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NEXT Distribution Limited

Directors’ report and business review

The Directors present their annual report and audited accounts for the year ended 29 January 2011

Results and dividends

The profit for the year, after taxation, amounted to £33,720,000 (2010 £30,481,000) An terim equity
dividend of £50,000,000 (2010 £80,000,000) was paid during the year The directors do not propose
payment of a final dividend

Principal activities and review of the business

The principal activity of the Company during the year was the warehousing and distribution of clothing
and home furnishing products on behalf of the NEXT group The Company also offers warehousing and
distribution services to third parties outside of the NEXT group

2011 2010

£000 £000
Revenue 321,303 311,604 +3 1%
Operating profit 47,015 41,502 +13 3%
Average number of employees 4,314 4,139

The directors constder the trading results to have been satisfactory

Risks & Uncertainties

The Board has a policy of continuous 1dentification and review of key business risks and oversees the
development of processes to ensure that these nisks are managed appropriately Executive directors and
operational management are delegated with the task of implementing these processes and reporting to the
Board on their outcomes The key nisks idenufied by the Board are summarised below

Warehousing & distnbution

The Board regularly reviews its warehouses and the related logistics operations that support 1ts businesses
Risks mclude business interruption due to physical property damage, access restrictions, breakdowns 1n
warehouse systems, capacity shortages, mnefficient processes and delivery service failures Planning
processes are in place 1o ensure there 1s sufficient warehouse handling capacity for expected future
business volumes over the short and longer terms In addition, service levels, warehouse handling and
delivery costs are monitored continuously to ensure goods are delivered to Retail stores, Directory
customers and third party ¢lients in a timely and cost-efficient manner

Management team

The success of the Company relies on the continued service of sts senior management and technical
personnel and on its ability to contimue to attract, motivate and retain highly qualified employees The
sector 15 very competitive and the Company's staff are frequently targeted by other companies for
recruitment The Remuneration Committee 1dentifies senor personnel, reviews their remuneration at least
annually and formulates packages that are structured to retain and motivate these employees In addimon,
the Board considers the development of semior managers to ensure that there are adequate career
development opportunities for key personnel and an orderly succession and promotion to all important
management positions within the Group’s businesses

IT systems & business continuity

The Company 1s dependent upon the continued availabihty and integnity of its computer systems The
business must record and process a substantial volume of data and conduct inventery management
accurately and quickly The Company expects that 1ts systems will require continuous enhancement and
ongoing investment to prevent obsolescence and mamtain responsiveness to business needs Back up
facilities and business continuity plans are in place and are tested regularly to ensure that business
interruptions are mimmised and data 1s protected from corruption or unauthorised access or use
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Directors’ report and business review

Employees

People are key to achieving the Company’s business objectives The Company has estabhshed policies for
recruitment, traiming and development of personnel and 1s committed to achieving excellence m the areas
of health, safety, welfare and protection of employees and their working environment

Equal opportunities

The Company 1s an equal opportunities employer and will continue to ensure 1t offers career opportunities
without discrimination Full consideration 1s given to apphcation for employment from disabled persons,
having regard to their particular aptitudes and abihties The Company has continued the employment
wherever possible of any person who becomes disabled during their employment Opportunities for
training, career development and promotion do not operate to the detriment of disabled employees

Training and development

The Company aims to realise the potential of 1its employees by supporting their career progression and
promotion wherever possible It makes significant investment in the traming and development of staff and
m traming and education programmes which contribute to the mternal promotion prospects of employees

Employee communication

The Company has a policy of providing employees with financial and other information about the business
and ensures that the suggestions and views of employees are taken into account The NEXT Group has an
employee forum made up of a network of elected representatives from throughout its busmesses who
attend meetings at least twice a year with directors and semor managers This forum enables and
encourages open discussion on key business 1ssues, policies and the working environment

Social & Environmental Matters

Health and Safety

The Company recognises the importance of health and safety at work and 1ts management 18 designed to
contribute to improving business performance Policies and procedures are reviewed and audited regularly
to make safety management more robust and fully up to date

The Company’s objective 1s to manage all aspects of 1ts busmess 1n a safe manner and take practical
measures to ensure that its activities and products do not harm customers, employees, contractors, sites or
equipment Procedures are m place to enable effective two way communication and consultation about
health, safety and welfare 1ssues n order to achieve a high level of safety awareness

Environment
The Company recogmses that it has a responsibibty to manage the impact of its business on the
environment both now and 1n the future Key areas of focus continue to be

e energy use and emissions from warehouses, distribution centres and offices,
e fuel emissions from the transportation of products to either stores or customers’ homes, and
e  waste created in warehouses, distribution centres and offices

NEXT s commuitted to reducing 1ts carbon footprint by reducing energy consumption throughout its
operations, mimmising and recycling waste, cutting transport emissions and reducing the packaging 1n our
products

