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Kingfisher Information Technology Services (UK) Limited

Directors’ report for the year ended 29 January 2011

The directors present their report and the audited financial statements of the company for the year
ended 29 January 2011

Principal activities

The company 1s solely respensible for the provision of IT services, application development,
apphcation maintenance and other related areas to wholly owned subsidianes of Kingfisher plc and
where appropriate has also taken control of all assets and resources, including people and third
party supply contracts, required for the provision of these services

Review of business

The company 1s a wholly owned subsidiary of Kingfisher plc The review of the business of
Kingfisher pic and its subsidianies, which provides a comprehensive analysis of the main trends
and factors likely to affect the development, performance and positon of the company can be
found on pages 19 to 28 of Kingfisher plc’'s Annual Report and Accounts 2011

Principal risks and uncertainties

The directors have performed a review of the key business rnsks that could impact the company
and consider the more significant nisks to be those outiined below The directors regularly review
these nisks and assess the adequacy and effectiveness of mitigating controls and strategies

Going concern

At the year end, the company has net current lhabilites of £2 971,000 and net assets of
£86,369,000 The directors have received a letter of support from the ultimate parent company and
thus continue to adopt the going concern basis in preparing the financial statements Further
details regarding the adoption of the going concern basis can be found in the accounting policies
note to the financial statements

Relance on key infrastructure locations and systems failures

All of our operations are vulnerable to damage or interruption from floods, fires, power loss,
telecommunications fallures and similar events Disaster recovery and business continuity plans
are In place to prevent loss of interruption to key IT services provided to the Kingfisher operating
companies

Key supphers

Certain of our services are reliant upon a small number of key suppliers and we are dependent
upon the performance, service and reliability of operating systems, middleware, databases and
similar software infrastructure obtained from third party providers This exposes the company to
the risks of those third party applications which may suffer defects or errors which could adversely
affect the performance of the products and services that we offer to the group operating
companies As such, all suppliers chosen have stable strategies that produce a mutually beneficial
relationship that 1s carefully managed by both parties




Kingfisher Information Technology Services (UK) Limited

Directors’ report for the year ended 29 January 2011 (continued)

Principal risks and uncertainties (continued)

Data security

There 1s a nisk that the integnty and securnty of key data 1s compromised which may result in
prosecution by regulatory bodies, fines from trade and industry bodies and significant damage to
brand perception for the Kingfisher Group This nsk 1s mitigated by ensuring that the company
follows the guidelines and legislative requirements in this area

People

The company Is reliant on the capabilities, skills, knowledge and experience of its employees and
management team to support the development of our applications and infrastructure and deliver
high guality IT services to the group operating companies As such the company 1s committed to
ensuring that its people are appraised regularly, are given individual development plans and other
incentive packages

Key performance indicators (“KPls")

The directors of Kingfisher Information Technology Services (UK) Ltd manage the company’s
operations on a divisional basis For this reason, the company's directors believe that analysis
using key performance indicators for the company is not necessary or appropnate for an
understanding of the development, performance or position of the business of Kingfisher
Information Technology Services {UK) Ltd The development, performance and position of the
retail division of Kingfisher plc, which includes the company, 1s discussed on page 8 to 9 of the
group’s annual report which does not form part of this report

Results and dividends

The profit after taxation for the financial year amounted to £50,000 (2010 loss £1,140,000) The
directors do not recommend the payment of a dividend for the financial year (2010 £nil) The profit
for the financial year has been recognised in the reserves

Exceptional items

An exceptional loss of £625,000 (2010 £6,187,000) has been recorded on the impairment of fixed
assets held by the company at the year end

Future developments

The directors remain focussed an continually improving the delivery of IT services and value
adding projects to the Kingfisher plc group companies

financial risk management

The company’s operations expose it to a variety of financial rsks which include interest rate risk,
credit nisk, liquidity nsk and foreign currency rnisk




Kingfisher Information Technology Services (UK) Limited

Directors’ report for the year ended 29 January 2011 (continueq)

Financial nsk management (continued)

As part of the Kingfisher plc group, the company’s interest rate and hquidity risks are managed
centrally by the Kingfisher group treasury department The Kingfisher group treasury department
has in place a nsk management programme that seeks to imit the adverse effects on the financial
performance of the company by monitoring levels of debt finance and related finance costs

Interest rate risk anses from the treasury account balance with Kingfisher plic that bears interest at
LIBOR plus a margin Interest rate nsk and hquidity nsk are managed centrally by the Kingfisher
group treasury team The directors have reviewed the company's exposure to interest rates and
have concluded that the nsk I1s appropnate in relation to the financial results of the company

Liquidity risk 1s the nisk that cash may not be available to pay obligattons when they fall due The
directors are satisfied that the company 1s not subject to significant liquidity risk

Credit nisk 1s the nsk that a counterparty will be unable to pay amounts when they fall due Most of
the company’s debtors are mntercompany, therefore the directors believe that the credit nsk for the
company 1s low

The company I1s exposed to foreign currency risk on the recharge of IT services received from a
group undertaking, pnncipally Euros  This nisk 1s off set by the recharge of IT services to other
group undertakings in Euros The directors are satisfied that the foreign currency risk of the
company 15 low in ine with the other disclosures provided

Directors

The directers who held office during the year and up to the date of signing the financial statements
are given as follows

M Bell

| M Cheshire
N Folland

D Paramor

Qualifying third party indemnity provisions

As at the date of this report, Indemnities that are ‘qualifying third party indemnity provisions’ for the
purposes of the Companies Act 2006 are in force under which Kingfisher plc has agreed to
indemnify all directors and officers to the extent permitted by law, in respect of all losses ansing out
of, or in connection with the execution of therr powers, duties and responsibilities, as a director of
Kingfisher plc or any of its subsidianies Such indemnities were also in force in respect of each
person who was a director of Kingfisher plc at any time during the financial year ended 29 January
2011



