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Handbag.com Limited

Directors’ report

The directors present thetr annual report and audited financial statements for the year ended 31 December 2011

The directors’ report has been prepared n accordance with the provisions applicable to companies entitled to the
small companies’ exemption

Prinetpal activities and review of the business

The principal activity of the company 1s the operation of a number of women’s interest websites

The company operates online and 1its performance 15 measured by website data including page impressions  Average
page impressions have decreased by 5% from 2010 to 2011 A page 1mpression 1s the action of a user downloading a
particular web page Average unique visitors to the site have stayed on the same level as 2010 A umque visitor
imphes one person viewing a series of pages that are separately identifiable

Revenues for the year totalled £1,481,798 (2010 £1,971,000) Substantially, all of the revenue earned during the
period came from advertismg The net loss for the year amounted to £433,652 (2010 £1,063,000 loss) As in 2010,
market conditions during 2011 proved challenging for advertising revenues Cost of sales for the year of
£1,298.651(2010 £1,946,904) and administrative expenses n the year of £771.643 (2010 £1,478371) have
decreased significantly due to strategy of eliminating the loss by cost savings

The retained loss for the year 1s shown in the profit and loss account on page 5

No dividends were proposed during the financial year (2010 £mil)

The directors believe that further key performance indscators for the company are not necessary or appropriate for an
understanding of the development, performance or position of the business

Going concern

The directors continue to adopt a going concern basis in prepanng the financial statements This 15 on the basis that
the company, which 1s 1n a net liability position, has placed reliance on a letter of support from the parent company
Directors and their interests

The directors who served during the year are hsted on page |

Neither of the directors has any interests in the shares of the company or any other group company

Auditor
Each of the persons who 1s a director at the date of approval of this report confirms that
* 5o far the director 1s aware, there 1s no relevant audit information of which the company’s auditor 1s unaware, and

o the director has taken all the steps that he ought to have taken as a director in order to make himself aware of any
relevant audit information and to establish that the company’s auditor 1s aware of that information

This information 15 given and should be interpreted in accordance with 5418 of the Companies Act 2006

Deloitte LLP have expressed their willingness to continue 1n office as auditors and a resolution to reappoint them will
be proposed at the forthcoming Annual General Meeting

Approved by the Board and|sjgne
on 1ts behalf by

Amaud de Puyfontaine
Director

24 Apnl 2012




Handbag.com Limited

Directors’ responsibilities statement

The directors are responsible for preparing the annual report and the financial statements mn accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (Umited Kingdom Accounting Standards and applicable law) Under company law the directors
must not approve the financial statements unless they are sausfied that they give a true and fair view of the state of
affairs of the company and of the profit or loss of the company for that period In preparing these financial statements,
the directors are required to

« select switable accounting policies and then apply them consistently,
¢ make judgements and estimates that are reasonable and prudent,
e state whether applicable UK Accounting Standards have been followed, and

e prepare the financial statements on the going concern basis unless 1t 1s nappropriate to presume that the company
will contimue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explan the
company’s transactions with reasonable accuracy at any time the financial position of the company and to enable
them to ensure that the financial statements comply with the Companies Act 2006 They are also responsible for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention and detection of
fraud and other wregulanties

tad



Independent auditor’s report to the members of

Handbag.com Limited

We have audited the financial statements of Handbag com Limted for the year ended 31 December 2011 which
compnise the profit and loss account, the balance sheet and the related notes 1 to 10 The financial reporting
framework that has been apphed m thewr preparation 1s applicable law and United Kingdom Accounting Standards
{Umited Kingdom Generally Accepted Accounting Practice applhicable to smaller entities)

This report 1s made solely to the company’s members, as a body, 1n accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we mught state to the company’s members those
matters we are required to state to them 1n an audhtors’ report and for no other purpose To the fullest extent
permatted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opmions we have formed

Respective responsibilities of directors and auditor

As explained more fully 1n the Directors” Responsibiliies Statement, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view Our responsibihity 1s to audit and
express an opimon on the financial statements n accordance with applicable law and [nternational Standards on
Auditing (UK and Ireland) Those standards require us to comply with the Auditing Practices Board’s (APB's)
Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit involves obtaming evidence about the amounts and disclosures 1n the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error This includes an assessment of whether the accounting policies are appropnate to the company’s circumstances
and have been consistently apphed and adequately disclosed, the reasonableness of sigmficant accounting estimates
made by the directors, and the overall presentation of the financial statements In addition, we read all the financial
and non-financial information m the annual report to idenufy matenal inconsistencies with the audited financial
statements  If we become aware of any apparent matenial musstatements or mconsistencies we consider the
implications for our report