For waste, the priorities are to minimise the total amount of waste generated within the NEXT Group's
operations and to recycle more waste mn order to divert it from landfill During the year the quantity of
general waste created by the business was reduced by 25% compared to last year The NEXT Group has
also developed sotutions to recycle 76% of 1ts remaining waste, an ncrease of 11% on the previous year
NEXT comples with The Waste Electrical and Electrome Equipment (WEEE) Regulations through
participauon n a UK wide WEEE collection system to enable its customers to recycle electrical products
free of charge at UK recycling sites
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Supphers

The Company's policy for the payment of suppliers 1s either to agree terms of payment at the start of
business, or to ensure that the supplier 1s aware of the Company's payment terms Payment 1s made 1n
accordance with contractual and other legal obligations

At 29 January 2011, the Company had an average nil days (2010 ml days) purchases outstanding in trade
creditors

Directors
The directors who served the Company during the period were as follows

D W Keens
S A Wolfson
A ] Varley

No director had any interest 1n the share capital of the Company or of any subsidiary company of NEXT
plc The directors are also directors of NEXT plc, and their own and their famihes’ interests in the ordinary
shares of NEXT plc are shown n the accounts of that company

Going concern

The Company's business activities, together with the factors likely to affect its future development,
performance and position, are set out above The Company participates n the NEXT group's centralised
treasury arrangements and so shares banking arrangements with its parent and fellow subsidiary
companies

The directors, having assessed the responses of the directors of the Company's parent, NEXT ple, to their
enquiries have no reason to believe that a material uncertainty exists that may cast doubt about the ability
of the NEXT group to continue as a going concern or its ability to continue with the current banking
arrangements  On the basis of these enquirtes, and their assessment of the Company's financial position
the directors have a reasonable expectation that the Company has adequate resources to continue Ifs
operations for the foreseeable future For this reason, they have continued to adopt the going concern basis
in preparing the financial statements

Auditors
Ermnst & Young LLP have expressed their willingness to continue n office as auditors of the Company and
their reappointment will be proposed at the AGM

Disclosure of information to auditors
In accordance with the provisions of section 418 of the Companies Act 2006, each of the persons who 1s a
director at the date of approval of this report confirms that
e 5o far as the director 1s aware, there 15 no relevant audit information of which the Company’s
auditors are unaware, and
e each director has taken all the steps that he ought to have taken as a director to make themselves
aware of any relevant audit information and to establish that the Company’s auditors are aware of
that information

By order of the board

AJR McKinlay
Secretary

15 July 2011
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Directors' responsibility statement

The directors are respensible for preparing the financial statements 1n accordance with applicable United
Kingdom law and those International Financial Reporting Standards (“IFRS”) as adopted by the European
Umon

The directors are required to prepare financial statements for each financial year which present fairly the
postion, financial performance and cash flows of the Company for that period In preparing those
financial statements, the directors are required to

* select suitable accounting policies and then apply them consistently,

e present information, ncluding accounting policies, 1n a manner that provides relevant, relable,
comparable and understandable information,

e provide additional disclosures when compliance with the specific requirements of IFRS 1s
msufficient to enable users to understand the impact of particular transactions, other events and
conditions on the Company’s financial position and performance,

s state that the Company has complied with IFRS, subject to any material departures disclosed and
explained 1n the financial statements, and

e prepare the financial statements on the gong concern basis unless it is mappropriate to presume
that the Company will continue its business

The directors confirm that the financial statements comply with the above requirements

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




Independent auditors’ report
to the members of NEXT Distribution Limited

We have audited the financral statements of NEXT Distribution Limited for the year ended 29 January
2011 which comprise the Income statement Statement of comprehensive income, Balance sheet, Statement
of changes n equity, Cash flow statement, and the related notes 1 10 24 The financial reporting
framework that has been apphed in their preparation 15 applicable law and International Financial
Reporting Standards ("IFRS") as adopted by the European Union

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 (n an auditor’s report and for no other purpose To
the fullest extent permutted 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 auditor

As explamned more fully in the Directors’ responsibility statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view OQur
responsibility is 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 Ethical Standards for Auvditors

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures n the financial statements
sufficient to give reasonable assurance that the financial statements are free from material misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropriate to the Company’s circumstances and have been consistently applied and adequately disclosed,
the reasonableness of sigmficant accounting estimates made by the directors, and the overall presentation
of the financial statements [n addition, we read all the financial and non-financial information in the
Directors' Report to identify matertal inconsistencies with the audited financial statements If we become
aware of any apparent material misstatements or inconsistencies we consider the wmplications for our
report

