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Introduction by the Chair of Trustee

| am pleased to present my review of the Kingfisher Pension Scheme (the Scheme) for the year ended
31 March 2017.

The twelve months up to March 2017 saw a period of consolidation to the Kingfisher Pension Scheme
from both a Final Salary (FS) and Money Purchase (MP) perspective.

As the FS section of the Scheme continues to de-risk it provides many challenges and new
opportunities. Over the last couple of years, we have conducted a root and branch review of both the
return seeking assets and matching liability driven assets (LDI).

During the year, the full three-year annual valuation took place, and the funding lewvel of the secondary
funding objective at this formal valuation, at 31 March 2016, was 82% (2013 76%), and the technical
provisions funding level was 99% (2013 99%). As at 31 March 2016, the date of the most recent formal
triennial valuation, the funding level was 82% on the secondary funding objective basis, and 99% on
the technical provisions basis.

A new schedule of contributions was agreed with the employer, and came into effect from the 1 August
2016. The employer is paying contributions of £37m per annum from April 2017.

The investment performance of the final salary section of the Scheme during the year ended 31 March
2017 saw a positive return of 28.6%.

With regards to the MP section, following the publication of the revised TPR DC Code of Practice in
July 2016 the Trustee undertook training in this area from both the Scheme Lawyer and a specialist
Wealth Management Provider. Also, regular modelling of the performance of the default fund continues.

Another busy year for the pension Scheme has, | am delighted to be able to advise, been recognised
externally with the Scheme having again won sewveral UK awards recognising the work carried out by
the Trustee and the Group Pensions Department on behalf of the members.

The Scheme has been awarded the ‘Pension Quality Mark Plus’ (the award first being granted in 2012)
and has received external recognition from:

Pensions & Investments' World Pension Summit — Innovation Awards — Runner Up in
communication section

Pensions Age Awards — DC Pension Scheme of the year 2016

Financial News 2016 Awards for Excellence — Best De-Risking Scheme

On a personal basis, | would like to thank both Paul Goulder and Karl Lidgley, who resigned as member
nominated Trustee Directors. | would liketo thank them for their positive contribution as Board members during
their periods of service.

On a final note, on behalf of the Trustee board, | would like to thank the Group Pensions Department
for their ongoing contribution in supporting the Trustee Directors, the Scheme, and most importantly, of
all the membership.

BESTrustees plc, represented by Clive Gilchrist, Chair
Kingfisher Pension Trustee Ltd
29 June 2017
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Trustee’s annual report

Introduction

Constitution of the Scheme

The Kingfisher Pension Scheme provides a final salary section governed by a Trust Deed dated 15
December 1986, as amended from time to time which closed to future accrual from 1 July 2012 and a
money purchase section introduced from 1 April 2004. The Trustee holds Scheme funds on trust to apply
them for the purpose of paying pensions and other benefits in accordance with the Trust Deed.

The Financial Statements of the Scheme for the year ended 31 March 2017, as set out on pages 13 to 30
have been prepared and audited in accordance with regulations made under Section 41(1) and (6) of the
Pensions Act 1995. The accounts comply with the Statement of Recommended Practice (SORP) ‘Financial
Reports of Pension Schemes (2015).

Management of the Scheme

The Trustee Directors who serned during the year are listed on page 3. The Trustee Board consists of
seven Trustee Directors, known as Trustees, made up of four Employer appointed Directors, one
independent Trustee Director and two Member Nominated Directors (MNDs). The MNDs sene for a period
of four years unless their Trusteeship is terminated or they resign or leave active membership before the
end of their term. These Trustee Directors are also able to stand for re-selection for a further one term of
four years, making a total of eight years’ maximum senice.

The number of the Trustee Directors shall never be more than 14 or (except on account of casual vacancies
or where the Trustees are or include a company) fewer than three. Within these limits, the Company will
have power by deed to remove Trustees from office or to appoint new or additional Trustees. A Trustee will
be discharged if he is removed or replaced by the Company (provided that there is at least one Trustee
remaining) or if he resigns by written notice both to the Company and to the other Trustees (provided that
the Trustees continuing in office are at least three in number or include a company). A company which is
not the sole Trustee will cease to be a Trustee upon going into liquidation. The Trustee has established the
following Committees:

= Defined BenefitInvestment Committee = Audit, Accounts and Governance Committee

= Defined Contribution Investment Committee =  Benefits Committee

Financial development of the Scheme
A summary of the Scheme’s Financial Statements is set out in the table below.

FS FS MP MP Total Total

2017 2016 2017 2016 2017 2016

£000 £000 £000 £000 £000 £000

Income 23,474 24,708 38,675 37,854 62,149 62,562
Payments (108,331) (86,712) (6,990) (6,475) (115,321) (93,187)
Net (withdrawals)/additions (84,857) (62,004) 31,685 31,379 (53,172) (30,625)
Net returns oninvestments 742,133 48,951 38,867 (7,707) 781,000 41,244
Netincrease/(decrease)in fund 657,276 (13,053) 70,552 23,672 727,828 10,619
Transfers between sections 130 265 (130) (265) - -
Net assets atstartof year 2,946,723 2,959,513 178,762 155,353 3,125,485 3,114,866

Net assets atend of year 3,604,129 2,946,725 249,184 178,760 3,853,313 3,125,485




Kingfisher Pension Scheme
Year ended 31 March 2017

Final Salary Section developments

During the year income into the Scheme decreased to £24million (E25 million for the prior year). Payments
were £108 million compared with £87 million for the prior year.

The net returns on investments comprised change in market value of investments of £686 million (prior
year: £51 million) and investment income of £59 million (prior year: £3 million) offset by investment
management expenses of £3 million (prior year: £5 million).

The net assets of the FS amounted to £3,604 million at 31 March 2017 (2016: £2,947 million).
Money Purchase Section developments

Income amounted to £39 million compared with £38 million for the prior year. Payments increased in 2017
to £7 million from £6 million for the prior year. The MP does not pay pensions as annuities are purchased
to fund pension benefits, they are bought in the name of the member.

Assets of the MP are invested in pooled investment vehicles which reported a net positive return of £39
million for the year compared to a negative return of £8 million for the prior year.

The net assets of the MP amounted to £249 million at 31 March 2017 (2016: £179 million).

Actuarial Review

The Financial Statements set out on pages 10 to 27 do not take into account the liabilities to provide pension
benefits which fall due after the year end. In respect of the Final Salary Section these liabilities are
considered by the Scheme Actuary who carries out an actuarial valuation of such liabilities every three
years, the latest valuation being at 31 March 2016. This valuation considered the funding position of the
Final Salary Section and the level of contributions payable.

In accordance with the Statement of Funding Principles the Trustee and Kingfisher have agreed that the
employers should pay contributions to the FS section of £37 million a year (less SPV income) with effect
from 1 April 2017. This will be paid monthly to the FS section of the Scheme from April 2017, increasing
with RPI after each three-year period. This rate includes allowance for expenses and death/incapacity
benefit costs, but excludes PPF levies, which will be reimbursed separately by the Company. These
contributions are set out in the Schedule of Contributions dated 29 July 2016.

The Schedule of Contributions has been derived with reference to the Secondary Funding Objective (the
Secondary funding objective targets a strong funding level which is in excess of the minimum Statutory
Funding requirements), and is expected to improve the cowerage of technical provisions beyond the
recovery period for the current deficit. From the 2016 valuation, the ultimate Secondary Funding Objective
target is for the Scheme to be sufficiently funded to be in a position to secure benefits with insured annuities
by 2030.

The formal actuarial certificate required by statute to be included in the Annual Report from the Scheme
Actuary. The Actuarial Certificate of the calculation of the technical provisions is on page 32.

Note: The Technical provisions funding lewvel as at 31 March 2016 was 99% (2013: 99%). The estimate
of the solvency position of the Scheme as at 31 March 2016 is that the assets of the Scheme would have
met 68% of the cost of buying insurance policies to secure the benefits at that date.
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Membership

The membership of the Scheme at the beginning and end of the year and changes during the year are set
out below.

| | Final Salary Section | Money Purchase Section
i Life
Deferred Pens(lg‘oners Total Assurance Active Deferred Total
Dependants Only
At 1 April 2016 20,119 15,390 | 35,509 13,452 24,276 12,007 36,283
Opening balance - - - - Q) - Q)
adjustment
New 4 943 947 - 7,223 5,918 13,141
Deaths 37) (646) (683) - (14) (14) (28)
Retirements (792) - (792) - (83) 3) (86)
Leavers (102) (322) (424) - (6,327) (1,294) (7,621)
At 31 March 2017 19,192 15,365 | 34,557 13,372 25,074 16,614 41,688

*included in the pensioner numbers are 176 (2016:195) w hich are secured by an annuity contract.
Employees w ho opt out of the Scheme before contributions are reemitted are notincluded in these statistics.

Final Salary Section Pension increases

Pensions in payment receive guaranteed annual increases matching the rise in the Retail Prices Index
(during a calendar year) up to a maximum of 5%. Where inflation exceeds 5%, the Trustee may consider
the payment of additional discretionary increases at the request of the Employer.