Kingfisher information Technology Services (UK) Limited

Directors’ report for the year ended 29 January 2011 (continued)
Employee participation

The company operates a policy of direct and systematic communication on all relevant matters
Including the company's business performance and current market 1ssues with employees via
several channels of communication, including engagement surveys, briefing groups, employee
forums and internal newsletters Senior management hold quarterly briefing sessions with
employees where the financial results of the both the company and Kingfisher pic are discussed,
along with the economic factors that may impact the performance of the company and the group
In addition, Kingfisher plc's intranet systems are used to communicate results announcements for
the group and to distribute information about other important business developments

All employees are entitied to participate 1n a savings related share option scheme operated by
Kingfisher plc, the parent undertaking, regardless of number of hours worked, provided they meet
certain service conditions

Creditor payment policy

The company negotiates specific payment terms with each supplier It 1s the company’s policy to
pay its supphers in accordance with the terms which have been agreed At 29 January 2011, the
company's trade creditors represented 31 4 days of trade purchases (2010 72 4 days)

Disclosure of information to auditors

Each person who I1s a director at the date of approval of this report and financial statements
confirms that so far as he is aware, there i1s no relevant audit information of which the company’s
auditors are unaware, and each director has taken all steps that he ought to have taken as a
director to make himself aware of any relevant audit information and to establish that the
company’s auditors are aware of that information

This confirmation I1s given and should be interpreted in accordance with the provisions of Section
418 of the Companies Act 2006

Statement of directors’ responsibilities in respect of the annual report and the financial
statements

The directors are responsible for preparing the annual report and the financial statements in
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 {United Kingdom Accounting Standards and
applicable law) Under company law the directors must not approve the financial statements unless
they are satisfied 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 peniod




Kingfisher Information Technology Services (UK) Limited

Directors’ report for the year ended 29 January 2011 (continued)

Statement of directors’ responsibilities in respect of the annual report and the financial
statements (continued)

In preparing those financial statements, the directors are required to

. select suitable accounting policies and then apply them consistently,
. make judgements and estimates that are reasonahle and prudent,
. state whether applicable UK Accounting Standards have been followed, subject to any

materal departures disclosed and explained in the financial statements

. prepare the financial statements on the going concern basts unless It 1s Inappropriate to
presurme that the company will continue in business

The directors are responsible for keeping proper accounting records that disclose with reasonable
accuracy at any time the financiat position of the company and enable them to ensure that the
financial statements comply with the Companies Act 2006 They are also responsible for
safeguarding the assets of the company and hence for taking reasonable steps for the prevention
and detection of fraud and other irreguiantes

Appointment of auditor
Deloite LLP have expressed their willingness to continue in office as auditor and arrangements

have been put in place for them to be deemed reappointied in the absence of an Annual General
Meeting

On behalf of the board

MEeh

M Beli
Director 15 August 2011




Independent auditor’s report to the members of Kingfisher Information
Technology Services (UK) Limited

We have audited the financial statements of Kingfisher Information Technology Services (UK)
Limited for the year ended 29 January 2011 which comprise the Profit and Loss Account, the
Statement of Total Recognised Gains and Losses, the Balance Sheet and the related notes 1 to 21
The financial reporting framework that has been applied n their preparation 1s applicable law and
United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

This report 1s made solely to the company’s members, as a body, in accordance with Chapter 3 of
Part 16 of the Companies Act 2006 Our audit work has been undertaken so that we might state to
the company’s members those matters we are required to state to them in an auditor's report and for
no other purpose To the fullest extent permitted 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 opinions we have formed

Respective responsibilities of directors and the auditor

As explained more fully in the Directors’ Responsibilities 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 responsibility 1s to audit and express an opinion on the financial statements in accordance with
applicable law and International 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 obtaining evidence about the amounts and disclosures 1n the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal
misstatement, whether caused by fraud or error This Includes an assessment of whether the
accounting policies are appropriate to the company’s circumstances and have been consistently
applied and adequately disclosed, the reasonableness of significant accounting estimates made by
the directors, and the overall presentation of the financial statements

Opmion on financial statements

In our opinton the financial statements

. give a true and fair view of the state of the company’s affars as at 29 January 2011 and of
its profit for the year then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, and

. have been prepared in accordance with the requirements of the Companies Act 2006

Opinmion on other matters prescribed by the Companies Act 2006

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




Independent auditor’s report to the members of Kingfisher Information
Technology Services (UK) Limited (continued)

Matters on which we are required to report by exception

We have nothing to report In respect of the following matters where the Companies Act 2006
requires us to report to you if, in our opinion
. adequate accounting records have not been kept, or returns adequate for our audit have nct
been receved from branches not visited by us, or
the financial statements are not in agreement with the accounting records and returns, or
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

Peter O'Donoghué\MA FCA {Senicr Statutory Auditor)

Deloitte LLP
ants and Statutory Auditor
gdom

for and on beha
Chartered Acco
London, United

15 August 2011




Kingfisher Information Technology Services (UK} Limited

Profit and loss account for the year ended 29 January 2011

2011 2010
Note £000 £000
Turnover 126,302 120,321
Cost of sales
Excluding impairment of fixed assets (108,023) (103,738)
mpairment of fixed assets (625) (6,187)
Cost of sales including impairment of fixed assets 2 (108,648) (109,925)
Gross profit 17,654 10,395
Admmistrative expenses {14,919) (11,778)
Other operating income 57 -
Profit/{loss) on ordinary activities before interest 2,792 (1,380)
Interest recevable and similar income 4 62 103
Other finance costs 5 (400) (234)
Profit/(loss) on ordinary activities before taxation 3 2,454 (1,511)
Tax on profit/ (loss) on ordinary activities 7 (2,404) 371
Profit! {loss) for the financial year 15 50 (1,140