Opinion on financial statements
In our opinion the financial statements
s give a true and fair view of the state of the Company’s affairs as at 29 January 2011 and of its
prefit for the year then ended,
= have been properly prepared in accordance with [FRS as adopted by the European Umion, and
*  have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matters prescribed by the Companies Act 2006
In our epinion the information given in the Directors® Report for the financial year for which the financial
statements are prepared 15 consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report i respect of the following matters where the Companies Act 2006 requires us to
report to you If, (n our opimon
e adequate accounting records have not been kept, or returns adequate for our audit have not been
recerved from branches not visited by us, or
» the financial statements are not 1n 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

E\/ﬂﬂ x \[dl/th uf

Chnistopher Voogd (Semor statutory auditor)

for and on behalf of Ernst & Young LLP, Statutory Auditor
Birmingham

18 July 2011




NEXT Distnbution Limited

Income statement
for the year ended 29 January 2011

Notes 2011 2010
£000 £000
Revenue 2 321,303 311,604
Cost of sales (273,384) (269,260)
Gross profit 47,919 42 344
Net operating expenses (504) (842)
Operating profit 3 47,015 41,502
Finance costs 6 G (48)
Profit before taxation 46,978 41,454
Taxation 7 (13,258) (10,973)
Profit for the year 33,720 30,481

Statement of comprehensive income
for the year ended 29 January 2011

There was no other comprehensive income for the year other than the profit of £33,720,000 (2010
£30,481,000)

Registered in England, no 3045421




NEXT Distribution Limited

Balance sheet

at 29 January 2011
Notes 2011 2010
£000 £000
ASSETS AND LIABILITIES
Non-current asseis
Property, plant & equipment 9 148,351 146,658
Current assets
Trade and other receivables 10 53,824 18,352
Cash and short term deposits 8,469 3,884
62,293 22,236
Total assets 210,644 168,894
Current liabilities
Trade and other payables 11 (136,063) (79,034)
Current tax hability (13,154) (12,009)

(149,217) (91,043)

Non-current habilities

Provisions 14 - (89)

Trade and other payables 15 (520) (679)

Deferred tax habihity 7 (20,002) 20,239
(20,522) (21,007)

Total habilities (169,739) (112,050)

Net assets 40,905 56,844

EQUITY

Share capital 18 25,000 25,000

Retained earnings 15,905 31,844

Total equity 40,905 56,844

D W Keens

Director

15 July 2011
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Statement of changes in equity
for the year ended 29 January 2011

Share Retammed

capital earnings Total

£000 £000 £000
At January 2009 25,000 80,697 105,697
Total comprehensive income for the year - 30,481 30,481
Tax recognised directly 1n equity - 666 666

Approved equity dividends - {80,000) (80,000)
At January 2010 25,000 31,844 56,844
Total comprehensive income for the year - 33,720 33,720
Tax recognised directly 1n equity - 341 341

Approved equity dividends - (50,000) (50,000)
At January 2011 25,000 15,905 40,905




NEXT Distribution Limited

Cash flow statement
for the year ended 29 January 2011

Notes 2011 2010
£000 £000
Cash flows from operafing activities
Operating profit 47,015 41,502
Depreciation 18,202 19,238
Loss on disposal of property, plant & equipment - 274
(Increase)/decrease 1n trade and other receivables (35,472) 197,233
Increase/(decrease) in trade and other payables 57,222 (155,626)
Decrease 1n provisions (89) (664)
Cash generated from operations 86,878 101,957
Corporation taxes paid {12,009) (11,248)
Net cash from operating activities 74,869 90,709
Cash flows from invesling activitres
Proceeds from sale of property, plant & equipment - 36
Acqusition of property, plant & equipment (19,895) (11,487)
Net cash from investing activities (19,895) (11,451)
Cash flows from financing activities
Equity dividends paid (50,000) (80,000)
Interest paid (37N (48)
Payment of finance lease habihties (352) (358
Net cash from financing activities (50,389) (80,406)
Net movement 1n ¢ash and cash equivalents 4,585 (1,148)
Opening cash and cash equivalents 3,884 5,032
Closing cash and cash equivalents 21 8,469 3,884




NEXT Distribution Limited

Notes to the financial statements
at 29 January 2011

1. Accounting policies
Basis of preparation
The financial statements have been prepared in accordance with International Financial Reporting

Standards (“IFRS™) adopted for use mn the European Umon and mn accordance with the Companies Act
2006

The financial statements have been prepared on the historical cost basis except for share based payments
which are measured at fair value The principal accounting policies adopted are set out below

The financial statements are presented 1n sterling and all values are rounded to the nearest thousand pounds
except where otherwise indicated

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

Revenue

Revenue 1s measured at the far value of the consideration received or recervable and represents amounts
recervable for services provided to customers outside of the Company, stated net of value added and other
sales taxes

Income from rendering of services 1s recognised when the services have been performed

Property, plant & equipment
Property, plant and equipment are stated at cost less accumulated depreciation and reviewed annually for
imparrment

Depreciation is provided to write down the cost of property, plant and equipment to therr estimated residual
values, based on current prices at the balance sheet date, over their remaining useful lives by equal annual
mstalments Useful lives are also reviewed annually

