies (continued)

Financial instruments (continued)
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market. They
arise when the Company provides money, goods or services directly to a debtor with no intention of trading the receivable. Loans and
receivables are recognised initially at fair value and subsequently measured at amortised cost, less provision for impairment, and are
included in current assets.

Accounting for derivative financial instruments and hedging activities

Derivatives are recognised at fair value on the date a contract is entered into and are subsequently remeasured at their fair value. The
method of recognising the resulting gain or loss depends on whether the derivative is designated as a hedging instrument, and if so, the
nature of the item being hedged. The Company designates its derivatives as cash flow hedges.

The Company documents the relationship between hedging instruments and hedged items at the hedge inception, as well as its risk
management objective and strategy for undertaking various hedge transactions. The Company also documents its assessment, both at hedge
inception and on an ongoing basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting changes
in cash flows of hedged items. Movements on the hedging reserve in equity are shown in the Company's statement of comprehensive
income.

Cash flow hedges

The cash flow hedges are intended to hedge the foreign currency exposures of the future purchases of stock. The effective portion of
changes in the fair value of derivatives that are designated and qualify as cash flow hedges are recognised in equity. Any gain or loss
relating to the ineffective portion would be recognised immediately in the profit and loss account. The hedged cash flow is expected to
occur up to 9 months into the future and will be transferred to the profit and loss account via the stock carrying value as applicable.

Fair value estimation

.The fair value of financial instruments traded in organised active financial markets is based on quoted market prices at the close of business
on the balance sheet date. The quoted market price used for financial assets held by the Company is the current bid price; the appropriate
quoted market price for financial liabilities is the current offer price. The fair value of financial instruments for which there is no quoted
market price is determined by a variety of methods incorporating assumptions that are based on market conditions existing at each balance
sheet date. Quoted market prices or dealer quotes for similar instruments are used for long-term debt. Other techniques, such as estimated
discounted cash flows, are used to determine fair value for the remaining financial instruments.

The fair value of forward foreign exchange contracts is determined using forward exchange market rates at the balance sheet date. The
nominal value less estimated credit adjustments of trade debtors and creditors are assumed to approximate to their fair values. The fair
value of financial liabilities is estimated by discounting the future contractual cash flows at the current market interest rate that is available
to the Company for similar financial instruments.
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3. Summary of principal accounting policies (continued)

Share-based payments

The Company participates in a number of equity-settled, share-based compensation plans operated by its ultimate parent, Home Retail
Group plc. The fair value of the shares granted is recognised as an expense after taking into account the best estimate of the number of
awards expected to vest. The vesting estimate is revisited at each balance sheet date. Non-market performance conditions are included in
the vesting estimate. Expenses are incurred over the vesting period. Fair value is measured at the date of grant using whichever of the Black-
Scholes or Monte Carlo models, or closing market price, is most appropriate to the award. Market based performance conditions are
included in the fair value measurement on grant date and are not revisited for actual performance. The Company is recharged an allocation
of the Homebase group charge, based on numbers of full time equivalent employees, with the charge taken to the profit and loss account.

Commercial income

Commercial income is recognised as a deduction from cost of sales, based on the expected entitlement that has been earned up to the
balance sheet date. The Company only recognises income where there is documented evidence of an agreement with a supplier. The types
of commercial income recognised by the Company are:

Marketing and advertising income. Marketing and advertising income is recognised once agreed with a supplier and over the period set out
in the specific agreement.

Volume-based rebates. Income is recognised through the year based on forecasts for expected sales or purchase volumes, informed by

current performance, trends and the terms of the supplier agreement. Income is invoiced throughout the year in accordance with the specific
supplier terms. The majority of those arrangements run for one calendar year.

Non-GAAP financial information

Exceptional items

Items which are both material, in either size or nature, and non-recurring are presented as exceptional items within the profit and loss
account. The separate reporting of exceptional items helps provide a better indication of underlying performance of the Company.
Examples of items which may be recorded as exceptional items are property provisions including onerous leases, impairment charges and
restructuring costs.
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4. Net operating expenses