All of the above transactions relate to continuing operations




Kingfisher Information Technology Services (UK) Limited

Statement of total recognised gains and losses for the year ended 29 January
2011

2011 2010

Note £000 £000

Profit/ (loss) for the financial year 50 (1,140)
Actuarial gain/(loss) on pension scheme 17 8,103 (7,901)
Current tax on actuanal {gain)/loss on pension scheme - 260
Deferred tax on actuanal (gain)/loss on pension scheme (2,188) 1,951
Total recogmised gamns/ (losses) relating to the year ) 5965 (6,830)

-10-




Kingfisher Information Technology Services (UK) Limited

Balance sheet as at 29 January 2011

2011 2010

Note £000 £000
Fixed assets
Tangible assets 8 87,076 59,738
Current assets
Debtors 9 32,881 54,995
Creditors — amounts falling due within one year 10 (35,852) (27.864)
Net current {habiittes)/ assets (2,971) 27,131
Total assets less current hiabilities 84,105 86,869
Creditors — amounts falling due in more than one year 11 (579) -
Net assets excluding pension surplus/ (deficit) 83,526 86,869
Pension surplus/ (deficit) 17 2,843 (6,465)
Net assets 86,369 80,404
Capital and reserves
Called up share capital 14 100,000 100,000
Profit and loss account 15 (13,631) (19,596)
Total shareholder's funds 16 86,369 80,404

The financial statements on pages 9 to 30 were approved by the board of directors on

15 August 2011 and were signed on its behalf by

Mell

M Beill
Director

Registered number 02016021
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(a)

(b)

(c)

(d)

Kingfisher Information Technology Services (UK) Limited
Notes to the financial statements ~ Year ended 29 January 2011

Accounting policies

The principal accounting policies of the company are as follows They have all been apphed
consistently throughout the year and the preceding year, unless otherwise stated

Basis of accounting

The financial statements of the company are made up to the nearest Saturday to 31 January The
financial statements have been prepared on the going concern basis, under the historical cost
convention, and In accordance with applicable Accounting Standards in the United Kingdom  The
financial statements are prepared in accordance with the Companies Act 2006

The company 1s exempt under FRS 1 '‘Cash flow statements’ (Revised 1996) from the requirement
to pubhsh a cash flow statement, as it 15 a subsidiary undertaking where more than 90% of the
voting rights are controlled within the group, and the consolidated financial statements in which it is
ncluded are publicly availlable Detalls of how to obtain 2 copy of these financial statements are
given tin note 20 on page 30

Going concern

The company’'s business activities and principal risks, together with the factors likely to affect its
future development, performance and position are set out In the Directors’ Report on pages 2 to 6
After considering the uncertain current economic outlook, the directors have no reason to believe
that a matenal uncertainty exists that may cast significant doubt on the ability of the company to
continue as a going concern and have reasonable expectations that the company will continue in
operational existence for the foreseeable future The directors of the company's ultimate parent
company, Kingfisher plc, have provided a letter confirming their support in the continuing operations
of the company For this reason they continue to adopt the going concern basis of accounting in
preparing these financial statements

Turnover

Turnover represents the recharge of IT services to companies within the Kingfisher group It
comprises the recharge of all IT operating costs and overheads Revenue relating to the delivery of
IT services and projects to companies within the Kingfisher group 1s recognised at the point when
the service 1s provided

Cost of sales

Cost of sales represents the expenditure attributable to directly supporting and maintaining the IT
hardware and applications of the group and project support costs

Finance income and costs

Finance income 1s recognised as income in the period in which it 1s earmned Finance costs are
recognised as an expense i the penod in which they are incurred

-12 -
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Kingfisher Information Technology Services (UK) Limited
Notes to the financial statements — Year ended 29 January 2011

Accounting policies (continued)

Tangible fixed assets

Tangible fixed assets are stated at onginal historical cost less accumulated depreciation and
impairments The cost of tangible fixed assets 1s therr purchase price, plus any incidental expenses
of acquisition

Computer software

Acquired computer software licences are capitallsed on the basis of the costs incurred to acquire
and bring into use the specific software These costs are amortised over their useful estimated
economic hives of two to five years

Costs that are directly associated with the production of identifiable and unique software products
controlled by the company, which are expected to generate economic benefits exceeding costs
beyond one year, are recognised as tangible assets

Direct costs include software development, employee and consultancy costs and an appropriate
portion of relevant overheads Costs associated with identifying, sourcing, evatuating or maintaining
computer software are recognised as an expense as incurred

Depreciation
Depreciation 1s provided at the following annual rates in order to wrnite down to estimated residual
value the cost of each asset over its estimated useful life

Fixtures, fitings and equipment between 20% and 33%
Computer hardware and software  between 20% and 50%

No depreciation is charged on assets In the course of construction

Impamrment

Computer hardware and software, fixtures fittings and equipment and assets under construction are
reviewed for imparrment if events or changes in circumstances indicate that the carrying amount
may not be recoverable Impairment reviews are undertaken by a senior finance manager in
conjunction with sentor managers from the IT operations and projects functions of the company In
an impairment test, the recoverable amount of the asset 1s estimated to determine the extent of any
impairment loss The recoverable amount 1s the higher of the far value less costs to sell and the
value In use to the company Any impairment in value 1s charged to the profit and loss account in the
period 1n which It occurs

Disposal

The gain or loss ansing on disposal or retrement of an asset Is determined as the difference
between the sales proceeds and the carrying amount of the asset and 1s recognised in the profit and
loss account

Taxation

Corporation tax payable 1s provided on taxable profits at the current rate

-13-
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Kingfisher Information Technology Services (UK) Limited
Notes to the financial statements — Year ended 29 January 2011

Accounting policies (continued)

