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REDgroup Retail Ptfy Limited

DIRECTORS’ REPORT

The direclors of REDgroup Retail Pty Lintited submit herewiih the financial report of the Company and its subsidiaries (“the Group™)
for the 52 weeks ended 28 August 2010. Tn order to comply with the provisions of the Corporations Act 2001, the directors report as
follows:

DIRECTORS

The names of the divectors of the Companj' during or since the end of the finaticial year arc:

R. Walker Chairman {Resigned 31 August 2010)

R. Gardell Non Executive Diredtor

8. Cain “Non Executive Divector: (Appomted Chairmian'27 September 2010)
5. Pitlar Non Executive Director (Appointed 24 November 2009)

N. Laurent " Nen Execufive Director (Resigned 24 November 2009)

1. Browne Mon Executive Director(Appointed 31 August 2010)

B. Fenlon Group Managing Dirgctor (Resigned 17 Novembet 2010).

I Ristevski Chief Financial Off cer

PRINCIPAL ACTIVITIES

REDgroup Retail Py Limited (and fts subsidiaries) js-a spccnhty retail group-operating across Austratia, New Zeatand and Singapore.
Operationally the Group is managed as one business, comprising a tnimber of brands which sell a wide range of products mcludmg
books, magdzines, stationéry, caténdars, gifis, greeting cerds, music, DVD's electronic cReaders and eContent,

REVIEW AND RESULTS OF OPERATIONS
Eamnings before interest, tax, depreciation and amontisation, (EBITDA) for the year was $27,045k.

The censolidated entity’s loss after income tax for the year was $42,970k (2009: $14,743k). The result iticludes a one ofi, stock
impa irmmt charge of $30,317k dmibmable 1o thc integration of the Bordcrs 'u:quisition Rcu.mac d-.cn.'lsed IO% l'r'om priar year as the

12% reahsmg the full year benefit-of prior year mtegrﬁt:on ml:mhvss The bmmcss continues to fake auivantagc ofthe internct 'md
technology opportunity making an cqulty investment in Kobo Inc, and aflowing customers to purchase and download eContent diréctly
from REDgroup Rei'ul websHes.

REFINANCING OF BORROWINGS
The Group has successlully coimpleted negotiations to refinance sli external dobt and a new senior facilifics ngr_ccmcnt with new
lenders was signed prior Lo the approval of (kese linancial stalements. These new facilities have a term oftwo years-and are sufficient

to repay all existing external debts of the Group on or before the agreed repayment datgs. In addition, these new facilities provide
further additional funding in order to suppart the business plans of the Board and Managément for the foreseenble future,

SUBSEQUENT EVENTS
Other than the refinancing noted above there hias not been any matier or circumstance gceurting subsequent to the-end of the financial

year that has significantty affected the eperations of the Group, the resulls of those operations, or the state of affairs of the Group in
future [inancial years,

SHARE OPTIONS

During sl since the end of the financial year no share oplions were granted to any directors or exccutive of the Company as part of
their remuneration:

Throughoul the year, no shares were bought back at deemed market valuc by the Company.




REDgroup Retail Pty Limited

DIRECTORS’ REPORT (continued)
Detuils of unissued shaves or inferest under options as at the daie of this report are:

Issuing entity  Numiber of shares Clnss of shares Exercise price  Expiry dnfe of optich

under.eption of option
REDgroup Retail 2,950,000 Ordinary $1.00 fo $3.75 2615 10 2017
Pty Limited .
-REDgroup Relgil 15,550,000 Management, $1.0010°83.75 2015 10 2017
Pty Limited ' Pecforinance :
Shares

Duking and since the end ofthe-financial year 1,050,000 management performance shares were grarted to-cinployees of the Comipany
anil e Group as part of theft remimeration, 2; 350 000 management performance shares were cancelled. (Refer-nofe: 27)

FUTURE PEVELOPMENTS
Disclasure:of tnformation regarding tikely dovelopments in the operations of the Gronp in future fitiaivelal years sl the expected

fesults oF thiose ojerations s likely to result- in unrensonable prejudice to thie Group. Accordingly, thisfuformution has notheen
disclosed in-this repert,

DIVIDENDS

Neo dividends have been paid or declared singe the start of the financial yenr by fho- Gronp (2009: Nil}. The dirceforsdo nol fecommensd

fhe payment of 4 dividend b}- the Group-in respect of the 52 weeks ended 28 Aupust 2000,

INDEMNIFICATION OF QFFICERS AND AUDITORS

¥ordhe:52 weeks ended 28 Aupust 2010 the Cempany pald a premiuim in respeet of a gohtratt lisuring tie: dfvectors of the Compaiy

{as samed above) and all executive officers of the Group and of any related body curporate against aiy Hability incurced as such a

direetor or execulive-officar to tho-cxtent permilted by the Cor pomtmns Act 2001, The contrast of insurance prohibifs-diselosure of the

Datwi'es of the: Eiabllsly aird the'anvount ofilie premium,

CHANGES IN"THE STATE OF AFFAIRS.

Thero have been no other significant changes In the state of affairs during ihc year other than that referred to T the review of
pperations, tlic fiipnctal statentoits or notes thcwtu. ‘

AUDITOR’S INDEPENDENCE DECLARATION

The auditor’s independeiice déctaration Is included on page 7 of the Gnancial réport,

ROUNDING OLT OF AMOUNTS

The Company is a company-of the kind referred to in ASIC Class Order 98/010D, daled 10 July 1998, and in accordance with that Class
‘Order amounts in the directors’ report and the financial statements arc mundec{ off to the nearest thuusnnd dollars, imless otherwise

indicated.

Signed i accordancs with a resolution of the directors made pursuant to 5.298(2) of the Corporations Aci 2001,

On g?!ﬁi;{/ﬁl{(ﬂ\\i Dircetors

8 Cain , T R:stc\?
Director " Direcip
2n¢d December 2010 2nd Eeaﬁ;.mhe‘l‘” 010

-




REDgroup Retail Pty Limited

DIRECTORS’ DECLARATION

The-directors declare that:

a)  inthe direstors® opinion, ihere are reasonable grounds to belicve that the company will be able to pay its debts ss-and when
they become due and payable; :

b}  in the directors’ opinion, the attached fingncial statements and notes thercto are in accordance with the Corporations Act
2001, including compliance with accounting standards and glving u trire and fair view of the financial position and
performance of the Groupy |

¢) theatlachcd financial statements-are in complianee with International Financial Reporting Standeids as slated innote 3 to the
financial slateinénts, ’ :

Signed i accordance witli a fcsolution of the divéctois made putsuant o 5.205(5) of the Corporations Aet 2001,

‘On behalf of the Dii‘ectprs,

..s.L\l.-;.u_-_........ eraares

8 Cain T I{i'?
Director : Dirgttor
2nd Decembey 2010 _ 2nd-De

reiber 20410




Beloilte Touche Tohmatsu
ABN 74 480 121 060

550 Bourke Streel

Melbourne VIC 3000

GPO Box 78

Melbousne VIC 3001 Australia

BX: 111

Tel: +61 {0) 3 9671 7000
Fax: #61(0) 398871 7004
v detoilte.com.au

Indeperdent Anditor’s Report to the Members of REDgroup Retail. Pty Limited

Report on the Financial Report

‘We have audited the accompanying financial report of REDgroup Rdtail P&y Lumted which comprises the consolidated statement of
financial position as at 28 Auvgust 2010, and thé consolidated statement of eomprehensive income, the consolidated statement of cash flows
-and the consolidated statement of changes in:equity for the year ended on that date; notes compnsuxg @ suinary of significant accounting
psl‘lmes and othier explanatory information, and the directors® declaration of t]n: comohdate& entity comjrising the-conpaity and the entities
it eontrotled at the year send-or fiom fimeto time.during the financial year as sctout Qll pages 5'to 46,

Biregtors’ Responsibility for the Fwancmf Report

The divectors of the company are responsible for the preppration and fair presentation oF the ﬂnanclal meport in-accerdance with Australian
.Accnuntmg Standards (including the Australian Ascounting lniemretauons) and. the C’orpomtwm Act 2007, Fhis rcsponmbmty includes’
establishing and maintaining internal control relevant to-the preparation and falrprﬁsentaiion of the financial repori fhat is free from material
misstatement, whether due to fraud or ervor; seletting and applying appmpna!e accounting poligies; and making accounting cstimates that
are reasonable inthe circuinstances. In Nete 3, the directors also stite, in accordance_wnh Accounting Standard AASB 101 Presentation of
Finanelal Statements, that compliance with the Ausiralian equivafents to temnational Financial Reporting Standerds ensures that the
Tinancial report, comprising the consolidated financial statements and sotes complieswith International Financial Répoiting Standards.

Auditor’s Responsibility

Our responsibility is to express-an opinion on the fiuancial report based on. our audit We: conducted our andit in aceordance with Ausiralian
Augditing Standards. These Auditing Standards require that we comply with rélevant ethical requirements rélating to audit engagements and
Pa’and perform the audit to obtain reasonable aésurmlce whether the fislaiicial réport Is free frony niaterial misstatement,

An andit iinvolves perfosniing procedures to oblain audit evidence about the-amounts and. disclosures in the financial réport. The procedures
selected depend on the auditor’s judgement, including the assessment of the risks of materfal misstatement of the financial report, whether

due-to fraud or error. In making those risk assessmeits, the auditor considérs: inténial contrd! rélevant to the elitity's preparation and fair

presentation of the financial report in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of.
expressing an opinion on the effectiveness of the entity’s. internal control. An audit also includes evaluating the appropriateness of
aceounting policies used and the reasonableness of accounting estimates made by the direetors; as well as cvaluidting the overall presentation

of the financial report.

We belicve that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Airditor's Independerce Declaration
I conducting our audit, we have complied with the independence requirements of the Corperations Act 2001

Anditor's Opinion
In our-opinion:

{a) the financial report of REDgroup Retail Pty Limited is in accordance with the Corperations. Ace 2004, including:
(i) ‘giving a true and fair view of the consolidated entity’s finaricial position as at 28 August 2010 and of its performance for the year

ended on that date; and
(if) complying with Australian Accounting Standards (including the Australian Accoutiting Intcrpretations) and the Corporations
Regilations 2001 ; and

(b) (e financial report also complies with International Financial Reporting Standards as disclosed in Note 3,

Jalb O ) —

DELO]'!“_(‘E TOUCHE TOHMATSU

Patyick §
Partner {.
Chartcred Accountsnds

Melboume, 2 December 20t0

Lisbilily limited by a scheme approved under Professional Standards Legistation.

Member of Deloilte Touche Tohmalsu Limited



Deloitte Touche Tohmatsu
ABN 74 490 121 060

550 Bourke Street

Melbourne VIC 3000

GPO Box 78

Melbourne VIC 3001 Australia

OX: 1114

Tet: +81 (0} 39671 7000
Fax: +61 (0} 38571 7001
wwaw,. delojtie.com.au

The Board of Directors
REDgroup Retail Pty Limited
Level 19, 8 Exhibition Street
Melbourme VIC 3000

2 Diecember 2010

Dear Board Members
REDgroup Retail Pty Limited

In accordance with se_cfion 307C of the Corporations Act 2ﬁ01, I am pleased to previde the following
declaration of independence to the directors of REDgroup Reétail Pty Limited.

As lead andit partner for the audit of the financial statements of REDgroup Retail Pty Limited for the 52
weeks ended 28 Auguost 2010, T declare that to the best of my knowledge and belief, there have been no
contraventions of! .

(i) the auditor independence requirements of the Corporations Aci 2001 in relation to the audit; and

{i1) any applicable code of professional conduct in relation to the audit.

Yours sincerely

DW l&b (7/\,;/4 v ¢2,,,._.,—~

DELOITTE TOUCHE TOHMATSU

Pal:Pk Mcla /]\?/

Partner
Chartered Accountants

Delofite refers lo one or more of Deloitie Touche Tohmatsu Limited, a UK private company limited by guarantee, and s network of member firms, each of which is a
legally separate and independant entity. Please see wwav.delpile comfaufaboul for 2 detailed description of the legal struzture of Delgille Touche Tohmalsu Limited
and its mamber firms.

Liability limited by a scheme approved under Professional Standards Legislation.