52 weeks ended 28 February 2015 52 weeks ended 1 March 2014

Before Exceptional After Before Exceptional After
exceptional items exceptional exceptional itemns exceptional
items (note 6) items items (note 6) - items
£'000 £'000 £'000 £'000 £000 £000
Expenses by function
Selling costs (546,550) (9,968) ( 556,518) (557,138) (23,068) (580,206)
Administrative expenses ( 65,699) (3,004) ( 68,703) (72,983) (22,535) (95,518)
Net operating expenses (612,249) (12,972) (625,221) (630,121) (45,603) (675,724)
52 weeks 52 weeks
ended ended
28 February 1 March
2015 2014
£'000 £'000
Profit/(loss) on ordinary activities before taxation is stated after (charging)/crediting:
Operating lease rentals:
- Plant and equipment ( 1,098) (1,290)
- Property ( 162,864) ( 173,955)
Rents receivable : 3,403 3,526
Cost of stocks recognised as an expense in cost of sales (670,980) (659,764)
Write down of stock (13,317) (12,832)
Profit on sale of tangible assets 92 270
Depreciation of tangible assets (note 11) (25,993) (28,994)
Amortisation of intangible assets (note 10) (7,623) (3,869)
Exceptional items (note 6) (12,972) (45,603)
Auditors' remuneration:
Company audit (166) (163)
Fee payable to the auditors for audit of other group companies (10) (10)
5. Employee costs and employee numbers
52 weeks 52 weeks
ended ended
28 February 1 March
2018 2014
£'000 £000
Employee costs
Wages and salaries (183,042) (193,078)
Social security costs (12,842) (13,183)
Other pension costs (3,358) (3,676)
Share-based payments (1,350) (3,463)
( 200,592) (213,400)
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5. Employee costs and employee numbers (continued)

The monthly average number of persons employed by the Company during the year including directors and those employed on a part-time
basis, was made up as follows:

52 weeks 52 weeks 52 weeks 52 weeks
ended ended ended ended
28 February 28 February 1 March 1 March
2015 2015 2014 2014
Number of Full time Number of Full time
employees equivalent employees equivalent
Average number of employees
Stores 14,531 6,950 15,187 7,373
Administration and other 963 946 920 903
15,494 7,896 16,107 8,276
52 weeks 52 weeks
ended ended
28 February 1 March
2015 2014
£'000 £'000
Directors' emoluments
Aggregate emoluments (1,159) (1,282)

T Duddy was, and J Walden and R Ashton are, directors of Home Retail Group plc, the Company’s ultimate holding company. M
Thompson is also a director of Argos Limited. It is not possible to calculate a meaningful allocation of the emoluments of the Home Retail
Group plc and Argos Limited directors to subsidiaries. Consequently, no emoluments relating to these directors have been apportioned or
recharged to the Company.

Following the closure of the Home Retail Group's defined benefit pension scheme to future accrual from 31 January 2013, and excluding
the directors of Home Retail Group plc and Argos Limited, no director (2014: nil) is accruing retirement benefits under a defined benefit
scheme at the end of the year. During the year no director (2014: nil) exercised share options, and two directors (2014: two) received
shares or became entitled to receive shares under long-term incentive schemes.

52 weeks 52 weeks
ended ended
28 February 1 March
2015 2014
£'000 £000
Highest paid director
Aggregate emoluments and benefits (excluding gains on exercise of share options and value of shares (794) (966)

received under long-term incentive schemes).

The highest paid director also received a dividend equivalent payment of £93k (2014: £36k) following the vesting of share awards. The
accrued pension per annum of the highest paid director under the defined benefit scheme at 28 February 2015 was £61k (2014: £59k).
During the year the highest paid director received shares or became entitled to receive shares under long-term incentive schemes, but did
not exercise any share options (2014: none).
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6. Exceptional items 52 weeks 52 weeks

ended ended

28 February 1 March

2015 2014

£'000 £000

Property provision release/(charge) (note 18) 10,209 (36,379)
Impairment (charge)/release on tangible assets (note 11) ( 15,254) 2,305

Restructuring and reorganisation provision charge (note 18) (6,232) (5,972)

Impairment of investment in subsidiary undertaking (note 12) - (19,032)
. (Charge to)/release of provision against amounts owed by group undertakings (1,695) 13,746

Restructuring of subsidiary undertaking - 271)

Total exceptional charge (12,972) (45,603)

A release of surplus property provisions of £10,209k has been credited to the profit and loss account as an exceptional item in the financial
year (2014: £36,379k charge). This follows a review of the property provisions for a number of onerous lease contracts and for store
closures.

Store assets are subject to impairment reviews whenever changes in events or circumstances indicate that an impairment may have
occurred. Store assets are written down to the higher of fair value less costs to dispose and value-in-use. From this review, there are
shortfalls in the future forecast cashflows for a number of stores over the remainder of the lease terms when compared with the net book
values of the stores' tangible fixed assets. The tangible fixed assets for these stores have therefore been written down to their recoverable
amount, being their value-in-use. As a consequence of this review an exceptional impairment charge of £15,254k (2014: £2,305k release)
has been recognised in respect of store fixed assets. Where the value-in-use is higher than its fair value less costs to dispose, the value-in-
use is based on the present value of the expected future cashflows from trading the store to the end of its lease using a post-tax discount
rate of 8.5% (2014: 8.5%). i

Restructuring and reorganisation costs represent costs relating to several organisational changes to improve the efficiency of the Company.
Actions taken include a head office restructuring programme and a planned closure of a distribution centre in order to reduce the cost base
of the business following the store exit programme.