Deferred taxation

Deferred tax is recognised in respect of all iming differences that have onginated but not reversed at
the balance sheet date, where transactions or events that result in an obligation to pay more tax in
the future or a nght to pay less tax in the future have occurred at the balance sheet date

A net deferred tax asset I1s recognised as recoverable and therefore recognised only when, on the
basis of all available evidence, it can be regarded as more likely than not that there will be suitable
taxable profits against which to recover carrned forward tax losses and from which the future reversal
of undertying timing differences can be deducted

Deferred tax 1s measured at the average tax rates that are expected to apply Iin the periods in which
the timing differences are expected to reverse, based on tax rates and laws that have been enacted
or substantively enacted by the balance sheet date Deferred tax 1s measured on an undiscounted
basis

Pensions

Defined contnibution scheme

The Kingfisher Group operates a defined contribution pension scheme The assets of the scheme
are held separately from those of the company in an independently administered fund The pension
cost charge disclosed in note 17 represents contnbutions payable by the company to the fund

Defined benefit scheme
The company I1s one of a number of group companies that participate in the Kingfisher Pension
scheme which 1s a defined benefit scheme

The Kingfisher Group operates a defined benefit pension scheme for the benefit of the majority of its
employees, the assets of which are held separately from those of the company in independently
administered funds

Pension scheme assets are measured using market value Pension scheme liabilities are measured
using the projected unit actuarial method and are discounted at the current rate of return on a high
quality corporate bond of equivalent terms and currency to the llability The increase in the present
value of the habiites of the group’s defined benefit pension schemes expected to arise from
employee service in the period 18 charged to operating profit The expected return on the schemes’
assets and the increase during the year in the present value of the schemes’ habilities ansing from
the passage of time are included in other finance income Actuarial gains and losses are recognised
In the statement of total recognised gains and losses

In accordance with 'FRS 17 ~ Retirement benefits’, the operating and financial costs of pension and

other post-retirement benefits are recognised separately in the profit and loss account Current
service costs are recognised within operating profit

- 14 -
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Kingfisher Information Technology Services (UK) Limited
Notes to the financial statements — Year ended 29 January 2011

Accounting policies (continued)
Finance and operating leases

Where assets are financed by leasing agreements which give rnights approximating to awnership, the
assets are treated as If they have been purchased outright The amount capitalised 1s the lower of
the farr value or the present value of the mimimum lease payments during the lease term at the
inception of the lease The assets are depreciated over the shorter of the lease term or their useful
economc life Obligations relating to finance leases, net of finance charges i respect of future
periods, are included, as appropriate, under borrowings due within or after one year The finance
charge element of rentals 1s charged to finance costs in the Income statement over the lease term

All other leases are operating leases and the rental costs are charged to the profit and loss account
on a straight line basis even If payments are not made on such basis

Financial instruments

Financial assets and financial habilities are recognised on the company’s balance sheet when the
company becomes a party to the contractual provisions of the instrument Financial assets are
derecognised when the contractual nghts to the cash flows from the financial asset expire Financal
habilities are derecognised when the cbligation specified in the contract 1s discharged, cancelled or
expires

Deferred income

Income received n advance for projects that have not yet completed 1s recognised on the
company's balance sheet and released 1o the profit and loss account when the costs for the relevant
phase of the project are incurred

Share based payments

The company pariicipates in several equity-settled, share-based compensation plans The rights for
each of the instruments 1s granted by the uitimate parent company, Kingfisher plc, and settled by
shares 1n Kingfisher plc These schemes are treated, for accounting purposes, as equity-settled
arrangements As a result, an expense 1s charged to profit and loss with the corresponding entry to
accrued habilities On vesting of the individual arrangements, the employee obligation 1s settled by
Kingfisher plc and the company 1s recharged the fair value of the award

The fair value of the employee services received in exchange for the grant of options or deferred
shares 1s recognised as an expense, and 1s calculated primarily using Black Scholes and stochastic
models The vatue of the charge 1s adjusted to reflect expected and actual levels of options vesting
The total amount to be expensed over the vesting penod 1s determined by reference to the fair value
of the options or deferred shares granted, excluding the impact of any non-market vesting
conditions Non-market vesting conditions are included in assumptions about the number of options
that are expected to become exercisable

- 15~
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Kingfisher Information Technology Services (UK) Limited
Notes to the financial statements — Year ended 29 January 2011

Accounting policies (continued)

Share based payments (continued)

At each balance sheet date, the company revises its estimates of the number of options that are
expected to become exercisable It recognises the impact of the revision of onginal estimates, If
any, in profit and loss, with a corresponding adjustment to accruals over the remaming vesting
period

Foreign currencies

Monetary assets and habiities denominated in foreign currencies are translated into sterling at the
rates of exchange ruhng at the balance sheet date Transactions in foreign currencies are translated
inte sterling at the exchange rate prevalling on the date of transaction or, for practical reasons, at
average monthly rates where exchange rates do nct fluctuate significantly Exchange gains and
losses are taken into account in arriving at the operating profit in the year in which they arise

Turnover and cost of sales

Turnover originates entirely from the United Kingdom and is derived wholly from the recharge of IT
services to companies within the Kingfisher Group

Cost of sales 2011 2010

£000 £000
IT services from group undertakings 38,741 42,164
IT operational costs 659,282 61,574
Cost of sales before exceptional items 108,023 103,738
'mpairment of fixed assets (see note 8) 625 6,187
Cost of sales 108,648 109,925

Profit/ (loss) on ordinary activities before taxation

Profit/ (loss) on ordinary activities before taxation i1s stated after charging/ (crediting)

2011 2010

£000 £000
Depreciation - owned assetls 23,010 22,882
Depreciation — finance leases 79 664
Imparrment losses on fixed assets 625 6,471
Auditor's remuneration
- audit services 10 9
Staff costs (see note 6) 21,122 16,895

- 16 -



Kingfisher Information Technology Services (UK) Limited
Notes to the financial statements — Year ended 29 January 2011