Increases from the Scheme do not apply to that element of the pension representing any Guaranteed
Minimum Pension (GMP) in payment after age 60 for females or 65 for males (which the Scheme is required
to provide as a consequence of contracting-out of the State Earnings Related Pension Scheme (SERPS))
earned before 6 April 1988, as these increases are provided along with the State pension. The GMP
element earned after April 1988 will be increased by the Scheme in line with inflation, as required by
legislation, up to a limit of 3% per annum. Pension increases over the last three years have been:

| Year | Pension Increase (%) RPI (%)
2017 2.5 2.5
2016 1.2 1.2
2015 1.6 1.6

Both Jersey and Guernsey have their own Retail Prices Index (1.9% and 1.2%) respectively at December
2016 and increases for Channel Islands pensioners are calculated in accordance with these.

Since April 1978, final salary Schemes have been able to contract-out of the State additional pension
Scheme (known until April 2002 as SERPS and now known as the State Second Pension (S2P)); in doing
so, a member and their employer pay a reduced rate of NI contributions. Because this reduced the
member's SERPS pension, prior to 6 April 1997 a contracted-out Scheme had to guarantee to pay a
minimum pension so that the member would not be disadvantaged. Following the Pensions Act 1995, with
effect from 6 April 1997 contracted-out final salary Schemes no longer havwe to guarantee to provide a
minimum pension. Instead, they are required to pass a ‘Reference Scheme Test’. Consequently, members
who joined after 6 April 1997 do not have a GMP, and the GMPs of members who joined before 6 April
1997 stopped accruing at that date.

Each year, the Scheme increases deferred pensions in line with inflation, up to 5% p.a. between the date
of leaving and the date of retirement. These increases are non-discretionary.
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Custody

Custodian senices are provided by State Street Bank and Trust Company limited. Although the Trustee
has delegated day to day management of the Scheme’s investments to external managers, the custody
(safekeeping) of most of the segregated assets is carried out independently of the managers by State Street
Bank and Trust Company Limited. The underlying assets of pooled investment wvehicles are held under the
custody of separate custodians appointed by the manager of the respective pooled fund. The Scheme’s
investment in the Special Purpose Vehicle and the annuity contracts are held directly by the Trustee.

Investment management

The Trustee delegates the day-to-day management to professional external investment managers. The
Trustee sets the investment strategy for the Scheme after taking advice from the Scheme’s investment
advisers. The Trustee has put in place investment mandates with their investment managers which
implement this strategy.

In accordance with s35 of the Pensions Act 1995, a Statement of Investment Principles has been prepared
by the Trustee which incorporates the investment strategy. A copy of the Statement is available to members
upon request.

Investment managers are remunerated by fees based on a percentage of funds under management and in
some instances a percentage of performance above benchmark.

Investment managers have been asked to exercise woting rights where relevant, referring back to the Group
Pensions Department only those issues which they feel are contentious and warrant further discussion
before taking action.

The Trustee has delegated day to day investment decisions to its appointed investment managers (within
certain guidelines and restrictions).

The Trustee believes that all companies should be run in a socially responsible way as in the long run this
should contribute to the success of those companies, but equally recognises its fiduciary responsibility to
act in the best financial interests of the Scheme’s members. Therefore, the Trustee’s policy is that the
investment managers should take account of social, environmental and ethical considerations to the extent
that they may hawve a financial impact on investment performance. With this in mind, the Trustee Board
also encourages managers to pursue policies of engagement with their investee companies.

Final Salary Section — Objectives
Kingfisher plc (the Company) and Kingfisher Pension Trustee Limited (the Trustee) have agreed:

A funding and investment plan for the Scheme, the Secondary Funding Objective (2FO), which targets a
strong funding lewvel and relatively low investment risk and which is in excess of the minimum Statutory
Funding requirements. From the 2010 valuation, the ultimate 2FO target is for the Scheme to be sufficiently
funded to secure benefits with insured annuities by 2030;

Following completion of the 2016 valuation the employer contribution, effective from 1 April 2017 was
agreed at £37m + RPI (this includes income from the Special Purpose Vehicle, but excludes the Pension
Protection Fund lew which the Company has agreed to reimburse the Scheme for). The employer
contribution will be reviewed again after the next 3 yearly valuation and thereafter each formal valuation
through to 2030;

The 2FO funding target for 2030 will be the expected cost of securing benefits through insured annuities at
that time. For the 2016 valuation, the expected annuity terms in 2030 assume a discount rate for future
benefit payments in line with yields on gilts of appropriate nature and duration;

Matching assets constituted over 80% of Scheme assets at March 2017 and will constitute 100% of Scheme
Assets by March 2030. The Scheme is targeting hedging of the interest rate (87%) and inflation (87%)
risks through its liability hedging portfolio. The Company and the Trustee will agree circumstances under
which this de-risking plan could be accelerated;
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Other details relating to the 2FO and the Statutory Funding Objective are set out in the Statement of Funding
Principles which is available to members upon request.

The Company and the Trustee have agreed the above planned high-level asset allocation changes in order
to achieve an appropriate level of long-term return with an acceptable degree of risk. In practice, the
Trustee wishes to move to the target asset allocation in a cost-efficient manner, so the timing and magnitude
of switches from return-seeking assets to matching assets will be decided upon by the Trustee based on
monitoring of the Scheme's progress in reaching the 2FO and with input from the Company.

The objective is subject to regular monitoring by the Defined Benefit Investment Committee with a triennial
review as part of the actuarial valuation exercise. The objective forms the basis from which the Defined
Benefit Investment Committee develops a more detailed strategy approved by the Trustee Board, which is
discussed with the Company. It is then for the Defined Benefit Investment Committee to implement that
strategy in terms of asset allocation and the appointment and monitoring of the appropriate managers.

Final Salary Section Investment Performance

The performance of the Scheme's investments is measured against the Scheme specific benchmark.
Taking all portfolios together, the return achieved by the Scheme during the year to 31 March 2017 was
28.6%, compared to the Scheme specific benchmark of 25.6%.

Reviewing performance over the longer periods is more relevant to the Scheme's long-term objectives.
Over three and five year periods, the annualised returns were 19.2% and 14.4% compared to the
benchmark of 18.6% and 14.0% respectively.

Money Purchase Section — Objectives and performance

A default strategy is provided which the Trustee believes is suitable for the needs of the membership. The
Trustee reviews the investment default on a regular basis. The default option for the Money purchase
Section is currently the cash target lifestyle option. The objective for the default option is to target investment
returns of CPI +3% after all charges over the long term.

Over the year to 31 March 2017 the return of the default strategy was 21.0% compared to CPI +3% which
returned 5.3%. Over the three-year period to 31 March 2017, the annualised return was 9.0% per annum
compared to CPI + 3% which returned 4.0% per annum.

The Trustee makes available to members of the Money Purchase Section an appropriate range of
investment options to which members and the Employer will contribute in order to provide each member
with a fund which will be used to secure their benefit at retirement. The Money Purchase Section offers a
facility for members to contribute more on a voluntary basis.

The Trustee's Annual Report, which includes the Statement of Trustees Responsibility on page 11 and
the Compliance Statement on pages 36-37, were approved by the board and signed on its behalf by:

b LI
BESTrustees pilc,
Represented by Clive Gilchrist, Chairman

29 June 2017
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Statement of Trustee’s responsibilities for the
Financial Statements

The audited Financial Statements, which are to be prepared in accordance with UK Generally Accepted
Accounting Practice (UK GAAP), are the responsibility of the Trustee. Pension Scheme regulations require
the Trustee to make available to Scheme members, beneficiaries and certain other parties, audited financial
statements for each Scheme year which:

show a true and fair view, of the financial transactions of the Scheme during the Scheme year and of
the amount and disposition at the end of the Scheme year of the assets and liabilities, other than
liabilities to pay pensions and benefits after the end of the Scheme year; and

contain the information specified in the Schedule to the Occupational Pension Schemes (Requirement
to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, including a statement
whether the Financial Statements hawe been prepared in accordance with the Statement of
Recommended Practice, ‘Financial Reports of Pension Schemes’.

The Trustee has supenised the preparation of the Financial Statements and have agreed suitable
accounting policies, to be applied consistently, making estimates and judgements on a reasonable and
prudent basis. It is it also responsible for making available each year, commonly in the form of a trustee’s
annual report, information about the Scheme prescribed by pensions legislation, which they should ensure
is consistent with the financial statements it accompanies.

The Trustee also has certain responsibilities in respect of contributions which are set out in the statement
of Trustee’s responsibilities accompanying the Trustee’s summary of contributions on page 31.

The Trustee has a general responsibility for ensuring that adequate accounting records are kept and for
taking such steps as are reasonably open to them to safeguard the assets of the Scheme and to prevent
and detect fraud and other irregularities, including the maintenance of appropriate internal controls.

The Trustee is responsible for the maintenance and integrity of the financial information of the Scheme
included on the pension Scheme's website. Legislation in the United Kingdom gowerning the preparation
and dissemination of the financial statements may differ from legislation in other jurisdictions.
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Independent auditor's report to the Trustee of the
Kingfisher Pension Scheme

We have audited the financial statements of Kingfisher Pension Scheme for the year ended 31 March 2017 which comprise the
fund account, the statement of net assets and the related notes. The financial reporting framework that has been applied in
their preparation is applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice), including FRS 102 'The Financial Reporting Standard applicable in the UK and Republic of Ireland'.

This report is made solely to the Scheme's Trustee, as a body, in accordance with the Pensions Act 1995 and Regulations made
thereunder. Our audit work has been undertaken so that we might state to the Scheme's Trustee 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 Scheme's Trustee as a body, for our audit work, for this report, or for the opinions
we have formed.