During the prior year, the Company invested £19,032k in the acquisition of new ordinary shares in its subsidiary undertaking Homebase
House and Garden Centre Limited which trades in the Republic of Ireland. The Company acquired these new shares as part of a
restructuring of Homebase House and Garden Centre Limited which successfully exited Examinership under the Republic of Ireland's
Companies (Amendment) Act 1990 in October 2013. This new investment in Homebase House and Garden Centre Limited was impaired,
and an exceptional charge of £19,032k was made to write down this investment to its recoverable amount. This followed an impairment
review as a result of the Examinership process and the difficult trading environment in the Republic of Ireland. The Company also incurred
costs of £271k in the prior year relfating to the restructuring of its subsidiary undertaking.

Amounts owed by group undertakings are subject to impairment reviews. From this review a further £1,695k has been provided in the
current year against amounts receivable from the Company's directly held subsidiary undertaking in Ireland, Homebase House and Garden
Centre Limited. An exceptional impairment charge of £1,695k has therefore been recognised in respect of amounts owed by group
undertakings.

In the prior year, the €19,062k owing to Homebase House and Garden Centre Limited by the Company for the purchase of 15,128,570 of
the total 17,832,538 shares acquired was offset against the outstanding intercompany sum due to the Company from Homebase House and
Garden Centre Limited. This contributed to the partial reversal of the previous impairment in the year ended 2 March 2013 of amounts
owed by subsidiary company, and an exceptional release of £13,746k was credited to the profit and loss account in the prior year.
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7. Net interest payable and similar charges ‘ 52 weeks 52 weeks
ended ended
28 February 1 March
2015 2014
£'000 £'000
Interest receivable and similar income :
Bank deposit interest and similar income 4 45
Financing fair value remeasurements - net exchange gains 997 451
Total interest receivable and similar income 1,001 496
Interest payable and similar charges
Interest to group undertakings (4,488) (1,464)
Bank loans and other interest ' (6) 20
Unwinding of discounts (5,725) (5,183)
Total interest payable and similar charges (10,219) (6,627)
Net interest payable and similar charges (9,218) (6,131)
Bank loans and other interest expense includes a release of a surplus prior year accrual of £nil (2014: £24k).
8. Tax on profit/(loss) on ordinary activities
52 weeks 52 weeks
ended ended
28 February 1 March
2015 2014
£'000 £'000
Analysis of tax credit/(charge) in the year
Current tax:
UK corporation tax ’ ( 6,449) (5,538)
Adjustment in respect of previous years 4,692 6,898
Total current tax (charge)/credit (1,757 1,360
Deferred tax:
Origination and reversal of temporary differences 1,837 22
Adjustments in respect of previous years 527 (1,579)
Rate change impact - (1,804)
Total deferred tax credit/(charge) (note 21) 2,364 (3,361)
Total tax credit/(charge) in profit and loss account 607 (2,001)
52 weeks 52 weeks
ended ended
~ 28 February 1 March
2015 2014
£'000 £000
Tax included in other comprehensive income
Items that may be reclassified subsequently to profit and loss
Cash flow hedges (1,821) 2,501
Rate change impact - (163)
Total tax (charge)/credit in other comprehensive income (1,821) 2,338
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8. Tax on profit/(loss) on ordinary activities (continued)

Factors affecting the tax charge

The effective tax rate for the year of -8.0% (2014: -9.9%), is lower (2014: lower) than the standard rate of corporation tax in the UK of
21.17% (2014: 23.08%). The differences are explained below:

52 weeks 52 weeks

ended ended

28 February 1 March

2015 2014

£'000 £'000

Profit/(loss) on ordinary activities before taxation 7,551 (20,221)

Profit/(loss) before tax multiplied by the standard rate of corporation tax in the UK (1,586) 4,666
Effects of:

Expenses not deductible for taxation purposes (2,242) (9,257)

Transfer pricing adjustments (6,077) (6,625)

Adjustment in respect of previous years 5,219 5,319

Rate change impact - (1,804)

Loss relief surrendered by group companies for nil consideration 5,293 5,700

Total tax credit/(charge) in profit and loss account 607 (2,001)

Factors that may affect future tax charges

The income tax expense for the year is based on the United Kingdom statutory rate of corporation tax for the year of 21.17% (2014:
23.08%).

