Company Registration No. 471941

WH Smith Retail Holdings Limited

"Annual Report and Financial Statements

31 August 2022

N

>
<
o
Zz
o]
=

*ABYPYOPH* -
A04

06/03/2023 #219
‘COMPANIES HOUSE




WH Smith Retail Holdings Limited

Annual report and financial statements 31 August 2022

Contents

Page
Officers and professional advisers 1
Directors' report 2
Strategic report ' 5
Independent auditors’ report 9
Statement of profit and loss 12
Statement of comprehensive income 12
Balance sheet 13
Statement of changes in equity 14

Notes to the financial statements 15



WH Smith Retail Holdings Limited

Annual report and financial statements 31 August 2022
Officers and professional advisers

Directors

C Cowling
R J Moorhead
I Houghton

Company Secretary

1 Houghton

Registered Office

Greenbridge Road
Swindon
Wiltshire

SN3 3RX

Independent Auditors

PricewaterhouseCoopers LLP
Chartered Accountants and Statutory
Auditors

I Embankment Place,

London

WC2N 6RH

United Kingdom



WH Smith Retail Holdings Limited

Directors’ report

The directors present their annual report to shareholders together with the audited financial statements for the year
ended 31 August 2022,

Directors

The Directors of the Company who were in office during the year and up to the date of signing of the financial statements
are shown on page 1.

Directors’ indemnities

The Company has qualifying third party indemnity provisions for the benefit of its directors which remained in force
throughout the year and at the date of this report.

Results and dividends

As shown in the Company’s statement of profit and loss on page 12, the Company’s loss for the financial year to
31 August 2022 was £35,324,000 (2021: loss of £6,585,000).

The Company did not pay any dividends in the year (2021: £nil). During the year, the Company received dividends of
£nil from subsidiary undertakings (2021: £6,622,000). The directors do not recommend the payment of a final dividend.

Future developments

The Company is expected to trade profitably in the foreseeable future with dividends from subsidiaries expected to
offset costs incurred by the Company. Details on events after the balance sheet date and future developments of the
Company are given in the Strategic report on pages 5 to 8.

Going concern and financial risk management

Disclosures in respect of financial risk management are given in the Strategic report on page 7. Disclosures in respect
of going concern are given in Note 1 to the financial statements and in the Strategic report on page 8.

Equal Opportunities

The Directors believe in creating throughout the Company a culture that is free from discrimination and harassment
and will not permit or tolerate discrimination in any form. The Company gives full and fair consideration to
applications for employment when these are received from disabled people. Should an employee become disabled
when working for the Company, we will endeavour to adapt the work environment and provide retraining if
appropriate so that they may continue their employment and maximise their potential. Training, career development
and promotion opportunities are equally applied for all our employees, regardless of disability.

Section 172 statement

The directors are aware of their statutory duty to promote the success of the Company for the benefit of the members
as a whole, and in doing so having regard to those factors set out in section 172(1) (a)-(f) of the Companies Act 2006.

As a result of the Group’s governance structure, the matters that the directors are responsible for considering under
section 172(1) of the Companies Act 2006 have been considered to an appropriate extent by the WH Smith PLC Group
board in relation to both the WH Smith PLC Group and its subsidiaries (the ‘Group ) and also to the Company The
directors.have.also considered relevant matters.where.appropriate.

To the extent necessary for an understanding of the development, performance and position of the Company, an
explanation of how the Group board has considered the matters set out in s172 (for the Group and for the Company) is
set out on pages 30 to 36 of the Group’s Annual Report and Accounts, which does not form part of this report.



WH Smith Retail Holdings Limited

Directors’ report
Employee involvement

Employee engagement is supported through clear communication of the Group’s performance and objectives.
This information is cascaded through team briefings, large employee events, intranet sites and regular e-newsletters.
This approach and the Group’s open management style encourages employees to contribute to business development.
The Company, when appropriate, consults directly with employees and/or employee representatives so that their views
can be taken into account when decisions are made which are likely to affect them.

Statement on business relationships

The directors acknowledge the need for the Company to foster business relationships with suppliers, customers and
other stakeholders. All policies, practices and procedures adopted by the Group with regard to stakeholder relationships
and engagement are applied by the Company. Refer to pages 30 to 36 of the Group’s Annual Report and Accounts
2022, which does not form part of this report, for more details. The Company identifies its key business relationships
as being the same as the Group as described on pages 30 to 36 of the Group’s Annual Report and Accounts 2022, other
than having a more limited number of relationships than the Group.

Statement of Directors’ Responsibilities in respect of the financial statements
The directors are responsible for preparing the Annual report and the financial statements in accordance with applicable

law and regulation.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have prepared the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 101 “Reduced Disclosure Framework”, and applicable law).

Under company law, directors must not approve the financial statements unless they are satisfied that they give a true
and fair view of the state of affairs of the company and of the profit or loss of the company for that period. In preparing
the financial statements, the directors are required to:

o select suitable accounting policies and then apply them consistently;

e state whether applicable United Kingdom Accounting Standards, comprising FRS 101 have been followed,
subject to any material departures disclosed and explained in the financial statements;

e make judgements and accounting estimates that are reasonable and prudent; and

e prepare the financial statements on the going concefn basis unless it is inappropriate to presume that the
company will continue in business.

The directors are responsible for safeguarding the assets of the company and hence for taking reasonable steps-for the
prevention and detection of fraud and other irregularities.

The directors are also responsible for keeping adequate accounting records that are sufficient to show and explain the
" company’s transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006.

Directors’ confirmations
In the case of each director in office at the date the directors’ report is approved:

e 5o far as the director is aware, there is no relevant audit information of which the company’s auditors are
unaware; and

e they have taken all the steps that they ought to have taken as a director in order to make themselves aware of
any relevant audit information and to establish that the company’s auditors are aware of that information.



WH Smith Retail Holdings Limited

Directors’ report (continued)

Directors’ confirmations (continued)

The auditors, PricewaterhouseCoopers LLP, will continue in office as auditors to the Company.
This report was approved by the Board of Directors on 10 February 2023.
On behalf of the Board

Robert ] Moorhead
Director



WH Smith Retail Holdings Limited

Strategic report

The Strategic report is prepared in accordance with s414¢(11) of the Companies Act 2006.
Principal activities and key performance indicators

The Company is a holding company for a group of trading companies. In addition, the Company is the principal
employer of the Group’s defined benefit pension trust, WHSmith Pension Trust, and operates central functions of the
WH Smith PLC group. The Company also employs staff that provide services to other members of the WH Smith
Group.

As shown in the Company’s statement of profit and loss on page 12, the Company’s loss for the financial year to
31 August 2022 was £35,324,000 (2021: loss of £6,585,000). The increased loss for the year is mainly driven by
expected credit loss charged on intercompany loans of £18,385,000 (2021: a credit of £1,362,000). The Company
received dividends from subsidiaries in the year of £nil (2021: £6,622,000). The balance sheet on page 13 of the
financial statements shows that during the year, the Company’s net assets have decreased by £35,193,000 to
£848,640,000 (2021: £883,833,000) reflecting the loss in the year.

The Company’s directors believe that further key performance indicators for the Company are not necessary or
appropriate for an understanding of the development, performance or position of the business. The performance of the
Group, of which this Company is a part, is discussed in the WH Smith PLC Annual Report and Accounts 2022, which
does not form part of this Report.

Business review

WH Smith Retail Holdings Limited is a holding company for the WH Smith Group business, therefore its investments
and receivables are exposed to the trading performance of the WH Smith Group entities. Despite some disruption from
Covid-19 in the first half, it has been a year of substantial progress supported by the Group’s key pillars of strategy and
our ongoing forensic approach to retailing across each of our businesses. These include:

*  Driving average transaction value. Extending categories and ranges to reflect the specific needs of customers
in each location where the Group operates.

*  Working with landlords and building on the Group’s strong relationships to create opportunities for winning
new business, extending key contracts and improving the quality and location of the space where we operate.

*  Maintaining the profitability of our UK High Street business and building the Group’s internet proposition by
extending ranges, investing in the Group’s websites, marketing, fulfilment and distribution and building
customer engagement through social media.

+  Forensic focus on costs and cash management including building flexibility into our leasing arrangements, and
investing for growth through disciplined capital allocation.

Environmental matters

The Group recognises that good environmental management also makes good business sense. The directors are
committed to reducing the environmental impact of our business, and measure our performance each year. A copy of
our Environmental Policy is available at www.whsmithplc.co.uk/investors/results-reports-and-presentations/whsmith-
company-policies and further information with regard to environmental matters is given in the WH Smith PLC Annual
Report and Accounts 2022.

Employee matters

The Company employs approximately 11,000 people in the UK, and is proud of its long history of being regarded as a
responsible and respected employer. Further information on equal opportunities and employee involvement is given in
the Directors’ report and information on the Group’s Employee policies is available at
www.whsmithple.co.uk/corporate_responsibility/our_policies.

The Company operates an HM Revenue & Customs Approved Save-As-You-Earn share option scheme (‘Sharesave
Scheme’) which provides employees with the opportunity to acquire shares in the Company. Approximately 560
employees participate in the scheme.



WH Smith Retail Holdings Limited

Strategic report (continued)

Social, Community and Human rights issues

As a leading bookseller and stationer, the Group focuses our community investment on supporting education and life-
long learning. Over the year we invested £868,000 into local communities (2021: nearly £1,000,000). Included in this
figure are cash donations, staff time and gifts in kind. The full extent of our community investment activity, measured
according to the London Benchmarking Group model, is outlined in the Group’s Annual Sustainability Report, available
at www.whsmithplc.co.uk/investors/results-reports-and-presentations/annual-sustainability-reports.