The depreciation period generally applicable to plant and machinery ranges from two to fifteen years

Impairment

The carrying values of non-financial assets are reviewed at each balance sheet date to determine whether
there 1s any indication of impairment  If any such indication exists, the recoverable amount of the asset 1s
estimated Where the asset does not generate cash flows which are independent from other assets, the
recoverable amount of the cash-generating unit to which the asset belongs 1s estimated

The recoverable amount of a non-financial asset 15 the higher of 1ts fair value less costs to sell, and 1ts value
in use Value 1n use 1s the present value of the future cash flows expected to be derived from an asset or
cash-generating unit

An imparrnent loss 15 recogmised m the income statement whenever the carrying amount of an asset or
cash-generating umit exceeds 1ts recoverable amount

Financial assets
Financial assets are classified in the following categories at fair value through profit or loss, loans and
receivables, and available-for-sale

Financial assets at fair value through profit or loss are financial assets held for trading Denivatives are also
categorised as held for trading unless they are designated as hedges Gains or losses arising from changes
in the farr value of the ‘financial assets at fair value through profit or loss’ category are included 1n the
income statement 1n the period m which they anise

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market and are carmied at amortised cost Available-for-sale financial assets are camed
at fair value and are non-derrvatives that are either specifically designated as such or which are not
classified 1n any of the other categories

10
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Notes to the financial statements
at 29 January 2011

Accounting policies (continued)

Trade and other receivables

Trade receivables are stated at original invoice amount Where there 1s objective evidence that there 15 an
impairment loss, the amount of the loss 1s measured as the difference between the carrying amount and the
present value of the estimated future cash flows discounted at the effective interest rate The carrying
amount of the receivable 1s reduced through use of an allowance account Amounts charged to the
allowance account are written off when there 1s no expectation of further recovery

Share hased payments

The fair value of employee share options granted 15 calculated using the Black-Scholes model The
resulting cost 1s charged in the income statement over the vesting period of the option, and 1s adjusted for
the expected and actual number of options vesting

For cash-settled share based payments, the fair value of the hability 1s determined at each balance sheet
date and the charge recogmised through the income statement over the period in which the related services
are recetved by the Company

Taxation
Current tax liabilities are measured at the amount expected to be paid, based on tax rates and laws that are
enacted or substantively enacted at the balance sheet date

Deferred tax expected to be payable or recoverable on differences at the balance sheet date between the tax
bases of assets and habilities and their carrying amounts for financial reporting purposes 1s accounted for
using the balance sheet liability method Deferred tax habilities are generally recognised for all taxable
temporary differences, and deferred tax assets are recogmised to the extent that 1t 15 probable that taxable
profits will be available against which deductible temporary differences can be utilised

Such assets and habilities are not recognised 1f the temporary difference arises from goodwill or from the
ntial recognition (other than in a business combination) of other assets and habihities 1n a transaction that
affects neither the taxable profit nor the accounting profit Deferred tax 1s calculated at the rates of
taxation that are expected to apply when the asset or liability 15 settled, based on tax rates that have been
enacted or substantively enacted by the balance sheet date and 1s not discounted

Taxation 1s charged or credited directly to equity 1f 1t relates to items that are credited or charged to equity,
otherwise 1t 15 recogmsed 1n the income statement

Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash equivalents consist of cash and short term
depostts, less bank overdrafts which are repayable on demand Cash and short term deposuts comprise cash
at bank and 1n hand and short term deposiis with an oniginal maturnty of three months or less

Bank loans and overdrafts

Bank loans and overdrafts are imitially recognised at fair value less directly attributable transaction costs
and are subsequently measured at amortised cost using the effective interest rate method

11
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Notes to the financial statements
at 29 January 2011

Accounting policies {(continued)
Employee benefits
Employees of the Company are eligible for membership of pension plans operated by NEXT plc ("the

Group™) The Group operates a pension plan which consists of defined benefit and defined contribution
sections

The Group reports its pension costs, assets and hiabilities 1n accordance with 1AS 19 Employee Benefits and
full details are given in the consolidated financial statements of the Group There 1s no consistent and
reliable basis for allocating the plan assets, habilities and cost between the participating entities since 1t 1s
not possible to determine from the terms of the plan the extent to which the surplus or deficit in the plan
will affect the future contributions of the Company Accordingly, as an unhsted wholly-owned subsidiary
of NEXT plc, the Company accounts for 1ts participation 1n the plan as 1f it were a defined contribution
plan, with pension costs charged to the income statement as incurred

Provisions

A provision 1s recognised where the Company has a legal or constructive obligation as a result of a past
event and 1t 1s probable that an outflow of economic benefits will be required to settle the obhigation
Provisions are discounted where the impact 1s material

Leasing commutments
Leases are classified as finance leases where the terms of the lease transfer substantially all the nsks and
rewards of ownership to the Company All other leases are classified as operating leases