Respective responsibilities of Trustee and auditor

As explained more fully in the Trustee’s Responsibilities Statement on page 8, the Scheme's Trustee is responsible for the
preparation of financial statements which show a true and fair view. Our responsibility is to audit and express an opinion on
the financial statements in accordance with applicable law and International Standards on Auditing (UK and Ireland). Those
standards require us to comply with the Auditing Practices Board’s Ethical Standards for Auditors.

Scope of the audit of the financial statements

A description of the scope of an audit of financial statements is provided on the Financial Reporting Council's website at
www.frc.org.uk/auditscopeukprivate.

Opinion on financial statements

® Inour opinion the financial statements show a true and fair view of the financial transactions of the Scheme during the
year ended 31 March 2017, and of the amount and disposition at that date of its assets and liabilities, other than
liabilities to pay pensions and benefits after the end of the year;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

e contain the information specified in Regulations 3 and 3A of the Occupational Pension Schemes (Requirement to obtain
Audited Accounts and a Statement from the Auditor) Regulations 1996, made under the Pensions Act 1995.

@M/‘L,% Wk U

Grant Thornton UK LLP

Statutory Auditor, Chartered Accountant
London

29 June 2017

N
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Fund account

for the year ended 31 March 2017

Notes FS MP Total Total
2017 2017 2017 2016
£000 £°000 £°000 £000

Contributions and benefits
Employer Contributions 2 21,772 35,171 56,943 58,236
Employee contributions 2 - 2,512 2,512 2,272
Individual transfers in - 992 992 611
Other income 3 1,702 - 1,702 1,443
23,474 38,675 62,149 62,562
Benefits paid/payable 4 (68,955) (4,229) (73,184) (70,543)
Payments to and on account of leavers 6 (33,670) (2,761) (36,431) (16,713)
Other payments 5 (1,813) - (1,813) (1,945)
Administrative expenses 7 (3,893) - (3,893) (3,986)
(108,331) (6,990) (115,321) (93,187)
Net (withdrawals)/additions from dealings with members (84,857) 31,685 (53,172) (30,625)

Returns on investments

Investmentincome 8 59,091 20 59,111 3,199
Change in marketvalue of investments 16 686,282 38,847 725,129 43,450
Investmentmanagementexpenses 9 (3,204) - (3,204) (5,360)
Taxation 10 (36) - (36) (45)
Net returns on investments 742,133 38,867 781,000 41,244
Net increasein the fund during the year 657,276 70,552 727,828 10,619
Transfer between sections 24 130 (130) - -
Net assets of the Scheme at 1 April 2,946,723 178,762 3,125,485 3,114,866
Net assets of the Scheme at 31 March 3,604,129 249,184 3,853,313 3,125,485

The notes on pages 12 to 26 formpart of these Financial Statements.

10
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Statement of Net Assets (available for benefits)

At 31 March 2017

Notes 2017 2016
' - -  £000 £000
;inal Salary S_;a-ction - - -
Investment assets: 16
Bonds 3,107,372 2,673,189
Equities - 75,908
Pooled investment vehicles 1 1,443,287 1,288,591
Derivatives 12 907,001 794,200
Special Purpose Vehicle 13 194,703 198,221
Insurance Policies 14 262,026 240,304
AVC investments 15 14,915 15,788
Cash & cash equivalents 52,771 4,912
Other investment balances 18 59,488 18,446
- o o 6,041,563 | _5_,309,559
In;estmenf Iiébilities: - - - - =
Derivatives 12 (999,334) (887,147)
Other investment balances 18 (1,454,179) (1,481,707)
Total net investments | 3,588,050 (2,940,705)
Curentassets 21 181 sam
Current liabilities 22 (2,782) (2,453)
Totalnetassetsof FS 3604129 2946725
Mone; bu;t;ilase Section e i .
Investment assets: 16
Pooled investment vehicles 11 248,876 178,411
Current assets 21 330 437
Current liabilities 22 (22) (88)
Total netassets of MP . ' - . 249,184 178,760
.-Total.net a-asseté of_t_he S;:;e_me at 31_ Marcﬁ _ _ o ﬁs;sn 3,12_5;135“

The notes on pages 12 to 26 form part of these Financial Statements.

The Financial Statements summarise the transactions of the Scheme and deal with the net assets at the disposal of the
Trustee. They do not take account of obligations to pay pensions and benefits which fall due after the end of the Scheme
year. The actuarial position of the FS, which does take account of such obligations, is dealt with in the Report on Actuarial
Liabilities included on page 34 and the Actuarial review on page 7 and these Financial Statements should be read in

conjunction with that Report.

Signed for and on behalf of the Trustee of the Kingfisher Pension Scheme on 29 June 2017.

1

BESTrustees plc,
represented by Clive Gilchrist, Chairman

S Clifton

11
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Notes (forming part of the Financial Statements)

1. Basis of preparation

The financial statements hawe been prepared in accordance with the Occupational Pension Schemes
(Requirement to obtain Audited Accounts and a Statement from the Auditor) Regulations 1996, Financial
Reporting Standard 102 (FRS 102) — The Financial Reporting Standard applicable in the UK and Republic of
Ireland issued by the Financial Reporting Council and the guidance set out in the Statement of Recommended
Practice (SORP) (Revised November 2014).

In March 2016, amendments were made to FRS 102 revising the disclosure requirements for financial institutions
and retirement benefit plans with respect to the fair value hierarchy disclosure. Schemes shall apply these
amendments for accounting periods commencing on or after 1 January 2017, howewer early adoption was
permitted. The Trustee chose to adopt the amendments last year.

Accounting policies
The principal accounting policies of the Scheme are as follows:
Investments
Investments are included at fair value.
All listed investments are stated at the bid price at the date of the Statement of Net Assets.

Fixed interest securities are stated at their clean prices. Accrued income is accounted for within investment
income.

Pooled investment vehicles arestated at bid price for funds with bid/offer spreads, or single price where there are
no bid/offer spreads as provided by the investment manager. Non-daily priced funds are valued at the latest
available price prior to the year-end date.

Derivatives are stated at fair value.

e Over the counter (OTC) derivatives are stated at fair value using pricing models and relevant market data as
at the year-end date

e Forward foreign exchange contracts are valued by determining the gain or loss that would arise from closing
out the contract at the reporting date by entering into an equal and opposite contract at that date.

e All gains and losses arising on derivative contracts are reported within ‘Change in Market Value’.

Repurchase and Rewverse Repurchase arrangements

Under repurchase (repo) arrangements, the Scheme continues to recognise and value the securities that are
delivered out as collateral and includes them in the Financial Statements. The cash received is recognised as
an asset and the obligation to pay it back is recognised as a liability.

Under reverse repurchase (reverse repo) arrangements, the Scheme does not recognise the collateral securities
received as assets in its Financial Statements. The Scheme does recognise the cash delivered to the
counterparty as a receivable in the Financial Statements.

The Special Purpose Vehicles (SPV) is valued on a discounted cash flow basis by an in-house treasury team.
A discount rate, based on property asset backed bonds and adjusted for Kingfisher plc’s credit rating, is applied
to the projected future cash flows. The discount rate changes to a risk free rate when the vacant possession
value of the properties exceeds the value of the future income streams.

Annuities purchased in the name of the Trustee unless immaterial, are included in the Financial Statements at

the amount of the related obligation, determined using the most recent Scheme Funding valuation assumptions
and methodology. Annuity valuations are provided by the Scheme Actuary as at the year-end date.

Investment Income
Dividends from quoted securities are accounted for when the security is declared ex-dividend.
Interest is accrued on a daily basis.

12



Kingfisher Pension Scheme
Year ended 31 March 2017

Investment income is reported net of attributable tax credits but gross of withholding taxes which are accrued in
line with the associated investment income. Irrecoverable withholding taxes are reported separately as a tax
charge.

Investment income arising and distributed from pooled investment vehicles is recognised on an accruals basis.
Income arising from underlying investments of the pooled investment wvehicles is rolled up and reinvested within
the pooled investment vehicles accumulation fund. This is reflected in the unit price and reported within ‘Change
in Market Value'.

Receipts from annuity policies held by the Trustee to fund benefits payable to Scheme members are included
within investment income on an accruals basis to match benefits payable.

Income from the SPV investment is recognised on a paid basis. Accrued income due for the period to 31
March but paid post year end is reflected in the year end valuation of the SPV asset.

Foreign Currencies

The functional and presentational currency of the Scheme is Sterling. Balances denominated in foreign
currencies are translated into Sterling at the rate ruling at the year-end date. Asset and liability balances are
translated at the bid and offer rates respectively. Transactions denominated in foreign currencies are translated
at the rate ruling at the date of the transaction. Differences arising on investment balance translation are
accounted for in the change in market value of investments during the year.

Contributions

Employee normal contributions are accounted for when deducted from pay, with the exception of contributions
deducted from auto-enrolled members during the opt out period which are accounted for on the earlier of receipt
or the expiry of the opt out period. Employer normal contributions are accounted for on the due dates on which
they are payable in accordance with the Schedule of Contributions.

Employer augmentation contributions are accounted for in accordance with the agreement under which they are
being paid.

Payments to members

Benefits are accounted for in the period in which they fall due for payment. Where there is a choice, benefits are
accounted for in the period in which the member notifies the Trustee of his decision on the type or amount of
benefit to be taken or, if there is no member choice, they are accounted for on the date of retirement or leaving.