Opinion on financial statements

In our opmion the financial statements

e  give a true and fair view of the state of the company’s affairs as at 31 December 2011 and of its loss for the year
then ended,

*  have been propetly prepared 1 accordance with United Kingdom Generally Accepted Accounting Practice
applicable to smaller entities, and

* have been prepared n accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opinion the information given 1n the Directors’ Report for the financial year for which the financial statements
are prepared 1s consistent with the financal statements

Matters on which we are required to repart by exception

We have nothing to report n respect of the followmng matters where the Compames Act 2006 requires us to report to
you 1f, 1n our opimon
» adequate accounting records have not been kept, or returns adequate for our audit have not been recerved from
branches not visited by us, or
e the financial statements are not in agreement with the accounting records and returns, or
e certain disclosures of directors’ remuneration specified by law are not made, or
we have not received all the information and explanations we require for our audit
the directors were not entitled to take advantage of the small companes exemption 1n prepanng the directors
report

M. R.Le8~-AAatet
34 ApeA Jowd




Mark Lee-Amies (Senior Statutory Auditor)
for and on behalf of Deloitte LLP

Chartered Accountants and Statutory Auditors
London, United Kingdom

24 Apnl 2012



Handbag.com Limited

Profit and loss account
Year ended 31 December 2011

2011 2010
Notes £000 £000
Turnover 1,482 1,971
Cost of sales (1,299 (1,947)
Gross profit 183 24
Administrative expenses (772) (1,498)
Operating loss 3 (589) (1.474)
Loss on ordinary activities before taxation (589) (1,474)
Tax credit on loss on ordinary activities 4 155 411
Loss for the financial period 9 (434) {1,063)

The company has no recognised gams or losses other than those included m the profit and loss accounts above and
therefore, no separate statement of total recogmsed gains and losses has been presented

All results n the financial year relate to continuing operations




Handbag.com Limited

Balance sheet
At 31 December 2011

Current assets
Debtors due within one vear

Current habilities

Creditors due within one year

Net current habilities

Total assets less current llabilities
Net liabilities

Capital and reserves

Called up share capital

Profit and loss account

Shareholders’ deficit

Notes

=

2011 2010
£000 £°000
106 224
106 224
(5,650) {(5,334)
(5,544) (5,110
(5.544) (5,110)
(5.544) (5,110
1,200 1,200
(6,744) (6.310)
(5,544) (5 110)

The financial statements of Handbag com Limited (Company Registration No 03819979} were approved by the

board of directors and authonsed for 1ssue on 24 Apnl 2012

Signed on behalf of the Board of Dyrectors
Arnaud de Puyfontaine ]

Director

24 Apnil 2012



Handbag.com Limited

Notes to the accounts
Year ended 31 December 2011

1 Going concern basis

The company's business activities, together with the factors likely to affect its future development,
performance and position are set out under the director's report

The company meets 1ts day to day working capital requirements through an intercompany loan from the parent
company

The current economic conditions create uncertainty particularly over the level of demand for the company’s
products The company’s forecasts and projections are more positive and see a reduction n the loss which the
directors believe demonstrate that the company position 1s improving Further assurance has been given by the
parent company that it will continue to support the operations going forward by way of intercompany funding

After making enquiries, the directors have a reasonable expectation that the company has adequate resources to
continue 1n operational existence for the foreseeable future Accordingly, they continue to adopt the going
concern basis in preparing the financial statements

2. Accounting policies
Basis of accounting

The financial statements are prepared m accordance with the historical cost convention The financial
statemnents are prepared mn accordance with applicable United Kingdom accounting standards The accounting
policies have been adopted and apphied throughout the year and the preceding year

Turnover

Turnover represents the total invoice value, excluding value added tax, of goods and services supplied during
the year

AN turnover of the company originates i the United Kingdom The geographical area of destination of all
turnover 15 United Kingdom

Advertising revenue 1s recognised pro rata over the term of the advertising campaign
Taxation

Current tax, ncluding UK corporation tax and foreign tax, 1s provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance sheet
date