Member of Deloille Toucha Tohmatsu Limited




REDgroup Retail Pty Limited

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE 52 WEEKS ENDED 28 AUGUST 2010

Consolidated
52 weelis ended 52 weeks ended
28 August 29 August
: 2610 2009
MNote $'000 3000
Revenue . 5 - 580,951 648,730
Cost of sales . {346,754) (353,169)
Gross Profit . 234,197 285,561
Other income ’ 5 22,967 27,091
Distribution expenses : (11,469 (12,772}
Sales and marketing expenses ' ) . (1§2,304) {122,780y
Oceupancy expenses i _ 93,666) ’ (97,569)
Administration expeniscs (43,299 (59,123)
Financs costs G (24,082) (20,913)
Other expenses : (135,459) (23,868)
Loss before tax ] {43,015 (14,373)
Income 1ax beneflt / (expense) . 8 645 (370}
Luoss for the period (42,970) {14,743)

Other comprehensive income )

Exchange difterences arisingon : ' ;
ang - g on . : (752) (13

translation of foreign operntions

Total comprehensive income for the (43,722) {14,856)
period '

Loss attributable to: : : _ _ .
Equity holders of the paresit . (42,970 (15,236)
Non-controiling interest . : - 493

Wey T 4743),
Total comprehensive income altributable
[(o '
Equity helders of the parent , (43,722) (15,349)
Nos-controling interest ' - 493
(43,722} {14,856)

Notes to the consolidaied financial statements are included on pages 12-47
-8-




REDgroup Retail Pty Limited

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AT 28 AUGUST 2010
Consolidated
Restated Restated
28 August 29 August 31 August
2010 2009 2008
Note 54000 008 5000
CURRENT ASSETS
Caslyand cash equivalents 15,191 8,764 31,476
Trade and other receivables 11 6,428 13,188 14,263
hiventories 12 110,782 146,269 155,983
Curront tax asset - - 549
Other financial assels ' ia 10 - 229
Other : 13 1,897 2,407 2,044
TOTAL CURRENT ASSETS o 134,308 170,628 205444 .
NON-CURRENT ASSETS
Trade and other receivables - - 600
Other financial assets 14 1,641 ‘ - ’ -
Plant-and equipnient 15 62078 61,967 59,298
Gaaodwill 16 144,349 143,402 F53,663
Other inlangible assets - 17 6,544 5,891 6,150
Deferred tax assets 8 20,347 19,241 17,554
Other . 13 1,227 1,270 1,321
TOTFAL NON-CURRENT ASSETS 235,586 232,771 238,586
TOTAL ASSETS _ 369,804 403,399 444,030
CURRENT LIABILITIES
Trade and other payables 18 80,056 83,6498 106,433
Other financial liabilities 19 43 938 -
Borrowings 23 105,769 56,852 45,236
Cutrentfax payables : 523 2,010 3,415
Provisions 21 7,700 8,960 10,381
Other : - 29 13,406 17,836 16,056
TOTAL CURRENT LIABILITIES - 207497 164,300 179,521
NON CURRENT LIABILITIES _
Trade and-other jjayables i8 - 1,584 11,679
Bortrowings 23 103,601 136,984 119,067
Provisions 21 3,561 5484 6,125
Other . 20 18,311 15,544 12,167
TO:TAL NON-CURRENT LIBILITIES 125,473 159,596 149,038
TOTAL LIABILITIES 332,970 323,8% 328,559
NET ASSETS 36,924 79,503 115471
EQUITY
Issued capilal 26 73,493 72,302 46,812
Reserves . 25 1,313 2,113 45,121
Retained carmnings ‘ 2 (37.882) 5,088 23,129
36,924 79,503 115,062

Non-controliing interest B - - 409
TOTAL EQUITY 36,924 79,503 115,471

Notes to the consolidated Jinancial statements are included on pages 12-47
-9-




REDgroup Retail Pty Limited

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE 52 WEEKS ENDED 28 AUGUST 2010

Consolidated

Balance at 31 August 2008

Eftect of change in accounting
policy Tor francliise income

- (note 3{d)} :
As restated

Profit /(loss) for the-périod

Exchange differénces-arising on
translation of forcign operations

Tolal compréhensive fifcorie for
the period
Tssue of shiares

Isswedt copital bought back and
cancelled

Equity-sctiled bencfits

Adjustment against equity for
acquHring minority interest

Repayment of sharéhelder loan
Balance at 29 August 2015,9

Loss for the period

Excliange differences arising on
translation of foreign operations

Tatal comprehensive income for
the period

issuc of sharcs

Equity-settied benefits
Balance at 28 August 2010

Issued Foveign Financial  Employee Retained Non— Total
Capital Currency Equity Equity Earnings  Controlling
“Translation Reserve Benefits Interest
Reserve Reserve
5000 34000 5000 34000 5000 $°000 54000
46,812 1,797 42,851 473 24,370 409 116,712
- - - - {1,241} - (1,241)
46,812 1,797 42,851 473 23,129 409 15474
- - - - {}5,236) 493 {1 @:I','743)
- 13 - - - - (113)
- (113} - - (15,236} 493 {14,856}
27,000 - - - - - 27,080
(1,510) - - - (1,361) - {2,871)
- - - {(44) - - {44)
- - - - (1.444) £902) (2,346)
- - (42,851) . - - (42850
72,302 1,684 - 419 5,058 . 79,503
- - - - {42,970} - (42,970)
- (752} - - - - (752)
. (752) - (42970) - @372
1,i91 - - - - - 1,191
- - - (48) - - (48)
73,493 932 . 381 (37,382) - 36,924
.

Notes o the consolidated finaneial statements are inclided on pages 12-47

-10-




REDgroup Retail Pty Limited

CONSOLIDATED STATEMENT OF CASH FLOW
FOR THE 52 WEEKS ENDED 28 AUGUST 2010

Cash Flows From Operating Activities

Receipts from custonmers
Tayments to suppliers and employces

Cash generated from operations

Interest paid
Income kax refund / {paid)

Net crish provided by eperating activities
Cash Flows From Investing Aetivities

Interest reesived

Paymeyit for investinents

Payment for property, plant and equipment
Payment for intangible assets

Praceeds from sale of business

Net cash (used in)provided by investing
activities

Cash Flows From Financing Activities

Proceeds from revolving working capital
facHity .
Repayment of revolving werking capital
facility

Proceeds from borrowings

Repayment of borrowings

Repayment of sharcholder funds
Proceeds from issue of debt securities
Proceeds from share issue

Payment for share buy-back

Net cash used in financing activities

Effects of cxchange rate changes on lcash

Not _Inc:'ensc/ {Deerease) In Cash Held
Cagh and cash equivalents at the beginning of
the period

Cash and cash equivalents at the end of
the year .

Notes to the consolidated financial statements are included on pages 12-47

Consolidnated
52 weels endled 52 weels ended
28 August 29 August
2010 2009
Note $4000 $'000
603,889 672,730
(581,507) {650,544
22,382 22,186
(8.441) (7,483)
(1,651) 705
32(b) 12,290 15408
283 660
2,103 (20,067T)
(13,897) {17,084)
- 270) (1,775)
2,158 5,287
(13,829) (32,979)
226,038 183,940
{204,513) (189,592)
- 25,245
(13,295) {25,593)
-- (105,000)
- 81,000
- 27,000
- (2,871)
8,230 {5,871)
63 {188)
6,754 {23,630}
8,033 31476
32(a) 14,722 8,033

T




REDgroup Retail Pty Limited |

NOTES TO THE FINANCIAL STATEMENTS.

1. GENERAL INFORMATION

REDgroup Retail Piy Ltd is 1 company domiciled in Australia. The address of the Company’s registered office is Ie’vel 19, § Exhibition
Strest, Melbourne, Vic 3000. The consolidated financial statements of REDgroup Retail as at and for the 52 weeks cnded 28 August
2010 comprise the Company and its subsidiaries (together referred o as "the Groug” and individually as "Group entities"), The Group
fs primarily involved in the retail sale of books and othier entertaimment media and the operation ol newsagencies

2. A—'DOPTJO_N-OF NEW AND REVISED ACCOUNTING STANDARDS

In thie qurrent year, the company: has adopted alf of the new and revised Standards aind Interprefations-issued by the Australiain
Accounting Standards Board (thie AASE) that arc relevant to its operations and effective forthe current-annual reporting pericd, The
compatiy hos also adoptcd the following Standards as listed below, which only impacted on the compairy’s fiimncial statements with
respect o disclosuie:

AASE 101 *Presentation of Financial Statements® (revised September 2007)

The conpany has also adopted the following new and revised Standards and Interpretations as: listed.below,. viliteh have not impacted
- {ht gmounts Teporied v these financial statements bul may affect the accounting For future Transattions or arangenvents:

AASB 3 Business Combimations

AASB 127 Consolidated and Separate Financial Statements
Anenidments to AASB 128 Investments in Associates
Anmendments to AASB 138 Intangible Assets

LR TSNt I

or-Associate

-]

AASB 123 Borrowiiig Cosis

®

Liguidation

Inetpretation 16 Hedges of a Net fnvestment in a Foreign Gperation
Intcrprotation 17 Ristribution of Non-Cash Assels to Gwners
Interprétation 18 Transfers of Assets from Customers

& 8 & °

. Al-the date of authiorisation of the financial report, a number of Standards and Interpretations were an issue but niot yet effeetive:

AASB-2009-5 Further amendments to Australion Accounting Standards
afsing from the Auinual Improvements Project
AASB 2009-8 Amendments lo Austratian Accounting Standards - Gmup
Cash-Seitled Share-based Payment Transactions
“AASE 2009-10 Amendments io Ausiralian Accounting Standards -
Classification of Rights Issues
AASB 124 Related Party Disclosures (revised December 2009), AASB
2009-12 Amendmenis to Australlan Accounting Standards
AASE 9 Finaneidal Instriaments, AASD 2009-1 Amendmenis 1o Australian
Accoanting Standards arising from AASB ¢

AASR 2009-14 Amendments to Austrabian Interpretation — Prepayments of

a Minhmun Fundhig Requirement
Interpretation 19 Extinguishing Financial Liabilities with Equity

~ Instruments
AASE 1053 Applicalion of Tiers of Ausiratian Accounting Standards and
AASB 2010-2 Amendmeats to Australian Accounting Standards arising
from Reduced Disclosure Requirements
AASB 2010-3 Amendments to Australian Accounting Standards arising
from the Anawial Improvements Project
AASB 2010-4 Further Amendments to Ausiratinn Accounting Standards
avising from the Anval Improvements Project

The direetors anticipate that the adoption of these Standards and Tnlerpretations which are relevant to the company in fuure periods

AASB 2008-7 Amendments 1o Australian Accounting Standards — Cost of an Investment in a Subsidiary, lointly Controlled Entity
AASR2008-1 Amendmentsto Australinn Accounting Standards — Share-based Payments: Vesting Conditions and Cancellations
AASB 2008-2 Amendments to Ausiralian Accounting Standards — Puttable Financial Instruniemts. and Obligations Arising on

AASB 2008:8 Amendments to Australian Accounting Standards — Eligibie Hedped ltems

Effective for atnisal réporting periois -

‘beginning on or after | Janvary 2010

Effeclive for annval reporting periods
beginning oi or after T January 2010
Effcetive tor annual reporting pesiods
heginning.on or after 1 Febiuaey 2010
Effective tor annual reporting periods
beghining on or after 1 January 2011

- Effective for annual repoiting periods

heginning on or afeer 1 Fariwary 2013
Effective for anmtal ¥eporting poriods
beginning onor afler 1 January 2011
Effective for anmual reporting periods
beginning dn or after 1 July 2010
Effeetive for annual reporting periods
beginning on or afer 1 July 2013

Effective for annual reporting periods
beginning on or after 1 July 2610
Effective for annual reporting

periods beginning on or afler 1 fuly 2011

will have no material impacst on the financial statements of REDgroup Retail Pty Limiled.

S12.




REDgroup Retail Pty Limited

NOTES TO THE FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES

{a) Statement of compliance

These financial statements are general purpose (inancial statements which have been prepared in accordance with the Corporations Act
2001, Accounting Standards and Iterpretations, and comply with other requirements ol the law.

The financial stalements comprise (he consolidated [inancial statements of the Group.

Accounting Standards include Australian equivalents to Intemational Financial Reporting Standards (*A-IF¥RS”). Compliance with A-
IFRS ensures that the financial statements and notes of the Company and the Group comply with nternational Financial Reperting
Standards (‘IJFR3").

The financial statements were-authorised for issue by the directors on 2nd Devember 2010,
(b} Basis of preparation

The tinaneial report has been prepared on the basis of historical cost, except for the revaluation of certain non-current assets and '
financial instruments. Cost is based onthe fair values of the consideration given in exchange for assets. AH amownts are presentedl in
Australian dollars, unless otherwise noted.

The Conpany isa company of the kind referred to in ASIC Class Order 98/0100, dated 10 July 1998, and in accordance with that Class
Order ansounts in the financinl report are roiinded off to the nearest thousand dollars, unless otherwise stated,

Going concern

The directors have prepared the financial statersents on a going concern basis. No nedjustients have been made Lo the {inancial report
relating to the recoverabilily and classification of the assets carrying anvounls or classification of liabilities thal might be necessary
shoull the group rot continue as a going.concert anl therefore not realise its assets and extingtiish its liabilities in the noral course of
business and at amounts stated in the financial statements.

As per note 23 to the financhid statements, the group has exteral debt of §105,892k classified as “eurren liabilities™ on the basis that
$28,578k of the debt matures on 15 December 2010 and $77,314k of the debt malures on 31 December 2010, Conscquently the group
is in @ net current Hability position of $73,18% at 28 August 2010.

The aroup recorded a net loss after tax-of $42,970k for the year ended 28 August 2010 and breached covenants at Aughist and
November 2010 under the existing external clebt facilities. The group was granted a waiver of ils breached covenants in each case
subjeet to 3 conditions including additional undertakings none of which are financial in nature.

‘The Group has successluily completed negotiations to refinance-all external debt-and a new senior [acilities agreement with new
lenders was signed priov to the approval of these financial statements. These new facilitics have a term of two years and are sufficient
{o repay all existing external debts of the Group on or before the agreed repayment dates. In addition, these new facilities provide
farther additional funding in erder to suppost the business plans of the Board and Managziment for the foresceable future.