The WHSmith Group Charitable Trust, an independent registered charity, actively supports employees that are involved
with charitable organisations in their local communities, as well as working in partnership with the Group to support
literacy projects.

The Group is committed to good labour standards and respecting the environment in our supply chain. Our Ethical
Trading Code of Conduct and Human Rights Policy outlines our expectations of our suppliers. A copy of our Ethical
Trading Code of Conduct and Human Rights Policy is available at www.whsmithplc.co.uk/investors/results-reports-
and-presentations/whsmith-company-policies.

Principal risks and uncertainties

The WH Smith PLC group manages its operations, including WH Smith Retail Holdings Limited on a divisional basis
and has identified the following factors as the principal risks to the successful performance of the business of the Group.
Through its status as a holding company for the WH Smith Group business and as a guarantor of the Group’s borrowing
facilities as described in Note 20, WH Smith Retail Holdings Limited is therefore exposed to the risks of those trading
entities, as follows:.

Economic, political, competitive and market risks
Brand and reputation

Key suppliers and supply chain management
Store portfolio

Business interruption

Reliance on key personne]

International expansion

Cyber risk and data security

Treasury, financial and credit risk management
Environment and sustainability

The Covid-19 pandemic has affected all aspects of the business and the markets in which we operate. We believe that
the overall level of risk has decreased since last year due to the roll-out of the Covid-19 vaccine and the easing of
restrictions in many of the countries in which we operate. Whilst we believe that we are now well prepared for the
introduction of new restrictions, there remains a risk that the Group could be negatively impacted by the emergence of
new variants of Covid-19 or other pandemics. As a result of this reduction in risk, we have removed Covid-19 as a
specific principal risk and have chosen to reflect the potential impact of it to the Group within our other principal risk
headings to the extent that these may generate further risk of business interruption, disruption to our supply chain, and
wider economic and market uncertainty.

While we have been saddened by the ongoing conflict in Ukraine, WHSmith has no direct operations in Ukraine, Russia
or Belarus, nor do we have any product suppliers located in these countries. Like many businesses we anticipate that
the continuation and potential escalation of this conflict will impact us through increasing inflationary pressures from
rising fuel and energy prices and disruption to our supply chain caused by transport disruption. These risks will continue
to be monitored through our ongoing risk management framework and principal risk reporting.

Group risks including risk management are discussed in further detail within the Principal risks and uncertainties section
of the Strategic report in the Group’s Annual Report and Accounts 2022 which does not form part of this report, a copy
of which is available on the Group’s website at www.whsmithplc.co.uk.

All principal business functions compile risk registers to identify key risks, assess them in terms of their likelihood and
potential impact, and determine appropriate control strategies to mitigate the impact of these risks, taking account of
risk appetite. The ongoing monitoring of this framework is overseen by the respective Business Risk Committees and
the Group Audit Committee.

During the year, the Board reviewed the effectiveness of the Group’s risk management and internal controls systems.
This review included the discussion and review of the risk registers and the internal controls across all business
functions, as part of an annual exercise facilitated by the Internal Audit team. During the year, the Board also received
presentations from management on specific risk areas such as cyber risk, international expansion, and the ongoing risk
monitoring processes and appropriate mitigating controls.



WH Smith Retail Holdings Limited

Strategic report (continued)

Financial Risk Management

The Company’s operations expose it to a variety of financial risks that include the effects of foreign exchange rate risk
and interest rate risk. The Company is subject to the WH Smith PLC Group policies to ensure proper monitoring and
control of financial risk. The policies are set by the Group and are implemented by the Company’s finance department.

The Group’s treasury function seeks to reduce exposures to interest rate, foreign exchange and other financial risks,
and to ensure liquidity ‘is available to meet the foreseeable needs of the Group and to invest cash assets safely and
profitably. The Group does not engage in speculative trading in financial instruments and transacts only in relation to
underlying business requirements. The Group's treasury policies and procedures are periodically reviewed and
approved by the Group’s Audit Committee and are subject to regular Group Internal Audit review. Further information
on the Group’s financial risk management policies and procedures are given in the WH Smith PLC Annual Report and
Accounts 2022, which does not form part of this report.

Liquidity risk
The Group manages its exposure to liquidity risk by reviewing the cash resources required to meet its business
objectives through both short and long-term cash flow forecasts. The Group has a five-year committed multi-currency

revolving credit facility with a number of financial institutions which is available to be drawn for general corporate
purposes including working capital.

The Group has a policy of pooling cash flows in order to optimise the return on surplus cash and also to utilise cash
within the Group to reduce the costs of external short-term funding.

Credit risk

Credit risk is the risk that a counterparty may default on their obligation to the Company in relation to lending, hedging,
settlement and other financial activities. The Company’s principal financial assets are trade and other receivables and
bank balances and cash which are considered to have low credit risk on initial recognition.

The Company has credit risk attributable to its receivables. The amounts included in the balance sheet are net of
allowances for expected credit losses. An allowance for impairment is made where there is an identified loss event
which, based on previous experience, is evidence of a reduction in the recoverability of cash flows.

The credit risk on liquid funds and derivative financial instruments is considered to be low, as the Board approved
Group treasury policy limits the value that can be placed with each approved counterparty to minimise the risk of loss.
These limits are based on a combination of short-term credit ratings of P-1.

The carrying amount of financial assets recorded in the financial statements represents the Company’s maximum
exposure to credit risk. The Company does not hold collateral over any of these financial assets.

Interest rate risk
The Company is exposed to cash flow interest rate risk on floating rate intercompany loans, bank loans and overdrafts.

At 31 August 2022 and 31 August 2021, the Company was not drawn down on the Group’s committed revolving credit
facility (2021: £nil). The Company draws down on its facility periodically, but does not view any draw down as long-
term in nature and therefore does not enter into interest rate derivatives to mitigate this risk.

Foreign currency risk

Foreign exchange rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate

because of the changes in foreign exchange rates. As an intermediate holding company in a group of companies which - - -

engage in retailing with overseas operations the Company is indirectly exposed to foreign currency risk. The Group’s
foreign currency exposures are principally to the US dollar, euro and Australian dollar.

The Group uses forward foreign exchange contracts to hedge significant future transactions and cash flows denominated
in currencies other than pounds sterling. The hedging instruments have been used to hedge purchases in US dollars and
to minimise foreign exchange risk in movements of the USD/GBP exchange rates. These are designated as cash flow
hedges. At 31 August 2022, the Group had no material un-hedged currency exposures.

The Group’s euro and Australian dollar exposure is principally operational and arises mainly through the operation of
retail stores in France, Ireland, Spain, Italy, Germany and Australia. The Group does not use derivatives to hedge
balance sheet and profit and loss translation exposure. Forward foreign exchange contracts have been used to hedge
Ireland retail stores purchases in GBP to minimise foreign exchange risk in movements of the GBP/EUR exchange
rates. These are designated as cash flow hedges.



WH Smith Retail Holdings Limited

Strategic report (continued)

Payment policy for suppliers

The Company’s policy for the payment of suppliers, which complies with the CBI Code of Practice for Buyers, is to
agree the terms of payment in advance in line with normal trade practice and, provided a supplier performs in
accordance with the agreement, to abide by such terms.

Going concern

The directors are required to assess whether the Company can continue to operate for the 12 months from the date of
approval of these financial statements, and to prepare the financial statements on a going concern basis.

The directors report that they have undertaken a rigorous assessment of current performance and forecasts, including
expenditure commitments, capital expenditure and borrowing facilities. The Company has made a loss in the current
year and is in a net current liability position as a result of borrowings from the Company’s subsidiaries. The directors
confirm that they have the ability to determine the timing of repayment of balances due to the Company’s subsidiaries.
In addition the directors are in receipt of a letter of subordination from the Company’s parent company, WH Smith
PLC, releasing the Company from the commitment to pay the liabilities due to them for at least a twelve month period
from the date of signing of these financial statements. Based on this assessment the directors have concluded that the
Company is able to adequately manage its financing and principal risks, and that the Company will be able to operate
within the level of the Group’s facilities and meet the required covenants for the period to February 2024. Based on this
assessment, which is outlined below, it is appropriate to adopt the going concern basis of accounting in preparing these
financial statements.

The Strategic report describes the Company’s financial position, cash flows and borrowing facilities and also highlights
the principal risks and uncertainties facing the Company. The Strategic report of the WH Smith PLC Annual Report
and Accounts 2022, which does not form part of this report, also sets out the Group’s business activities together with
the factors that are likely to affect its future developments, performance and position. The WH Smith PLC Annual
Report and Accounts 2022 also outlines the Group’s objectives, policies and processes for managing its capital; its
financial risk management objectives; details of its financial instruments and hedging activities; and its exposures. A
copy of the WH Smith PLC Annual Report is available on the Group’s website at www.whsmithplc.co.uk.

In making the Group’s going concern assessment, the directors have modelled a number of scenarios for the period to
February 2024. The base case scenario is consistent with the Board approved 2023 Budget and the three year plan.
Under this scenario the Group has significant liquidity and comfortably complies with all covenant tests to February
2024.

As a result of inherent uncertainties due to the impact of Covid-19 and challenges in the macroeconomic environment,
a severe but plausible scenario has also been modelled which assumes a 10 per cent reduction in revenue versus base
case across all our businesses (Travel UK, North America;-Rest of the World and High Street). We have also assumed
a five per cent increase in labour costs against base case and a 50 per cent increase in energy costs against base case
where energy costs have not been fixed. Apart from an equal reduction in turnover rents in our Travel businesses, we
have not assumed any decrease in other variable costs.