Assets used by the Company which have been funded through finance leases are caputalised n property,
plant and equipment and the resulting lease obligations are included in creditors The assets are depreciated
over therr useful hives and the interest element of the rental obligations 1s charged to the income statement
over the period of the lease and represents a constant proportion of the balance of capital repayments
outstanding

Rentals payable under operating leases are charged to income on a straight hine basis over the period of the
lease Premmums payable, rent frec periods and capital contributions receivable on entering an operating
lease are released to income on a straight line basis over the lease term

Impact of changes to accounting standards
Changes adopted in the current year

IFRS 3 (Revised) Business Combmations applies 10 any acquisitions which are made during or after the
Company's financial year ending January 2011 Acquisitions made prior to that date are not affected The
Company has not yet made any acquisitions which are affected by the revised accounting standard

Other changes in accounting standards future years

Various amendments have anisen from the Improvements to International Financial Reporting Standards
(2010) and other new standards or amendments n the year, none of which are expected to have a
significant impact on the Company’s reported profits or equity

12
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Notes to the financial statements
at 29 January 2011

2. Revenue

2011 2010
£000 £000
Rendenng of services 321,303 311,604
3. Operating profit
This 15 stated after charging/(crediting)
2011 2010
£000 £000
Depreciation on assets
Owned 17,848 18,859
Leased 354 379
Loss on disposal of property, plant & equipment - 274
Operating lease rentals
Minunum lease payments 9,765 9,209
Auditors’ remuneration
Audit services 8 7
Trade receivables
Impairment charge 43 100
Amounts recovered (43) (96)
4, Staff costs
2011 2010
£000 £000
Wages and salaries 85,799 79,069
Social security costs 7,528 6,941
Other pension costs 6,517 8,184
99,844 94,194
Share based payments expense
Equity settled 894 842
100,738 95,036
The monthly average number of employees during the period was as follows
2011 2010
No No
Distribution staff 4,314 4,139

If the number of hours worked were converted on the basis of a full working week, the equivalent average
number of full-time employees would have been 4,055 (2010 3,979)

13
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Notes to the financial statements
at 29 January 2011

Directors’ emoluments

None of the directors received any remuneration from the Company for the year ended 29 January 2011
(2010 £ml) All of the directors were also directors of the ultimate parent company, NEXT plc, and their
emoluments for services to the group are disclosed n the report and accounts of that company The
directors believe that 1t 15 not practicable to apportion their remuneration between quahfying services for
this company and other group companies 1n which they hold office

Finance costs

2011 2010

£000 £000
Interest on obligations under finance leases 37 48
Taxation

2011 2010

£000 £000
Current tax
UK corporation tax on profits of the year 13,331 12,102
Total current tax 13,331 12,102
Deferred tax
Onigination and reversal of temporary differences (751 (1,316)
Adjustments 1n respect of prior years 678 187
Tax expense reported in the income statement 13,258 10,973

The tax rate for the current year vanied from the standard rate of corporation tax n the UK due to the
following factors

2011 2010

% %

UK corporation tax rate 280 280
Non-taxable imcome/expenses not deductible for tax purposes 04 (10)
Deferred tax rate adjustment {16) -
Recognition of deferred tax asset on previously out of the money options - (1 0)
Tax under-provided in previous years 14 05
Effective total tax rate on profit before taxation 282 265

In addition to the amounts charged to the income statement, tax movements recognised directly in equity
were as follows

2011 2010
£000 £000
Current tax
Share based payments a7 (93)
Deferred tax
Share based payments (164) (573)
Tax credit in the statement of changes 1n equity (341) (666)

14
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Notes to the financial statements
at 29 January 2011

Taxation {continued)
Deferred taxation

Accelerated caprtal allowances
Share based payments
Other temporary differences

The movement 1n the year 1s as follows

At January 2010
Charged/credited to the income statement
Accelerated capital allowances
Share based payments
Other temporary differences
Recognised directly in equity

At January 2011

Dividends

Amounts recogmised as distributions to equity holders n the period

Interim dividend for the year ended 29 January 2011 of £2 00 per share
(2010 £3 20 per share)

2011
£000

20,239

(529)
26
430
(164)

20,002

2011
£000

50,000

2010
£000

21,775
(1,027)
(509)

20,239

2010
£000

21,941

(250)
(414)
(465)
(573)

20,239

2010
£000

80,000

15




NEXT Distribution Limited

Notes to the financial statements
at 29 January 2011

9. Property, plant & equipment

Short leasehold Plant and
property machinery Total
£000 £000 £000
Cost
At January 2009 1,109 249,734 250,843
Additions - 11,487 11,487
Disposals - (5,193) (5,193)
At January 2010 1,109 256,028 257,137
Additions - 19,895 19,895
At January 2011 1,109 275,923 277,032
Depreciation
At January 2009 10 96,114 96,124
Provided during the year 19 19,219 19,238
Group transfer - (4,883) (4,883)
At January 2010 29 110,450 110,479
Provided during the year 35 18,167 18,202
At January 2011 64 128,617 128,681
Carrying amount
At January 2011 1,045 147,306 148,351
At January 2010 1,080 145,578 146,658
At January 2009 1,099 153,620 154,719