The directors have prepared detailed profit and cash Torecasts for the Group for 12 months ending 27 August 2011 and in oulline
‘thereafter. They have applied a number of sensitivitiesto these forecasts and these show hat the Group is able to operale suecessfully
within its new facilities for the foresecable furture.

Accordingly, the Directors consider that the business will continue in operation for the foreseeabie future and accordingly it s
appropriate to prepare {he financial report on a going concern basis.

{¢) Basis of consolidation

The consolidated financial statements are prepared by combining the financial statements of all the entities that comprise the
consolidated entity, being the company ((he pareni entity) and its subsidiaries as defined in Accounting Standard AASB 127
*Consolidited and Separate Financial Statements’. Consistent accounting policies are employed in the preparation and presentation of
the consolidated financial slatements.

On acquisition, the assets, fabilities and contingent liabilitics of @ subsidiary are measured al their fair values at the date of acquisition.
Any excess of the cosl of acquisition over the fair vatues of the identifiable nel assels acquived is recognised as goodwill. 1, after
reassessment, (he fair value of the identifiable net assets acquired exceeds the cost of acquisilion, the deficiency is eredited to profit and
toss in {he period, ol acquisition.
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REDgroup Retail Pty Limited

NOTES TO THE FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (continned)

The interest of minority sharcholders is staled at the minority’s proportion of the far values of the assets and liabilities recognised.
¥ s prop 2 >

The consolidated financial statemcats include the information and results of each subsidiary from the date-on which the company
obtains control and until such time as the company ceases {o conlrol such an entity. '

I preparing the consolidated financial statements, all intercompany balances and transactions, and unreatised. profits arising within the
consclidated entity are eliminated in full.

. Kd) Change in sccounting policies

During the year, the Group changed the recognition of franchise lcensg fee income 1o defer recoghition everthe period of the license
agreciient. Previously revenue was recognised upfront upon entering the agreeriieit. The ehange in accounting frolicy has been
retrospeciively applied to prior periods to matcl the ravenue withthe obligation to provide trademarks and branding to franchisegs, The
current year impact of the adjustment increased deferred income i other liabilities $1,152k (2009: $1,241K} aud increased other
“inconig $99k (2009: $16k reduction).

{e) Toreign currencles

The individiral financial statements of each group entily -arc presented in the currency of the primaty eeonomig-environingnt in which
the ¢ntity operates (its functional clitrency). For the purpose of the.consolidated financiat:statemients, the results and financial position
of each group entity are expressed in Australian dollars (*5), which is the functional cirrency of the Company and the presentation
éuirrency Tor the consolidated financial stutements, ’ ‘

B préparing the finaacial statements of the individual entitics, transaction in eytrencies otfier thidn the ghtity’ s Tunctional eurrency
(foreign currehcies) are recognised at the rates of exchanpe prevailing at the dates of tlie transactions. Atthe end of each reporting
period, monetary items denominated in foreign currencies are retranslated af the rates prevailing ot {hat date; Non-monetary items
carfied at fair value that are denominated in foreign cutrencies arg retranslated atthe rates prevalling at the date when the fait value was
determined. Non-mongtary items that are measured in terms of higtorical cost in a foréign.curroncy arg not retranslated.

For the purpose of presenting consolidated Onaneial statements, the assets and {iabilities of the Group's foreign operations are
expressed in Australian dollars using exchange rales prevailing al the end of the-teporting patipd. Income and expense itenis are
translated at the average exchange rates for the pericd, unless exchange rates fluctuated. significantly during thal period, in which case
the sxchange rates at the dales of the transactions are used, Exchange differences-arising, if asty, are recognised in other comprehensive
income and accuinulated in equity {nitributed to nou-controlling interests as appropriate).

() Borrowing costs
Torrowing costs incurred in conneclion with the arrangement of borrowings are deferred and amortised over the term of the bomowing,
(g) Business combinations

Acquisitions of subsidiaries and businesses are accounted for using the acquisition method. The consideration for each acquisition is
measurcd at the aggregate of the fair values (al the date of exehangs) of assets given, liabilities inenrred or assumed, and equity
instruments issued by the Gsoup in exchange for contrat of the acquiree. Acquisition-related.costs are recognised in profit or loss as
incurred. o :

Where applicable, the consideration for the acquisition includes any assel or lability resulting from a contingent constderation
arrangement, measured al its acguisiticn-date fair value, Subsequent changes jn sueh fair values are adjusted against the cost of
acquisition where they qualify as measwreméni period adjushments {see below). All other subsequent chinges in the fair value of
comdingent consideration classified as an asset or liability are accounted for in acgortfance with relevant Standlards. Contingent
consideration adjustments for business combinations aseurring pre 30 August 2009 arc adjusted against goodwill and post 30 August
2009 are adjusled against profit or Joss. Changes in the fair value of contingent cansideration ¢lassified as eguity are nol recognised.

Where 2 business combination s achieved in stages, the Group’s previously held interests in the acquired entity are remeasured to fair
value at the acquisiiion date (e, the date the Group attains control} and the resulting gain ot loss, it any, is recognised in piofit or loss.
Awmounts arising from interesls in the acquiree prior to the acquisition date that have previously been recognised in-other
camprehensive income aie reclnssified to profil or loss, where such treatment would b appropriate if that interest were disposed of.
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REDgroup Retail Pty Limited

NOTES TO THE FINANCIAL STATEMENTS

3, SIGNIFICANT ACCOUNTING POLICIES (contimlc(l)

The acquire’s identifiable assets, liabilities and contingent fiabililies that meet the conditions for recopgnition under AASB 3{2008) arc
recognised at their fair value at the acquisition date, except that:

o deferred tax assets or liabilities and Habilities or nssels related to employee benefit arrangements are recognised and measured in
accordance with AASB 112 fucome Taxes and AASB 119 Employee Benefits respectively; ’

o Jiabilities or equity instruments related to-the replacement by the Group of an acquiree’s share based payment awards are
measured in accordance with AASB 2 Share-based Paymenr; and

o assets (or disposal groups) thatare classified as held for sale in accordance with AASB 3 Noncurrent Assels Held for Sale and

Discontinieed Operations are measured in accordance with that Standaid.

Ifthe initial accounting for a business combination is incomplete by the end of the veporting period in which the:combination occurs,
the Group reports provisional amounts for thé items for which the accounting is incomplete. Those provisional atounts ate adjusted
during the measurement period {seg belaw), or additionat assets or liabilitics are recognised, to.reflect new Information obtained about
facts and circeimsiances thal existed s of fic acquisition datc that; if known, wonld have affected the amounts recognised as-of that
date,

The meastrement peried is the period from the daté of acquisition to the date the Group obtains complete information about facts and
circumstances-that existed as of the acquisilion date —and is subjeci to a maximum of one year.

(h) Cash-and eash equivalents

Cash comprises cash on hand and demand dejosits. Cash equivalents are shori-term, highly liquid investments that are readily
convertible 1o known amounts of cash and which arc subjeet to an insignificant risk of changes in value.

Bank overdrafls are shows within botrowiings in current liabilities in the balance sheet.

(i} Derivative financial instruments

The Group enters into a variety of derivative finaneial instruments lo manage its exposwre to interes] rate and foreign exchange rate
risk, including foreign exchange lorward contracts.and inlterest rate swaps.

Derivatives are injtially recognised at fair value at the date the derivative contract is chicred into and are subsequently remeasured to
their fair value at-the end of each reparting period. The resulting gain or loss is recognised in profit or loss immediately.
(i) Employec benefils '

A liability is tade for benefits accruing to employees in respect ol wages and salarics, annual leave, long service leave, and bonuses
when it is probable that settlement will be required and they arc capable of being measured reliably.

Liabilities made in respect of smiployee benefits expected to be settled within 12 months, are measured af their nominal values using
the remuneralion rate expected to apply at the time of selifement,

Liabititics made in respest of employee benefits whick are not expected o be seitled within 12 months are measured as the present
value of the estimated future cash outflows to be made by the consolidated entity in respeet of services provided by employecs up to
reporling date.

Defined eontribution pians

Contributions 1o defined contributien superannnation plans are expensed when employees have rendered service entilling theim to the
coniribuiions.

(k) Financial assets

Al financial assets are recognised and derecogised on trade date where the purchase or sale of a financial assei is uhder 2 conteact -
whose ierms require delivery of the financial asset within the timeframe estabilished by the market concerned, and are witially
measured al fair value, plus transaction costs. S

Financial asseis arc classified into the following specified categorics: “held-to-maturity” investments, “available-for-sale” (AFS)
financial assets and “toans and receivables®, The classification depends on the natore and purpose of the financial assets and is
determined at the time of initial recognition.




REDgroup Retail Pty Limited

NOTES TO THE FINANCIAL STATEMENTS
3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Effective interest method

Fhe effective interest method is a methed of talcutating the amortised cost of a debt instrument and of allocating infcrest income over
the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash receipts through the expected life
of the debt instrument, or {where appropriate) a shorler period.

Held-to-maturity investinents

Held-to-maturity investmenls are measored a4t amortised cost using the effective interest method less any impainment, with revenue
recognised on an effective yield basis.

Available for sale {AFS) financial asséis

The Group has investments in unlisted shares {hat are not trided jis an agtive nyirket but thit-dre classified as AFS financial assets and
stated at cost (because the directots consider thil Fair value cainot be rellal)ly mcasnrcd) The investments will be-tested for impairment
whenever {here is an indication that the asset-may be impaired. An impaitment loss is recognised irmmediately in profit or loss..
Dividends on AFS, c'quity insiruments are recognised in profil-or loss when the Group’sright to receive the dividends is established.

Loans and recetvables

Trade receivables, loans and other receivables are retorded at afhorlised cost less impairinent.
() Tinancial liabilities and eqwity instruments issued by fhe Group

Classification as debi or eguity

Prebt and equity instruments are classified as either financial liabilitics or as equily in accordance with the substance of the contractual
arrangenent.

Equity instruineits

An eguity instrument is any contract that evidences a residual interestin the asseis of an cniil)f-aﬂcr-dcduci‘ing all of its habilities.
Equity instruments issued by the Group are recopiiised as the-proceeds arc reegived, net of direct issue costs.

Other financial linbilities

Other financial liabilitics, including borrowings, are initially measured at fair value, net.of transaction costs.

Subsequent 1o inftial recognition, other financial liabilities are measured af amortised cost with any difference between the initial
recognised amount and the redemption valus bging iccogmsed in profit or loss over the period of the liability using the effective

interest rate method.

Interest and dividends

Interest and dividends are classified as expeiises or a5 distributions of profit consistent with the bdlance sheet classification of the
related debt or equity instriments or component parts of compound instruments.

{m)Goods and services tax

Revenues, expenses and assets are recognised net of the-amonnt of goods and services tax (GST), except:

i, - where the amout of GST incurred is not recoverable from the taxation authority; # is recognised aspart of the cost of acquisition
ol an asset or as part of an item of expense; or

ii.  for reccivables and payables which are recoguised inclusive of GST.

The net amount of GST recoverable from, or payable to, the taxation authority is included as part of receivables or payables,

Cash flows are included in the cash flow statement on a gross basis. The GST component of cash flows arising from investing and
financing activities which is recoverable from, or payable Lo, the taxation authority is classifiéd as operating cash lows.
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REDgroup Retail Pty Limited

NOTES TO THE FINANCIAL STATEMENTS
3. SIGNIFICANT ACCOUNTING POLICIES (continued)

(n) Goodwill
Goodwill nequired pre 30 August 2069

Goodwill acquived ina business combination is initially measurcd at its cost, being Ihe excess of the cost of the business combination
over the Growp’s interest In the net fair vatue of the identifiable asscts, liabitities and contingent liabilitics recognised at the date of the
acquisition,

Goodwill s subsequently measured at its eost less any accumulated impairment Josses,

For the pitrpose of impairment testing, goodwill is allocaled {o each of the Group's cash-generating units. Cash-generating wtits or
groups of cash-generating units to which goodwill has been allocated are tested for impairment annually, or more frequently if events
or changes in circimstances indicate thal goddwill might be impaired. :

If the recoverable amgunt of the cash-generating unit (or group of cash-generating units) is less than tie carrying amount of the cash-
generating unit (or groups of cash-generating units), the impainment loss is alfocated first 1o reduce the carrying amount of any
goodwill alloeated to the cash-generating unit {or groups of cash-generating units) and then to the other assels of the cash penerating
unit for cash-genciating tnits), An impairnient foss recognised for goodwill is recognised immediately in profit.or loss and is nat
reversed in 4 subseduent periad,

On digposal of an operation within a cash-generating unit, the attribulable ameunt of goodhitl is included in the determination of the
profit or loss on disposal of ihe operation.

Goodwill acquired post 30 Angust 2009

Goodwill arising in a business combination is recognised as an asset at the date that control is acquived (the acquisition date). Goodwill
s measured as the excess of ihe sum of the consideration transferred, the amount of any nan-controlling intergsts in the acquiree, and
tive fair value of the acquirer’s proviousiy held equity interest in the acquiree (if nny) over the net of the acquisition-date amounts of the
jdentifiable assets acquired and the Liabilities assumed. :

I, after reassessment, the Company®s interest in the fair vaiue of the acquirec’s identitiable net assets exeeeds the sum of the
consideration lransferred, the amount of any non-controlling intcrests in the acquiree-and {he fair value of the nequirer’s previonsly
held equity interest in the acquiree (if any), the excess is recognised immeciately in profit or loss s a bargain purchase gain.