In both the base case and severe but plausible scenarios the Group would continue to have sufficient liquidity headroom
on its existing facilities, as described above. The covenants on the above facilities are tested half-yearly. The covenant
test at 31 August 2022 is based on minimum liquidity. The covenant tests as at 28 February 2023, 31 August 2023 and
28 February 2024 are based on fixed charges cover and net borrowings. Under both the base case and the severe but
plausible scenarios, the Group would meet these covenant tests.

As a result of the above analysis, the directors believe that the Company has sufficient financial resources to continue
in operation and meet its obligations as they fall due for the 12 months from the date of approval of these financial
statements. No changes in the Company’s principle activities are foreseen.

This report was approved by the Board on 10 February 2023.
On behalf of the Board

Robert ] Moorhead
Director



Independent auditors’ report to the
members of WH Smith Retail Holdings
Limited

Report on the audit of the financial statements

Opinion
In our opinion, WH Smith Retail Holdings Limited's financial statements:

\

* give a true and fair view of the state of the company's affairs as at 31 August 2022 and of its loss for the year then
ended;

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice (United
Kingdom Accounting Standards, including FRS 101 “Reduced Disclosure Framework", and applicable law); and

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

We have audited the financial statements, included within the Annual Report and Financial Statements (the “Annual Report”),
which comprise: the Balance sheet as at 31 August 2022; the Slatement of profit and loss, Statement of comprehensive
income and Statement of changes in equity for the year then ended; and the notes to the financial statements, which include
a description of the significant accounting policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing {UK) ("ISAs (UK)") and applicabie law. Qur
responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the financial statements
section of our report. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, which includes the FRC's Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requiraments.

Conclusions relating to going concern

Based on the work we have performed, we have not'idemifiéd any malerial uncenainties relating to events or conditions that,
individually or collectively, may cast significant doubt on the' :ompany S ablhly to continue as a gomg concern for a penod of
_ atleast twelve months from when the financial statements are authonsed for issue. s

In auditing the financial statements, we have conciuded that the directors’ use of the going concern basis of accounting in
the preparation of the financial statements is approprate,

However, because not all future events or conditions can be predicted. this conclusion is not a guarantee as to the company’s
ability to continue as a going concern.

Our responsibilities and the responsibilities of the directors with respsct to gofng concern are described in the relevant
sections of this repont.



Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and our
auditors” report thereon. The directors are responsible for the other information. Our opinion on the financial statements does
not cover the other information and, accordingly, we do not express an audit opinion or, except to the extent otherwise
explicilly stated in this report, any form of assurance thereon.

in connection with our audit of the financial statements, our responsibility is to.read the other information and, in doing so,
consider whether the other information is materialty inconsistent with the financial statements or our knowledge obtained in
the audit, or otherwise appears to be materially misstated. If we identify an apparent material inconsistency or material
misstaterent, we are required to perform procedures to conclude whether there is a material misstatement of the financial
statements or a material misstatement of the other information. If, based on the work we have psrformed, we conclude that
there is a material misstatement of this other information, we are required to report that fact. We have nothing to report based
on these responsibilitiss. ;
With respect to the Strategic report and Directors' report, we also considered whether the disclosures required by the UK
Companies Act 2006 have been included.

Based on our work undertaken in the course of the audit, the Companias Act 2006 requires us also 1o repont cenain opinions
and matters as described befow.

Strategic report and Directors' report

In our opinion, based on the work undertaken in the course of the audit, the information given in the Strategic report and
Directors' report for the year ended 31 August 2022 is consistent with the financial statements and has been prepared in
accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit, we did
not identify any material misstatements in the Strategic report and Directors' report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained more fully in the Statement of Directors' Responsibiiities in respect of the financial statements, the directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for being satisfied
that they give a true and fair view. The directors are also responsible for such intemal control as they determine is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company's ability to continue as a going
concem, disclosing, as applicable, matters related to going concem and using the going concern basis of accounting untess
the directors either intend to liquidate the company or to cease operations, or have no realistic altemative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to Issue an auditors’ report that includes our apinion. Reasonable assurance
is a high level of assurance, but is not a guaramee that an audit conducted in accordance with ISAs {UK) will always detect
a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually
or in the aggregate, they could reasonaﬁ&y be expected to influence the economic decisions of users taken on the basis of
these financial statements.

Irregularities, including fraud, are mstancas of non- complaance with laws and regulations. We design procedures in line with
our responsibilities, outlined above, to detect material misstatements in respect of irregularities, including fraud. The extent
to which our procedures are capable of detecting irregularities, mcludmg fraud, is detailed below.



Based on our understanding of the company and industry, we identitied that the principal risks of non-compliance with laws
and regulations related to health and safety regulation, GDPR, and employment faw, and we considered the extent to which
non-compliance might have a material effect on the financial statements. We also considered those laws and regulations that
have a direct impact on the financial statements such as the Companies Act 2006 and tax legislation. We evaluated
management's incentives and opportunities for fraudulent manipulation of the financial statements (including the risk of
override of controls), and determined that the principal risks were related 1o manipulation of revenue and or costs. Audit
procedures performed by the engagement team included:

« Reviewing legal confirmations from external lawyers;

* Reviewing the financial statement disclosures and agreement to underlying supporting documentation;

+ Challenging assumptions made by management in determining their significant judgements and accounting estimates;
and

* Reviewing joumal entries that exhibit specific fraud risk factors.

There are inherent limitations in the audit procedures described above, We are less likely to become aware of instances of
non-compliance with laws and regulations that are not closely related to events and transactions reflected in the financial
statements. Also, the risk of not detecting a material misstatement due to fraud is higher than the risk of not detecting one
resulting from error, as fraud may involve deliberate concealment by, for example, forgery or intentional misrepresentations,
or through collusion.

A further description of our responsibilities for the audit of the financial statements is located on the FRC's website at:
www.trc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ repont.

Use of this report

This repont, including the opinions, has baen prepared for and only for the company's members as a body in accordance with
Chapter 3 of Pant 16 of the Companies Act 2006 and for no other purpose. We do not, in giving these opinions, aceept or
assumae responsibility for any other purpose or to any other person to whom this report is shown or into whose hands it may
come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:

* we have not obtained all the information and explanations we require for our audit; or

« adequate accounting records have not been kept by the company, or returns adequate for our audit have not been
received from branches not visited by us; or

¢ certain disclosures of directors’ remuneration specified by law are not made; or

¢ the financial statements are not in agreement with the accounting records and returns.

We have no exceplions to report arising from this responsibility.

Jonathan
for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
London

10 February 2023



WH Smith Retail Holdings Limited

Statement of profit and loss
For the year ended 31 August 2022

Note
Revenue 3
Cost of sales
Gross profit
Expected credit (losses) / gains on financial assets 2
Administrative expenses
Operating loss 4
Income fro.;n shares in group undertakings 8
Loss before interest and taxation
Net interest income/(expense) 9
Loss before taxation
Tax on loss 10

Loss for the financial year

All results are derived from continuing operations.

Statement of comprehensive income
For the year ended 31 August 2022

Note

Loss for the financial year

Other comprehensive income / (expense):

Items that will not be reclassified subsequently to the statement
of profit and loss:

Remeasurements of net defined benefit obligations

Deferred tax on retirement benefit obligations

Ttems that may be reclassified subsequently to the statement of
profit and loss:
Revaluation of investments

Other comprehensive income / (expense) for the year

Total comprehensive loss for the year

2022 2021
£000 £000
191,656 160,225
(186,687)  (157,841)
4,969 2,384
(18,385) 1,362
(28,330)  (22,242)
(41,746)  (18,496)
- 6,622
(41,746)  (11,874)
963 (637)
(40,783) (12,511)
5,459 5,926
(35,324) (6,585)
2022 2021
£°000 £°000
(35,324) (6,585)
484 (1,763)
(92) 335
(261) 957
131 (471)
(35,193) (7,056)

t



WH Smith Retail Holdings Limited

Balance Sheet
As at 31 August 2022

2022 2021
Note - £°000 £'000
Non-current assets
Intangible assets 11 - -
Property, plant and equipment 12 11,308 13,844
Investments in subsidiary undertakings 13 1,076,124 1,076,124
Investments 14 8,904 4,970
Deferred tax assets 10 10,693 9,596
1,107,029 1,104,534
Current assets
Trade and other receivables: amounts falling due within one year 15 1,062,616 550,123
Trade and other receivables: amounts falling due after more than one year 15 123,712 156,672
Derivative financial assets - 260
Cash and cash equivalents 53,653 64,660
1,239,981 771,715
Current liabilities
Trade and other payables: amounts falling due within one year 16 (1,314,603) (768,562)
Derivative financial liabilities (1,267) -
Retirement benefit obligations 7 - (694)
Lease liabilities 17 (57,871) (61,543)
Net current liabilities (133,760) (59,084)
Total assets less current liabilities 973,269 1,045,450
Non-current liabilities
Retirement benefit obligations 7 - (1,795)
Lease liabilities 17 (124,629) (159,822)
Net assets 848,640 883,833
Capital and reserves
Called up share capital 18 482,692 482,692
Share premium account 22,474 22,474
Revaluation reserve (662) (401)
Capital redemption reserve 371,423 371,423
Merger reserve 34,000 34,000
Accumulated losses (61,287) (26,355)
" Total shareholders’ funds D ' T T 7 848,640 883,833

The notes on pages 15 to 40 are an integral part of these financial statements.

These financial statements of WH Smith Retail Holdings Limited, registered number 471941, on pages 12 to 40, were
approved by the Board of Directors and authorised for issue on 10 February 2023.