Interest receivable and similar income

2011 2010
E000 £000
interest receved on intra-group deposits 62 103
Other finance Income
2011 2010
£000 £000
Net interest charge on defined benefit pension scheme (see note 17) (317) (79)
Interest on finance lease (83) (155)
(400) (234)
Staff costs and directors’ remuneration
Particulars of employee costs are as shown below
2011 2010
£000 £000
Wages and salaries 17,924 14,356
Social secunty costs 1,750 1,421
Other pension costs 1,448 1,118
21,122 16,885

The average monthly number of persons employed by the company during the year was

2011 2010
Number Number
Administration 297 280

Directors' remuneration:

No directors received remuneration or waived emoluments from the company during the year ended
29 January 2011 (2010 £mil)

The emoluments of Mr M Bell are paid by the parent company and are recharged to this company
The recharge for the year was £308,392 (2010 £351,925)

The emoluments of Mr | Cheshire are paid by the parent company Mr Cheshire's services to this

company and to a number of fellow subsidianies are of a non-executive nature and therr emoluments
are deemed to be wholly attributable to their services to the parent company

-17-




Kingfisher information Technology Services (UK) Limited
Notes to the financial statements — Year ended 29 January 2011

Staff costs and directors’ remuneration {continued)

The emoluments of Mr N Folland and Mr D Paramor are paid by the parent company which makes
no recharge to the company Mr N Folland and Mr D Paramor are directors of a number of fellow
subsidiaries within the Kingfisher Group and it 1s not possible to make an accurate apportionment of
therr emoluments 1n respect of each of the subsidiaries

Tax on profit/ {loss) on ordinary activities

The tax charge is based on the taxable profit for the year and comprises

2011 2010
£000 £000
Current tax
UK Corporation tax on profit/ (loss) of the year 1,571 {126)
1,571 {126)
Deferred tax (see note 13)
Deferred tax {2,294} 543
Adjustment in respect of prior years {1,260} (46)
Effect of restatement at 27% {421} -
{3,975) 497
Tax (charge)/ credit on profil/ {loss) on ordinary activities (2,404} 371

Factors affecting the tax charge for the financial year

The tax charge for the year differs from the standard rate of corporation tax in the UK of 28%
The differences are explained below

2011 2010
£000 £000
Profit/ (loss) on ordinary activities before taxation 2,454 (1.511)
Taxation profit/ (loss) on ordinary activities at the standard rate in the UK (687) 423
(28%)
Effects of
Timing differences provided for 2,294 (542)
Expenses nol deductible for {ax purposes (36) )]
Total current corporation tax credit/ (charge) for the year 1,571 (126)

Based on enacted legislation at the 29 January 2011, the rate of corporation tax was expected to
decrease to 27% on 1 Apnl 2011 As a result, the deferred tax has been provided at this rate

-18 -




Kingfisher Information Technology Services (UK) Limited
Notes to the financial statements — Year ended 29 January 2011

Tax on profit/ (loss) on ordinary activities (continued)
Tax I1s paid by the parent company and charged through the inter company account

Based on current capital investment plans, the company expects to continue to be able to claim
capuital allowances in excess of depreciation in future years

Deferred tax assets have not been discounted

Tangible fixed assets

Computer  Assets in the Fixtures,
hardware and course of fittings and
software  construction equipment Total
£000 EQOO £000 £000
Cost
At 31 January 2010 134,906 20,793 4,752 160,451
Intercompany additions - 5,024 - 5,024
Additions - 46,028 - 46,028
Transfers 31,804 (31,844) 40 -
At 29 January 2011 166,710 40,001 4,792 211,503
Accumulated depreciation
At 31 January 2010 (96,362) (3,176) (1,175) (100,713)
Charge for the year (22,691) - (398) (23,089)
impairment losses (312) (313) - (625)
At 29 January 2011 (119,365) (3,489) {1,573) (124,427)
Net book value
At 29 January 2011 47,345 36,512 3,219 87,076
At 30 January 2010 38,544 17,617 3,577 59,738

During the year an impairment foss of £625,100 has been recognised for elements of computer
software and software in development which have no recoverable amount to the business This
impairment loss has been ctassified as impairment of fixed assets within the financial statements

The net book value of assets held under finance lease or hire purchase contracts included above

were
2011 2010
£000 £000
Computer hardware and software 876 -
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Kingfisher Information Technology Services (UK) Limited

Notes to the financial statements - Year ended 29 January 2011

Debtors
2011 2010
£000 £000
Amounts owed by group undertakings 14,282 36,405
Other debtors 248 1,324
Corporation tax 3,678 1,135
Deferred taxation (see note 13) 9,353 12,812
Other taxation 1,972 1,355
Prepayments and accrued income 3,348 1,964
32,881 54,995

There are two types of intra-group accounts non-interest beanng accounts with other Kingfisher
group subsidianes and an interest beanng treasury account with Kingfisher plc  All accounts are
unsecured and repayable on demand The average daily interest rate on the treasury account
during the year was 0 55%

Creditors - amounts falling due within one year

2011 2010

£000 £000

Trade creditors (5,401} (11,479)
Amounts owed to group undertakings (7,310} (5,558)
Obhgations under finance leases and hire purchase contracts (note 12} (301) (878)
Other tax and social security (505) (397)
Other creditors (2,365) (1,700)
Accruals and deferred ncome (19,970) (7,852)
(35,852) (27,864)

There are two types of intra-group accounts non-interest bearing accounts with ather Kingfisher
group subsidianes and an interest beanng treasury account with Kingfisher plc  All accounts are
unsecured and repayable on demand The average daily Interest rate on the treasury account
duning the year was 0 55%

Creditors - amounts falling due in more than one year

2011 2010

£000 £000
Obligations under finance leases and hire purchase contracis {note 12) (579)