The carrying amount of plant and machinery above includes an amount of £559,000 (2010 £914,000} 1n
respect of assets held under finance leases

At 29 January 201} the Company had entered into contractual commitments for the acquisition of
property, plant and equipment amounting to £3,083,000 (2010 £5,161,000)

16
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[

Notes to the financial statements
at 29 January 2011

10. Trade and other receivables

2011 2010

£000 £600

Trade recervables 2,951 2,439
Less allowance for doubtful debts - C))
2,951 2,435

Amounts owed by group undertakings 46,443 14,236
Amounts owed by associates 829 44
Prepayments and accrued mcome 3,601 1,637
53,824 18,352

——e——

Amounts owed by group undertakings are repayable on demand

The credit quality of trade receivables that are neither past due nor impaired 1s considered good as there
has been no recent history of default Expected urecoverable amounts are provided for based on past
default experience

The other classes within trade and other receivables do not include impaired assets The maximum
exposure to credit risk at the reporting date 1s the carrying value of each class of asset above The
Company does not hold any collateral over these balances

Ageing of trade receivables

2011 2010
£000 £000
Current 2,512 2,222
0 — 30 days past due 439 169
30 — 60 days past due - 30
60 — 90 days past due - 8
90 — 120 days past due - 5
More than 120 days past due - 5
2,951 2,439

11. Trade and other payables
2011 2010
£000 £000
Obligations under finance leases 159 352
Amounts owed to parent undertakings 108,356 54,395
Other taxes and social security 513 518
Other creditors and accruals 27,035 23,769
136,063 79,034

Trade payables are not interest-bearing and are generally settled on 30 day terms Amounts owed to parent
undertakings and other creditors and accruals are not interest-bearing

17
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13.

NEXT Distribution Limited

Notes to the financial statements
at 29 January 2011

Obligations under finance leases

2011 2010
£000 £000
Future mimimum payments due
Within one year 186 388
In two to five years 554 611
Over five years 12 142
752 1,141
Less finance charges allocated to future periods (73) (110}
Present value of minumum lease payments 679 1,031
The present value of minimum lease payments 15 analysed as follows
2011 2010
£000 £000
Within one year 159 352
In two 1o five years 508 541
Qver five years 12 138
679 1,031

The Company uses finance leases to acquire certain plant and machinery Obligations under finance leases
carry interest at an average effective rate of 4 3% (2010 3 9%)

Retirement benefit plans

Employees of the Company are eligible 1n the UK for membership of the NEXT Group Pension Plan,
which consists of defined benefit and defined contribution sections The defined benefit section 1s a
funded arrangement which provides benefits based on final pensionable earnings and was closed to new
members m 2000 For all current plan members, pensions earnings are comprised of salaries, overtime
and, prior to | October 2006, annual performance bonuses From 1 October 2006, sales and profit related
bonuses ceased to be part of pensionable earnings

The Group reports its pension costs, assets and Liabilities in accordance with IAS 19 Employee Benefits and
full details are given n the consohdated financial statements of the Group There 1s no consistent and
reliable basis for allocating the plan assets, liabilities and cost between the participating entities since 1t 1S
not possible to determine from the terms of the plan the extent to which the surplus or deficit in the plan
will affect the future contributions of the Company Accordingly, as an unlisted wholly-owned subsidiary
of NEXT plc, the Company accounts for its participation in the plan as 1f it were a defined contribution
plan

The IAS 19 valuation of the defined benefit section was undertaken by an independent quahfied actuary as
at 29 January 2011 using the projected unit credit method The net surplus in the plan on an IAS 19 basis at
that date was £55 7m (2010 net deficit £49 5m)

As part of the Group's nisk management strategy for the liabilies arising under the Plan, certain pensioner
liabilities were subject to a buy-in arrangement on 2 August 2010 Under the terms of the arrangement, the
Plan paid £124m to an nsurance company and will in return receive annuity payments equal to the
monthly pensions then in payment This ehmmates the Plan's exposure to the interest, nflation and
longevity risks associated with these pensioner members The buy-in had no impact on the reported profits
of the Company or the Group for the year to January 2011, or the liabilities of the Plan as calculated under
IAS 19

18




13.

14.

18.

16.

17.

18.