Signed on behalf of the Board of Directors by:

Robert ] Moorhead
Director
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Balance as at | September 2020

Loss for the financial year

Other comprehensive (expense)
/ income for the year

Remeasurements of net defined
benefit obligations

Deferred tax on retirement
benefit obligations

Revaluation of investments

Total comprehensive expense
for the year

Balance as at 31 August 2021

Balance as at | September 2021

Loss for the financial year
Other comprehensive income /
(expense) for the year
Remeasurements of net defined
benefit obligations -
Deferred tax on retirement
benefit obligations
Revaluation of investments

Total comprehensive income
for the year

Balance as at 31 August 2022

WH Smith Retail Holdings Limited

Statement of changes in equity
Year ended 31 August 2022

Called up Share Capital Total
share premium redemption Revaluation Merger  Accumulated shareholders’
capital account reserve reserve reserve losses funds
£000 £000 £000 £000 £000 £000 £000
482,692 22,474 371,423 (1,358) 34,000 (18,342) 890,889
- - - - - (6,585) (6,585)

- - - - - (1,763) (1,763)

- - - - - 335 335

- - - 957 - - 957

- - - 957 - (8,013) (7,056)
482,692 22,474 371,423 o1 34,000 (26,355) 883,833
482,692 22,474 371,423 (401) 34,000 (26,355) 883,833
. - - - - (35,324) (35,324)

- - - - - 484 484

- - - - - 92) (92)

R - . (261) - - (261)

- - - (261) - (34,932) (35,193)
482,692 22,474 371,423 (662) 34,000 (61,287) 848,640
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WH Smith Retail Holdings Limited
Notes to the financial statements
Year ended 31 August 2022

Accounting policies
General information

WH Smith Retail Holdings Limited is a private company limited by shares incorporated and domiciled in the
UK, and registered in England and Wales. The address of the registered office is given on page 1.

Accounting convention

The financial statements of WH Smith Retail Holdings Limited have been prepared in accordance with Financial
Reporting Standard 101, ‘Reduced Disclosure Framework’ (FRS 101).

The financial statements have been prepared under the historical cost basis as modified by the revaluation of
certain financial instruments, and are in compliance with the Companies Act 2006 as applicable to companies
applying FRS 101 and applicable United Kingdom law and accounting standards.

All accounting policies have been applied consistently in the current year and the prior year, except as noted
below and under “New standards adopted in the year.”

Basis of preparation

The financial statements are for the year ended 31 August 2022. The prior year financial statements were for the
year ended 31 August 2021.

The Company is a wholly owned subsidiary of WH Smith PLC, which is its ultimate parent. It is included in the
consolidated financial statements of WH Smith PLC which are publicly available. Therefore the Company is
exempt from producing consolidated financial statements under section 400 of the Companies Act 2006. The
financial statements have been prepared on the going concern basis as explained below.

The accounting policies which follow set out those policies which apply in preparing the financial statements
for the year ended 31 August 2022.

As permitted by FRS 101, the Company has taken advantage of the disclosure exemptions available under that
standard in relation to financial instruments, capital management, maturity analysis of lease liabilities,
presentation of comparative information in respect of certain assets, presentation of a cash-flow statement,
standards not yet effective and certain related party transactions.

Where relevant, equivélent disclosures have been given in the group financial statements of WH Smith PLC.
The group financial statements of WH Smith PLC are available to the public and can be obtained as set out in
Note 22.

The preparation of financial statements in conformity with FRS 101 requires the use of certain critical estimates.
It also requires management to exercise its judgement in the process of applying the Company’s accounting
policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and
estimates are significant to the financial statements are disclosed in Note 2.

The functional currency of WH Smith Retail Holdings Limited is considered to be pounds sterling because that
is the currency of the primary economic environment in which the Company operates.

Going concern

The directors are required to assess whether the Company can continue to operate for the 12 months from the
date of approval of these financial statements, and to prepare the financial statements on a going concern basis.

The directors report that they have undertaken a rigorous assessment of current performance and forecasts,
including expenditure commitments, capital expenditure and borrowing facilities. The Company has made a loss
in the current year and is in a net current liability position as a result of borrowings from the Company’s
subsidiaries. The directors confirm that they have the ability to determine the timing of repayment of balances
due to the Company’s subsidiaries. In addition the directors are in receipt of a letter of subordination from the
Company’s parent company, WH Smith PLC, releasing the Company from the commitment to pay the liabilities
due to them for at least a twelve month period from the date of signing of these financial statements.



WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

Accounting policies (continued)
Going concern (continued)

Based on this assessment the directors have concluded that the Company is able to adequately manage its
financing and principal risks, and that the Company will be able to operate within the level of the Group’s
facilities and meet the required covenants for the period to February 2024. Based on this assessment, which is
outlined below, it is appropriate to adopt the going concern basis of accounting in preparing these financial
statements.

The Strategic report describes the Company’s financial position, cash flows and borrowing facilities and also
highlights the principal risks and uncertainties facing the Company. The Strategic report of the WH Smith PLC
Annual Report and Accounts 2022, which does not form part of this report, also sets out the Group’s business
activities together with the factors that are likely to affect its future developments, performance and position.
The WH Smith PLC Annual Report and Accounts 2022 also outlines the Group’s objectives, policies and
processes for managing its capital; its financial risk management objectives; details of its financial instruments
and hedging activities; and its exposures. A copy of the WH Smith PLC Annual Report is available on the
Group’s website at www.whsmithplc.co.uk.

In making the Group’s going concern assessment, the directors have modelled a number of scenarios for the
period to February 2024. The base case scenario is consistent with the Board approved 2023 Budget and the
three year plan. Under this scenario the Group has significant liquidity and comfortably complies with all
covenant tests to February 2024.

As a result of inherent uncertainties due to the impact of Covid-19 and challenges in the macroeconomic
environment, a severe but plausible scenario has also been modelled which assumes a 10 per cent reduction in
revenue versus base case across all our businesses (Travel UK, North America, Rest of the World and High
Street). We have also assumed a five per cent increase in labour costs against base case and a 50 per cent increase
in energy costs against base case where energy costs have not been fixed. Apart from an equal reduction in
turnover rents in our Travel businesses, we have not assumed any decrease in other variable costs.

In both the base case and severe but plausible scenarios the Group would continue to have sufficient liquidity
headroom on its existing facilities, as described above. The covenants on the above facilities are tested half-
yearly. The covenant test at 31 August 2022 is based on minimum liquidity. The covenant tests as at 28 February
2023, 31 August 2023 and 28 February 2024 are based on fixed charges cover and net borrowings. Under both
the base case and the severe but plausible scenarios, the Group would meet these covenant tests.

As a result of the above analysis, the directors believe that the Company has sufficient financial resources to
continue in operation and meet its obligations as they fall due for the 12 months from the date of approval of
these financial statements. No changes in the Company’s principle activities are foreseen.

New standards adopted in the year

The Company has adopted the following standards and interpretations which became mandatory during the
current financial year. These changes have had no material impact on the Company’s financial statements:

Amendment to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 — Interest rate benchmark reform — Phase 2

Revenue

Revenue is measured at the fair value of the consideration received or receivable for the provision of employees
and other central services to other companies within the WH Smith PLC Group.

Share-based payments

Employees of the Company receive part of their remuneration in the form of share-based payment transactions,
whereby employees render services in exchange for shares or rights over shares in WH Smith PLC. These are
accounted for as cash-settled share-based payments. A liability equal to the portion of the goods or services
received is recognised at the current fair value determined at each balance sheet date for cash-settled share-based
payments.



WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

Accounting policies (continued)
Foreign currencies

Items included in the financial statements are measured using the currency of the primary economic environment
in which the Company operates (‘the functional currency’). The financial statements are presented in Pounds
Sterling (GBP), which is WH Smith Retail Holdings Limited’s functional and presentation currency.

Transactions denominated in foreign currencies are recorded at the rates of exchange prevailing on the dates of
the transactions. At each balance sheet date, monetary items denominated in foreign currencies are retranslated
at the rates prevailing on the balance sheet date. Exchange differences arising on the settlement of monetary
items, and on the retranslation of monetary items, are included in the statement of profit and loss and other
comprehensive income for the year.

Taxation

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

Deferred taxation

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

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that, on the basis of all
available evidence, it can be regarded as more likely than not that there will be suitable taxable profits from
which the future reversal of the underlying timing differences can be deducted.

When the amount that can be deducted for tax for an asset (other than goodwill) that is recognised in a business
combination is less (more) than the value at which it is recognised, a deferred tax liability (asset) is recognised
for the additional tax that will be paid (avoided) in respect of that difference. Similarly, a deferred tax asset
(liability) is recognised for the additional tax that will be avoided (paid) because of a difference between the
value at which a liability is recognised and the amount that will be assessed for tax. The amount attributed to
goodwill is adjusted by the amount of deferred tax recognised.

Deferred tax is measured using the tax rates and laws that have been enacted or substantively enacted by the
balance sheet date that are expected to apply to the reversal of the timing difference.

Current tax assets and liabilities are offset only when there is a legally enforceable right to set off the amounts
and the Company intends either to settle on a net basis or to realise the asset and settle the liability
simultaneously.

Deferred tax assets and liabilities are offset only if: a) the Group has a legally enforceable right to set off current
tax assets against current tax liabilities; and b) the deferred tax assets and deferred tax liabilities relate to income
taxes levied by the same taxation authority on either the same taxable entity or different taxable entities which
intend either to settle current tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities
simultaneously, in-each -future period in which-significant-amounts -of deferred-tax- liabilities or assets are-
expected to be settled or recovered.