(579)
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Notes to the financial statements — Year ended 29 January 2011

Obligations under finance leases and hire purchase contracts

2011 2010
£000 £000
Due within one year (3289) (938)
Due in one to two years (378) -
Due in two to five years (220) -
Total gross payments (927) (938)
Less finance charges included above 47 60
(880) (878)

All cbligations under finance leases and hire purchase contracts are secured on the assets to which
they relate

Deferred taxation

2011
E000
Deferred tax asset excluding deferred tax on pension asset
As at 31 January 2010 12,813
Movement durning the year (3,460)
As at 29 January 2011 9,353
Deferred taxation recognised in the financia! statements 1s as follows -
2011 2010
£000 £000
Accelerated capital allowances 8,799 12,455
Other ming differences 554 357
Deferred tax excluding that relating to pension asset/ lability 9,353 12,812
Deferred tax relating to pension asset/ hability (190) 2,514
Total provision for deferred tax 9,163 15,326
As at 31 January 2010 15,326
Deferred tax charge n profit and loss account {note 7) (3.975})
Deferred tax charge to the statement of total recognised gains and losses (2,188)
As at 29 January 2011 9,163

There is no unprovided deferred tax requiring disclosure in these financial statements
The directors consider that it is more likely than not that there will be sufficient taxable profits in the

future such as to realise the deferred tax asset, and therefore the asset has been recognised In
these financial statements
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Kingfisher Information Technology Services (UK) Limited

Notes to the financial statements — Year ended 29 January 2011

Called up share capital

2011 2010
£ £
Authorised
200,000,000 Ordinary shares of £1 each 200,000,000 200,000,000
2011 2010
£ £
Allotted, 1ssued and fully paid
As at 31 January 2010 and 28 January 2011 100,000,000 100,000,000

The ordinary shares hold voting rnights and have preferential rights to return of capital on winding up
The increase In 1ssued and allotted share capital 1s to aid the long term funding of the company

Reserves

Profit and
loss account
£000
At 31 January 2010 {19,596)
Profit for the financial year 50
Actuanal gain on the pension scheme 8,103
Movement on deferred tax relating to the actuanal loss/(gain) (2,188)
At 29 January 2011 (13,631)

Reconciliation of movement in shareholder’s funds
2011 2010
£000 £000
Opening shareholder's funds 80,404 87,234
Profit/ (loss) for the financial year 50 (1.140)
Actuarial gain/ {loss) on the penston scheme 8,103 (7,901)
Movement on current tax relating 1o the actuanal gan/ (loss) - 280
Movement on deferred tax relating to the actuana! gain/ (loss) (2,188) 1,961
Closing shareholider’s funds 86,369 80,404
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Kingfisher Information Technology Services (UK) Limited
Notes to the financial statements — Year ended 29 January 2011

Pension arrangements

The Company participates in both a funded defined benefit scheme and a funded defined contnibution scheme
Defined contribution schemes

The total pension charge in the profit and loss account for the defined contribution scheme was £183,000
{2010 £113,000)

Defined benefit schemes

The Company is one of a number of Group companies that participate in the Kingfisher Pension Scheme
which 1s defined benefit in nature The Company has accounted for its share of the scheme assets and
habiiies The valuation of the scheme used for FRS 17 has been based on the most recent actuanal
valuation of the Group's UK scheme as at 31 March 2010 and has been updated to 29 January 2011

On 28 January 2011 Kingfisher plc, the Company’s ultimate parent, entered into an arrangement with the
scheme Trustee to address an element of the scheme deficit Further detalls on this arrangement are given in
note 27 of the consolidated financial statements of Kingfisher plc As part of this arrangement, Kingfisher plc
made a contnibution of £78m to the scheme and subseguently recharged the other participating Group entities
based on their share of pensionable payroll, amounting to a contribution for the Company of £3,476,000

a) Principal actuarial valuation assumptions

The assumptions used in calculating the costs and obligations of the defined benefit pension schemes are set
by the Directors after consultation with independent professionally qualified actuanes The assumphtions are
based on the conditions at the time and changes in these assumptions can lead to significant movements in the
estimated obligation

The discount rate 1s based on the yield on the 1Boxx over 15 year AA-rated Sterling corporate bond index
adjusted for the difference in term between 1Boxx and scheme labilities The overall expected rate of return on
scheme assets reflects market expectations at the valuaton date of long term assetl returns and the mix of
assets in the scheme

Annual % rate 2011 2010
Discount rate 56 55
Salary escalation 43 42
Rate of pension increases 35 34
Price inflation 35 35
% raie of return 2011 2010
Equities B85 79
Bonds 48 47
Property 69 64
Other 37 42
Overall expected rate of return 60 58
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Kingfisher Information Technology Services (UK) Limited
Notes to the financial statements — Year ended 29 January 2011

Pension arrangements (continued)

For the UK scheme, the mortality assumptions used in the actuanal valuations have been selected with regard
to the charactenstics and experience of the membership of the scheme from 2007 to 2010 The base monrtality
assumptions have been denved by adjusting standard mortality tables (SAPS tables) projected forward to 2010
with the medium cohort improvement facters for males and with the standard improvement factors for females
In addition, allowance has been made for future increases in life expectancy For males, the allowance 15 in Iine
with medium cohort improvements subject to a mimmum rate of improvement of 1% pa, and for females, the
allowance 1s m hne with the average of the standard series and long cohort improvements, subject to a
mimmum of 1% pa These improvements take into account trends cbserved within the scheme over the past
decade and general population trends

The assumptions for life expectancy of the scheme members are as follows

2011 2010
Age to which current pensioners are expected 1o hive (60 now)
- Male 864 872
- Female 871 859
Age to which future pensioners are expected to live (60 in 15 years
time}
- Male 871 888
- Female 887 871
b) Sensitivity analysis of key actuarial assumptions used