Opt outs are accounted for when the Scheme is notified of the opt out.

Individual transfers in or out are accounted for when paid or received which is normally when member liability is
accepted/discharged.

Expenses

Expenses are accounted for on an accruals basis. The Final Salary Section bears all the costs of administration.
Money purchase annual management charges are deducted directly from the members’ retirement accounts.
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2. Contributions receivable

£000 £000 £000
Employer:

Normal - 35,115 35,115
Deficit Funding 21,581 - 21,581
PPF Lewy 191 191
Augmentation - 56 56
21,772 35,171 56,943

Employees:
Normal - 2,445 2,445
Additional Voluntary Contributions - 67 67
21,772 37,683 59,455

2016
FS MP Total
£000 £000 £000
Employer:

Normal 23,265 34,896 58,161
Augmentation - 75 75

Employees:
Normal - 2,209 2,209
Additional Voluntary Contributions - 63 63
23,265 37,243 60,508

The employers are required to pay contributions to the FS sections of £35.75m(less SPV investment income) per annum under the Schedule of
Contributions dated 24 March 2014.

3. Other Income

2017 2016
Final Salary Section £000 £°000
Claims onterm insurance 1,702 1,443

4. Benefits paid/payable

2017

FS MP Total

£°000 £°000 £'000
Pensions 52,083 - 52,083
Commutations of pensions and lump sum retirementbenefits 15,043 3,923 18,966
Lump sum death benefits 1,869 254 2,123
Purchase ofannuities - 52 52
68,955 4,229 73,224
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2016

FS MP Total

£°000 £°000 £°000
Pensions 51,586 - 51,586
Commutations of pensions and lump sum retirementbenefits 14,362 2,853 17,215
Lump sum death benefits 1,575 135 1,710
Purchase of annuities - 32 32
67,523 3,020 70,543

5. Other payments

2017 2016
Final Salary Section £000 £000
Premiumsonterm insurance paid to the insurer 1,813 1,945

6. Payments to and on account of leavers

2017
FS MP Total
£000 £°000 £°000
Individual transfers to other Schemes 33,629 2,735 36,364
Refunds to members leaving service 41 26 67
33,670 2,761 36,431

£°000 £°000 £°000
Individual transfers to other Schemes 13,258 3,396 16,654
Refunds to members leaving service - 59 59
Payments for members joining state Schemes - - -
13,258 3,455 16,713

7. Administration expenses

2017 2016
Fnal Salary Section £°000 £°000
Administration and processing 2,947 2,747
Actuarial fees 265 321
Audit fees 55 67
Legal and professional fees 242 368
Trustee fees 93 92
PPF Lewy 291 391

3,893 3,986
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8. Investmentincome

£000 £000 £000 £000
Income from Bonds 35,254 - 35,254 40,518
Dividends from equities 838 - 838 1,772
Income from pooledinvestmentvehicles 2,683 - 2,683 2,931
Income from SPV 14,169 - 14,169 12,876
Annuity income 8,246 - 8,246 2,817
Intereston cash deposits and repos (8,915) 1 (8,914) (10,788)
Income from derivatives 6,432 - 6,432 (47,441)
*-[Other 384 19 403 514
Total 59,091 20 59,111 3,199

Investment income reflects income earned by investments within the FS. All income earned on pooled investment units
held by the MP is accounted for within the value of those funds.

Receipts from the SPV are recognised as investment income.

Investment income on cash and cash instruments includes £9m (2016: £10.9m) of interest payments payable under
repurchase agreements.

Owerseas investment income is stated gross of withholding taxes. Irrecoverable withholding taxes are reported under
‘Taxation’ in the Fund Account.

Other income consists of income from class actions and stock lending. During the year the Scheme received income from
stock lending of £365,277 (2016: £453,895).

9. Investment Management Expenses

2017 2016

Final Salary Section £000 £000
Administration, managementand custody 3,050 5,268
Performance measurementservices 77 65
Other advisory fees 77 27
3,204 5,360

Investment manager expenses include fee rebates. Some investment management fee rebates previously included in
income hawve been reclassed as investment management expenses in 2017.

Inestment manager expenses for the Money Purchase Section are deducted from units as part of the annual
management charge.

10. Tax

The Kingfisher Pension Scheme is a registered pension Scheme for tax purposes under the Finance Act 2004. The
Scheme is therefore exempt from taxation except for certain withholding taxes relating to overseas investment income.
Tax charges are accrued on the same basis as the investment income to which they relate (see Notel (b) (iii)).
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11. Pooled Investment Vehicles (PIVs)
Final Salary Section

The FS holdings of PIVs are analysed below:

2017 2016

£°000 £°000
Bond funds 882,337 807,557
Equity funds 347,989 288,510
Property and Farmland 28,344 26,068
Alternative assetfunds 184,617 166,456
1,443,287 1,288,591

Money Purchase Section

The Money Purchase Section holdings of PIVs are analysed below:

2017 2016

£000 £°000
Equity funds 122,152 86,726
Bond funds 2,876 2,593
Cashfunds 11,827 10,056
Diversified Growth funds 111,941 78,947
Property funds 80 89
248,876 178,411

Money Purchase assets are allocated to provide benefits to the individuals on whose behalf the contributions were paid
and assets identified as designated to members in the Statement of Net Assets do not form a common pool of assets
available for members generally. Members receive an annual statement confirming the contributions paid on their behalf
and the value of their money purchase rights.

12. Derivatives

The Trustee has authorised the use of derivatives by their investment managers as part of their investment strategy
for the Scheme.

Th Scheme has entered into interest rate and inflation swap contracts, to alter the duration and inflation exposure of the bond
assets to better reflect the Scheme’s liabilities and cash flow profile.

Futures areused to adjustinterestrate exposures and replicate bond positions. Futures often providea cheap and efficientway
of modifying portfolio risk.

Forwards exchange contracts are used to exchange currencies and to help protect against adverse movements in exchange
rates.

Summarised details of the derivatives held at the year end are set out below:

Total derivatives 2017 2016

Assets Liabilities Assets Liabilities

£000 £000 £000 £000

Swaps 906,768 (999,334) 794,198 (887,145)
Futures 233 - - Q)
FX - - 2 (1)
907,001 (999,334) 794,200 (887,147)
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(i) Swaps

The Scheme had derivative contracts outstanding at the year-end relating to its LDI investment portfolio. These
contracts are traded over the counter (OTC). The details are:

2017
N Number of Notional Maturity Asset Liability
ature of Contract Contracts pI’IPCIpal
£'000s £'000s £'000s
UK - Interest rate swap 37 1,007,112 0-5 Years 33,393 (58,895)
31 604,760 5-10 Years 19,584 (27,170)
57 1,032,470 10-20 Years 195,831 (157,820)
84 1,411,077 20-30 Years 265,478 (280,349)
45 716,499 30-40 Years 97,825 (202,848)
51 471,667 40-50 Years 122,725 (154,022)
UK - RPI 17 514,381 0-5 Years 4,716 (487)
16 320,548 5-10 Years 3,341 (11,445)
38 732,318 10-20 Years 22,761 (18,511)
53 646,002 20-30 Years 39,712 (34,309)
44 417,342 30-40 Years 54,033 (44,904)
21 154,252 40-50 Years 47,369 (8,574)
906,768 (999,334)

The counterparties to the swaps are banking institutions. Collateral, either gilts or cash, is held to support the unrealised
gain/loss on swaps. At the year-end the value of collateral posted to and from counterparties was:

£m £m
Barclays Bank (86.0) Lloyds bank PLC 20.5
BNP Paribas 4.7 Merrill Lynch International (15.4)
Citigroup (2.1) Morgan Stanley & Co International (30.4)
CreditSuisse International (5.3) The Royal Bank of Scotland PLC 20.7
Goldman Sachs International 0.7 UBS AG (7.8)
HSBC Bank PLC 7.9

The positive and negative values represent collateral held or pledged by the Scheme to support the value of the swaps.

(i) Futures — These contracts are exchange traded

Asset value at Liability value at year

Notional Amount Duration

year end end
£'000s £'000s £'000s
UK fixed interestfuture 11,992,500 June 2017 233 -
Total 2017 11,992,500 233 -
Total 2016 (1,818,300) - 1)
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13. Special Purpose Vehicle (SPV)

In January 2011 UK property assets with a market value of £83m were sold to the Kingfisher Scottish Limited Partnership
(KSLP) and leased back to B&Q plc under standard commercial lease terms. The KSLP gives recourse for the Scheme
to the property assets in the event of Kingfisher's insolvency. The Kingfisher Group retains control over these properties
including the flexibility to substitute alternative properties. The Trustee’s partnership interest in KSLP entitles it to the
majority of the income of the partnership until 2031. At the end of this term, Kingfisher plc has the option to acquire the
Trustee’s partnership interest in KSLP. A further two UK properties with a combined market value of £119m were
transferred to the partnership in June 2011, and leased back to B&Q plc under standard commercial lease terms.

On an ongoing basis, the Scheme receives a regular income stream from the partnership that forms part of the annual
cash contribution from the Group to the Pension Scheme under the Schedule of Contributions.

14. Insurance Policies

The Scheme held a bulk buy-in insurance policy at the year-end as follows:

2017 2016

Final Salary Section £000 £000

Legal & General Assurance Society Limited 262,026 240,304

In addition to the abowe, the Trustee holds annuity contracts that secure the benefits of a small nhumber of pensioner
members. The value of these contracts is considered immaterial and therefore the Trustee continues to recognise these
contracts at a £nil valuation.