Investments in subsidiary undertakings

Investments in equity and long terms loans in subsidiary undertakings are valued at historical cost less provision
for impairments in value. Impairments of investments in subsidiary undertakings are recognised in the statement
of profit and loss in Administrative expenses.



WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

Accounting policies (continued)
Investments
WH Smith Employee Share Trust 1999 and the WH Smith Employee Benefit Trust

As a result of the demerger of Smiths News PLC from WH Smith PLC on 1 September 2006, the WH Smith’s
Employees’ Share Trust 1999 was split in proportion to the Trust’s obligation to the Retail business and the
News business. This involved segregating the assets of the trust relating to each of the Retail Group and the
News Group. From 1 September 2006, WH Smith PLC has accounted for the section of the trust allocated from
the segregation, which is called the WH Smith Employee Benefit Trust.

The WH Smith Employee Benefit Trust holds ordinary shares in WH Smith PLC, which may be used to satisfy
awards and options granted under the Group share schemes. Full details of the Trust and the share schemes are
disclosed in the consolidated financial statements of WH Smith PLC for the year ended 31 August 2022.

After initial recognition, WH Smith PLC shares are measured at fair value with temporary gains or losses being
recognised within equity until the investment is disposed or is determined to be impaired, at which time the
cumulative gain or loss previously reported in equity is included in the statement of profit and loss. The fair
value is determined by reference to quoted market bid prices at the close of business on the balance sheet date.

Intangible assets

Intangible fixed assets are stated at cost, net of accumulated amortisation and accumulated impairment losses.
Software is amortised over its estimated useful economic life of up to five years. Amortisation is recorded in
Administrative expenses.

Property, and equipment

Property, plant and equipment assets are stated at cost, net of accumulated depreciation and accumulated
impairment losses.

Depreciation is provided on all tangible fixed assets at rates calculated to write offthe cost less estimated residual
value, of each asset over its expected useful life, as follows. Depreciation is recorded in the statement of profit
and loss in Administrative expenses.

Freehold properties - 20 years
Leasehold improvements - 20 years
Fixtures and fittings - up to 10 years
Equipment - 8 years

~ Leases
The Company as a lessee

The Company assesses whether a contract is or contains a lease, at inception of the contract. The Company
recognises a lease liability with respect to all lease arrangements in which it is the lessee, except for short-term
leases (defined as leases with a lease term of 12 months or less) and leases of low-value assets. For these leases,
the Company recognises the lease payments as an operating expense on a straight-line basis over the term of the
lease unless another systematic basis is more representative of the time pattern in which economic benefits from
the leased assets are consumed.

All the lease contracts that the Company enters as a lessee are immediately sub-leased to other group companies
at mirror terms as the head lease. Therefore, right of use asset is derecognised and the Company recognised an
intercompany lease receivable for the sub-lease arrangement which is generally equal to the lease liability on
head lease.

The lease liability is initially measured at the present value of the lease payments that are not paid at the
commencement date, discounted by using the rate implicit in the lease. If this rate cannot be readily determined,
the lessee uses its incremental borrowing rate.
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WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

Accounting policies (continued)

Leases (continued)

The Company as a lessee (continued)

Lease payments included in the measurement of the lease liability comprise:

e Fixed lease payments, less any lease incentives receivable;

e Variable lease payments that depend on an index or rate, initially measured using the index or rate at the
commencement date;
The amount expected to be payable by the lessee under residual value guarantees;
The exercise price of purchase options, if the lessee is reasonably certain to exercise the options; and
Payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to
terminate the lease.

The lease liability is presented as a separate line in the Company’s balance sheet.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease
liability (using the effective interest method) and by reducing the carrying amount to reflect the lease payments
made.

The Company remeasures the lease liability whenever:

e The lease payments change due to changes in an index, rent review or rate, in which cases the lease liability
is remeasured by discounting the revised lease payments using an unchanged discount rate.

o A lease contract is modified, and the lease modification is not accounted for as a separate lease, in which
case the lease liability is remeasured based on the lease term of the modified lease by discounting the
revised lease payments using a revised discount rate at the effective date of the modification.

The lease contracts that include variable rents based on sales, which is the case with many of our retail concession
contracts, are not included in the measurement of the lease liability. The related rents payable are recognised as
an expense in the period in which the event or condition that triggers those payables occurs and are included in
profit or loss.

The Company has applied the Amendment to IFRS 16 issued in June 2021 and further extension granted in
March 2022. This practical expedient allows the impact on the lease liability of temporary rent
reductions/waivers affecting rent payments due on or before June 2022, to be recognised in the Income statement
in the period they are received, rather than as lease modifications, which would require the remeasurement of
the lease liability using a revised discount rate with a corresponding adjustment to the right-of-use asset.

For leases acquired as part of a business combination, the lease liability is measured at the present value of the
remaining lease payments. The right-of-use asset is measured at the same amount as the lease liability adjusted
to reflect favourable or unfavourable terms of the lease when compared to market terms.

The Company as a lessor

The Company enters into lease agreements with other group entities as an intermediate lessor with respect to all
its property leases. It accounts for the head lease and the sublease as two separate contracts. The sublease

“arrangements’ are ‘always at ‘mirror terms to-the-head lease and therefore all the sub-lease arrangements.are . - ... ..

classified as a finance lease because in effect it transfers substantially all the risks and rewards of ownership to
the assets to the lessee. The Company derecognises the right of use asset and recognise the financial asset in the
form of an intercompany lease receivable which is equal to the lease liability recognised for the head lease.
Interest income is recognised on intercompany lease receivable using the effective interest method.

Rents receivable from operating leases are recognised on a straight-line basis over the term of the relevant lease.
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WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

Accounting policies (continued)
Retirement benefit costs

The Company’s main UK pension fund is a defined benefit scheme. The cost of providing benefits for the main
defined benefit scheme, WHSmith Pension Trust, are determined by the Projected Unit Credit Method, with
actuarial calculations being carried out at the balance sheet date.

Actuarial gains and losses are recognised in full in the period in which they occur. They are recognised outside
the statement of profit and loss in the Statement of other comprehensive income.

The retirement benefit obligation recognised in the balance sheet represents the present value of the defined
benefit obligation, as reduced by the fair value of scheme assets. Any asset resulting from the calculation is
limited to the present value of available refunds and reductions in future contributions to the plan. Where the
Company is considered to have a contractual obligation to fund the pension scheme above the accounting value
of the liabilities, an onerous obligation is recognised.

For defined contribution schemes the amount charged to the statement of profit and loss in respect of pension
costs and other post-retirement benefits is the contributions payable in the year. Differences between
contributions payable in the year and contributions actually paid are shown as either accruals or prepayments in
the balance sheet.

Other long-term employee benefits are measured at the present value of the benefit obligation at the reporting
date.

Dividends payable and receivable

Final dividends are recorded in the financial statements in the period in which they are approved by the
Company’s shareholders. Interim dividends are recorded in the period in which they are approved and paid.

Dividends receivable from subsidiary undertakings are recorded as income from shares in group undertakings
in profit or loss in the period in which they are received.

Government grants

Government grants are not recognised until there is reasonable assurance that the grants will be received and
that the Group will comply with any conditions attached to them.

Government grants are recognised in the statement of profit and loss over the same period as the costs for which
the grants are intended to compensate. Government grants that are receivable as compensation for expenses or
losses already incurred or for the purpose of giving immediate financial support to the Company with no future
related costs are recognised in profit or loss in the period in which they become receivable.

Government grant income in relation to the UK Government’s Job Retention Scheme is disclosed in Note 4.
Financial instruments
a) Cash and cash equivalents

Cash and cash equivalents in the balance sheet comprise cash at bank and in hand and short-term deposits with
an original maturity of three months or less. In the balance sheet, bank overdrafts are shown within borrowings
in current liabilities.

b) Other financial assets -

Other financial assets, including investments in equity instruments which are not subsidiaries, associates or joint
ventures, are initially measured at fair value, which is normally the transaction price.

Such assets are subsequently carried at fair value and the changes in fair value are recognised in profit or loss,
except that investments in equity instruments that are not publicly traded and whose fair values cannot be
measured reliably are measured at cost less impairment.
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WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

Accounting policies (continued)
Financial instruments (continued)
¢) Financial liabilities and equity

Financial liabilities and equity instruments are classified according to the substance of the contractual
arrangements entered into. An equity instrument is any contract that evidences a residual interest in the assets of
the Company after deducting all of its liabilities.

Debt instruments are subsequently carried at amortised cost, using the effective interest rate method.

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the extent that
it is probable that some or all of the facility will be drawn down. In this case, the fee is deferred until the draw-
down occurs. To the extent there is no evidence that it is probable that some or all of the facility will be drawn
down, the fee is capitalised as a pre-payment for liquidity services and amortised over the period of the facility
to which it relates.

Financial liabilities are derecognised when the liability is extinguished, that is when the contractual obligation
is discharged, cancelled or expires.

d) Trade payables

Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using the
effective interest rate method.

e) Equity instruments

Equity instruments issued by the Company are recorded at the fair value of cash or other resources received or
receivable, net of direct issue costs.

f) Offsetting

Financial assets and liabilities are offset and the net amounts presented in the financial statements when there is
a legally enforceable right to set off the recognised amounts and there is an intention to settle on a net basis or
to realise the asset and settle the liability simultaneously.

Capital and reserves

Share premium account represents the excess of the issue price over the par value on shares issued less
transaction costs arising on issue.

The Merger reserve represents reserves created as a result of historical demergers, being the difference between
the value of consideration and the nominal value of shares issued as consideration.