The following table analyses, for the UK scheme, the estimated impact on obligations resulting from changes to
key actuanal assumptions, whilst holding all other assumptions constant

Assumption Change 1n assumption Impact on defined benefit
obligation £000

Discount rate Increase/decrease by 0 1% 1,622
Salary escatation Increasel/decrease by D 1% 150
Rate of pension Increases Increase/decrease by 0 1% 1,099
Price inflation Increase/decrease by 0 1% 1,667
Mortalty Increase n life expectancy by one year 2,439
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Pension arrangements (continued)

c) impact of defined benefit scheme on profit and loss account

The amounts recogrised In the profit and loss account are as follows

2011 2010
£000 £000
Amounts charged to operating loss
Current service cost (1,265) (1.005)
Total operating charge (1,265) {1,005)
Amounis credited/(charged) to other finance costs
Expected return on pension scheme assets 4,502 4,560
Interest on pension scheme liabilities (4,819) {4,639
Net interest charge (317) (79)
Total charged to the profit and loss account (1,582) {1,084
d) Defined benefit asset position on balance sheet
The amounts recognised on the balance sheet are as follows
2011 2010
£000 £000
Present value of defined benefit obhigations (88,221) (87.,605)
Fair value of scheme assets 91,254 78,626
Net asset/(liability) 3,033 {(8.979)
Related deferred tax (lability)/asset (190) 2,514
2,843 (6.465)

Movements in the present value of defined benefit obhgations on the balance sheet are as follows

2011 2010

£000 £000
Obligations
Defined benefit obligation at beginning of year (87,605) (66,288)
Total service cost charged n the profit and loss account (1,265) {1,005)
interest charge (4.819) (4,639)
Actuarial gains/(losses) 2,646 (18.417)
Cantributions paid by employees (431) (426)
Benefits paid 3,253 3170
Defined benefit obligation at end of year (88,221) (87,605)
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Pension arrangements (continued)

Movements in the fair value of scheme assets on the balance sheet are as follows

2011 2010
£000 £000
Assets
Fair value of plan assets at beginning of year 78,626 64,278
Expected return of pension scheme assets 4,502 4,560
Actuanial gans/(losses) 5,457 10,516
Contributions paid by employer 5492 2,016
Contnbutions paid by employees an 426
Benefits paid (3,254) {3,170)
Fair value of plan assets at end of year 91,254 78,626
The analysis of the scheme assets at the balance sheet date 1s as follows
2011 2010
£000 £000
Equities 26,651 29% 26,418 34%
Bonds 51,473 57% 46,783 59%
Property 4,529 5% 4,089 5%
Other 8,601 9% 1,336 2%
Total market value of assets 91,254 100% 78,626 100%
The pension plans do not hold any assets other than those disclosed above
The actual return on pension scheme assets 1s as follows
2011 2010
£000 £000
Actual return on pension scheme assets 9,959 15,076
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Notes to the financial statements — Year ended 29 January 2011

Pension arrangements (continued)

d) Defined benefit asset position on balance sheet (continued)

The history of actuanal gains and losses Is as follows

201 2010 2009 2008 2007
£000 £000 £000 £000 £000
Present value of defined benefit obligations (88,221) (87,605) (66,288) (63,198) -
Far value of scheme assets 91,254 78626 64278 68,444 -
Net asset/ (lability) in the scheme 3,033 (8,979) (2.010) 5,248 -
2011 2010 2009 2008 2007
£000 £000 £000 £000 £000
Actual return less expected return on pension scheme
assets 5,457 10516 (8,771) (780) -
Percentage of scheme assets 6 0% 34% (136%) (11%) -
Expenence (loss) ansing on pension scheme liabilites 2,058 - - (272) -
Percentage of scheme liabilities {2 3%) 00% 0 0% 04% -
Changes tn assumptions underlying present value of
scheme habiities 588 (18.417) {101) 3,821 -
Percentage of scheme habilities (0 7%) 21 0% 02% (60%) -
Total amount recognised in other reserves 8,103 (7901) (8,872) 2,769 -

The cumulative actuaral loss recognised in the statement of total recognised gains and losses was £5,901,000

(2010 loss £14,004,000)

The estimated amounts of contributions expected to be paid to the pension scheme by the Company dunng the

next financial year 1s £2,500,000 (2010 £2,000,000)

Share based payments

The company participates 10 a number of share option schemes including the Kingfisher Incentive Scheme,
Kingfisher Retention Plan, Performance Share Plan, UK ShareSave Pian and Restncted Special Awards

The Kingfisher Incentive Scheme, Kingfisher Retention Plan and Performance Share Plan are the principal
share option schemes available to eligible Kingfisher employees A full description of the Scheme and its
operation 1s provided on the Remuneration Report on pages 41 to 53 of the Kingfisher plc annual report and

accounts

Restricted Special Awards were onginally reported under the KISS These awards are granied as one-off
compensatory awards granted under the rules of the KISS They are nil cost options, as with the KISS, but do
not accrue dividends until after they are exercised Vesting dates may vary according to individual grants

- 27 -




Kingfisher Information Technology Services (UK) Limited

Notes to the financial statements — Year ended 29 January 2011

Share based payments (continued)

Under the UK ShareSave Plan, eligible UK employees have been invited to enter into Inland Revenue approved
savings contracts for a penod of three or five years, whereby shares may be acquired with repayments under
the contract The option price is the average market price over three days shortly before an offer to subscnbe,
discounted by 20% Options are exercisable within a six-month period from the conclusion of a three or five-
year penod

The rules of the Kingfisher Incentive Scheme, Performance Share Plan, Kingfisher Retention Plan, ShareSave
Plans and Restricted Special Awards include provision for the early exercise of options n certain
circumsiances