9. Goodwill

Goodwill

£'000

Cost
At 2 March 2014 and 28 February 2015 43,771
Impairment )
At 2 March 2014 and 28 February 2015 _ (43,771)
Net book value at 28 February 2015 and 1 March 2014 -

The goodwill arose on the acquisition of the Focus DIY stores in 2008.
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10. Other intangible assets

Cost

At 2 March 2014

Additions

Reclassification to tangible assets
At 28 February 2015

Accumulated amortisation
At 2 March 2014
Charge for the year

Reclassification to tangible assets
At 28 February 2015

Net book value at 28 February 2015

Net book value at 1 March 2014

Assets in the course of construction included above at 28 February 2015

11. Tangible assets

Cost

At 2 March 2014

Additions

Disposals

Reclassification from other intangible assets
Assets transferred to Held for Sale (note 16)
At 28 February 2015

Accumulated depreciation

At 2 March 2014

Charge for the year

Disposals

Reclassification from other intangible assets
Assets transferred to Held for Sale (note 16)
Exceptional impairment charge (note 6)

At 28 February 2015

Net book value at 28 February 2015

Net book value at 1 March 2014

Assets in the course of construction included
above at 28 February 2015

Computer
software
£'000

46,289
21,060

(21)
67,328

(19,365)
(7,623)
-6
(26,982)

40,346

26,924

6,655

Freehold Short leasehold Plant and Total
properties ' properties equipment

£'000 £'000 £'000 £'000

52,174 167,620 416,532 636,326

- 4,250 28,773 33,023

- (4,687) (7,545) (12,232)

- - 21 21

(18,799) (204) (2,724) (21,727)

33,375 166,979 435,057 635,411

(26,345) (129,992) (322,994) (479,331)

(420) (4,606) (20,967) (25,993)

- 4,204 6,559 10,763

- - (6) (6)

1,829 18 1,601 3,448

- (2,813) (12,441) (15,254)

(24,936) ( 133,189) (348,248) (506,373)

8,439 33,790 86,809 129,038

25,829 37,628 93,538 156,995

. 799 3,549 4,348
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11. Tangible assets (continued)

Store assets are subject to impairment reviews whenever changes in events or circumstances indicate that an impairment may have
occurred. Store assets are written down to the higher of fair value less costs to dispose and value-in-use. From this review, there are
shortfalls in the future forecast cashflows for a number of stores over the remainder of the lease terms when compared with the net book
values of the stores' tangible fixed assets. The tangible fixed assets for these stores have therefore been written down to their recoverable
amount, being their value-in-use. As a consequence of this review an exceptional impairment charge of £15,254k (2014: £2,305k release)
has been recognised in respect of store fixed assets. Where the value-in-use is higher than its fair value less costs to dispose, the value-in-
use is based on the present value of the expected future cashflows from trading the store to the end of its lease using a post-tax discount
rate of 8.5% (2014: 8.5%).

12. Investments

Subsidiaries
£'000
Cost
At 2 March 2014 and 28 February 2015 21,540
Impairment
At 2 March 2014 and 28 February 2015 (21,540)
Net book value at 28 February 2015 -
Subsidiaries
£'000
Cost
At 3 March 2013 2,508
Additions 19,032
At 1 March 2014 . 21,540
Impairment
At 3 March 2013 (2,508)
Exceptional charge for the year (note 6) (19,032)
At 1 March 2014 (21,540)
Net book value at 1 March 2014 . -

The principal subsidiary undertaking is Homebase House and Garden Centre Limited which is a trading company incorporated in the
Republic of Ireland (ROI) and its activity is the retailing of home enhancement products within the ROL

In the prior year, the Company acquired 2,703,968 new ordinary shares of €1.26 each, at par, in its subsidiary undertaking, Homebase
House and Garden Centre Limited, for €3,407k in cash. The Company acquired a further 15,128,570 new ordinary shares, at par, and the
€19,062k owed in respect of these shares was offset against the outstanding intercompany sum due to the Company from Homebase House
and Garden Centre Limited. The Company acquired these new shares due to the restructuring of Homebase House and Garden Centre
Limited as part of its successful exit from the Examinership process under the Republic of Ireland's Companies (Amendment) Act 1990, in
October 2013.

This investment in Homebase House and Garden Centre Limited was impaired, and an exceptional charge of £19,032k was made in the
prior year to write down this investment to its recoverable amount. This followed an impairment review as a result of the Examinership
process and the difficult trading environment in the Republic of Ireland.