Goodwill js not amortised but is reviewed for impainment o least annually, For the purpose of impairntent testing, goodwill is allocated
1o each of fhe Company's cashi-generating units expected to benefit from {he synergies of the combination. Cash-generating units to
which goodwilk has been allocaled are tested for impairment ammally, or more frequently when there is an indication thai the cash-
generating uiit may be impaired. 16 the recoverable amount of the cash-generating unit is less than its carrying amount, Ibe impairment
loss is allocated first Lo reduce the carrying amount of any goodwill allocated to the wnil and then to the other assets of the unit pro-rata
on the basis of'the earrying amount of each asset in the unit. An impairment loss recognised for goodwill is nol reversed in a
subsequent period. ’

On disposal of a subsidiary, the attribuiable amount of goodwilt is included in the determination of the profit or loss on disposal.

{0) Impairment of tangible and intangible assets excluding goodwill

At the end of cach reporting period, the Group reviews the carrying amounts of its tangible and intangible assets to derermine whether
there is any indication that ihose asscts have suffered an impairment loss. IF any such indication exists, the recoverable amount of the
asset is estimated in order to determine the extent of the impairment Joss (ifany). Where it is not possible to estimale (he yecoverable
aumount of an individual asset, tie Group cstimates the recoverable amount of the cash-generaling unit to which the asses belongs.

Intangible assels with indefinite useful lives and intangible assets not yel available for use are tesicd for impairment at least annually,
and whenever tliere is an indicalion that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. ln asscssing value in use, the estimated future cash
flows are disconnted to their present value using a pre-tax discount rate that reflects eurrent markef assessments of the time value of
money and the risks specific 1o the assel for which the estimates of Miture cash Aows have not been adjusted.

1§ the recoverable amouns of an asset (or cash-generating vnit) is estimated 1o be less tha its carrying amount, the carrying amount of
’ 0 + . - . - . + - . - -

tlhe asset (or cash-generating umit} is reduced to its recoverable amounl, An impairment loss is recognised mmmediatety in profit or loss,
unless the relevant assel is carried al @ revalued amount, in which case the impairment Joss is treated as a revaluation decrease.
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REDgroup Retail Pty Limited

NOTES TO THE FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

Where-an krpairment loss subsequently reverses, the carrying amount of the asset (er cash-generating unit) is increased to the revised
estimate of its recoverable amount, but so (hat the increased carrying amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognised for the asset {or cash-gencrating unit) in prior yeass. A reversal of an
impairiment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which case the
reversal of the impairment loss is treated as a revaloation increase.

(p) Income fax
Current tax

Current tax is caleulnted by reference to the antount of income taxes payable orrecoverable in rospect of the taxable prefil or tax loss
for the period. Tt is-calculated using iax tates and tax laws that:have been enacted or substantively enacted by reporting date. Currént
tax for current and- prior periods isrecognised as a liability (or asset) o the extent that it is unpaid {or refundable).

. Deferred tax

Diéferred tax i§ accounted fof ysing the comprehensive balance shect liability method i respect of temporary ditferences arising from
differences berveen the carryhig amount of assets and Habilities. in the financial:statements and the corresponding lax base of those
items, . :

In prineiple, defered tax fiabilitics are recognised for all taxable temporary differences, Deferred 1ax assets-arc recognised 1o the exient
that it is probable that sufticient taxable anrounts will be available-ngainst which deduetibic lemporary differences or unused tax fossés
and lax offsels can be witised. However, deferred tax-assets and liabilitics are not recopnised it the temporary differences giving rise 1o
thent arise from the injtial recoguition of assets and liabilities (other than as a result of a business combination) which affects neither
taxable incomé nor acéounting profit, Furthermore, a defeired 1ax liabilily is not recognised in relation to taxablo temporary differences
arising from goodwill.

Deferred tax liabilitiés are recognised for taxable temporary differences arising on investments in subsidiaries excepl where the
consolidated enily is able to controd the reversal of ihe temperary differences and it is probable that the temputdry differences will not
veverse in the foresceable future. Deferred 1ax assets arising from deductible temporary differences asseciated with these investinents
are onty recognised 1o the extent that 1tis probable that there will be suffigient taxable profits against which to utilise the benefits of the
temporary differences and they are txpected to reverse in the foreseenble future.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period(s) witen the assel and lability

giving rise-to themeare realised or settled, based on tax rates Caridd tax laws) that frave been cnactedt or substantively enacted by reporling

date-The measurement of deferred tax Habilities amd -assets reflects the tax consequences that svould-Tollow from the manner in which
" ihe consolidated-enlity expects, at the reporting date, to recover or settle the carrying amount of its asscts and liabilities,

Deferred 1ax assets and. Tabilities are offsct when they relate 1o income taxes levied by the same taxation authority and the Group
intends to settle ilg curtent tax asscts-antd liabilitiés on a net basis.

Current and deferred fax for the peripd

Current and deferced tax is reeognised as an expense or incowie in the income slatement, except when it relates to items credited or
debited directly to equity, in which case the deferred tax is also recognised divectly in equity, or where it arises from the initial
accounting for a business combinafion, in which case it is token into account in the determination of goodwill or excess.

Tax consolidation regime

. REDgroup Retail Pty Lid and its wholly-owned Ausiralian resident enlities are taxed as a single entity pursnant to the tax consolidation
regime. The entities within the Australian tax consolidaied group have entered into a tax sharifig and lunding agreement and a tax
contribukion agreement with REDgroup Retail Pty Lid,

Under the tax shafing and funding agreement the entities in the tax consolidated group agree to pay a fax equivalent amount o

REDgroup Relail Pty Ltd for carrent income lax payable or to receive a tax equivalent amonnt from REDgroup Retail Ply Ltd for

current income tas receivable andfor tax losses. The tax sharing and fimding agreement also provides the method of allocating lax

Jiabilities should REDgroup Retail Pty Lid default on ifs tax payment obligations. The contributions of each entity are determined and

recognised under a group alloeation method based on stand-alone prineiples med essentinlly this method of caleulating thie contribution

tequires the calculalion of income tax expense as if ihe entity had not been o member of the lax consolidated group modified to
~eliminate transactions that would distort the consolidated group tax position. :
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NOTES TO THE FINANCIAL STATEMENTS

3. SIGNIFICANT ACCOUNTING POLICIES (continued)

{q) Intangible assets
Soflsvare assets

Amortisation s calculated on a straight line basis so a5 Lo wrile off the net cost of each soflware assct over its expreted useful lifc to its
cstimated residval value. The estimated useful lives, residual values and amortisation method arc reviewed al the end of each annual
reporting period. :

The following estimated uscful life is used in the caleutation of amortisation:
Softwarc assets 3.5 years

Brand license aprcement

Thie beand license agreement reeogaised by the consolidated group has an indefinite useful life and is not amortised. Bach period, the
uscful life of this assel is reviewed o determine whether evénts and circumstances continue to support an indefinite vseful life
assessment for the assel. Such nssels are 1sted for impairnient as part of the goodwill impainnent assessment,

(rj Inventory

Taventories are valued al the tower of cost and nct realisable value. Costs, meluding an appropriate porfion of fixed and variable
overbead cxpenses, are assigned to inventory on hand by the method most appropriate to each particular class of inventory, with the
majority being valued on an average cost basis. Net realisable value represents the estimated selling price for inventories less all
sstimated costs of completion and costs necessary to make the sale.

(s) Leasing

Leases are classified as finance leases when the terms of the lease transfer substantialy aH the risks and rewards incidental to
ownership of the leased assel o the lessee. All othier leases are classified as operating lcases.

Operating lease payments ars recognised as an expense on a straight-line basis over the lease term, exeepl where another
systemtic basis is more representative of the time pattern in which cconomic benetits fram the leased asset are consumed.
Contingent rentals arising under operating leases arc recognised as an expensein the periad in which they are incurred,

Lease incentives

Tn the event that lease incentives are received lo enter info aperating leases, such incentives are recognised as a liability. The.
aggregate benetlis of incentives arc recognised as a reduction of rental expense on a straight e basis, except where anolher
systematic basis is more representative of the thue pattern in which economic benefils from the leased asset ave consumed.
() Non-curient asseis held for sale

Non-current assets and disposal groups are classified as held for sale in their carrying amount will be recovered principaily
througlt a sale lransaction rathier than through continuing use. "This condition is regarded as met only when the sale is highly
probabte and the asset (or disposal group) is available for immediate sale in its present condition. Management must be
committed to the sale, which should be expecled to qualify for recognition as a completed sale within one year from the date of
classificalion.

Non-cutrent assels (and disposal groups) classified as held for sale dre measured at the tower of their previous carrying amount
and fair value less cosl to scll. :

(u} Plant and eguipment
Plant and equipment is stated at historical cost less accumulated depreciation and any accunudated impairmenl losses.

Depreciation is calculated on a straight-line basis so a5 to wiite off the net cost or other rcvatued amoutt of each assel over its
expecied vseful life 1o its estimated residuat value. Eecasehold improvements are depreciated over the estimated useful life using
the straight line method. The estimated useful lives, residual values and depreciation methods are reviewed at the end of cach
anaual reporting period, with the effect of any changes recognised on a prospective basis.
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NOTES TO THE FINANCIAL STATEMENTS
3. SIGNIFICANT ACCOUNTING POLICIES (continued)

The following estimated useful lives are used in the calenlation of depreciation:

Fixtures, filtings and Ieasehold improvements 6-15 years
Plant and. equipment 5 years
Computer equipment 3 years

The gain or less arising on disposal or retirement of an item of plant and equipment is determrined as the difference betwéen the
sales proceeds-and the carrying amount of the asset and is recognised in profit or loss.

{v} Provisions

Provigions.arg reeognised whei the Gronp has:a present ebligation {legal or conistritctive) osaresult of ajrstevént, it is probable ihat
{lic Grony Wwill be required 1o scttle'the obligation, and a refiable estimate can be made of the-amount of the obligation.

:¥

Thié ampunt recogiised ag'a provision is {hiz biést estimate of the consideration required to -sgtile the present obligation at the end of the
reporting period, taking into account the risks and uncertainties surrounding the ebligation. Where a provision is measured using the
ensh.flows cstimated to seltlo the preseat abligation, its carrying amount is the present value of those cagh flows. ‘

When some-orall of the economic benefits required to scitle a provision are expected fo be recovered [rom & third party, 2 receivable is
~ yeepgnised as anasset ifit is-virtually cortaiit that reimbursement will be reecived and the amount of the receivable can bie measured

reliably. ] . .

Onerous coitracts

Present oblizafions srising antder onerous contracts ave recognised and measured as provisions. An oneraus contragt is considered to
exist where tie Group has a contract under which the unavoidable costs of meeding the obligations under the contract exceud the
cconamic benefits expected to be received wnder it. .

Provision for make goed

A provision for make goed is recognised when there is a present obligation as a result of fit-out construction, iLs probable that an
outflaw of econgsmic benefits will be required to settle the obligation, and the amount of the provision can be measured reliably. The
estimated firtirs obligations include the costs of removing fixtures and fittings, and restoring the affected areas. :

(w) Revente Fecognition

Revenne is measured al the Tair value of the consideration received or receivable. Tiie following specifie recognition criteria
must also bemet before revenue is recognised:

Sale of poods

Revenue from the sale 6f poods is recognised when the Group has transferred 1o the buyer the significant risks and rewards of
ownership of the goods. : '

Sales of goods that result in award credits arc accounted for as multiple clement revenue transactions and the fair vilue of the
consideration received or receivable is allocated between the goods supplied and the loyaity points granted, C

Franchise income

Franchise mianagginent fees dnclude franchise fees and commissian ncome received from Franchisees Lhat js recognised as
services are provided, and franchise joining and renewal fees that is recognised over the life of the franchise agreement.

Bividend and interesi revenug

Dividend revenue from investments is-recognised when the sharcholder’s right 1o receive payment has been established. Interest
revenue is recognised on a time proportionate basis that takes inio account the effective yield on the financial asset.

(x) Share based payments

Equity-setiled share-based payments granted after 7 November 2002 that were unvesied as of | January 2003, are measurcd at fair
vadue af the date of grant. Fair valee is measured by (he use of a Black Scholes model.
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NOTES TO THE FINANCIAL STATEMENTS

3. 'SIGNIFICANT ACCOUNTING POLICIES (continued)

“The fair value determined at the prant date of the equity-setlled share-based payments is expensed on a straight-line basis over the
vesting period, based on the consolidated entily’s estimate of shares that will eventually vest.

Management performance shares have been expensed on a straight line basis, measured al fair value by use of an independent expert.
The fair vatue of equity setiled share based payments arc cxpensed ever the likely vesting period.

4. CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY '

The preparation of the financial statements requires managenyent to make judgements, cstimates and assumptions that affect the

application of accounting holicies and reported-amounts of assets and liabilities, incomes and expenses. Actual results may differ from
these estimates.