The Capital redemption reserve represents reserves arising from historical purchases of own share capital.

The revaluation reserve represents revaluation of investments to fair value. Gains and losses are deferred in this
reserve until such time as the underlying asset is sold.
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WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

Critical accounting judgements and key sources of estimation uncertainty

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities. Significant items subject to such assumption and estimate include
the useful economic life of assets; the measurement and recognition of provisions; the recognition of deferred
tax assets; and the liabilities for potential corporation tax. Actual results could differ from these estimates and
any subsequent changes are accounted for with an effect on income at the time such updated information
becomes available.

The most critical judgements (that do not also involve estimation) are set out below:
a) Substantive substitution rights

Judgement is required in determining whether a contract meets the definition of a lease under IFRS 16.
Management has determined that certain retail concession contracts give the landlord substantive substitution
rights because the contract gives the landlord rights to relocate the retail space occupied by the Group. In such
cases, management has concluded that there is not an identified asset and therefore such contracts are outside
the scope of IFRS 16.

b) Determination of lease term

In determining the lease term for contracts that have options to extend or terminate early, management has
applied judgement in determining the likelihood of whether such options will be exercised. This is based on the
length of time remaining before the option is exercisable, performance of the individual store and the trading
forecasts.

The most significant sources of estimation uncertainty are as follows:
a) Impairment of investments in subsidiary undertakings

Investments in subsidiary undertakings of £1,076,124,000 (2021: £1,076,124,000) are reviewed for impairment
if events or changes in circumstances indicate that the carrying value may not be recoverable. When a review
for impairment is conducted, the recoverable amounts of the cash-generating unit is determined based on value-
in-use calculations prepared on the basis of management’s assumptions and estimates. The key assumptions in
the value-in-use calculations include growth rate of revenue and expenses, discount rates and likelihood of lease
renewal.

b) Carrying value of financial assets

The Company reviews its receivables from Group undertakings (see Note 15) in accordance with IFRS 9
‘Financial Instruments’ to assess if a provision for expected credit loss is required. This assessment involves
judgement in assessing the capability of the counterparty to repay amounts owed to the Company and estimates
in determining the future cash flows of the counterparty.

The Company has included a charge of £18,385,000 (2021: credit of 1,362,000) in its income statement in respect
of expected credit losses. The charge in the current year principally relates to an increase in expected credit
losses in respect of intercompany receivables from the Group’s US and German businesses. In the prior year,
the credit was principally in relation to amounts receivable from the Group’s US business. These loans are
repayable on demand, however it was determined that the counterparties would not be in a position to repay the
loans in full if demanded at the balance sheet date. The increase in expected credit losses in the year is largely
related to the interest rate charged on the loans.

The calculation of expected credit losses involves the use of estimates when assessing the ability of the
counterparty to repay the loans. The most significant estimates include the timing and extent of future cash flow
generation by the counterparty entities. The estimated cash flow is mainly derived from the latest Board
approved budget and three year plan, as adjusted for more recent information where applicable.
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WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

Critical accounting judgements and key sources of estimation uncertainty (continued)
b) Carrying value of financial assets (continued)

If the estimated future cash flow of the US business was 10 per cent lower than expected during the recovery
scenario, the expected credit loss charge to the Company’s income statement would be £3,058,000 higher.

The Company also holds a substantial receivable from a subsidiary that acts as a holding company for the WH
Smith Group. The amount of the receivable is £206,395,000. An expected credit loss of £831,000 (2021:
£298,000) has been recognised in respect of this balance based on a probability weighted average review of
possible methods of settlement. The most likely method of settlement would involve the Company extinguishing
the loan by subscribing for additional shares in the subsidiary. In this instance, the Directors have also assessed
if the resulting increased investment in subsidiary balance would be impaired. Following this assessment, it is
noted that no impairment would arise on the increased investment in subsidiary balance.

In addition to the above outlined mechanism of extinguishing the loan balance, other recovery scenarios have
been assessed including compelling the subsidiary to sell its subsidiaries to repay the loan, and other avenues of
repayment, such as repayment through dividend streaming to the subsidiary, which would then be used to settle
the loan. These recovery scenarios would result in expected credit losses ranging from £nil to £104,156,000.
Judgement has been applied in concluding that these recovery scenarios are highly unlikely to be implemented
due to the unnecessary complexity involved in implementing such a recovery scenario.

On the basis that the Company is in control of which recovery scenario would be implemented, the expected
credit loss has been calculated by applying a high weighting to the most likely scenario (additional share
subscription) with a very low weighting applied to the other recovery scenarios.

Revenue

All of the Company’s revenue and loss before taxation arose in the United Kingdom and from provision of
services.

Operating loss

Operating loss is stated after charging / (crediting):

2022 2021
£000 £°000
Depreciation of property, plant and equipment assets 2,761 3,767
Impairment of investment in subsidiary - 909
Expected credit losses / (reversals) on financial assets 18,385 (1,362)
Share-based payments expense 9,987 5,882
Government grant income - (5)
Auditors’ fees
- fees payable to Company’s auditors for the audit of the
Company'’s financial statements 25 18

Statutory disclosures in respect of non-audit fees are given in the consolidated financial statements of WH Smith
PLC. As a result, the Company has made use of the disclosure exemption under FRS 101 in relation to
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WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

Directors’ remuneration

C Cowling and R ] Moorhead are directors of the parent company, WH Smith PLC, and a number of fellow
subsidiaries, and it is not possible to make an accurate apportionment of their remuneration in respect of each of
the subsidiaries. I Houghton is also a director of a number of fellow Group subsidiaries and it is not possible to

make an accurate apportionment of his remuneration in respect of each of the subsidiaries.

The remuneration of C Cowling, R J Moorhead and I Houghton is paid by WH Smith Retail Holdings Limited
and included within Staff costs. The aggregate remuneration of C Cowling, R J Moorhead and I Houghton is as

follows:
2022 2021
£°000 £°000
Aggregate amount of remuneration paid to or receivable by
directors in respect of qualifying services 3,444 2,486
Aggregate value of Company contributions paid to a pension
scheme in respect of directors' qualifying services 258 250
Aggregate of the amount of gains made by directors on the exercise
of share options - -
3,702 2,736

During the year ended 31 August 2022 there were no exercises of share awards in respect of shares in WH Smith

PLC by any of the directors (2021: nil).

The total remuneration of C Cowling, who is the highest paid director, and R J Moorhead is included in the
aggregate of directors' remuneration disclosed in the financial statements of the parent company, WH Smith

PLC.

Employees and staff costs

2022 2021
£°000 £°000
Staff costs

Wages and salaries 175,956 150,081
Social security costs 11,740 9,607
Share-based payments 9,987 5,882
Other pension costs 3,783 3,216
201,466 168,786
2022 2021
No. No.

Monthly average number of employees
Retailing 9,346 9,143
Central functions 43 41
Total monthly average number of employees 9,389 9,184

Employees are utilised by other Group companies for the provision of retailing services.

24



WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

Pension arrangements

The Company is the principal employer of the Group’s defined benefit pension trust, WHSmith Pension Trust
and the Group’s defined contribution plan. The most significant is WHSmith Pension Trust, which is described
in Note 7 (a).

(a) The WHSmith Pension Trust

The WHSmith Pension Trust is independent of the Company and is administered by a Trustee. The scheme has
been closed to new members since 1996 and was closed to defined benefit service accrual on 2 April 2007.
Benefits are based on service and salary at the date of closure or leaving service, with increases currently based
on CPI inflation in deferment and RPI inflation in payment. The Trustee is responsible for the administration
and management of the scheme on behalf of the members in accordance with the Trust Deed and relevant
legislation. Responsibilities include the investment of funds, the triennial valuation and determining the deficit
funding schedule. Under the Articles of Association of WH Smith Pension Trustees Limited (the corporate
trustee) there are four directors nominated by the sponsor, two independent directors and four member-
nominated directors. Under the member-nominated director arrangements, the term of office of a member-
nominated director is four years.

In August 2022 the WH Smith Pension Trust purchased a bulk annuity insurance policy from Standard Life, part
of Phoenix Group, insuring all liabilities to pay all future defined benefit pensions to the Trust’s 12,950 members
and any eligible dependants.

The insurance policy was purchased using most of the existing assets held within the Trust, without the need for
the Group to make any additional contributions. The bulk annuity policy matches the Trust’s cash flow benefit
obligations to its members, removing longevity and other demographic risks as well as investment, interest rate
and inflation risks. As the purchase price of the annuity of £1.1bn was greater than the IAS 19 accounting value
of the corresponding liabilities, an asset remeasurement loss of £508,366,000 has been recorded in other
comprehensive income. This has been offset by actuarial gains on the liabilities due to changes in financial
assumptions and experience of £337,117,000, and gains relating to changes in amounts not recognised due to
the effect of the asset ceiling of £169,200,000.

As a result of this comprehensive risk-removal, the Company will not be required to make any future
contributions into the Trust regarding defined benefit liabilities, therefore the previously recognised minimum
funding liability (£2,489,000 as at 31 August 2021) has been derecognised. The prior year liability of £2,489,000
relates to the recognition of the schedule of contributions as a liability in accordance with the requirements of
IFRIC 14. During the year ended 31 August 2022, prior. to the completion of the buy-in transaction, the Group
made a contribution of 2,163,000 to the scheme (2021: £2,516,000) in accordance with the agreed funding
schedule.