15. Additional Voluntary Contributions (AVCs)

AVCs paid by members of the Final Salary Section, to secure additional money purchase benefits are invested separately
from the other Scheme assets to ensure there are individual funds for each member which are clearly identifiable. Each
member of the Money Purchase Section is allocated an individual clearly identifiable investment fund (known as a
retirement account) and AVCs paid by such members are invested in the same retirement account.

Fnal salary AVCs 2017 2016
£000 £000

Prudential 12,334 13,073
Legal & General 1,352 1,444
BlackRock 1,168 1,187
Phoenix Life 61 84
14,915 15,788
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16. Investment reconciliation
Reconciliation of investments held at the beginning and the end of the year

Purchases SEES

at cost & proceeds & Change in Value at

derivative derivative market 31 March

payments receipts value 2017
Final Salary Section £000 £000 £000 £000 £000
Bonds 2,673,189 702,255 (746,886) 478,814 3,107,372
Equities 75,908 27,898 (116,531) 12,725 0
Pooled investmentvehicles 1,288,591 96,496 (81,653) 139,853 1,443,287
Derivatives (92,947) 5,182 (40,325) 35,757 (92,333)
Special Purpose Vehicle 198,221 0 0 (3,518) 194,703
Insurance Policies 240,304 (33) 0 21,755 262,026
AVC Investments 15,788 11 (1,658) 774 14,915

4,399,054 831,809 (987,053) 686,160 4,929,970

Cashdeposits 4,912 116 52,771
Other investmentbalances (1,463,261) 6 (1,394,691)
Netinvestmentassets 2,940,705 686,282 3,588,050

Money Purchase Section

Pooled Investment Vehicles 178,411 46,315 (14,697) 38,847 248,876

The change in market value of investments during the year comprises all increases and decreases in the market value of
investments held at any time during the year, including profits and losses realised on sales of investments during the year.

Other investment balances include £1,425m of repurchase agreements.

The negative purchase of insurance policies is a balancing premium payment made to the Scheme in September 2016.
The payment was made after the data cleanse process had been completed in respect the annuity purchase that took
place in 2015 (see note 14).

17. Transaction costs

Transaction costs are included in the cost of purchases and sales proceeds. Direct transaction costs include costs charged

to the Scheme such as fees, commission and stamp duty. Transaction costs analysed by main asset class and type of
cost are as follows:

2017 2016

Fees Commission Taxes Total Total

£°000 £°000 £°000 £°000 £°000

Equities 2 64 20 86 125
Bonds - 1 - 1 -
2 65 20 87 125

Transaction costs are also borne by the Scheme in relation to transactions in pooled investment wvehicles. Such costs are
taken into account in calculating the bid/offer spread of these investments and are not separately reported.

18. Repurchase and reverse repurchase agreements

At the year end, within other investment assets and liabilities, amounts payable under repurchase agreements amounted
to £1,425m (2016: £1,479m) and amounts receivable under reverse repurchase agreements amounted to £0m (2016:
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£9m). At the year-end £1,452m (2016: £1,508m) of bonds reported in Scheme assets are held by counterparties under
repurchase agreements.

The counterparties to the repurchase agreements are detailed below. At the year-end the value of collateral posted from
counterparties was:

£m £m
Barclays Bank 0.4 Societe Generale 3.2
Insight Government Liquidity Fund 0.7 Toronto Dominion 22.0
Goldman Sachs International 6.8 UBS 0.4
Lloyds 0.2

19. Investment Fair Value Hierarchy

The fair value of financial instruments has been determined using the following fair value hierarchy:

Lewvel 1: Unadjusted quoted price in an active market for identical instruments that the entity can access at the
measurement date.

Level 2:Inputs (other than quoted prices) that are observable for the instrument, either directly or indirectly.

Level 3:Inputs are unobservable, i.e. for which market data is unavailable.

Where multiple inputs are inwlved in determining the fair value of an instrument, the categorisation is based on the lowest
level input (i.e. highest number) that is significant.

At 31 March 2017 Level 1 Level 2 Level 3 Total
£000 £000 £000 £000
Fnal Salary Section
Equities - - - -
Bonds 3,107,372 - - 3,107,372
Pooled investmentvehicles - 1,267,568 175,719 1,443,287
Derivatives 233 - (92,566) (92,333)
Special Purpose Vehicle - - 194,703 194,703
Insurance Policies - - 262,026 262,026
AVC investments - 2,521 12,394 14,915
Cash deposits 52,771 - - 52,771
Other investmentbalances 30,780 (1,425,471) - (1,394,691)
3,191,156 (155,382) 552,276 3,588,050
Money Purchase Section
Pooled investmentwvehicles - 248,876 - 248,876
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At 31 March 2016 Level 1 Level 2 Level 3 Total
£°000 £000 £°000 £000

Final Salary Section
Equities 75,908 - - 75,908
Bonds 2,673,189 - - 2,673,189
Pooled investmentvehicles 749 1,131,727 156,115 1,288,591
Derivatives - - (92,947) (92,947)
Special Purpose Vehicle - - 198,221 198,221
Insurance Policies - - 240,304 240,304
AVC investments - 2,631 13,157 15,788
Cashdeposits 4,912 - - 4,912
Other investmentbalances 6,482 (1,469,743) - (1,463,261)
2,761,240 (335,385) 514,850 2,940,705

Money Purchase Section
Pooled investmentvehicles - 178,411 - 178,411

20. Investment risks
Investment risks

FRS 102 requires the disclosure of information in relation to certain investment risks. These risks are set out by FRS 102
as follows:

Credit risk: this is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to
discharge an obligation.

Market risk: this comprises currency risk, interest rate risk and other price risk.

m Currency risk: thisis the risk that the fair value or future cash flows of a financial asset will fluctuate because of changes
in foreign exchange rates.

® Interest rate risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate because of
changes in market interest rates.

m Other price risk: this is the risk that the fair value or future cash flows of a financial asset will fluctuate because of
changes in market prices (other than those arising from interest rate risk or currency risk), whether those changes are
caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar financial
instruments traded in the market.

The Scheme has exposure to these risks because of the investments it makes to implement its investment strategy
described in the Trustee’s Report for the Final Salary and Money Purchase Sections. The Trustee manage investment
risks, including credit risk and market risk, within agreed risk limits which are set taking into account the Scheme’s strategic
investment objectives. These investment objectives and risk limits are implemented through the investment management
agreements in place with the Scheme’s investment managers and monitored by the Trustee by regular reviews of the
investment portfolios.

Further information on the Trustee’s approach to risk management and the Scheme’s exposures to credit and market
risks are set out below.

The risk disclosures below do not cover AVCs as they are deemed to be immaterial.

The insurance policy (note 14) exactly matches the liabilities that it covers and the Financial Sernvices Compensation
Scheme stand behind authorised insurance companies to provide additional protection. The insurance policy does not
the therefore feature in the risk disclosures.

Concentration risk

Excluding gilts, the Scheme’s investments that constitute more than 5% of total net assets of the Scheme are as follows:
PIMCO Diversified Income Fund - 7% (2016: 8%), Insight Bond Plus Fund - 7% (2016 :8%), GAM Star Absolute Return
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Bond Plus Fund 7% (2016: 8%), L&G insurance policy - 7% (2016: 8%) — see note 14, Special Purpose Vehicle - 5%
(2016 : 6%) — see note 13.

Final Salary Section
(i) Credit risk

The FS Section is subject to credit risk as the Scheme invests directly in bonds, OTC derivatives, has cash balances,
undertakes stock lending activities and enters into repurchase agreements. The Scheme also invests in pooled investment
wvehicles and is therefore directly exposed to credit risk in relation to the instruments it holds in the pooled investment
vehicles and is indirectly exposed to credit risks arising on the financial instruments held by the pooled investment
wehicles.

Analysis of direct credit risk

At 31 March 2017

Investment grade Non-investment grade Unrated Total

£000 £000 £000 £000

Bonds 3,107,372 - - 3.107,372
Special Purpose Vehicle - - 194,703 194,703
OTC Derivatives 92,333 - - 92,333
Cash deposits 52,771 - - 52,771
Repos (1,425,471) - - (1,425,471)
PIVs - - 1,443,287 1,443,287
1,827,005 - 1,637,990 3,464,995

At 31 March 2016

Investment grade Non-investment grade Unrated Total

£000 £000 £000 £000

Bonds 2,673,189 - - 2,673,189
Special Purpose Vehicle - - 198,221 198,221
OTC Derivatives 92,947 - - 92,947
Cashdeposits 4,912 - - 4,912
Repos (1,469,746) - - (1,469,746)
PIVs - - 1,288,591 1,288,591
1,301,302 - 1,486,812 2,788,114

Credit risk arising on bonds is mitigated by investing largely in government bonds where the credit risk is minimal, or
corporate bonds which are rated at least investment grade. Currently the Scheme’s directly held bonds are all in gilts and
guasi-government bonds. This is the position at the year end and the prior year end.

Credit risk arising on derivatives depends on whether the derivative is exchange traded or over the counter (OTC). OTC
derivative contracts are not guaranteed by any regulated exchange and therefore the Scheme is subject to risk of failure
of the counterparty. The credit risk for OTC swaps is reduced by collateral arrangements (see note 12 (i)). Credit risk also
arises on forward foreign currency contracts. There are no collateral arrangements for these contracts but all
counterparties are required to be at least investment grade.