Deferred taxation 15 recogmsed n respect of all timing differences that have originated but not reversed at the
balance sheet date, where transactions or events that result in an obligation to pay more tax n the future or a
right to pay less tax in the future have occurred at the balance sheet date  Timing differences are differences
between the company’s taxable profits and its results as stated in the financial statements that arise from the
inclusion of gamns and losses in the tax assessments 1 periods different from those in which they are
recognised in the financial statements

Development costs

Development costs are written off to the profit and loss account as incurred




Handbag.com Limited

Notes to the accounts
Year ended 31 December 2011

2. Accounting Policies (continued)
Cash flow

In accordance with the provisions of Financial Reporuing Standard 1 (revised), a cash flow statement has not
been prepared as the company 1s a wholly owned subsidiary of The National Magazine Company Limited,
which prepares consohidated accounts that include a consolidated cash flow statement

Pension costs

Pension contributions (which are made to a defined contribution scheme) are charged in the profit and loss
account as incurred These contributions are invested separately from the company’s assets

Foreign exchange

Transactions denominated in foreign currencies are translated to the functional currency of the company
which 15 sterling at the rates ruling at the dates of the transactions Monetary assets and habilines denominated
in foreign currencies at the balance sheet date are retranslated at the rates ruling at that date These translation
differences are dealt with in the profit and loss account

3. Operating loss

The analysis of auditor’s remuneratton 1s as follows

2011 2010
£°000 £000

Fees payable to the Company’s auditors for the audit of the Company’s annual
accounts 11 10




Handbag.com Limited

Notes to the accounts
Year ended 31 December 2011

4 Tax
20m 2010
£°000 £000
The tax credit on the loss for the year consists of
Current taxation — group relief receivable 153 411
Total current tax 155 411
Tax credit on loss on ordnary activities 155 411

Reconcilation of current tax charge

The standard rate of tax for the year, based on the UK standard rate of corporation tax, 1s 26 49% (2010 28%)
A reconcihanon of the charge 15 set out below

2011 2010
£000 £000
Loss on ordinary activities before tax (589) (1,474)
UK standard rate of corporation tax at 26 49% (2010 23%) (156) (413)
Factors affecting credit for the year
Disallowable expenses I 2
Total current tax credit for the year (155) (411}

10



Handbag.com Limited

Notes to the accounts
Year ended 31 December 2011

5. Employee mformation

2011 2010
No, No.

The average number of employees during the year was as follows
Editonal 7 I3
Advertising 5 5
12 18
£:000 £000

The aggregate payroll cost was as follows

Wages and salaries 594 760
Social security costs 57 82
Other pension costs 19 40
670 882

Directors’ emoluments in the current and preceding year are paid through The National Magazine Company

Limited
6. Debtors: amounts falling due within one year
2011 2010
£000 £7000
Group relief receivable from immediate parent 106 224
106 224
7 Creditors: amounts falling due within one year
2011 2010
£000 £°000
Amounts due to immediate parent company 5,500 5,184
Loan payable to ulimate parent undertaking 150 150
5,650 5,334

The loan from the parent undertaking 1s interest free with no fixed term for repayment




Handbag.com Limited

Notes to the accounts
Year ended 31 December 2011

8. Share capital

201t 2010
£'000 £000
Authorised
2,000,000 Ordinary shares of £1 each 2,000 2,000
Allotted, called up and fully pa:d
1,200 000 Ordinary shares of £1 each 1200 1,200
9. Reconcihation of shareholders’ defieat
Profit
Share and loss
Capital account Total
£000 £000 £'000
At 1 January 2011 1,200 (6,310) (5.110)
Loss for the year - (434) (434)
At 31 December 2011 1,200 (6,744) (5,544)

10 Ultimate controlhng party

The immediate parent company and controlling entity 1s The National Magazine Company Limited,
incorporated i Great Britain and registered in England and Wales The National Magazine Company Limited
15 also the parent company of the smallest group of which the company 15 a member and for which group
accounts are prepared Accounts can be obtained from 72 Broadwick Street, London, WI1F 9EP

The directors consider The Hearst Corporation, a company mcorporated in the United States of America, to be
the ultimate parent company and ultimate controlling entity The Hearst Corporation 1s also the parent
company of the largest group of which the company 1s a member and for which group accounts are prepared

In accordance with the exemption under Financial Reporting Standard 8 the company does not disclose
transactions with companies which are 100% controlled within The National Magazine Company Limited
because copies of the group financial statements are publicly available

12