The investments in other companies above are stated at cost less provision for impairment and include the following:
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12. Investments (continued)

Investment in subsidiaries

Company Name ‘ Address of the undertaking Direct/Indirect Class and proportion of
subsidiary nominal shares held

Homebase House & Garden Centre Limited  Unit C1, Gulliver’s Retail Park, Direct Ordinary 91.11%*

Ballymun Road, Santry, Dublin 9,

Ireland

Direct Deferred Ordinary 100%

Index Limited ~ address noted below Direct Ordinary 100%
Texas Services Limited ~ address noted below Direct Ordinary 100%
Homebase Spend & Save Limited ~ address noted below Direct Ordinary 100%
Focal Point (Lighting) Limited ~ address noted below Direct Ordinary 100%
MI Home Limited ~ address noted below Direct Ordinary 100%
Modern Interiors Limited ~ address noted below Direct Ordinary 100%
Texas (NI) Limited 21 Arthur Street, Belfast, BT1 Direct Ordinary 100%

4GA
Homebase (NI) Limited 21 Arthur Street, Belfast, BT1 Direct Ordinary 100%

* The remaining 8.89% of the ordinary shares in Homebase House and Garden Centre Limited are held by Hampden Group Limited, a
parent company of the Company.

~Unless otherwise stated, the registered address for the above companies is Avebury, 489-499 Avebury Boulevard, Milton Keynes, MK9
2NW.

13. Stock 2015 - 2014

£'000 £000
Finished goods ' 222,122 208,095

Trading stock excludes £9,891k (2014: £9,805k) of consignment stock, which is legally owned by the Company but which is held by
Hampden Group Limited and Homebase House and Garden Centre Limited. This consignment stock is shown in the financial statements of
these other Group companies as they bear substantially all of the risks and rewards of trading this stock through their retail stores.
Ownership of this stock passes from the Company to Hampden Group Limited and Homebase House and Garden Centre Limited when
these companies sell the stock.

14. Debtors
2015 2014
£'000 £000
Amounts falling due after more than one year:
Deferred tax (note 21) 16,547 14,998
Amounts falling due within one year:
Trade debtors ‘ 4,742 2,946
Less provision for impairment of debtors (136) (137)
4,606 2,809
Amounts owed by group undertakings 662,901 662,418
Other debtors 57,818 55,313
Prepayments and accrued income 14,651 20,276
756,523 755,814

Amounts owed by group undertakings are unsecured, repayable on demand and non-interest bearing.

The current amounts owed by group undertakings include a provision of £8,347k (2014: £6,652k) against amounts receivable from the
Company's directly held subsidiary in Ireland, Homebase House and Garden Centre Limited, following an impairment review,
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15. Cash at bank and in hand

Cash at bank and in hand

16. Non-current assets classified as held for sale

Freehold property

2015 2014
£'000 £000
152,078 20,936
2015 2014
£'000 £000
18,279 -

On 24 November 2014, the Company announced that it had exchanged contracts for the unconditional sale of its freehold store located in
Battersea, London. The sale is due to complete in November 2015 and the property has been sold for £57,000k, of which a deposit of
£30,000k has been received in the current year, with the balance of £27,000k due on completion in the next financial year. As a
consequence, this property has been presented as held for sale at the year end. The unconditional sale agreement triggered a chargeable tax
gain of £6,700k in the current financial year, but this has been fully offset against previously unrecognised capital losses elsewhere within

the Home Retail Group and therefore had no impact on the tax charge for the year.

17. Creditors

Trade creditors

Amounts owed to group undertakings

Amounts owed to immediate parent undertaking
Social security costs and other taxes

Accruals and deferred income

Corporation tax liability

Other creditors

Amounts Amounts Amounts Amounts
falling due falling due falling due falling due
within after more than within after more than
one year one year one year one year
2015 2015 2014 2014
£'000 £'000 £'000 £'000
(116,683) - (95,482) -
(238,831) (150,000) (131,788) (150,000)
(54,944) - (54,944) -
(32,733) - (37,161) -
(105,399) (23,805) (115,361) (24,574)
(4,875) - (4,259) -
(73,106) - (28,725) -
(626,571) (173,805) (467,720) (174,574)

Trade and other creditors are non-interest bearing and the fair values are not considered to differ materially from the recognised book
values. Long-term creditors have been discounted where the time value of money is material.

The Company has an unsecured loan totalling £150,000k (2014: £150,000k) with an effective rate of interest of Official Bank Rate plus
2.5% (2014: 0.25%) from a group undertaking, Home Retail Group (UK) Limited, which has a repayment date of 24 January 2019.