Cash is held within financial institutions which are at least investment grade credit rated.

The Scheme lends certain bonds and equity securities under a Trustee approved stock lending programme. At the year
end the Scheme had lent £143million of bonds. The Scheme held collateral delivered to secure obligations in respect of
loaned securities consisting of cash, bonds and equities with a market value of not less than 102% of the market value of
the transferred securities. If the transferred market value of the collateral falls below 100%, the Scheme will enforce prompt
delivery of additional collateral.

Credit risk on repurchase agreements is mitigated through collateral arrangements (see note 18).
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The Scheme’s holdings in pooled investment vehicles are unrated. Direct credit risk arising from pooled investment
vehicles is mitigated by the underlying assets of the pooled arrangements being ring-fenced from the pooled manager,
the regulatory environments in which the pooled managers operate and diversification of investments amongst a number
of pooled arrangements. The Trustee carries out due diligence checks on the appointment of new pooled investment
managers and on an ongoing basis monitor any changes to the regulatory and operating environment of the pooled
manager.

A summary of pooled investment vehicles by type of arrangement is as follows:

£°000 £000

Unit linked insurance contracts 294,677 245,783
Authorised unittrusts - 1,443
Open ended investmentcompanies 974,821 888,572
Limited liabilitycompanies 173,789 152,793
1,443,287 1,288,591

Indirect credit risk arises in relation to underlying investments held in the bond pooled investment wehicles. This risk is
mitigated by only investing in pooled funds which invest in at least investment grade credit rated securities.

(if) Currency risk

The Scheme is subject to currency risk because some of the Scheme’s investments are held in overseas markets, either
as segregated investments or via pooled investment wvehicles. The Trustee limits overseas currency exposure through
currency hedging.

The Scheme’s total net unhedged exposure by major currency at the year-end was as follows:

2017 2016
£000 £000
Currency
US Dollar 21,811 75,134
Euro 8,295 31,107
Japanese Yen 4,461 2,280
Other 138,538 133,236

Currencies included in ‘Other are predominantly emerging market currency exposures contained in the Aberdeen and
Rogge emerging market portfolios.

(iii) Interest rate and inflation risk

The Scheme is subject to interest rate risk on the LDI investments comprising bonds and interest rate and inflation
swaps held either as segregated investments or through pooled vehicles and cash. The Scheme has hedged 87% of
interest and inflation rate risk. At the year end the Scheme exposures comprised:

£000 £000
Direct
Bonds 3,107,372 2,673,189
Swaps (92,333) (92,947)
Indirect
Bond PIVs 882,337 807,557
Alternative assetPIVs 184,617 17,649
Special Purpose Vehicle 194,703 198,221
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(iv) Other price risk

Other price risk arises principally in relation to the Scheme’s return seeking portfolio which includes equities and alternative
assets held in pooled vehicles.

The Scheme manages this exposure to other price risk by constructing a diverse portfolio of investments across various
markets.

At the year end, the Scheme’s exposure to investments subject to other price risk was:

2017 2016

£000 £000
Direct
Equities - 75,908
Indirect
Equity PIVs 347,989 288,510
Property & Farmland 28,344 26,068
Special Purpose Vehicle 194,703 198,221
Other alternative assetPIVs 184,617 166,456

Money Purchase Section
(i) Direct credit risk

Zurich is regulated by the Financial Conduct Authority and maintains separate funds for its policy holders. Zurich invests
all the Scheme’s funds in external fund manager unit linked funds which are party to reinsurance arrangements. In the
event of default by Zurich, the Scheme is protected by the Financial Serices Compensation Scheme.

(i) Indirect credit and market risks

The MP section is also subject to indirect credit and market risk arising from the underlying investments held in the funds.
The funds which have significant exposure to these risks are set out below:

2017 and 2016

Foreign exchange Interest Other price
Credit risk risk raterisk risk
Passive Equity Fund - v - v
Active Equity Fund - v - v
Emerging Markets Fund - v - v
Ethical Fund - v - v
Shariah Fund - v - v
Pre-Retirement Fund v - v -
Pre-RetirementInflation Linked Fund v - v -
Money market Fund v - v -
Diversified Return Fund v v v v

Property Fund v - - v

The analysis of these risks set out above is at Scheme level. Member level risk exposures will depend on the funds
invested in by members.

The Trustee has selected the above funds and have considered the indirect risks in the context of the investment strategy
described in the Trustee’s Report.
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21. Current Assets

£000 £000 £°000

Cash Balances 17,971 195 18,166
VAT recoverable 259 - 259
Other debtors 631 135 766
18,861 330 19,191

£000 £°000 £000
Cash Balances 7,790 362 8,152
Vat recoverable 102 - 102
Other debtors 581 75 656
8,473 437 8,910

22. Current Liabilities

£000 £000 £000
Expense accruals 1,139 - 1,139
Unpaid Benefits 1,507 7 1,514
Expenses due to Kingfisherplc 135 - 135
Tax payable 1 15 16
2,782 22 2,804

£°000 £°000 £°000
Expense accruals 1,730 - 1,730
Unpaid Benefits 605 85 690
Expenses due to Kingfisher plc 118 - 118
Tax payable - 3 3
2,453 88 2,541

23. Related party transactions
Transactions with related parties of the Scheme have been disclosed in the annual report as follows:

The Scheme has received employer contributions in respect of seven of the directors of the Trustee Board who are or
were contributing members of the Scheme. These were paid in accordance with the Schedule of Contributions and the
Rules of the Scheme.

Pension payments to Helen Jones and Kerrin Qualters are included within gross pensions. The pensions are calculated
in accordance with the rules of the Scheme.
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Trustee Director Fees

2017 2016

£000 £°000
BESTrustees plc 48 51
Mark Fawcett 27 27
Helen Jones 11 9
Kerrin Qualters 6 5

24. Transfer between sections

This figure of £130k relates to the transfer of funds which are not designated to members from the MP to the FS section.

25. Self-investment

No investment is permitted in the shares or bonds of Kingfisher plc, or Companies majority owned by Kingfisher plc,
other than indirectly through investment in pooled funds. The exposure to Kingfisher plc through pooled funds is less
than 0.1% of total Scheme assets.
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Independent auditor's statement about contributions to
the Trustee of the Kingfisher Pension Scheme

We have examined the summary of contributions to the Kingfisher Pension Scheme in respect of the Scheme year ended 31
March 2017 which is set out on page 32.

This statement is made solely to the Scheme's trustee, as a body, in accordance with the Pensions Act 1995 and Regulations
made thereunder. Our work has been undertaken so that we might state to the Scheme’s trustee those matters we are required
to state to it in an auditor’s statement about contributions and for no other purpose. To the fullest extent permitted by law, we
do not accept or assume responsibility to anyone other than the Scheme and the Scheme’s trustee as a body, for our work, for
this statement, or for the opinions we have formed.

Respective responsibilities of the Trustee and auditor

As explained more fully in the Trustee’s Responsibilities Statement set out on page 11 the Scheme's trustee is responsible for
ensuring that there is prepared, maintained and from time to time revised a schedule of contributions showing the rates and
due dates of certain contributions payable towards the Scheme by or on behalf of the employer and the active members of the
Scheme. The trustee is also responsible for keeping records in respect of contributions received in respect of active members
of the Scheme and for monitoring whether contributions are made to the Scheme by the employer in accordance with the
schedule of contributions.

It is our responsibility to provide a statement about contributions paid under the schedule of contributions and to report our
opinion to you.

Scope of work on statement about contributions

Our examination involves obtaining evidence sufficient to give reasonable assurance that contributions reported in the summary
of contributions have in all material respects been paid at least in accordance with the schedule of contributions This includes
an examination, on a test basis, of evidence relevant to the amounts of contributions payable to the Scheme and the timing of
those payments under the schedule of contributions.

Statement about contributions payable under the schedules of contributions

In our opinion, contributions for the Scheme year ended 31 March 2017 as reported in the summary of contributions and payable
under the schedules of contributions have in all material respects been paid at least in accordance with the schedules of
contributions certified by the Scheme Actuary on 24 March 2015 and 29 July 2016.

(L A WL/

Grant Thornton UK LLP
Statutory Auditor, Chartered Accountants
London

June 2017

336»-
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Statement of Trustee’s Responsibilities in respect of
Contributions

The Scheme’s Trustee is responsible under pensions legislation for ensuring that there is prepared, maintained and from
time to time revised a Schedule of Contributions showing the rates of contributions payable towards the Scheme by or on
behalf of the Employer and the active members of the Scheme and the dates on or before which such contributions are
to be paid. The Scheme’s Trustee is also responsible for keeping records of contributions received in respect of any active
member of the Scheme and for procuring that contributions are made to the Scheme in accordance with the Schedule.
Where breaches of the Schedule occur, the Trustee is required by the Pensions Acts 1995 and 2004 to consider making
reports to The Pension Regulator and the members.

Trustee’s Summary of Contributions payable under the Schedules in respect of the Scheme year ended 31 March
2017

This Summary of Contributions has been prepared by, and is the responsibility of, the Trustee. It sets out the Employer
and employee contributions payable to the Scheme under the Schedules of Contributions certified by the actuary on 24
March 2015 and 29 July 2016 in respect of the Scheme year ended 31 March 2017. The Scheme Auditor reports on
contributions payable under the Schedule in the Auditor's Statement about Contributions.