Goodwill

Determining whether gopdwilt is impaired requires an estimalion of tie value in use of the cash generating wnits to which poodwwill has
. been allocated. The valug in use caleutation requires the directors to estimate the filure cash lows expecied to arisc ftom the cash-
generating unit and a suitable discount rate. in order to caleulate presemt value. Details of the goodwill impairment calculation are set
out in note 16. ‘ '

Inventory

Net realisable value of inventory represenis the estimated selting price for Inventories less all estimated costs of completion and costs
necessary 1o make the sate, Management applizd the following assumptions in assessing net realisable value: ‘

- Stock tumover
- Stock coverage
- Range of stock
- Obsolescence

During the current year management performed o range reduction thit resvited in a one-off mark down of the discontinued range: Refer
note 7 for furlher details. -

Beferred tax

Deferred tax assets have heen recognised 10the extent that carry forward losses are expeceted to be utilised in the tature.
Deterred tax asscts is a critical accomnting judgsment area.
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4, CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

-Gifl cards

Gift card liability within deferred income is initially recorded at the gross liabifity then adjusted for.estimated breakage.
Historical redemptioi rates on expired cards.are used to determine the cstimated breakage rate. For details on the outstanding
Hability refer note 20.

iShare based paymenis

Eqmt)' cmnpensﬁmu provided: under the share option schome and mansgenient” peribrm‘mcc share scheme requires m'ma;,emem
judgemention the fair value and vesting of instruments under these sehienes. For full defails tefer fo note 27
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5. REVENUE AND OTHER INCOME

Consolidated

2000 2009
S1000 5000
An analysis of the consolidated entily's
revenue for the year is as follows:
Revenue trom sale of goods 580,931 648,730
Other income:
Management fees : 4,662 4,360
Dterest income: .
Bank deposits <. 283 660
Interest on deférred consideration 226 639
Gain on store closure - 2,592
Gain oi disposal of stores 471 1,957
- -Other (i) 17,325 16,883
22,967 27,091
Total revenue and other income 603,918 675,821
{1} Other includes commission iitcome, rental income, supply rebaie income and other ingome.
6. FINANCE COSTS
Consolidated
2010 2009
$000 $000
Interest of bank overdraft and loans T 8,166 6,984
Facility fees ‘ 2,436 3,801
Interest on convertible note . : 13,480 9,121
Other financing expensc - 1,007
24,082 - 20,913

7. LOSSFORTHE PERIOD

Consolidated

2610 2009
$'000 5000
(a) Gains and losses
Loss tor the period has been arived ot after
credifing / {charging) the following gains and
losses:
Nel unrealised Yoreign currency {loss)/ gain 1,Is5 (872)
Fair value (loss) / gain on inleresi rale swaps 217 (401)
iair value (loss) / gain on Fc.xrcign CUTENCY , 638 (765)

torward contract
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7. LOSS FOR THE PERIOD
Consolidated
2010 2009
3600 $4000
{1 Other expenses
L.oss for he period includes the following
expenses:
Cost of sales (i) 346,754 353,169
Depreciation of non-current assets 12,6435 12,770
Awmertisation of intangible assets: 509 923 ;
- Impairment of non-cureit assets. _ 227 1,324 : i
- Impairment of goodwill - ) ' 105 1,561 :
Operating lease rental expenses 81,192 82,497 |
Sataries and wages ' 07477 108,083 y
Post gmp}oymem benefits {defined 6,150 6,252
contribwion plan} :
‘Share based paymenls : (48) (14)

(i) This balance mcludes a one-oll inventory adjustment of $30,3 F7K during the current year resulting from the range reduction of
Porders, Angus & Roberison and Whitcoulls.

g INCOME TAX

Consolidated
2010 2069
5000 $'000
{(a) Income iax recogiised in profit or hoss
Fax expense comprises:
Current tax (benefit) / expense (£3,573) - 2,057
Tax losses nol recognised 14,159 -
Deferred tax expense / {income) relating to the . o
srigination and reversal of temporaty differences (1,106) (1.687)
Other (123) -
Total tax (income) / expense (Gd5) - 370
{h) The prima facic income fax expense /
{benefity on pre-tax accoubting profit / (loss)
reconciles to the income tax expense in the
~ finaneial statements as follows:
Loss from ordinary-activilies ) (43.015) {14,373}
: L ex ¢ cal k %% of
Incmue. tax EXpense ca culaied at 30% of loss (13.085) (4.312)
From ordinary activities ;
ANan- m . : S
T\.on deductible expenses / {non-assessable 319 6,197
income}
Effect of higher / (lower) rales of tax on overseas (10) A
ingonte ’
(Over) / under provision from the prior year (1.651) (1,513
Tax iosses 1ol recognised 14,159 -
Other . i ' {397} .
income tax (beneflil) / expense atiributable to the (645) ) 379

operaling loss
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8, INCOME TAX (continued)

(c) The following tax losses have not
heen brought to account as deferred tax

assels

Tax losses (grass)

(1) Deforred tax assets / {liabilities) arise

from the folowing (tnx effected):

2010
Temporary diffeveiices:
Other

Provisions & accruals
Doubtful debts & impairment losses
Plant & cquipment

Unused tax losses:
Tax losses

2009
Temporary differences:
Other

Provisions & accruals
Doubtful debts & impainuent josses
Plani & equipment

Unusesd tax losses:

Tax losses

Consolidnted
2010 2009
3000 $'000
70,492 22,422
70,492 22,422
Consolidated
Opening Charged io Acquisitions Closing
batance islcome halance
34000 5000 %000 5000
422 {52) : - 370
422 (52) - 370
10,330 1,966 - 12.296
K1 (1o - 26
833 1,423 - 2,276
11,219 3,379 - 14,598
11,641 3,527 - 14,968 -
7,600 (2,221} - 5,379
19,241 1,106 - 20,347
Consolidated
Opening Charged to Acquisitions Closing
halance income balance
5000 $'000 $'000 3000
- 422 - 422
- 422 - 422
14,086 " (3,756) - 10,330
&2 {46} - 36
- 853 - 853
14,168 (2,949) - 11,219
14,168 (2,527 - 11,641
3,386 4,214 7,600
§7,554 1,687 - 19,244
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8. INCOME TAX (confinued)

On 1 hune 2004 the directors elected that REDgroup Retail Pty Limited and its whelly owned Australian subsidiaries would join a tax
consolidated group effective I June 2004, As a result, from that date all income tax expenses, re¥enies, asscls and liabilities of the
Australian entities within the group are recognised i the fnancial statements of the vltimate parent entity, REDgroup Retail Pty
Lishited. Entities within the tax consolidated group bave entered into n tax-sharing agrecment and a tax funding arrangement with the
itead entity. Under the terms of the tox {unding arrangement, REDgroup Retail Py Limited and each of the entities in the tax
consolidated-group has agreéd to pay a tax equivatent payment to or {from the head entily, based on the estimated net taxable income or
loss of the entily and the-current tax rate. Such ameunts-are reflected in amounts reccivable from or payable to-other entities in the-tax
consolidaled group. ’

The-tax sharing agrecment entered into between: membersof the tax-consolidated group provides for the determination of the allocation
of income tax |iabilities between The eritities shopld the head entity default on its tax payment obligations. No amounts have been
recegnised inv the Tinancia) statements in respeetofthis agreement as payment of any amounts unter the {ax sharing-agreement is
considered remole. '

9, KEY MANAGEMENT PERSONNEL COMPENSATION

The directors and other members of key managenient personnel of REDgroup Retail Ply Limited during the year were:

Directors .

R. Walker : Chairman (Resigaed 3 1/08/10)
R. Gardell Non Executive Direclor

8. Cain Chainnan

W. Laurcat
1, Fenlon
T. Ristevski

Executives

J. Gauder-
J. Webber
P. Kalan

Short term employee benefits
Postsemployment benefiis
Share-based payments

10, AUDITOR REMUNERATION

Auditor of the parent cuntity
Audit or review of the financial report
Preparation of the dax return

Other non-andit services

Non Executive Divector (Resigied 24/11/09)

Group Managing Dircctor (Resigned 4/11/10)
Chief Tinatcial ORicer

Managing Director (Australia)
Managing Director (Business Development)
Managing Director (New Zeatand)

Consolidated
2010 200
5 §
3,642,893 2,216,470
91,195 315,926
4,187 - 149,620
3,738,275 2,682,016
Consolidated
2080 2009
- 8
324,042 442,115
170,211 220,984
772,302 2,011,076
1,267,255 2,680,175
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10. AUDITOR REMUNERATION (continued)

Other auditors

Audit or review of the lnancial report

Other non-audit services

The auditor of REDgroup Retail Pty Limited is Deloitte Touglic T'ohmatsy.

11, CURRENT TRADE AND OTHER RECEIVABLES

Trade receivables
Allowance for doubtiul debts

Landlord receivables
Loans to franchisees
Deferved settlement
Other receivables

Allowanee For impairment of deubiful debts

Consolidated
2010 2009
$ 5
- 156,753
- 14,167
- 170,920
Caonsolidated
2010 2009
$4000 £4000
6,640 10,567
{849) (764)
3,791 9,803
- 1,100
304 - 763
- 600
333 922
6,428 13,158

Trade receivables are non-interest bearing and arc generalty o 30 day terms. A provision for impairment is recognised when there is
objeclive evidence thai an individual tradefother reccivable is impaired. An impairment loss of $402k for trade receivables (200%:
$435k), $NIL for other receivables (2009: $NIL) lias been recognised by the Group in the carrant year, These amounts have been

ineluded inn other expenses.

Movements in the provision for impairment loss i respect of trade receivables were as follows:

At tlse start of the year
Charge for the year
Awnounts written off
Write backs for the year

At the end of the year

At the end of he year, the ageing analysis of trade reccivables past due but yot impaired is as follows:

Past due {<30) days
Past due (30-60) days
Past dae (60-90) days.
Past due (=>90) days

Total

Consolidated
2010 2009
3000 $oo0
(764) (384)
(402) - (435)
20 253
291 -
(849} (764)
Consplidated
2010 2009
5000 §000
1,097 1,218
740 583
368 S 323
1,171 1,709
3,376 3,835

There have been no renegotiations that have hact an impact on the ageing analysis of trade receivables past due bul not impaired.
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At year end, the ageing analysis ol'impaired trade reccivables is as follows:

Consolidated

2010 2002

54000 000
Past due (<30) days 2 22
Fast due (30-60} days 15 -
Past due (60-90) days 23 -
Past-due (>90) days 809 742
Total 849 764

Tair value and credit risk ) :
Duwre (g {he shorl terni nature of these receivables, their carrying value is assurbed 10 approximate to their fair valué. The maxifum
exposure to-eredif risk is the carrying value of receivables. The Group does not hold any collateral over these balances,

12, INVENTORIES

_ Consolidated
2010 2009
5600 000
Finished goods: _
At cost 97,134 103,717
Al nélvealizable valie ‘ 13,648 . 42,532
110,782 146,209
13, OTHER ASSETS
‘Conselidated
‘ 2010 2009
i 000 , §'000
Current ) .
Prepayments ) 1,897 2,407
: 1,897 2,407
Non-current )
Becurity deposit 1,227 . 1,270
1,227 1,270
14. OTHER FINANCIAL ASSETS
Consolidated
2000 2009
$4000 4000
Financial assets carried at fair value
through profit or loss (FVTPL)
Interest rate swap 10 -
10 -
Available-Tor-sale investments - ]
Shares in Kobb Inc (i} 1,041 -
]3041 o il
1051 -

- (i) The Group holds 4% of the oidinary share capital of Kobo lne, 2 company incorporated in Canada and engaged in providing
downioadable eContent including eBooks. Shares in Kebo Inc are carried at cost as the equity instroments'do not have a quoted
“markel price in an attive markel and the fair value cannot be measured reliably.
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15. PLANT AND EQUIPMENT

2010

Gross carrying amount

Balance at 29 August 2009

Additions

Transfers

Disposals

Net foreign currency exchange differences
Balance at 28 August 2010

Accumulated depreciation

Balance at 29 August 2009

Disposals

Depreciation expense

Tapairment

Met foreign currency exchange differences
Balance at 28 August 2410

2009

Gross carrying amount

Balance at 30 August 2008

Additions

Disposals

Transfers

Net foreign currency cxchange differences
Balance at 29 Aupust 2002

Aceumulated depreciation
Balance at 30 August 2008
Disposals
 Depreciation expense
fmpairment
Net foreign currency exchange differences
Rakance at 29 August 2002

Net book value
© A128 August 2010

At 29 August 2009

Consolidated
Fixtnres, Office Computer Capital TOTAL
Fittings & Equipment Equipment Waorlcin
Leasehold Progress
Improvements :
§'000 $4000 $000 5600 3000
83,191 4,740 8,698 1,346 97,975
7,996 263 3,821 1,942 14,022
- 090 - - (690} ' -
(2,732) 47y (299) - (3,078)
(436) (22) . {56) {6} {520}
88,709 4,934 12,164 2,592 108,399
29,884 1,510 4,617, - 36,608
{2,062} (43) {180) - {2,285)
9,823 783 2,039 - 12,643
220 - - - 220
(214) (17) (36) - (267)
37,648 2,233 6,440 - 46,321
72,316 3,515 4,880 2,843 83,554
11,18} 1,311 4,592 - 17,084
(1.887) (903 (779) - (2,756)
1,505 - - (1,505) -
76 4 5 8 93
83,131 4,740 8,698 1,346 97,975
20,073 787 3,393 - 24,255
(731) (58 (1,513) - (2,302}
9,252 782 2,737 - 12,774
1,318 6 - - 1,324
(32) ) @ - 1Y)
29,881 1,518 4,617 - 36,007
51,061 2,701 5,724 2,592 62,078
53,310 3,230 4,081 1,346 61,967
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16, GOODWILL