Other amounts owed to group undertakings at the year end are unsecured, repayable on demand and non-interest bearing.
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18. Provisions for liabilities

Property Restructuring Insurance and Deferred tax Total
other (note 21)

£'000 £'000 £'000 £'000 £'000

At 2 March 2014 (113,919) (72) (2,739) - (116,730)

Credited/(charged) to the profit and loss 4,049 - (942) 3,107

account

Exceptional release/(charge) to the profit 10,209 (6,232) - - 3,977
and loss account (note 6)

Utilised during the year 13,060 502 1,397 - 14,959

Transfer from accruals - - (2,299) - (2,299)

Transfer from Deferred tax assets (note 21) - - - (734) (734)

Exchange differences 1,785 - - - 1,785

Discount unwind (5,725) - - - (5,725)

At 28 February 2015 (90,541) (5,802) (4,583) (734) (101,660)

2015 2014

Analysed as £'000 £'000

Amounts falling due within one year (41,911) (30,811)

Amounts falling due after more than one year (59,749) (85,919)

(101,660) (116,730)

Property provisions comprise obligations on onerous leases together with other costs or income associated with store closures. In respect of
onerous leases, provision is made for onerous lease contracts on stores that have either closed, or where projected future trading revenue is
insufficient to cover the lower of exit cost or value-in-use. Where the value-in-use calculation is lower, the provision is based on the present
value of expected future cash flows relating to rents, rates and other property costs to the end of the lease terms net of expected trading or
sublet income. This provision is expected to be utilised over the life of the leases.

A number of organisational changes have taken place to reduce head office and distribution costs following the store exit programme. The
remaining restructuring provision is expected to be utilised within one year.

Provision is made for the estimated costs of insurance claims incurred by the Company but not settled at the balance sheet date, including
the costs of claims that have arisen but have not yet been reported to the Company. The estimated cost of claims includes expenses to be
incurred in settling claims. The majority of this provision is expected to be utilised within one year.
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19. Post-employment benefits

The Company contributes to the Home Retail Group Personal Pension Plan, a defined contribution pension plan operated by Home Retail
Group plc for employees of the group. Both the Company and the employees pay contributions into an independently administered fund.
The cost of providing these benefits, recognised in the profit and loss account, comprises the amount of the contributions payable to the
scheme in respect of the year. :

Certain employees of the Company participated in the defined benefit Home Retail Group Pension Scheme until it closed to future accrual
~ with effect from 31 January 2013. The assets of this scheme are held by independently administered funds. The contributions to this defined
benefit scheme are based on actuarial valuations, carried out by Towers Watson, an independent actuary and the contributions are set at a
common level for the scheme as a whole. The latest actuarial valuation of the defined benefit Home Retail Group Pension Scheme was
undertaken on 31 March 2012. The next full actuarial valuation of the scheme is being carried out as at 31 March 2015. The Company is
unable to identify its share of the underlying assets and liabilities in this scheme on a consistent and reasonable basis. The scheme's assets
are used to provide benefits for all its members irrespective of the participating employers and it is not possible to place a value on the
assets only in respect of the Homebase employees.

As a result, the Company's membership of the defined benefit Home Retail Group Pension Scheme falls within the multi-employer scheme
exemption of LAS 19.

At 28 February 2015, the IAS 19 valuation of the Home Retail Group Pension Scheme shows a net pension deficit £112,897k (2014: deficit
£75,538k). The valuations used for IAS 19 have been based on the most recent funding valuations and have been updated by Lane Clark &
Peacock to take account of the requirements of IAS 19 in order to assess the liabilities of the scheme at the year end. This net pension
deficit is recognised in the 2015 financial statements of Argos Limited. Further details of the defined benefit Home Retail Group Pension
Scheme can be found in the 2015 financial statements of Argos Limited.

The cost of the contributions for all schemes for the year were £3,358k (2014: £3,676k).
Outstanding pension contributions at the balance sheet date were £427k (2014: £472k).

20. Other financial assets and liabilities

Current Current
2015 2014
£'000 £000
Total other financial assets:
Forward foreign exchange contracts - cash flow hedges 4,284 183
Total other financial liabilities:
Forward foreign exchange contracts - cash flow hedges (622) (5,597)

Forward foreign exchange contracts

The forward foreign exchange contracts are intended to hedge the foreign currency exposures of future purchases of stock. The hedged cash
flows are expected to occur up to 9 months into the future.