The amounts recognised in the balance sheet at 31 August in relation to the aggregate fair values of the assets
and liabilities of the WHSmith Pension Trust were:

2022 2021

£°000 £°000
Fair value of plan assets 933,022 1,456,254
Present value of the obligations - Coe e S < - (813;313) (1,172,314) -

119,709 283,940
Surplus in the scheme before consideration of the asset ceiling

Amounts not recognised due to the effect of the asset ceiling (119,709) (283,940)

Additional liability recognised due to minimum funding - (2,489)
requirements

Retirement benefit obligation recognised in the balance sheet - (2,489)

Recognised as:
Current liabilities - (694)
Non-current liabilities - (1,795)
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WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

7. Pension arrangements (continued)
(a) The WHSmith Pension Trust (continued)

A full actuarial valuation of the scheme is carried out every three years with interim reviews in the intervening years.
The latest full actuarial valuation of the scheme was carried out at 5 April 2021 by independent actuaries. Following
this valuation, the deficit was less than £1,000,000.

The amounts recognised in the statement of profit and loss were as follows:

2022 2021

£°000 £000
Current service cost (136) (72)
Administrative expenses (389) (268)
Net interest cost on the retirement benefit obligation (22) (30)
Past service cost - -
Total expense recognised in statement of profit and loss (547) (370)
Actual return on plan assets (483,228) 82,575
The amounts recognised in the statement of comprehensive income were as follows:

2022 2021

£°000 £°000
Asset remeasurement (losses)/gains rising during the year (508,366) 58,201
Actuarial (loss)/gain on defined benefit obligations arising from experience (12,628) 4,773
Actuarial gain/(loss) on defined benefit obligations arising from changes in
financial assumptions 349,383 (55,711)
Actuarial gain on defined benefit obligations arising from changes in demographic
assumptions _ 362 1,445
Total actuarial (loss)/gain before consideration of asset ceiling (171,249) 8,708
Gain/(loss) resulting from changes in amounts not recognised due to effect of asset
ceiling excluding amounts recognised in net interest cost : 169,200 (11,177)
Gain resulting from changes in additional liability due to minimum funding
requirements excluding amounts recognised in net interest cost 2,533 706
Total actuarial gain/(loss) recognised in other comprehensive income 484 (1,763)
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Notes to the financial statements (continued)
Year ended 31 August 2022

Pension arrangements (continued)

(a) The WHSmith Pension Trust (continued)

Movements in the present value of the defined benefit scheme assets, obligations and minimum funding
requirement in the current and prior years were as follows:

Effect of asset Net

ceiling and retirement

recognition of benefit

minimum  obligation

£000 Assets  Liabilities funding liability recognised

At 1 September 2021 1,456,254 (1,172,314) (286,429) (2,489)

Current service cost - (136) - (136)

Interest income / (expense) 25,138 (20,147) (5,013) (22)

Actuarial (losses) / gains (508,366) 337,117 171,733 484

Contributions from the sponsoring companies 2,163 - - 2,163

Benefits paid (42,167) 42,167 - -
At 31 August 2022 933,022  (813,313) (119,709) -
At 1 September 2020 1,411,636 (1,143,564) (271,212) (3,140)
Current service cost - (72) - (72)
Interest income / (expense) 24,374 (19,658) (4,746) (30)
Actuarial gains / (losses) 58,201 (49,493) (10,471) (1,763)
Contributions from the sponsoring companies 2,516 - - 2,516
Benefits paid (40,473) 40,473 - -
At 31 August 2021 1,456,254 (1,172,314) (286,429) (2,489)

An analysis of the defined benefit scheme assets at the balance sheet date is detailed below:
2022 2021

Quoted Unquoted Total Quoted Unquoted Total

£°000 £°000 £°000 £°000 £°000 £000

Government bonds - - - 1,210,935 - 1,210,935
Corporate bonds - - - 605,917 475 606,392
Insurance policy - 813,313 813,313 - - -
Investment funds 70,629 42,239 112,868 43,343 185,767 229,110
Derivatives - (1,221) (1,221) - (744,683)  (744,683)
Cash and cash equivalents 8,062 - 8,062 154,500 - 154,500
Total 78,691 854,331 933,022 2,014,695  (558,441) 1,456,254

The weighted average principal long-term assumptions used in the actuarial valuation were:

2022 2021

Discount rate 4.20% 1.75%

Rate of increase in pensions payments 3.30% 3.35%

Rate of increase in deferred pensions 3.30% 2.55%

RPI inflation assumptions 3.70% 3.45%

CPI inflation assumptions 3.30% 2.55%
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Notes to the financial statements (continued)
Year ended 31 August 2022

Pension arrangements (continued)

(a) The WHSmith Pension Trust (continued)

Sensitivity to changes in assumptions

The valuation of the retirement benefit obligation is considered a significant source of estimation uncertainty,
(see Note 2), and therefore changes in assumptions can have a significant effect on the amounts recognised in
the financial statements. Sensitivity information has been derived using scenario analysis from the actuarial
assumptions as at 31 August 2022, while keeping all other assumptions consistent; in practice, changes in some
of the assumptions may be correlated.

Effect on liabilities at 31

August 2022

£°000
Discount rate +/- 0.1% per annum -12,000/+12,000
Inflation assumptions +/- 0.1% per annum +10,000 /-10,000
Life expectancy +/- 1 year +48,000 / -48,000

(b)  Defined contribution pension scheme

The Company’s pension cost charge to its define contribution scheme for the year amounted to £2,601,000
(2021: £2,978,000). The amount of unpaid contributions as at 31 August 2022 included in other creditors was
£118,000 (2021: £101,000).

Income from shares in group undertakings

During the year the Company received dividends totalling £nil from other Group companies (2021: £6,622,000).
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WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

Net interest income / (expense)

2022 2021
£'000 £°000
Finance income:
Interest receivable from other group companies 6,639 3,489
Other interest receivable and similar income 127 81
6,766 3,570
Finance costs:
Other interest payable and similar charges (56) (1,380)
Interest on lease liability (net) (125) (209)
Interest payable to other Group companies (5,600) (2,588)
Net interest cost on defined benefit pension liabilities (22) (30)
(5,803) (4,207)
Net interest income / (expense) 963 (637)
Tax on loss
a) Tax on loss
The tax credit comprises:
2022 2021
£000 £000
Current tax:
Current year (credit)/charge (2,526) 112
Adjustments in respect of prior years (1,744) (61)
(4,270) 51
Deferred tax:
Origination and reversal of timing differences - (968) (3,758)
Adjustments in respect of prior years 953 (859)
Changes in tax rates (1,174) (1,360)
Tax on loss (5,459) (5,926)
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WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

Tax on loss (continued)
a) Tax on loss (continued)
Reconciliation of the tax credit

The tax assessed for the year is lower (2021: lower) than the standard rate of corporation tax in the UK (2022:
19.00%, 2021: 19.00%). The differences are explained below:

2022 2021
£°000 £°000
Loss before taxation (40,783) (12,511)
Tax credit on loss before taxation at UK rate of corporation tax —
19.00% (2021: 19.00%) (7,749) (2,377)
Effect of:
Non-taxable expense / (income) 4,255 (1,258)
Permanent adjustments - an
Adjustments in respect of prior years (791) (920)
Changes in tax rates (1,174) (1,360)
Total tax credit for the year (5,459) (5,926)
b) Deferred tax
2022 2021
£000 £°000
Share-based payments 4,932 2,311
Accelerated capital allowances (305) (154)
Unused interest expense - 670
Retirement benefit obligations - 622
Losses 6,066 6,147
At 31 August 10,693 9,596
2022 2021
£°000 £°000
At 1 September 9,596 3,284
Credit to statement of profit and loss 968 3,758
(Charge)/credit to equity (92) 335
Changes in tax rates 1,174 1,360
Adjustments in respect of prior years (953) 859
At 31 August L . . ... 10,693 9,596

These assets have been recognised in the financial statements as the directors are of the opinion, based on recent
and forecast trading, that the level of group profits in future years will exceed the losses arising in this entity
including those arising on the reversal of these deferred tax assets, and therefore they expect those deferred tax
assets to be recovered against those profits via group relief.

The UK corporation tax rate is 19 per cent. In the Spring Budget 2021, the UK Government announced that from
1 April 2023 the corporation tax rate would increase to 25 per cent. This new law was substantively enacted on

24 May 2021, and the main impact of this change has been factored into 31 August 2021 year end financial
statements.
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WH Smith Retail Holdings Limited

Notes to the financial statements (continued)

Intangible assets

Cost

Year ended 31 August 2022

At 1 September 2021 and 31 August 2022

Accumulated amortisation

At 1 September 2021 and 31 August 2022

Net book value

At 31 August 2021 and 31 August 2022

The net book value of leased assets included above is £nil (2021: £nil).