Consotidtated
$f000
Gross earrying amount
Balanec at 30 Augnst 2008 _ 153,663
Amounlt recognised from business .
o . 1,243
combinalions ‘
Amouitt derecopmnised on disposal of stores ’ {487)
Derecognition of goodwill on deferred :
iy (9,458)
acquisition paymeni
Balance al 29 August 2009 144,963
Amgunt recogniscd from business
R _ 830
combinations ‘
Adjunstment to goodwill for deferred : 337
acquisition payment
Balance at 28 Augusl 2010 : 146,015
Accunmuiated impairiment losses
Balance at 30 August 2003 -
Impairment losses for the year ) - {1,561}
Balance at 29 August 2009 {1,561}
Tmpairmerit losses for he year k (105}
Balance at 28 August 2010 ' {1,666}
Net hool value
At the begiuning of the financial year . . ) 143,402
At the end of the financial year {44,349
During the previous financial year, the Group recorded an imprairment associnted with the Group's newsagency network.
Allocation of goodwill to eash generating wnits
Gooduwill has been allocated for impairment (esting purposes to the cash-geficrating units as follows:
Caonsoligated
2010 2009
5000 - 5000
Operations in Australia and Singapore 67,195 67,195
Operations in New Zealand ’ 311175 57,175
Speciality Retail ' 19,979 19,032
144,349 143,402

The recoverable amount of a cash generating unit is determined basedl on a value {n-use calenlation which uses cash flow projeciions
‘based on financial hudgels approved by management covering a one year perjod, Discount factars of §1,92% (2009 10.21% -
Australian operations) and 11.92% (2009: 10.21% - New Zealand operations) were applied in the value in use model. Cash flows
eyond the one year period have been extrapolated using a steady growth rale equivatent of 3% CP1 based on the Reserve Bank of
Australia and Reserve Bank of New Zeatand largel inflation rates (2009: 3%) The growth rate used does not exceed the long term
average growlb rate for the market i which the cash generating unit operates, Cash flow for businesses with major expansion plans
hinve been based on the 3-5 year growith projection for those businesses. Managemenl believes that any reasonable possible change in
{he key asstmptions on which recoverable amount is based would not canse the cash generating units carsying amennt to materially
exceed its recoverable amount
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17. INTANGIBLE ASSETS

Software assets

Gross earrying amonnt

Balance beginning of financial year
Additions

Disposals

Net foreign currency exchange differences
Balanee at end of financia] year

Accumulated amortisation

Balance beginning of finaneial year
Amortisation

Disposals

Net foreign currency exchangg differences
Batance at end of financial year

Net boolk value
At the begining of the financial year
At the end of the financial year

Other intangible assets
Brand name license (i)

Consolidated
- 2010 2009
$4000 3000
9,317 YN
270 1,775
(100) o (160)
(83) 5
9,424 9,337
7446 6,567
309 023
{10} 4N
(63) 3
7,880 7446
1,891 1,150
1,544 1,800
5,000 5,000

(i) The Group halds an indelinite life brand name license for the Borders brand. The carrying value of the brand name is tested for
impairneat annualy as part of the goodwill impairment testing. No impairment has been recognised in the-cureent year

{2005:3Nil).

18. TRADE AND OTHER PAYABLES

Current

Trade payablcs
Akccruals
Sundry creditors

Non-current
Beferred acquisition vosis

19, OTHER FINANCIAL LIABILITIES

Tinancial liabilities carried at fair valuc
through profit or loss

Interest rate swaps

Foreign curreney forward contracts

Consolidnfcd

2010 2009
$000 - 3000
36,488 63,072
20,707 19,480
2,861 1,146
80,856 83,698
- 1,584
- [,584
Consolidated
2010 2609
4000 $000
- 207
43 731
43 938
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2¢. OTHER LIABILITIES

Current
Deferred leasc Habilities
Deferred income

Non-current
Deferred lease liabikities

21. PROVISIONS

Currvent
Employee benefits
Onerous contracts
Other

~ Nown-current
Employec benefits

- Onereus contracls
Make good provision -

Pyrovisiens .
Opening balance at 3¢ Augast 2009
Additional provision recognised
Reduetion arising from payment
Closing balance at 28 Augnst 2010

22. LEASES

Operating leases
Leasing arranpemenis
Not later than | year

~ Later thae 1| year and nof jater than 5 ycars

Later thean 5 years

Consolidated

2010 2009 2008

54000 - §°000 $4000
2,804 1,048 843
10,602 16,788 15.213
13,405 17,836 16,086
18,311 15,344 12,167
18,31% 15,544 12,167

Consolidated

2010 2009

8000 $g00
7,608 8,739
92 126
- 81
TG 8,966
358 2,654
- 93
2,703 2,735
3,561 ) 5,484

Consolidhieﬂ
Onercus ‘Male good Other
contracts provision

50600 $000 $H000
221 2,735 81
(129) (32) {(81)
92 2,703 -

Consolidated

2010 2009

S000 $N00
69,898 71244
194,520 195,095
103,197 117 464
367,615 383,803

Operaling leases relate to the leasing of office equipment, motor vehicles and retail outlets. The lease terms range predominantly from
belween 1 lo |5 years with options to extend. The company does not have wn optien to purchase the leased asgels at-the expiry of the

lease.
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23. BORROWINGS

_ Conselidated
2016 2009
$4000 $'000
Current
Secured — af amortised cosi
Commercial advance (i) - 3,700 800
Amortising term facility (it} (iii) 7,444 12,524
Supanews capex facility (ii)(iv) 2,500 -
Borders capex facility (1i)(iv) ’ ) 4,178 -
Revolving working capital facility (3i{v) 59,492 38,334
Retail note (vi) 28,578 -
: 105,892 55,658
Unseenred
Bank everdraft 469 731
Prepiid borrowing, cosls (392) {1,337)
' (123) _ (806)
105,769 50,852
Non-carrgnt
Secured — al ainoriised cost
Commercial advance (i} - 3,700
Amortising term Facility (i) (iii) : ) - 1,518
Supanews capex facility (if){iv} - 2,500
Borders capex faeility (ii)(iv) - 178
Retail note (v} ’ - 29,351
Convertibic note (vii} : 103,601 90,121
163,601 137,368
Unsecured
Prepaid horrowing costs - {384)
103,681 136,984

() Interest is calenlited at a rate ol 6.40% (2009 5.082%) per annum as ai 28 August 2010. Secured by a fixed and Noating charge
over all the assets and undertakings of Supanews Retail Pty Lid and an unlimited guarantee provided by Supanews Holdings P/LL.

(i) Part of the Scnior Syndicated Facility Agreement securedl by a fixed and floating charge over the assels and undertakings of the
wholly owned Group. Facility in respect of these borrowings ierminates in December 2010,

(ifi) Inderest is catculated al a weighted average rate of 8.68% (2009: 6.21%6) per anitum as at 28 August 2010,

(iv} Ialerest is caloulated at a rate of 9.18% (2009 6.50%) per anrum as at 28 August 2010.

(v) Interest is caleulated ata weiglted average rate of 7.61% (2009: 5.829%) per annum as at 28 August 2010.

(vi) The Refail Note las u second ranking to the assets of the whotlly owned group, and is due for repayment 15 December 2010

(vif) The convertible note matures 28 November 2017.

The Senior Delbit and Retail Notes arc classified as current borrowings as the Senior Syndicated Facility terminates and the Retail Note
is redeemable in December 2010 :

" “The Group has successfully completed negotiations Lo refinance all external debt and a new senior facilities agreement wilh new
fenders was signed prior to the approval of these Huancial staiements. These new facilities have a term of tvo years and are sufficient
to repay all existing external debts of the Group on or before the agreed repayment dates. In addition, these nesw facililies provide
further additionat funding in order to support the business plans of the Board and Management for the foreseeable finlwre.

24, RETAINED EARNINGS

“Consolidated

2016 2009

$000 $000
Balance at beginning of financial ycar : 5,088 23,129
Share buy back ' ' - (1,301}
A{ﬁnsfme-m aga.msl equity for acquiring ) (1,444)
nynority interest.

1 e Allri o s [ fare

I\ct. loss attribuiable to members of the parent (42.970) (15236)
entily )
Batance at end of financial year (37,882) 5,088




REDgroup Retail Pty Limited

NOTES TO THE FINANCIAL STATEMENTS

25. RESERVES

Consclidated
2010 2009
3000 SO0
Foreign currency transiation reserve : 932 1,684
Employee cquity reserve ) : 381 - 429
1,313 2,113
Forgign curreney translation reserve ‘
Balanee at begining.of financial year 1,684 L7197
Translation of forsign operations {752) (113)
Balance at end of fiigneial year o - 937 1,684

Exchange differencds refating.to-the translation from New Zealand mid Singapore dollars, being the functional eurrency of the
consolidated entity’s foreign controjted entities in New Zeatand and Singapers respectively, Into Australian dollars are brought to
account by entries made divectly 1o fiie forcign clirency translation reserve, )

Consdliflated
2010 2009
5060 $000
Employee equity benefifs reserve
Balance at beginning of financial year ) 429 473
Movement during the year : : {48) (44)
Balance at end of financial year : 381 429

The employee equity benefits reserve is used to record the value of equity benefits provided to execntives under the cmployes share
scheme. Further informition is made in Note 27 to the financial stalements. ‘

Consolidated
2010 2009
) 54000 ‘000
Finaneial equity reserve.
Balance o beginning of Fiiancial yéar s - 42,851
Reduction due o repayment of shareholder ' R (42,851)

foan

Balance at end of findncial year ‘ - -

Represented fimds from the Company”s major sharchalder. Funds were repaid Lo sharcholder on refinancing of the senior syndicated
facility )

26. ISSUED CAPITAL

Parent Entity . Parent Entity

2010 2609 2010 009

Shares Shares 5000 3000
Flﬂl)’ paid erdingry shares ' 61,896,794 61,162,354 73,494 72,302
Movement i ordinary shave eapital
i3alance at beginning of financial year 61,162,354 46,790,001 72,302 46,812

Yo Tallv vicd oredi . - .

:\ht\;;;l:l) paid ordinary shares issued during 734,440 15,882,353 1191 27,000
Bought back and cancelled during the year ' - (1,51 (),0(}0)' - (1,510)
Balance at end of financial year : 61,896,794 61,162,354 73,493 72,302

Fully paid ordinary sharcs carry one vote per share and carry the right to dividends,

Changes 1o the then Corporations Law abolished the authorised capital par vakue coneept i relation 1o share capital from 1 July 1998,
Therefore, ihic company does not have a limited amount of authoriscd capital awd issued shares do not have & par value.

-39 -
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26, ISSUED CAPITAL (continued)

Share options

Employee and director share option scheme -

During the financial year, no oplions were issued over ardinary shares to employecs. At the end of the year there were 2,930,000
unissued ordinary shares in respect of which options were outstanding. Details are provided in note 27.

Management Performance Shares .
During the financial-year 1,030,000 manngement performance shares were issoed to employeds.-At the end of the year there were
15,550,000 managemen! performance shares outstanding. Details ave provided in note 27.

27. SHARE BASED PAYMENTS

Eniployee Share Option Scheme . .

An employee share option scheme has been established where thie Comipany may, at the discretion of the board, gran options over the
ordinary shares of REDgroup Retail Pty Limited to senior ntanagement and employees of staff of the Growp, T he options-are granted in
accordance with guidelines established by the Directors of the Company.

information with respect 1o the numbsr of optiens granted under the employet share incentive seheme is as follows:

. 2010 . 2009
Number of Weighted Number of Weighted
aptions average oplions ayerage
exercise price exercise price
§ ' 8
Balancs at beginning of financial year 3,511,408 2,33 7,263,908 2.53
Caneelled during the financial period {561,408) 2.51 (3,752,500) 2,27
Balance at end of period 2,950,000 2.29 3,514 408 2.33
Excreisable at end of period 2,903,171 2.31 3,390,334 ©2.37

Execulive share options earry no rights to dividends and no voling rights.

(n) Options granted during the reporting period
Tlrere were 10 options pranted by REDgroup Retail Pty Limited 1o employges during the year.