Contributions payable under the Schedules in respect of the Scheme year £'000s

Employer

Normal contributions 35,115
Deficit contributions 21,581
Augmentation contributions 56
Other contributions PPF levy 191
Employee

Normal contributions 2,445
Contributions payable under the Schedules (as reported on b;f_the Scheme Auditor) 59,388

Reconciliation of Contributions Payable under the Schedules of
Contributions to Total Contributions reported in the Financial Statements

Contributions payable under the Schedules (as above) 59,388
Contributions payable in addition to those due under the Schedules (and not reported on by the Scheme

Auditor):

Employee additional voluntary contributions o 67

Total contributions reported in the Financial Statements 59,455

Signed on behalf of the Trustee of the Kingfisher Pension Scheme on 29 June 2017

BESTrustees plc,

represented by Clive Gilchrist, Chairman
29 June 2017
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Actuary’s Certification of Schedule of Contributions

Adequacy of rates of contributions

In my opinion, the contributions shown in this schedule are such that the statutory funding objective can be expected to be
met by the end of the period specified in the recovery plan dated July 2016.

Consistency with Statement of Funding Principles
In my opinion, this schedule of contributions is consistent with the Statement of Funding Principles dated July 2016.
Please note that the adequacy of contributions statement in this certificate relates to the Scheme’s statutory funding objective.

For the avoidance of doubt this certificate does not mean that the contributions shown in this schedule would be enough to
secure the Scheme’s full liabilities with annuities if the Scheme were to wind up.

Signature {_',:_.1__“ Lis i |
Crawford Taylor Hymans Robertson
Fellow of the Institute of Actuaries 20 Waterloo Street

Glasgow

G26DB

Scotland
21 July 2016



Actuarial certification for the purposes of regulation 7(4) (a) of the Occupational
Pension Schemes (Scheme Funding) Regulations 2005

Name of Scheme: Kingfisher Pension Scheme

Calculation of technical provisions

| certify that, in my opinion, the calculation of the Scheme'’s technical provisions as at 31 March 2016 is made in
accordance with regulations under section 222 of the Pensions Act 2004. The calculation uses a method and
assumptions determined by the Trustee of the Scheme and set out in the Statement of Funding Principles dated July

2016.

Signature C:—-q__u L/"‘\__._.d-r-"" |
Crawford Taylor Hymans Robertson
Fellow of the Institute of Actuaries 20 Waterloo Street
Glasgow
G2 6DB
Scotland

21 July 2016
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Report on Actuarial Liabilities (forming part of the
Trustee’s report)

Under Section 222 of the Pensions Act 2004, every Scheme is subject to the Statutory Funding Objective, which is to
have sufficient and appropriate assets to cover its technical provisions. The technical provisions represent the present
value of the benefits members are entitled to base on pensionable service to the valuation date. This is assessed at least
every 3 years using the assumptions agreed between the Trustee and the Employer and set out in the Statement of
Funding Principles, which is available to Scheme members on request.

The most recent full actuarial valuation of the Scheme was carried out by Crawford Taylor as at 31 March 2016. This
showed that on that date the value of the Technical Provisions was: £2,968 million. The value of the assets at that date
was: £2,931 million. The technical provisions funding level was therefore 99%.

An estimate of the Scheme's financial position was carried out at 15 July 2016. This showed that on that date the value
of the Technical Provisions was: £3,311 million. The value of the assets at that date was: £3,326 million. The technical
provisions funding level was therefore 100%.

The value of technical provisions is based on assumptions about various factors that will influence the Scheme in future,
such as the levels of investment return, when members will retire and how long members will live. The method and
significant actuarial assumptions used to determine the technical provisions were set by the Trustee after taking advice
from Crawford Taylor and are as follows (all assumptions adopted are set out in the Appendix to the Statement of Funding
Principles):

Method
The actuarial method to be used in the calculation of the technical provisions is the Projected Unit Method.

Significant actuarial assumptions

Discount rate:
Pre-retirement The pre-retirement discount rate is the market implied fixed interest gilt yield curve plus 3% p.a.

Post- The post-retirement discount rate is market implied fixed interest gilt yield curve.

retirement:

Inflation: The market implied inflation yield curve.

Pension The Scheme Rules include provision for increases in line with RPI price inflation up to a maximum
increases: of 5% and a minimum of 0% each year, to pensions in excess of GMP. For the actuarial valuation

as at 31 March 2016 these increases are assumed to follow the assumed rate of price inflation
adjusted to allow for the cap and floor.

Mortality: Base tables

The mortality base tables are a suite of bespoke assumptions which reflect the characteristics of the
Scheme’'s membership. They make allowance for observed variations in mortality according to age,
gender reason for retirement (illness or normal health), pension amount, salary, postcode based
lifestyle group. The assumptions adopted vary according to the characteristics of each individual
member.

Future improvements

Future improvements in longevity will be assumed to be in line with the CMI 2013 model calibrated
to Club VITA experience with a long-term rate of improvement of 1.5% p.a. for both males and
females, assuming “peaked” short term improvements.

Signature C_':r-—b_.._,, (. i 2 T

Crawford Taylor Hymans Robertson

Fellow of the Institute of Actuaries 20 Waterloo Street
Glasgow
G2 6DB
Scotland
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Compliance Statement

Enquiries about the Scheme

Any enquiries concerning the Scheme or requests for copies of this Report, individual benefit statements, the Trust
Deed and Rules or the latest report on the Actuarial Valuation of the Scheme should be addressed to the Head of
Group Pensions at the office of Kingfisher plc as noted on page 2.

Transfer Values

All transfer values paid during the year were calculated as cash equivalents (within the meaning of Chapter IV Part IV
of the Pension Schemes Act 1993) and \erified in the manner prescribed under Section 97 of the Act. No allowance
for discretionary benefits was made in the calculation of cash equivalents.

Internal Disputes Resolution Procedure

Any questions you have should be directed to the Administrators first of all, as they have full details of your membership
of the Scheme. The Administrators will make every attempt to answer your questions, but if you have a complaint or
dispute that you cannot resolve with the Administrators, you should use the Internal Dispute Resolution Procedure, via
Kingfisher Group Pensions department.

This is a formal procedure, put in place by the Trustee, to settle any complaints and disputes about the Scheme. It is
available onrequest to all members and beneficiaries, including leavers who stillhave rights in the Scheme, pensioners
and other individuals who have an entitlement or possible entitlement in the Scheme. There are two stages:

Stage one

Kingfisher Group Pensions Department will give you a form to complete to register your complaint. If you wish, you
may nominate a representative to make the complaint on your behalf. Your complaint will be investigated by the Head
of Group Pensions and you will normally receive a response within 10 days. The response will include details about
how you progress to Stage two of the procedure, if your complaint is not resolved at Stage one.

Stage two

If you are unhappy with the response from the Head of Group Pensions, you can refer your complaint to the Trustee.
You should do this within six months of receiving the Head of Group Pensions response. You will normally be sent a
response within two months of your complaint.

The Pensions Advisory Service (TPAS)

If your complaint is not resolved through the IDRP you can take it further by contacting The Pensions Advisory Senice.
Making a complaint to them will not affect your right to take legal action later.

TPAS is available to help members and beneficiaries of occupational pension Schemes with any pension query they
may hawe, or any difficulties they havwe been unable to resolve with the Trustee or administrators. They can be
contacted either through your local Citizens Advice Bureau if you wish or direct:

The Pensions Advisory Service

11 Belgrave Road

London SW1V 1RB

Tel: 0845 6012923 (Mon-Fri 9am-5pm)

Email: enquiries@thepensionsadvisoryservice.org. uk
Web:  www.thepensionsadvisoryservice.org.uk

Pensions Ombudsman

If you are still not satisfied, you can refer the complaint to the Pensions Ombudsman. The Pensions Ombudsman is
appointed to investigate complaints and judge the facts of a case, in relation to a pension Scheme’s rules and statutory
regulations. Normally the Ombudsman will ask TPAS to consider the complaint first. Their address is:

The Office of the Pensions Ombudsman
11 Belgrave Road

London SW1V 1RB

Tel: 0207 6302200 (Mon-Fri 9am-5pm)
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Email: enquiries@pensons-ombudsman.org.uk

Web: www.pensions-ombudsman.org.uk
Other Pensions Organisations
The Pensions Regulator

Kingfisher Pension Scheme is regulated by the Pensions Regulator who regulates the running of occupational pension
Schemes and can intervene if those responsible have failed in their duties. Their address is:

The Pensions Regulator
Napier House
Trafalgar Place

Brighton BN1 4DW

Tel: 0870 6063636 (Mon-Fri 9am-5.30pm)
Email: customersupport@thepensionsregulator.gov.uk

Web: www.thepensionsregulator.gov.uk

Pension Protection Fund (PPF)

The PPF was set up in April 2005 to protect the pensions of most members of defined benefit Schemes where
employers get into financial difficulties and leave a Scheme without enough funds to pay the pensions in full. Their
address is:

Pension Protection Fund
Knollys House

17 Addiscombe Road
Croydon

Surrey CRO 6SR

Tel: 0845 6002541 (Mon-Fri 9am-5.30pm)
Email: information@ppf-gsi.gov.uk

Web: www.pensionprotectionfund.org.uk

Pension Wise

Following changes in Pension Legislation, more options are now available. To help you understand your retirement
options, the Gowvernment has set up a free and impartial senice, called Pension Wise. (Pension Wise will not
recommend any products or tell you what to do with your money)

Website Address: www.pensionwise.goVv.uk

To book a phone or face to face appointment call:

Telephone Number: 0300 330 1001

(or +44 203 733 3495 if calling from outside the UK)

Telephone Lines are open from 8am until 10pm Monday to Sunday.