Gains and losses recognised in the hedging reserve in shareholders' equity on forward foreign exchange contracts as at the year end will be
released to stock within one year from the balance sheet date. The notional principal amounts of the outstanding forward foreign exchange
contracts at 28 February 2015 were £139,598k (2014: £122,017k). The fair value of forward foreign exchange contracts is determined
using quoted forward exchange rates at the balance sheet date.
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21. Deferred tax

The movements on the net deferred tax account are as follows:

Opening deferred tax asset
Profit and loss account credit/(charge)
Deferred tax (charged)/credited to statement of comprehensive income

Deferred tax credited to equity
Closing deferred tax asset

The deferred tax amounts recognised are as follows:

Deferred tax assets:

- Deferred tax asset to be recovered after more than one year
Deferred tax liabilities:

- Deferred tax liability to be settled after more than one year
Net deferred tax asset

The closing deferred tax has been calculated at the enacted rate of 20% (2014:

applied to the current year profits at 21.17%.

The movement in deferred tax assets and liabilities during the year is as follows:

2015 2014
£'000 £000
14,998 14,660
2,364 (3,361)
(1,821) 2,338
272 1,361
15,813 14,998
2015 2014
£'000 £000
16,547 14,998
(734) -
15,813 14,998

20%), which differs from the UK corporation tax rate

Share Asset  Accelerated tax Other Total
options provisions depreciation temporary
differences
£'000 £'000 £'000 £'000 £'000
Deferred tax assets:
At 3 March 2013 493 3,897 11,521 - 15911
Profit and loss account credit/(charge) 26 (1,523) (60) - (1,557)
Rate change impact - (310) (1,494) - (1,804)
Deferred tax credited to equity 1,361 - - - 1,361
Transfer from deferred tax liabilities - - - 1,087 1,087
At 2 March 2014 1,880 2,064 9,967 1,087 14,998
Profit and loss account credit 202 726 1,436 - 2,364
Deferred tax credited to equity 272 - - - 272
Deferred tax charged to statement of - - - (1,821) (1,821)
comprehensive income
Transfer to deferred tax liabilities - - - 734 734
At 28 February 2015 2,354 2,790 11,403 - 16,547
Other Total
temporary
differences
£'000 £'000
Deferred tax liabilities:
At 3 March 2013 (1,251) (1,251)
Deferred tax credited to statement of 2,338 2,338
comprehensive income
Transfer to deferred assets (1,087) (1,087)
At 2 March 2014 - -
Transfer from deferred tax assets (734) (734)
At 28 February 2015 (734) (734)

Deferred tax assets are recognised for tax loss carry-forwards and other temporary differences to the extent that temporary differences can
be utilised either through future profits generated by the Company or through being made available via group relief.
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22. Called up share capital 2015 2014
£'000 £000

Authorised:

1,000,000,000 (2014: 1,000,000,000) ordinary shares at £1 each 1,000,000 1,000,000

Allotted, called-up and fully paid:
472,579,474 (2014: 472,579,474) ordinary shares at £1 each 472,579 472,579

23. Share-based payments arrangements
Summary of share option and share award arrangements

During the year ended 28 February 2015, Home Retail Group plc had a number of share option and share award arrangements for its
employees, all of which are equity settled. Details of these arrangements are as follows:

Share options

The Home Retail Group plc save-as-you-earn (SAYE) plan permits the grant to employees of options over the Company’s shares linked
to a building society save-as-you-earn contract for a term of three or five years with contributions from employees of between £5 and £250
per month. Options are normally capable of being exercised at the end of the three or five-year period at an exercise price calculated at a
10% or 20% discount (dependent upon the date of grant) to market price over the three dealing days preceding invitation to participants.
Options must be exercised within six months of the end of the three or five-year SAYE contract.

The Home Retail Group approved option plan. Options are granted at an exercise price equal to the market price of the shares over the
ten dealing days preceding grant For those awards with performance conditions, the percentage of the options exercisable by participants is
determined either by ranking total shareholder return (TSR) relative to a comparator group or by reference to performance against other
specific targets, such as EPS growth, or cumulative adjusted cash flow. The TSR target is considered a market-based performance condition
under IFRS 2, and the options with this performance condition have been valued using a Monte Carlo simulation with historic volatilities
and correlations measured over the three-year period preceding valuation. The other targets are non market-based performance conditions,
and the options with these performance conditions have been valued by reference to the share price at the date of grant.

The 1998 approved and non-approved executive share option schemes. Under these schemes, the exercise price of granted options was
equal to the market price of the shares over the three dealing days preceding grant. The options became exercisable three years from the
grant date, subject to the Group’s EPS compound annual growth exceeding compound annual retail price inflation by 4% per annum over a
continuous three-year period and the employee completing three years’ service. The EPS growth target is not a market-based performance
condition as defined by IFRS 2. The options have a maximum term of 10 years from grant. No new options have been granted under these
schemes since 2006 and all outstanding awards have vested.