NEXT Distribution Limited

Notes to the financial statements
at 29 January 2011

Retirement benefit plans (continued)

The contributions made by the Company in respect of the year ending 29 January 2011 include £4,046,000
(2010 £5,747,000) in addition to the regular cost of the plan The most recent full actuarial valuation of
the defined benefit section's financial position was undertaken as at 31 March 2010 Adjusting these
results for the subsequent buy-in transaction described above resulted n a fuly funded position on an
actuarial basis The Group and the Trustees of the Plan have agreed that no further special contributions
are required

The defined contribution section 15 for all members who joined after September 2000 and benefits are
based on each mndividual member's personal account which 1s mvested in an independently admimstered
fund The plan has equal pension rights with respect to members of cither sex and complies with the
Employment Equality Regulations (2006) The assets of the plan are held 1n a separate trustee admimistered
fund The Group also provides further unfunded retirement benefits to plan members who would otherwise
be restricted by the hifetime allowance

Provisions
2011 2010
£600 £000
Provision brought forward 89 753
Utilised during the period (89) (664)
Provision carried forward - 89

In prior years, the provision related to a vacant warehouse property which was no longer in use The lease
expired in March 2010

Other non-current liabilities
2011 2010
£000 £000
Obhgations under finance leases 520 679

Commitments under operating leases
Future mmimum rentals payable under non-cancellable operating leases where the Company 1s the lessee
2011 2010
£0600 £000
Within one year 5,545 5,237
After one year but not more than five years 8,303 8,165
More than five years 1,013 1,105
14,861 14,507

The Company has entered into operating leases in respect of vehicles, equipment and warehouses These
non-cancellable leases have remaining terms of between 2 months and 9 years

Contingent liability

The Company has given a guarantee to Barclays Bank plc in respect of a bank set-off arrangement with its
parent undertaking NEXT plc, its fellow subsidiary undertakings and associates The guarantee dated 9
September 2003 1s limited to the credit balance held on the Company’s bank account

Share capital
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Authorised

2011 2010

£000 £000

Ordinary shares of £1 each 30,000 30,000

Allotted, called up and fully pard

2011 2010
No £000 No £000
Ordinary shares of £1 each 25,000,002 25,000 25,000,002 25,000

19. Equity settled share based payments

Employees of the Company participate in management and sharesave option schemes offered by NEXT
ple Management share options are granted annually at the prevailing market price at the ime of grant and
are exercisable between three and ten years following their grant The sharesave option scheme operates
on a save-as-you-earn principal, and offers options at a discount of 20% to the prevailing market rate at the
time of grant, exercisable three, five or seven years after the date of grant Further details of these schemes
are provided in the Group’s consolhdated financial statements The fair value of management and
sharesave options granted 1s calculated at the date of grant using a Black-Scholes option pricing model

The following table 1llustrates the number and weighted average exercise prices of, and movements 1n,
management and sharesave options during the year

2011 2010

Weighted Weighted

average average

Options exercise price Options exercise price

(No) (p) (No) ()

QOutstanding at beginning of period 1,083,991 1351 1,188,039 1338
Granted during the penod 195,455 2107 316,661 1405
Forferted during the period (123,610) 1496 (184,743) 1248
Exercised during the period (169,733) 1459 (235,966) 1399
Qutstanding at end of penod 986,103 1466 1,083,991 1351
Exercisable at end of period 170,448 1869 221,487 1477

Included 1n the above balances were 2,500 (2010 5,000) options that were granted prior to 7 November
2002 and which have not been subsequently modified and are therefore not required to be recognised in
accordance with IFRS 2

20




NEXT Distribution Limited

Notes to the financial statements
at 29 January 2011

19. Equity settled share based payments (continued)
Options were exercised on a regular basis throughout the year and the weighted average share price during
this period was 2,176p (2010 1,838p) Options outstanding at 29 January 2011 are exercisable at prices
ranging between 889p and 2,189p (2010 499p — 2,189p), and have a weighted average remaining
contractual hfe of 6 3 years (2010 6 6 years), further analysed n the table below

2011 2010

Weighted Weighted

average average

remaining remaining

No ofoptions  contractual No of options  contractual hife

outstanding life (years) outstanding (years)

Exercise price range

499p-—-917p 145,355 20 176,136 18
520p— 1081p 243,771 71 288,357 83
1131p - 1399p 211,922 81 248,607 89
1412p — 1495p 66,546 33 130,688 46
1514p—1782p 78,565 41 117,176 52
2183p 147,511 92 - -
2189 92,433 62 123,027 72
Outstanding at end of period 986,103 63 1,083,991 66

The followng table hists the mputs to the model used for options granted n the years ended 30 January
2010 and 29 January 2011 based on information at the date of grant

2011 2010
Management share options
Weighted average share price at date of grant (p) 2183 1399
Weighted average exercise price (p) 2183 1399
Volatility (%) 4090 3950
Expected life (years) 400 400
Risk free rate (%) 235 254
Dividend yield (%) 257 393
Weighted average fair value (£) 620 344
Sharesave plans
Weighted average share price at date of grant (p) 2227 1792
Weighted average exercise price (p) 1782 1434
Volatihty (%) 43 39 4315
Expected hife (years) 349 352
Risk free rate (%) 111 192
Dividend yield (34) 296 307
Weighted average fair value (£) 736 602