(") Options excrcised/lapsed
There were no options exercised by employees during the year ended 28 August 2010, nor did any aptions lapse.
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27. SHARE BASED PAYMENTS (continued)

(¢} Options held as at the end of the reporting period

The folfowing table summarises information about options held by the employees as at 28 August 2010:

Number of Grant date Vesting date Expiry date Actual exercise
options price
250,568 . 03 April 2005 Note (i} Note (if) -~ '1.00
250,568 03 April 2005 On issue . Nate (i) 1.50
238,038 03 April 2005 On issue Note (ii) 2.00
225,511 0% April 2005 On issue Note (ii) 2,50
225,511 03-April 2005 On issuc MNote {ii) 2.75
559,804  03.April 2005 On issue Note (i) 3.75
1,750,000
7,160 17 October 2005 Note (i) Note (i) 1.00
7,160 17 October 2003 On issue Note (ii) T1s0
6,803 17 October 2005 On issue Note (it} 2.00
6,143 17 Qcteber 2005 On issue Node (it) 2.50.
6,443 17 Détober 2005 On issue Note (ii) 2.5
15,991 17 October 2005 On issuc Note (i1) 375
50,000
50,113 23 Junie 2006 Note (i) Note (ii} 1.00
50,113 23 June 2006 On issic Note {ii) - 1.50
47,609 - 23 June 2000 On issuc Note {ii) 2.00
45,103 23 June 2006 On issue Note (if) 2.50
45,103 23 June 2006 {On issuc Note (i) 215
111,959 23 June 2006 On issue Neote (i) . 375
350,000
63,381 20 August 2007 Note (i) Note (ii} . 1.00
23,864 20 August 2007 On issue Note (1) 1.43
18,842 20 August 2007 On issuc Note (i) 1.50
17,90 20 August 2007 On issue Note (i) 2.00
16,058 20 August 2007 On issue Note {ii) 2.50
16,958 20 August 2007 On issue Note (ii) 2.75
42,096 20 August 2007 On issuc Note (i) 3.75
200,000
14,319 14 September 2007 On issue © WNote (i) 1.43
76,230 14 September 2007 Onissuc Note (i) 1.50
80,536 14 September 2007 Chy issue Note (i) 2.00
94,341 14 September 2007 On issue Note (if) 2.50
94,341 14 September 2007 On issue Mote (i) 275
240,233 14 September 20067 On issue Note (i) 3.75
600,000
2,950,000

R
(i) Vesting dale — Thiese options will vest over the 5 ycars after issue, 20% of such options vesling each year.
(if) Expiry date — The expiration date of an option is the earlicr oft

. the date 10 years from the date on which the option is grauted; or

b. 1the date on which any condition relating to the exercise of the option can no loager be satisfied, and unless (e option has
already been exercised or lapsed the opiien will avtomatically lepse on the expiration date.
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27. SHARE BASED PAYMENTS (continued)

Management Performance Shares

The Group has a managemeni performance shate scheme (MPS) where performance shares in REDgroup Retail Pty Limited were
granted to senior management and certain employees of the Group. The MU’S shares are partly paid shares that convert to ordinary
shares when fully paid following an exit evenl.

The following table summarises information about MPS held by the employees as at 28 Aungust 2010:

Price range Number of Number of Number of Number of
5 MPS shares MPS shares MIPS shares MPS shares
' 2009 issued cancelled 2010

Series A 170 -2.02 703781 365,871 (1,985,367) 5418377
Series B ) 221 -263 2,037,873 363,871 {1,985,367) 5,418,377
Series C 2.55 3,992,599 207,560 {1,126,303) 3,073,856
Series D .40 1,064,693 35,349 {300,347) 819,695
Series £ 4.25 1,064,693 55,349 (300,347) 819,695
: 20,197,731 1,650,000 (5,697,731) 15,550,000

Series A & B have a strike price of $1.70 and $2.21 respectively escalafing at 6% per ansum compounding for 3 yewrs.

Untit conversion 1o ordinary shares, the MPS shares do not confer any entitlemant to participate in the profits or assets of the Company
or any right to receive notice of, altend or voie at any mecting of REDgroup Retail Pty Limited.

For expense calculation purposes the Tollowing has been assurned:

“Vesting date — The MPS shares vest over 3 years after issue.

Valuation — The fair value per share was determined by an independent expert.

Share Based Payments Expense
‘T'he effect of share-based payment transactions on the Group's Joss for the period was a gain of $48k (2009; gain of $43K).

28. ACQUISITION OF BUSINESSES

During the financial ycar Angus & Robertson Pty Ltd acquired businesses to add o its existing store network. The total cost of
acquisition amounted 1o $153k paid in cash, On acquisition the fair value of the acquirces” identifiable assets, Habilitics and contingent
Habilities was assessed as the earrying value on date of acquisition.

Supanews Retail Pty Lid acquired the business of a competing newsagency. The total cost of acquisition amounted to $330k which was
paid in cash. The identifiable assets, Habilities and contingent liabilitics were assessed as nil with the cost of acquisition allocated to
goodwill.

Goodwill arese through the business combinations because (he cost ol the combination inehided a premivm paid. The consideration
paid for the combination effectively included amounts in relation to the benefit of expected synergies, value of growth opportunities
and the ability to provide improved products and services. These benefils are nol recognised separately from goodwill as the fuiure
economic benefits arising from them cannot be reliably measared. :

29. CONTINGENT LIABILITIES

Conselidated
2010 2089
5000 54000
Bank guaranices ‘ o 3,672 3.554

For the financial year ended 28 August 2010, the group was subject to financial covenanls imposed by the lender of the debt facililies.
1l these covenants were not complied with the lengder had the right to declare an event of defauli under the terms of the Bnaneial
agreement.
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30, CONTROLLL‘D ENTITIES

Name of Entity

Parent Entity
REDgroup Retail Pty Limited (i}

Controlled Entities

A&R Australia Holdings Ply Limited (i) (iv)
Angus &Robertson {ravel) Piy Limited (a)
Angus & Roberison Pty Ltd (if) (iv)

Angis & Robertson Australia Pty Limited (a),
Angus & Robertson Bookworld Calendar Club Piy Ltd (u) (iv)
Calenderclub.gom.du Ply Ltd (c)

Borders Australia Pty Lid (i) (iv)

Eyieka Neweo Pty Lid (b)

REDigroup Ontine Pty Limited (i1):iv)

REDgroup Retail Administralive Services Pty Limited (i ()
Spine-Holdeo Py Limited (i) (iv) -

Spine Newco Piy Limited (if) (Iv)

Supanews Retail Ply Limited (iil)

Supancws Holdings Pty Limited (iii}

Whiteoulls Finance Piy Limited ()

Whiteaudls Group Heldings Py Liniited (i) (iv} ~
Borders New Zealand Limited

Calendar Club New Zealond Limited

REDRgronp Online Limited

\WWGL Retail Holdings Limited

Whitcoulls Group Limited

RBorders Pie Limited

Country of
Incarporation

Australia

Australia
Aunstrafia
Australia
Australin
Austialia
Australia
~ Australia
Austealia
Anstratia
" Ausiatia
Austrafia
Ausiralia
Australia
Australia
Australia
Australia
New Zealand

WNew Zeatand

New Zealand

New Zendand

New Zealand
Singapore

{{} REDgroup Retail Ply Limited is the hicad cnfity within the Australian tax consolidated groap,

(i1} These compm):es are members of the Austratian tax consofidated group.
(iif) These companies are members of the Supanews lax consolidated group.

Ownership
Interest 2010
%

100%
100%
100%
' 00%

160%
100%
100%
100%
100%
100%

100%
190%
160%
100%
160%
100%
100%

Owneyship
Interest 2089
%

100%
100%
100%
100%
100%
100%
100%
}00%
100%
100%
100%
100%
160%
160%
100%
100%
100%
100%
100%
100%
100%
100%

{iv) These wholly owned subsidiaries have entercd into a deed of cross guarantec with REDgrotp Retail Pty Limited pursuant (0 ASIC
Class Order 98! 1418 und are relieved ﬁom the reqmremenl to prs.p'lrc 'md ]odge audx!ed Inmncml statcments,

{2) Company deregistered 29 March 2010,
(b} Company dercgistered 26 April 2010,
(c) Conipany deregistered 19 May 2010.

31. DIVIDENDS

There were no dividends declared or paid during or since the end of the financial period.

Adjusted franking account balance (tax paid
basis)

Consolidated
2010 2009
8000 3000
9,188 8,789
2,188 8,789
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32. NOTES TO THE STATEMENT OF CASH FLOWS

{a) Reconciliation of cash and cash equivalents

Tor the purposes of the cash flow statement, cash and cash cquivalents includes cash on hand and in banks, nel of outstanding bank
overdrafts. Cash and cash equivalents at the end of the financial period as shown in the cash flow statement is reconciled to the related

items in the balance sheet as follows:

Cash and cash equivalents
Current borrowings - hank overdraft
Ralances per statément of cash flows

{t) Reconciliation of profit for the peried to net cash flows from_operating activities

{Loss) for the period

Net foreign currency loss / {gain)
Depreciation of non-current assets
Amorlisation of hon-cusrent assels
Amoitisation of prepatd borrowing costs
Interest received

Impairment of trade receivables
Impairment of inventory

Impairment of assels

Impairment of goodwill

(Gain)/toss on sales or disposal of non-crrrent

assels

(Gain) on sale of business
Capitalised interesl cosis
Other non-cash items

Changes in working capital, net of eftects from

acquisition of business:

{Increase) / decrease in assels:
Current reccivables

Current inventories

Other current and non-current assetls
Non current receivables

(Increasc) / deerease i tax balances

Inciease / (decrease) in liabilitics:

Current payables

Current and non-curren! provisions

Otler current and non-curcent Tiabilities
Net cash (used in) / provided by operating
activitics

Consolidated
2010 2609
3000 3000
15,191 8,764
(_469) {731)
14,722 8,033
Consolidated
2010 2009
§4000 5080
(42,970) (14,743)
(1.155) : 871
12,645 12,770
509 923
1,537 777
(283) {660)
402 435
30,993 4,048
220 1,324
105 1,562
432 -
(471 (1,957)
13,254 8,482
(92} 321
5,299 (1)
3,226 5,220
536 784
(2,755) (343)
AR {7,257
(3,088) (2,057)
{(3,944) 5,159
12,29G 15,408
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32, NOTES TO THE STATEMENT OF CASH FLOWS (continued)

(¢) Financing facilities

Consolidated
2010 2009
54000 3000
Secred loan facililies:
Amortising term faaility
Amount nsed 7,444 20,042

Amount unused - .

C‘_qiz_am‘ercif;:i’ “advaitce
Amount used 3,700 4,500
Ambount unused -

Supanewscapex faciliy : )
Armount used 2,500 2,500
Amount unused -

Borders capex facility
Amount used 4,¥78 4,178
Amount unused - ‘ 822 822

Reieif note

Amount used . 28,378 29,351
* Amount untised ) - -

Convertible note

Amount used 103,601 90,121

Amount unused . - -

Letier of credit - other . 2,384

Working capital facility

~ Amount nsed — revelving facility 59,492 38,334
Amouht used — letter of credit . 3,671 3,554
Amount unused . ) ' §,837 23,112
Amount used 213,164 194,964
Amouni nnused 2,659 23,934

33. TINANCIAL INSTRUMENTS

() Signifieant accounting policies

Petails of the significant aceomiting policies and.methods adepted (instuding the criteria for recognition, the basis of measurement and
" 4hie basis on which revennes and expenses are recognised) for each class of financial asset, financial liability and etuity inslrument are

disclosed in note 3 to the financial statements.

{b) Financial risk managenent-objectives and policies
The conselidated entily’s activitics expose it to a variety of financial visks, including foreign currency risk, interest rate risk, lHquidity
risk and credil risk.

The consolidated entily manages its exposure to key financial risks in accordance with the Group's financiat risk management policy.
This inctudes monitoring levels-of exposure Lo foreigh exchangs risk and assessments of market forecasts for foreign exchange. Where
appropriate, the Group uses derivative financial instruments such as forsvard exchange condracts and inlerest rate swaps in order to
hedge foreign exchange and interest rate risk exposire. Ageing analysis and monitoriiig of specilic eredil allowances are undertaken on
4 monthly basis to manage credit risk, and cash flow is monitored on a daily basis for liquidity risk.

There have been 1o changes to the Group's exposure to financial risks or the manner in which it manages and measures these risks
from the previous year,
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33, FINANCIAL INSTRUMENTS

The Group and ihe Company hokd the following financial asscts and liabilities ot reporting date:

Consolidated
2010 2009

) $000 $4000
Financial assets
Cash and cash equivalents : 13,191 8,764
Trade and other receivables 6,428 © 13,188
Interest rate swap 10 -
Available for sale investmenits 1,041 -
Financial liabilities
Trade and other payables 30,056 83,698
Interest rafe swap - 207
Foreign currency forward contract : 43 73}
Bomrowings _ 209,962 189,757

{c) Capital risk policy
‘The Group manages ils capital to ensure that companies wilhin the Group are able to confinue operaling as a going concern while
maximising the retum to stakeholders through the optimisation of the debt and equity balance.

The Group's overall strategy remains unchanged from prior year, however the composition of its debt al the date of this report is being
re-agsessed to optimise (he consolidated entities rading cash-flow infe the future.

The capital structure of the Group consists of debt, which includes the boreowings disclosed in note 23, cash and cash equivalents amd
equily altributable to equity halders of the parent, comprising issued capital, reserves and retained earnings as disclosed in notes 24, 25
and 26 respectively,

For the year ended 28 August 2010 the Group was subject (o interes| cover, gearing and cash flow covenanls throngh its financing
Facility with external financiers, At August 2010, the Groupbreached its interest cover and gearing covenanls. The Group oblained &
waiver for this breach of covenants from its financiers conditional on additional reporling requirements. At the date of this report the
Group had met the additional requirements imposed.

The Board of Directors réview the capital structure on an ongoing basis. As part of the review the Divectors consider the cost of capilal
and the risks associated with cach ¢lass of capital.