Tax Status with HM Revenue & Customs

The Scheme is a ‘registered pension Scheme’ for tax purposes under the Finance Act2004. As such most of its income
and investment gains are free of taxation. Howewver, the Scheme cannot reclaim certain amounts of withholding taxes
relating to overseas investment income.
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Constitution

The Kingfisher Pension Scheme is constituted by a Trust Deed and is administered in accordance with the Rules
contained in the Deed. Members may inspect this Trust Deed on application to the Trustee or Scheme Administrator.
The Final Salary Section of the Scheme is contracted-out of the State Second Pension.

Member Information

Membership of the Pension Scheme is woluntary. The Trustee Board, together with the participating companies, is
committed to providing easy-to-understand information to existing members and those eligible to join. This information
includes:

Personal Benefit Statements, which give individual members information annually on the benefits they may receive.
‘Member Guide’, the explanatory booklets for the Money Purchase Section and Final Salary Section.
‘AVC Fund Fact Sheets’ for members of the Final Salary Section giving full details of the available AVC options.

All of these publications are online at our website www.kingfisherpensions.com; alternatively, they may be obtained
from the relevant company contacts.
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Kingfisher Pension Scheme - Money Purchase Section -
Annual governance statement by the Chair of Trustee

Introduction

New gowernance rules apply to defined
contribution pension arrangements like the
Kingfisher Pension Scheme Money Purchase
Section from 6 April 2015. These were
designed to help members achieve a good
outcome from their retirement savings.

As the Chair of the Trustee Board, | have to
provide you with a yearly statement which
explains what steps havwe been taken by the
Trustee Board, with help from our professional
advisers, to meet the gowernance standards.
The law sets out what information has to be
included in my statement and this is covered in
sections 1 to 4 below.

The Trustee is committed to having high
gowernance standards and we have a number
of dedicated sub-committees which meet
regularly to monitor the controls and processes
in place in connection with the Scheme’s
investments and administration. More
information about the sub-committees is on
page 6 of this Annual Report.

| welcome this opportunity to explain what we,
the Trustee, do to help to ensure the Scheme is
run as effectively as it can be. If you havwe any
guestions about anything that is set out below,
or any suggestions about what can be
improved, please do contact Dermot Courtier,
Secretary, KPTL and KPS ..

1 Default strategy

The default strategy is provided for members
who join the Scheme and do not choose an
investment option for their contributions.
Members can also positively choose to invest in
the default strategy. At 31 March 2017
approximately 97% of members were invested
in the default strategy.

Setting an appropriate investment strategy
The Trustee is responsible for the investment
governance. This includes assessing whether
the default strategy (the strategy into which
members are invested unless they specifically
select another investment option) are designed
and implemented in the interest of members
and include clear statements of the strategy’s
aims and objectives.

We hawe chosen the ‘lifestyle cash target’
strategy as the Scheme’s default strategy.

Details of the investment strategy and
investment objectives of the default strategy are
recorded in adocument called the Statement of
Inestment  Principles. This document is
available on the Trustee website to members or
upon request.

In summary, the key points to note in respect of
the default strategy are as follows:

e The default option for the Money Purchase
Section is what is known as a lifestyle
option. The aim of this option is to try to
ensure that member's funds are invested in
appropriate funds at the appropriate time,
based on their age and the number of years
until their selected retirement date.

e The objective for the default option is to
target investment returns of inflation (for
which we use the Consumer Price Index)
+3% after all charges over the long term.
The Trustee believes this would provide a
reasonable probability that an awerage
member could achieve an income of 2/3rds
of their final salary, including their state
pension, at retirement if they contribute to
the Scheme throughout their working life,
paying the minimum contribution rates
offered by the Scheme.

Reviewing the default strategy
The Trustee is expected to:

e review the invwestment strategy and
objectives of the default strategy at
regular intenals, and at least once
ewery 3 years; and

e take into account the needs of the
Scheme membership when designing
the default strategy.

The Scheme’s DC Investment and Retirement
Committee review the investment objectives
and the performance of the default strategy on
a quarterly basis and take external advice as
and when required.

The Trustee reviews all funds and their
performance on a quarterly basis, and new
funds are added, or funds are, changed as and
when it is felt to be appropriate.

2 Charges and transaction costs paid by

members
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We are required to explain the charges and
transaction costs (i.e. the costs of buying and
selling investments in the Scheme) that are
paid by members rather than the employer.

Where information about the member costs and
charges is not available, we have to make this
clear to you together with an explanation of
what steps we are taking to obtain the missing
information.

The level of charges and transaction costs
applicable to the Scheme’s default strategy
during the last Scheme year were:

e The total charge for the default strategy
(0.48%) is well under the legal charge cap of
0.75%. The annual management charges
are published in the member guide, and the
fund factsheets.

e Efforts are continually made to reduce
charges and costs whenever possible.

e Unfortunately we do not havwe the
information to be able to disclose more
about transaction costs in relation to the
funds offered under the Scheme. We are
continuing to actively work with Zurich to
seek greater transparency on transaction
costs.

Good value for members

When assessing the charges and transaction
costs which are payable by members, the
Trustee is required to consider the extent to
which the investments options and the benefits
offered by the Scheme represent good value for
members when this is compared to other
options available in the market.

There is no legal definition of “good value” and
so the process of determining good value for
members is a subjective one. We have received
advice on how to assess good value from our
advisers and considered regulatory guidance.

As a starting point to assessing “good value”,
we have compared the level of charges in each
fund with the levels of return they have
delivered to members. The fees are reviewed
by the DC Inwestment and Retirement
Committee each quarter as is the performance
of the funds.

Value for money is a key consideration and is
one of the factors in the Trustee’s decision to
use passive funds as the building blocks for the
default strategy.

We have also considered how the charges and
transaction costs borne by members (the costs
of membership) compare against the senices
and benefits provided by the Scheme (the
benefits of membership). The Trustee
benchmarks by comparing both the money
purchase offering and the provider against what
else is available.

Achieving value for money for members whilst
offering good benefits and high level of
customer senice is a key consideration.

The benefits of membership include:

e An offering that is appropriate for the
majority of members (members that are
generally low earners, paying low
contribution rates), whilst still offering a
suitable range of investment funds for
members that may wish to express their own
inestment views or hawe different
circumstances and needs.

e the award winning ‘Saving for Your Future’
education programme which employs a
range of communication media including the
dewelopment of an educational pensions

‘App’.

The effectiveness of the administration is
reviewed by the DC Investment and Retirement
Committee on a quarterly basis with
administration results compared to the senice
level agreement lewels for timeliness.

Based on our assessment and the view of our
advisers, we have concluded that the Scheme
represents good value for members.

3 Core_financial transactions

The Trustee is required to report to you about
the processes and controls in place in relation
to the “core financial transactions”. The law
specifies that these include the following:

e investing contributions paid into the
Scheme;

e transferring assets related to members into
or out of the Scheme;

e transferring assets between different
investments within the Scheme; and

e making payments from the Scheme to or on
behalf of members.

We must ensure that these important financial
transactions are processed promptly and
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accurately. In practice we delegate
responsibility for this to the Scheme
administrator. Our Scheme administration is
delivered by Zurich Corporate Pensions.

The Scheme administrator provides regular
reports to the DC Investment and Retirement
Committee which allows the assessment of
how quickly and effectively the core Scheme
financial transactions are completed. Any
mistakes or delays are investigated thoroughly
and action is taken to put things right as quickly
as possible.

| am pleased that in the last Scheme year there
have been no material administration service
issues which need to be reported here by the
Trustee. We are confident that the processes
and controls in place with the administrator are
robust and will ensure that the financial
transactions which are important to members
are dealt with properly.

4 Trustee knowledge and understanding

The law requires the Trustee Board to possess,
or have access to, sufficient knowledge and
understanding to run the Scheme effectively.
We take our ftraining and development
responsibilities seriously and keep a record of
the training completed by each member of the
Trustee Board. This training record is reviewed
annually to identify any gaps in the knowledge
and understanding across the board as a
whole. This allows us to work with our
professional advisers to fill in any gaps.

Group Pensions Department organises a
number, normally 3 to 4, bespoke Trustee
training days throughout the year. The days are
open to all Trustee Directors, potential future
Trustee, Company delegates and Group
Pension team members. The training covers a
wide range of topics.

All of the Trustee Directors have completed the
Trustee Toolkit made available by the Pensions
Regulator. Newly appointed Trustees are
expected to complete the Trustee Toolkit and
have formal induction training within 6 months
of joining the Trustee Board.

As a result of the training activities which have
been completed by the Trustee Board
individually and collectively, and taking into
account the professional advice available to the
Trustee, | am confident that the combined
knowledge and understanding of the board

enables us to exercise properly our functions as
the Trustee of the Scheme.

5. General

No members of the trustee board is affiliated
with any body that provides advisory service.

A clear and transparent process exists to
appeint member nominated trustees.

Members can contact the Scheme with
queries/views by using the website or Scheme
App.

C/’pu

BESTrustees plc,
represented by Clive Gilchrist, Chairman

29 June 2017
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