Expected volatility was determined by calculating the historical volatility of NEXT plc’s share price over a
period equivalent to the expected hife of the option The expected life applied in the mode! 1s based on
historical analyses of exercise patterns, taking mnto account any early exercises
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20. Financial instruments

NEXT operates a centralised treasury function which 1s responsible for managing the hquidity, interest and
foreign currency nisks associated with the Group’s activities, including the Company Treasury policy 1s
reviewed and approved by the NEXT plc Board and specifies the parameters within which treasury
operations must be conducted, including authorised counterparties, mstrument types and transaction limits,
and principles governing the management of liquidity, interest and foreign currency risks

The Company’s principal financial mstruments are cash and short term deposits and various other financial
assets and hiabilities such as trade receivables and trade payables arising directly from 1its operations

Liqurdity risk

The Company’s cash and borrowing requirements are managed centrally by the NEXT Group treasury
function to mmimise net nterest expense within risk parameters agreed by the NEXT plc Board, whilst
ensuring that the Company has sufficient hquid resources to meet the operating needs of 1ts business

The table below shows the maturity analysis of the undiscounted remamning contractual cash flows of the
Company’s financial Liabilities

2011 Less than 1 year 1to 2 years 2to 5 years Qver 5 years Total

£000 £000 £000 £000 £000
Trade and other payables 135,391 - - - 135,391
Finance lease habilities 186 144 410 12 752
Total cash outflows 135,577 144 410 12 136,143
2010 Less than | year 1 to2years 2to5years OQOver5 years Total

£000 £000 £000 £000 £000
Trade and other payables 78,164 - - - 78,164
Fmance lease habilities 388 186 425 142 1,141
Total cash outflows 78,552 186 425 142 79,305

Foreign currency and interest rate risks

The Company has no foreign currency denominated financial assets or habiliies and 15 not exposed to
significant foreign currency risk and is not party to any related derivative mstruments The Company 15 not
exposed to significant interest rate nsk on its bank deposits

Credit risk
All customers who wish to trade on credit terms are subject to credit verification procedures Receivable
balances are monitored on an ongoing basis and provision 1s made for estimated irrecoverable amounts

The Company’s outstanding receivables balances are detailed in Note 10

Capital risk

The capital structure of the Company consists of 1ssued equity share capital and retamned earnings as shown
in the statement of changes n equity The Company manages 1ts capital with the objective of continuing
as a going concern white maintaining an efficient structure to minimise the cost of capital The Company
1s not subject to any externally imposed capital requirements

Fair value of financial instruments
The fair values of each category of the Company’s financial instruments are the same as thewr carrying
value i the Company’s balance sheet
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20. Financial instruments (continued)

Analysis of financial insirument categories

2011 2010
£000 £000
Financial assets
L.oans and receivables 50,223 16,715
Cash and short term deposits 8,469 3,884
Financial habiities
Amortised cost (135,391) (78,253)
Finance lease obligations 679 (1,031)

21. Analysis of net funds

January 2010 Cashflow January 2011

£000 £000 £000
Cash and short term deposits 3,884 4,585 8,469
Cash and cash equivalents 3,884 4,585 8,469
Finance leases (1,031) 352 (679)
Total net funds 2,853 4,937 7,790

January 2009 Cash flow  January 2010

£000 £000 £000
Cash and short term deposits 5,032 (1,148} 3,884
Cash and cash equivalents 5,032 (1,148 3,884
Finance leases (1,389) 358 (1,031)
Total net funds 3,643 (790) 2,853

22. Related party transactions
During the year the Company entered into transactions in the ordinary course of business with related
parties as follows

2011 2010
£000 £000
Transactions with parent companies
Recharge of costs (3,961) (3,877
Loan advance / (repayment) made 50,000 (165,158)
Dividend paid (50,000) (80,000)
Transactions with other group companies
Rendering of services 304,188 299,909
Recharge of costs (271,981) (258,638)
Loan repayment received - 237,844
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Post balance sheet event

A reduction in the rate of corporation tax 1o 26% with effect from 1 Aprit 2011 was substantively enacted
on 29 March 2011 As this was after the balance sheet date, the impact on the Company's deferred tax
balance has not been recogmsed, but 15 not anticipated to be significant

Ultimate parent company and controlling party

The Company’s immediate parent 18 NEXT Group ple The Company's ultimate parent company and
controlling party 1s NEXT plc, a company registered in England & Wales NEXT plc 1s the only group
preparing accounts which include NEXT Distribution Limited Copies of 1ts group accounts are available
from 1ts Company Secretary at its registered office, Desford Road, Enderby, Leicester, LE19 4AT
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