{d) Inferest rate risk )

Tlie Group is exposed 10 interest rale risk as it borrows funds al Hoating as well as fixed interest rates. The risk is monifored
periodically and managed by the Group by maintaining an appropriate mix helween fixed and floating rate borrowings through the use
of interest rate swap conmiracls. ’

The Group's exposure to interest rates on financiat assets and financial linbifities is detailed in the lguidily risk management seetion of
“this note.

Inferest rates are subject to review at six monthly intervals.

Diterest pate sensifivity analysis

"The following table details the Group sensitivity to a 100 basis point increase and 235 basis point decrease in interest rates. The Group is
using & sensitivity of 100 basis points increase and 23 basis point decrease as management considers this 1o be reasenable having
regard to the histovic movements in interest rates.

A positive muntber represents an increase in profit or cquity and a negative number a decrease in profit o equily.

Profit after tax

Consolidated
0 2009
5000 3000
100 basis poim increase in interest rates with ‘ <
all other vaviables held constant (49%) (336)
25 basis point decrease in interest rates with all . _ 124 134

oller variables hekd constant
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NOTES TO THE FINANCIAL STATEMENTS

33. FINANCIAL INSTRUMENTS

(e) Interest rate swap contract

The Company and the Group usesiiterest rate swap contracts in managing its interest rate exposure,

Under interest rate swap coniracts, the Gronp agrees to exeliange the difference between fixed and floating rate interest amounts
ealeulated on agreed notional principal amounts. Such contracts ehabie the Group 1o mitigate the risk of changing interest rates on the
fair value of issued fixed rate debt held and the cash flow exposures on the issued variable rate debt held.

The following table detaiis the notisnal principle amounts and remammg terms of interest rate swap contracis outstanding as at thie

reporting date:

Outstanding contracts:

Consolidated

L.ess than 1 year
I to 2 years

(f) Creditrisk

Average Interest Rate

Notiongl principle Fair Value
amount ’
2009 2010 2009 2010 2009
Yo S000 5000 34000 §000
- 10,687 - HY -
4.10 - - 14,1350 - . {267

“Credit risk refers fo the visk that ihe connterparty wilt default on its contractual obligations resulting in financial Joss to the Group, The
Group has adopted a policy of only dealing with creditworthy counterpariies as & means of mitigating the risk of financial loss from
delaults. 1l is the Company’s policy that customers who wish to trade on credit terms are subject to credit verification procedures
including an assessmenit of their independerit credit fating, financial position, past experience and industry rcputalion.

The Group dees not have any mgmfcam credit risk E\[)Oblllc‘, to dny single coumterparty or any group of counter mrlles having simitar

characteristics.

The carrying amount of financinl assets recarded in the financial stalesments, net of any atlowyance for impairment, represent the

consolidated entiy's maximum exposure to credit risk.

{g) Net fair value

Financial assets aidl finsincial abilities are recorded in the Onancial statements with a carrying amount which approxinades their net

{air values

{(h) Foreign currenocy risk

The majorily of the Group's operations are denominated in the finctional currency of the country ol operation and are therefore not
exposed to foreign currency risk. That is, ransactions and balances related to the Ausiratian operations are denominated in Australian
dollars, transactions and balances related to the New Zealand opcmuons are denominated in New Zealand dollars and transactions and
balances related to the Singapore operations are denominated in Singapore dollars,

The Group's exposure 1o foreign currency rigk s New Zealand dollar borrowings and everseas purchases. A portion of the Group's
exposure to foreign exrrency purchases is minimised through forward cover contracts. This cover usually extends for a maximum of 12
months. Al reporling date the Group has forward exchange cover for USD$2,58tk {2009: USDS3,097K) at forward rates ranging from
0.84 to (.91, (2009: 0.56 to 0.84) maturmg on ot before December 2010 and GBPEISOK (2009: Nil) at a Torward rate of .57 (2009;

Nil) maturing in Septembier 2010.

The consolidated éxposure to forsign currency risk at the reporting date was as follows:

Accounts payablie at balance date:

United States Dollar Amounts Payable
Great Britain Pound Amounts Payable

Borrowings:

Revolving working capital facility NZD
Retail Notes NZD

BOS Bullel Loan NZD

Consolidated
2010 2009
4000 34000
2,955 1,602
153 72
13,892 4,490
28,578 29,351
2,025 7.179
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33, FINANCIAL INSTRUMENTS

Foreign currency seusitivity analysis

NOTES TO THE FINANCIAL STATEMENTS

The following table details the entity's sensitivity 1o a 5% tnerease and 5% decrease in the Australia dollar against New Zealand doflar.
The Group is using these sensitivitics as management considers this lo be reasonable having regards lo historic movements of the
exchange rate between the two currencies. The entity has no significant expostre to any other currencies.

5% weakening of the AUD agaiuét the NZD

withall other variables ield constant’

5% strengthening of the AUD against the NZD

will all other variables held constant

Profit aftesr tax

Consolidated
2010 2009
$000 S'000
2,847 2,862
(2,847 (2,802}

" 'The Group isexposedio USD and GRP cast inputs. Management hedge foreign currency paymenis at the inception of each individual
contract for a period of up 1o 3 months which represents the working capital economic cycle, however forcign curreney denominated
purchases enly represents approximately 5% of total gronp purchases.

{1} Liguidity risk

The Group manages liquidity risk by maintaining adequate reserves, banking facHitics and reserve barrowing facilities by continuousty
monitoring forecast and actual cash flows and matching maturity protiles of finaneial assets and liabilities.

The following tables detail the conselidated entity's remaining contractual maturity Lor its [nancial Liabilities. The tables have been
drawn up based on the undiscounted cash flows of financial liabilities based on the carliest date on which the congotidaied entity can be

required to pay.

Consolidated

28 Augusi 2010 -
Financial liabilities
Trade payables
Sundry creditors
Current tax payables
Bank loans

Other foans
Aceruals

29 August 2009
Financial liabilities

Trade payables
Sumdry creditors
Current tax payables
Bank toans

Other loans
Accrunls

Weighted
Average
Effective
Interest

Rates
%

7.7%%
13.81%

6.16%
13.65%

[ year or less Over oS More than 5 Total
years years

3000 54000 34000 5080
56,488 - - 56,488
2,861 ' - - 2,86)
523 - - 523
79,324 - - 79,324
29,370 - 285,915 315,285
20,707 - - 20,707
189,273 - 285,915 475,188
63,072 - 63,072
1,146 . - - 1,146
2,010 - - 2,010
52,734 [8,885 - 71,619
- 33,069 287,706 320,775
19,480 - - 19,480
138,442 51,954 287,706 478,102
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NOTES TO THE FINANCIAL STATEMENTS
33. FINANCIAL INSTRUMENTS

The following table provides an analysis of financial instruments that are measured subsequent to initial recognition.at fair value,
grouped into Levels 1 to 3 based on ihe degree to which the fair value is observable.

s Level 1 fair value measurements are those derived from quoted prices {unadjusted) in active markets for identical -assets or
© [Habilities.
s Level 2 fair value measurements are those derived Irom inputs other than quoted prices included within Level | that are
-observable for the asset or liabilitics, either dircctly (i.e. as prices) or indirectly (i.e. derived from prices}
*  Level3 fair value measurcments are those derived from valuation techniques that include inputs for the asset or lisbilities that are
not based on observable market data {unobservable inputs}. ’

Levei 1 Level 2 Levetd T'otal
) $°000 000 34000 $f000
Finwnecial assets at FVTPL
Hhileresl rale sivap ‘ - 10 10
Available-Tor=sate hrvestmients
Shares in Kobb - - 1,041 1,641
- 10 1,041 1,081
Financial assets at FVTPL )
Foreign currency - 43 - 43 .
) - 43 - 43
There were no transiers betsween Levels during the period.
34, CAPITAL COMMITMENTS
Consolidated
2010 2009
$'000 $4400
Plant & equipment _
Not later than 1 year ) 6,231 7,913

35. SEGMENT REPORTING

7 “I've Group has adopied AASB 8 Operating Segments with elfect 30 August 2009,

AASDB 8 requires operating scgmeiis to be identified on the basis of internal reposts aboul components of the Group that arc regulagly
reviewed by the chief operating decision imakers in order to aliceate resourees to the segient and 10 #ssess its performance.

Information reported to the Group Exceulives for the purpaoses of resource allocation and assessment of performance is focused on the
following segmeints:

o Books & entertainment media - Australia/Singapore
o Books-& entertainment media - New Zealand
o Speciality retail — Australia / New Zealand

The Group has carly adopied amendments Lo AASB 8 by AASE 2009-5 Forther Amendmenis to Australian Accounting Standards
-arising frens lhe Annual Improvements Project. The ofteet of this amendment is assels and liabilitles are not disclosed on a segmental
basis as thal information is reported (o the Group Executives on a consolidated basis.
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35. SEGMENT REPORTING (continued)

The following is an analysis of the Group’s revenue by reportable operating segment for the periods under review;

Operating segment

Scgment revenues

Books & entertaiument media — Australin/Singapore
Books & entertaimment media — New Zealand
Speciality retail

Total operating segments

Revenue from external
custemers

2010 2009

5000 $4000
345,763 403,889
166,037 186,561
69,149 58,280
580,951 G48,730

The Following is an analysis of the Group’s revenue and result by reportable geographical location for {he periods under review:

Geagraphical Jocation

28 August 2010
Australia/Singapore
New Zealand

*Total geographien! location

29 August 2009
Australia/Stngapore

New Zealand

Total geographical location

Revenue Segment
from external result
customers
$4000 54000
411,848 (16,556)
169,103 (3.4186}
580,951 (20,042)
439,024 6,913
189,706 (1,672}
648,730 5,241

The revenuc reportesdt above represents revenue generated fiom external custosners. There were no inter-segment sales during the
P E !

period.

‘The scgment result adjusted for the stock impainment charge of $30,3 17k was §10,275 ($8,505k for Australia/Singapore and $1,770k

for New Zealand).

Grographical sepment results exclude the effect of nterest revenne, finance costs and income tax, A reconciliation of segment results

to profit before tax is provided as follows:

Segment vesults
Interest revenue
Finance costs

L.oss before fax

28 August 29 August
2010 2009
5000 5000

(20,042) 57241

509 1,299
(24,082) {20,913)
{43,615) {14,373)
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36. PARENT ENTITY

28 August 29 August

2010 2009
Financial Position . 600 $000
Assets
Current assels 245 987
Non-current assets : 270,827 261,295
Total assets 211,072 262,282
Linbilities :
Cudrent liabilities ) 109,101 60,101
Non-cireeent liabilities 116,739 138,568
Total liabilities . 225,840 198,669
Equity .
Issued capitnd ' 73,493 72,302
Retained earnings ) {28,642) (9,118)
Employee equity benefits reserve . 381 429
Total equity ' 45,232 63,613
Financial Performance
Loss for the year © {19,520 23,670
Otiter comprehensive income ) - -
Total comprehensive income {19,523) 23,670

REDgroup Retail Pty Limited is part ol a deed of cross guarantee with wholly-owned subsidiaries. Refer to note 30 for details.

28 August 29 August

2010 2009
Contingent liabilities of the parent entity 5000 $'000
Bank guarantees . - ' : 3,672 3,554

The parent entity has no contractual capital commitments (2009: Nil),

37. RELATED PARTIES

{a) Equity interests in related parties

The parent entity of the Group is REDgroup Retaif Py Limited. Details ol the percentage of ordinary shares held in contretled entities
ar¢ disclosed in note 30 to the linancial statements,

{b) Other transactions with key management persenwel and their related parties
During the year, key managemen! personnel purchased goods, which were domestic or ¢rivial in nature, from the Group on the same

termis and conditions available to other employees or customers. There are no other transactions with key management personne)
during the year.
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38, CLOSED GROUP

28 August 29 Angust
2010 2009

Financial Position $1000 $000
Assets
Curren! assets 84,139 114,082
Non-currenl assets 228,470 276,903
Fotal asscis 312,609 350,985
Linbitities
Cuivent liabilitics 170,294 121,887
Nen-current liabilities 121,547 213,500
Total Habilities 291,838 335,387
Equity
Issued capital 73,493 72,302
Retained earnings. {33,103} (17,132)
Rescrves . 181 429
Taotal equity 20,771 55,599
Financial Perfoymance
Loss for the year (35,971) (15,643)
Othet comprehensive income - -
Total comprehensive income ) (35,971} (15,643)

Entities party to the deed of cross guarantee are detailed in note 30.

39, SUBSEQUENT EVENTS

The financial slatements were authorised by the Board of Directors for the issee on 2™ December 2010. The subsequent events
disclosed represent known facts as at that date.

The Group has successfully completed negoliations to refinanee all extenial debt and a new senior lacilities agrecment with new
Tenders was signed prior to the approval of these financiial statentents. These new facilities have a term of two years and are sufficient
to repay all existing cxternal debts of the Group on or before {he agreed repaymient dates. In addilion, these new facilities provide

farther additional funding in order (o support the business plans of the 3oard and Management for the foresceable future.

49, ADDI’l’IONAL COMPANY INFORMATION

REDgroup Retait Pty Limited is a proprietary company, incorporated and operating in Australia.

Privcipal registered office

Level 19
8 Exhibition Strect
Melbousne VIC 3000

Tel: (03) 9285 3400

Principal place of business
Level 19

8 Exhibition Street
Melbourne VIC 3000

Tel: (03) 9285 3400
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