The nghts for each of the instruments 1s granted by the ultimate parent company, Kingfisher plc, and settled by
shares in Kingfisher plc These schemes are treated, for accounting purposes, as eqguity-seltfed arrangements
As a result, an expense 1s charged to profit and loss with the corresponding entry to accrued habilities On
vesting of the individual arrangements, the employee obligation 15 settled by Kingfisher plc and the company 1s
recharged the fair value of the award

The fair value of share options and deferred shares 1s obtained using the Black-Scholes and stochastic option
pricing models The inputs of the principal schemes into these models are as follows

Share

price Divide Risk
Date of at Exercise Expected Expected nd free Far
grant  grant phce life volatiity yieid rate  value
£ £ years % % %o £
Kingfisher incentive Share 10/04/06 231 - 35 - 4 6% - 20
Scheme 10/04/06 231 - 35 198% 46% - 077
11/04/07 277 - 35 - - - 277
21/04/08 128 - 35 - - - 128
21/04/09 163 - 35 - - - 163
06/04/10 224 - 35 - - - 224
05/05/10 233 - 35 450% 24% 17% 233
Performance Share Plan 28/06/06 229 - 36 19 8% - 49% 104
24/10/06 265 - 35 19 6% - 50% 138
11/04/07 277 - 35 20 2% - - 168
01/10/07 183 - 35 22 4% - - 026
01/02/08 151 - 35 28 2% - - 092
01/02/08 151 - 45 - - - 151
21/04/08 128 - 45 - - - 128
24/07/08 124 - 45 - - - 124
01/10/08 135 - 356 35 9% - - 079
01/1Q/08 135 - 40 - - - 135
21/04/09 163 - 45 44 9% - 22% 117
21/04/09 163 - 45 - - - 163
30/10/09 224 - 35 - - - 224
05/05/10 233 - 246to 35 - - - 233
05/05/10 233 - 35 46 7% - 15% 130
21/10M10 247 - 20to304 - - - 247
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Share based payments (continued)

Share

price Risk
Date of al Exercise Expected Expected Dividend free Far
grant grant price Iife volatiity yleld rate  value
Kingfisher Retention Plan 21/04/08 128 - 15to45 - - - 128
UK and International 22/10/04 308 245 55 35 0% 33% 46% 108
ShareSave 27/10/05 201 176 35 35 0% 53% 43% 049
2710/05 201 176 55 35 0% 53% 44% 052
26/10/06 265 197 35 19 8% 40% 40% 075
26/10/06 265 197 55 28 1% 40% 40% 086
01/11/07 190 1585 35 23 6% 56% 50% 042
01/11/07 1980 155 55 25 5% 56% 50% 044
29/10/08 109 109 35 36 3% 49% 34% 023
29/10/08 109 109 55 30 8% 49% 38% 022
03/11/09 224 172 35 43 6% 24% 22% 051
03/11/09 224 172 585 36 4% 24% 29% 038
28/10/10 2398 187 35 44 3% 23% 11% 053
28/10/10 239 187 55 37 3% 23% 19% 039

Expected volatiity was determined for each individual award, by calculating the histonical volatiity of the
Group's share pnice (plus reinvested dividends) immediately prior to the grant of the award, over the same
period as the vesting period of each award, adjusted by expectations of future volatility

The Company recognised a total expense of £671,000 in the year ended 29 January 2011 (2010 £665,000)
relating to equity-settled share-based payment transactions The total carrying amount for labilities ansing from
share based payment transactions at the end of the year was £1,978,000 (2010 £1,276,000)

A summary of options I1s detailed below

2011 2010

Weighted
Options average Options Weighted average
exercise price exercise prce
Number £ Number £
Outstanding at beginning of year 1,890,107 072 1,244,254 097
Transferred with employees 135,195 029 214,139 032
Granted during the year ' 2 855,166 015 909,978 038
Forfeited during the year (11,878) 001 (253,262) 013
Exercised durnng the year {75,052) 029 (123,538) 047
Expired dunng the year (145,065) 034 {101 ,464) 172
Outstanding at end of year 2,648,473 059 1,880,107 072
Exercisable at end of year 485,313 163 43,363 218
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Share based payments (continued)
! The charge to the ncome statement for the years ended 29 January 2011 and 30 January 2010 In
respect of share-based payments includes the first year's charge of the 2011 and 2010 Kingfisher
Incentive Share Scheme (‘KISS’) grants respectively, based on the cash bonus for the year Since grants
under the KISS are made following the year end to which the first year of charge relates, 1t 1s not possible
to give the number of options granted until after the year end

The weighted average exercise price for options granted duing the year represents a blend of nil price
KISS, Performance Share Plan and Store Manager Incentive Plan options and discounted ShareSave
options (see below)

Options have been exercised on a regular basis throughout the period On that basis, the weighted average
share price dunng the year, rather than at the date of exercise, 1s £2 30 (2010 £1 98) The options outstanding
at the end of the year have exercise prices ranging from nil to £2 38 (2010 nil to £2 45) and a weighted
average remaining contractual ife of 2 1 years (2010 2 08 years)

Capital and other commitments

2011 2010
£000 £000
Contracts placed for future capital expenditure not provided in the 2,508 1,002

financial statements

Ultimate parent undertaking

The ultimate parent company 1s Kingfisher plc, which I1s registered in England and Wales A copy of the Annual
Report and Accounts of the ulbmate parent company can be obtained (printed or downloaded} from
www kingfisher com or from The Secretary, Kingfisher plc, 3 Sheldon Square, Paddington, London, W2 6PX

Related parties

In accordance with Financial Reporting Standard No 8 Related Party Disclosures, the ccmpany 1s exempt from
disclosing transactions with entities that are part of the group, as it 1Is a more than ninety per cent owned
subsidhary undertaking of a parent whose consclidated financial statements are publicly avallable

During the year the company carned out a number of transactions with related parties in the normal course of
business and on an arm’s length basis
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