Share awards

The performance share plan (PSP). Awards made under this plan will normally vest three years after the date of grant for nil
consideration. For all awards under this plan, vesting is conditional on participants’ continued service. For those awards with performance
conditions, the percentage of the award distributed to participants is determined either by ranking total shareholder return (TSR) relative to
a comparator group or by reference to performance against other specific targets such as EPS growth, or cumulative adjusted cash flow. The
TSR target is considered a market-based performance condition under IFRS 2, and the awards with this performance condition have been
valued using a Monte Carlo simulation with historic volatilities and correlations measured over the three-year period preceding valuation.
The other targets are non market-based performance conditions, and the awards with this performance condition have been valued by
reference to the share price at the date of grant.

The plan was amended in 2010 to add an HM Revenue & Customs approved option to the share awards at no additional cost. The approved
option is over the same number of shares as awarded under the normal PSP award, up to a maximum of £30,000. The value of the award
determined under the approved share option is deducted from the PSP award, such that the two awards together give participants the same
gross value as the normal PSP award only.

33



Homebase Limited
Notes to the financial statements (continued)
For the 52 weeks ended 28 February 2015

23. Share-based payment arrangements (continued)

Summary of share option and share award arrangements (continued)

Share awards (continued)

The share incentive plan was a one-off free share grant to all employees at the time of the demerger. The shares were acquired by a trust
on behalf of participants and will normally be forfeited if a participant’s employment with the Group ceases within three years of the grant
date. All awards under this plan vested after this initial three-year period in November 2009, at which point participants were able to
withdraw their shares, and since November 2011 shares can be withdrawn free of tax. The shares continue to be held by the trust until they
are either withdrawn by participants or the awards lapse.

The weighted average share price for share options exercised during the year was £1.89 (2014: £1.88).

Share options outstanding at the end of the year

Share options at the end of the year had the following exercise prices and remaining contractual lives:

As at 28 February 2015

Weighted Weighted average
average exercise remaining lives
price

Range of exercise prices Number of £ Expected Contractual

options years years
£
0.01-0.99 6,156,892 0.59 0.9 1.5
1.00-1.99 2,203,272 1.49 2.0 2.6
2.00-2.99 138,972 2.01 0.3 0.7
3.00-3.99 282,763 3.60 0.0 0.3

This information relates to the whole of the Homebase retail division (which includes employees of the Company, Hampden Group Limited
and Homebase House and Garden Centre Limited).

24. Operating leases

The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

2015 2014

' Land and Land and

buildings buildings

£'000 £000

Less than one year (155,106) (172,259)
Between one and five years (549,348) ( 595,840)
More than five years (622,789) (745,684)
Total operating leases (1,327,243) (1,513,783)
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25. Capital commitments

Capital expenditure for which contracts have been placed:

2015 2014

£'000 £'000
Tangible assets 22 1,103
Intangible assets 260 3,595
282 4,698

26. Contingent Liabilities

The Company participates in cash pooling arrangements with other Home Retail Group Plc companies. The Company's bank account
balances in these arrangements are pledged to guarantee borrowings by other companies in the pool. At the balance sheet date, the Group
had total net cash balances on these cash pooling arrangements.

On 26 March 2015, Home Retail Group (UK) Limited, an intermediate parent, entered into a new unsecured multi-currency revolving credit
facility of £250m with a syndicate of banks. This facility is for a minimum term of four years. On the same day, the Group cancelled its
existing £165m facility which was due to expire on 27 March 2016. The Company is a borrower and a guarantor to this new facility. The
Group has not drawn down on its borrowing facilities throughout the year.

Counter indemnities have been entered into by the Company relating to bank guarantee facilities of £3,000k (2014 restated: £3,000k)
provided to the Company.

The Company has guaranteed the lease obligations of several stores owned by its subsidiary undertaking, Homebase House and Garden
Centre Limited, which trades in the Republic of Ireland. The annual lease payments made by Homebase House and Garden Centre Limited
and which have been guaranteed by the Company amount to €382k (2014: €487k). The average remaining life of these guaranteed
Homebase House and Garden Centre Limited leases, allowing for lease break clauses, is 1.5 years (2014: 2 years).

27. Ultimate parent undertakings

The Company's immediate parent undertaking is Homebase Card Handling Services Limited, a company registered in England and Wales,
by virtue of its 100% shareholding in the Company.

The Company's ultimate and controlling party is Home Retail Group plc, a company registered in England and Wales. The largest and
smallest group of undertakings for which group financial statements have been prepared was that of Home Retail Group plc. Copies of these
financial statements are available from its registered office at Avebury, 489-499 Avebury Boulevard, Milton Keynes, MK9 2NW.
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