Property, plant and equipment

Cost
At 1 September 2021
Additions

At 31 August 2022

Accumulated depreciation

At 1 September 2021
Depreciation charge

At 31 August 2022

Net book value
At 31 August 2022

At 31 August 2021

Software

£2000

1,524

1,524

Freehold Leasehold Fixtures

properties improvements and fittings Equipment Total
£°000 £°000 £°000 £000 £000
22,614 3,085 4,795 22,273 52,767
225 - - - 225
22,839 3,085 4,795 22,273 52,992
15,036 2,584 2,954 18,349 38,923
96 187 823 1,655 2,761
15,132 2,771 3,777 20,004 41,684
7,707 314 1,018 2,269 11,308
7,578 501 1,841 3,924 13,844

Leasehold improvements, fixtures and fittings and equipment assets are all assets held under lease arrangements,
therefore the net book value of right-of-use assets included above is equal to the net book value of each of those

asset categories.
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WH Smith Retail Holdings Limited
Notes to the financial statements (continued)

Year ended 31 August 2022

Investments in subsidiary undertakings
£000
Cost
At 1 September 2021 1,186,052
Additions -
At 31 August 2022 1,186,052
Provision for impairment
At 1 September 2021 (109,928)
Impairment -
At 31 August 2022 (109,928)
Net book value
At 31 August 2022 1,076,124
At 31 August 2021 1,076,124
The Directors believe that the carrying value of the investments is supported by their underlying net assets.
At 31 August 2022 the Company directly owned the entire issued share capital of the following companies.
Country of . Percentage Percentage
Name incorporation/ | Registered Class of owned controlled | principal activity
N X address shares
registration % %
Held directly by WH Smith Retail
Holdings Limited:
WH Smith 1955 Limited E"g'ﬁlfg i | Ordinary 100 100 | Holding Company
Product sourcing
WH Smith Asia Limited Hong Kong 2 Ordinary 100 100 for WH Smith
Group companies
. . . . England & . i
WH Smith High Street Holdings Limited Wales 1 Ordinary 100 100 | Holding Company
WH Smith Jersey Limited Jersey 8 Ordinary 100 100 Retailing
WH Smith Promotions Limited E“g'ﬁli 1| Ordinary 100 100 Retailing
WH Smith Retirement Savings Plan England & .
Limited Wales 1 Ordinary 100 100 Dormant
WH Smith Travel Holdings Limited England & 1| Ordinary 100 100 | Holding Company
“WH-Srhith US Group Holdings Lifitéd E“g':y“glf:‘ 1"~ ordinary 100 100 | Holding Company
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13. Investments in subsidiary undertakings (continued)

At 31 August 2022 the Company also indirectly owned the issued equity share capital of the following companies.

Country of . Percentage Percentage .
Name incorporation/ Regn;:’ered Cl?:s of owned controlled P'::;;?al
registration address shares % % ity

Books & Stationers Limited England & 1 Ordinary 100 100 Retailing
Wales

WH Smith Calais S.A.S France 4 Ordinary 100 100 Retailing

Card Market Limited England & 1 Ordinary 100 100 Retailing
Wales

Dotty About Paper Limited England & 1 Ordinary 100 100 Dormant
Wales

funkypigeon.com Limited England & 1 Ordinary 100 100 Retailing
Wales

Modelzone Limited England & 1 Ordinary 100 100 Dormant
Wales

Sussex Stationers Limited England & 1 Ordinary 100 100 Dormant
Wales

The Card Gallery (UK) Limited England & 1 Ordinary 100 100 Retailing
Wales

The SQL Workshop Limited England & 1 Ordinary 100 100 Retailing
Wales

The Websters Group Limited England & 1 Ordinary 100 100 Dormant
Wales .

Tree of Hearts Limited England & 1 Ordinary 100 100 Dormant
Wales

WH Smith (Qatar) Limited England & 1 Ordinary 100 100 Dormant
Wales

WH Smith High Street Limited England & 1 | Ordinary & 100 100 Retailing
Wales Preference

‘WH Smith Hospitals Holdings England & 1 | Ordinary & 100 100 Holding

Limited Wales Preference Company

WH Smith Hospitals Limited England & 1 Ordinary 100 100 Retailing
Wales

'WH Smith Travel 2008 Limited England & 1 Ordinary 100 100 Holding
Wales Company

WH Smith Travel Limited England & 1 | Ordinary & 100 100 Retailing
Wales Preference

WH Smith US Retail Holdings England & 1 Ordinary 100 100 Holding

Limited Wales Company

WH Smith - DFA Brasil Cafeteria, Brazil 15 Ordinary 50 100 Retailing

Livraria E Conveniencia Eireli

‘WH Smith Malaysia SDN BHD Malaysia 11 Ordinary 50 100 Retailing

WH Smith LLC Oman 10 Ordinary 50 100 Retailing

MSP Innovations, LLC USA 16 Ordinary 33 100 Retailing

Nash Nails MRG, LLC USA 16 Ordinary 39 100 Retailing

—— —~— —— —|-WH Smith Australia Pty Limited -- —|———Australia-|——————3-| ~Ordinary [~ ~— 100" 100° Retailing

WH Smith Germany GmbH Germany 5 Ordinary 100 100 Retailing

WH Smith Ireland Limited Ireland 6 Ordinary 100 100 Retailing

WH Smith Italia SR L Italy 7 Ordinary 100 100 Retailing

WH Smith LLC Qatar 9 Ordinary 49 100 Retailing

‘WH Smith Nederland B.V. Netherlands 12 Ordinary 100 100 Dormant
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13. Investments in subsidiary undertakings (continued)

Country of . Percentage Percentage .

Name incorporatiyon/ Regls‘tiered Cl:ss of ownfd controllsd Prmc.u‘)al'
registration address shares % % activity
WH Smith Belgium Belgium 18 Ordinary 100 100 Retailing
WH Smith Norway Norway 19 Ordinary 100 100 Retailing,
WH Smith Singapore Pte. Limited Singapore 13 Ordinary 100 100 Retailing
WH Smith Spain S.L. Spain 14 Ordinary 100 100 Retailing
'WH Smith USA Holdings Inc USA 16 Ordinary 100 100 Holding
Company
InMotion Entertainment Holdings USA 16 Ordinary 100 100 Holding

LLC Compan
InMotion Entertainment Personnel USA 16 Ordinary 100 100 Holding
Leasing Corp Company
WH Smith USA Retail Inc USA 16 Ordinary 100 100 Holding
Company
InMotion SFO, LLC USA 16 Ordinary 88 100 Retailing
Wild Retail Group Pty Limited Australia 3 Ordinary 100 100 Retailing,
InMotion Entertainment Group, LLC USA 16 Ordinary 100 100 Retailing
BTS — InMotion Atlanta, LLC USA 16 Ordinary 100 100 Retailing
InMotion AUS, LLC USA 16 Ordinary 88 100 Retailing
InMotion BNA, LLC USA 16 Ordinary 84 100 Dormant
InMotion BNA-C,LLC USA 16 QOrdinary 80 100 Retailing
Soundbalance BOS, LLC USA 16 Ordinary 67 100 Dormant
InMotion BOS-A, LLC USA 16 Ordinary 80 100 Dormant
InMotion BOS, LLC USA 16 Ordinary 70 100 Dormant
InMotion BOS-BCE, LLC USA 16 Ordinary 80 100 Retailing

InMotion BWL, LLC USA 16 Ordinary 60 100 Retailin
InMotion CLE, LLC USA 16 Ordinary 67 100 Retailing
Soundbalance CLT, LLC USA 16 Ordinary 67. 100 Retailing
InMotion—SB DC, LLC USA 16 Ordinary 75 100 Retailing
InMotion DCA, LLC USA 16 Ordinary 75 100 Retailing
InMotion DEN-B, LLC USA 16 Ordinary 75 100 Retailing
DFW-A Retail Partners, LLC USA 16 Ordinary 60 100 Retailing
DFW-E Retail Partners, LL.C USA 16 Ordinary 65 100 Retailing
DFW-D/E Retail Partners, LLC USA 16 Ordinary 70 100 Retailing
Soundbalance DTW, LLC USA 16 Ordinary 67 100 Retailing
InMotion DTW, LLC USA 16 Ordinary 75 100 Retailing
InMotion EWR, LLC USA 16 Ordinary 80 100 Retailing
InMotion EWR-B, LLC USA 16 Ordinary 85 100 Retailing
InMotion FLL, LLC USA 16 Ordinary 62 100 Retailing
InMotion FLL-T4, LLC USA 16 Ordinary 62 100 Retailing
InMotion IAD, LLC USA 16 Ordinary 75 100 Retailing
Soundbalance JAH, LLC USA 16 Ordinary 67 100 Retailing
BR InMotion JAH, LLC USA 16 Ordinary 65 100 Retailing
InMotion LAX, LLC USA 16 Ordinary 75 100 Retailing
InMotion LAX-IT,LLC USA 16 Ordinary 80 100 Retailing
Soundbalance MCO, LLC USA 16 Ordinary 67 100 Retailing
InMotion MCO, LLC USA 16 Ordinary 73 100 Retailing

Soundbalance Miami, LLC USA 16 Ordinary 67 _100_ Retailing .

" InMotion Bright, LLC USA 16 Ordinary 75 100 Retailing
InMotion MKE, LLC USA 16 Ordinary 79 100 Dormant
InMotion MSY, LLC USA 16 Ordinary 64 100 Retailing
InMotion ORD, LLC USA 16 Qrdinary 70 100 Retailing,
InMotion ORD T2, LLC USA 16 Ordinary 70 100 Retailing
Soundbalance PDX, LLC USA 16 Ordinary 67 100 Retailing
Soundbalance PHL, LLC USA 16 Ordinary 67 100 Retailing
InMotion PHL, LLC USA 16 Ordinary 70 100 Dormant
Soundbatance ATL-E, LLC USA 16 Ordinary 67 100 Retailing
InMotion ATL-A, LLC USA 16 Ordinary 64 100 Retailing
InMotion ATL, LLC USA 16 Ordinary 80 100 Retailing
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13. Investments in subsidiary undertakings (continued)

Country of . Percentage Percentage -
Name incorporal;lyon/ Registered Class of ownfd controllfd Prmc'u?al
registration address shares % % activity
InMotion PHX, LLC USA 16 Ordinary 80 100 Retailing
InMotion PHX T3, LLC USA 16 Ordinary 90 100 Retailing
Soundbalance SAN, LLC USA 16 Ordinary 55 100 Retailing
InMotion SAT, LLC USA 16 Ordinary 75 100 Retailing
InMotion SEA, LL.C USA 16 QOrdinary 88 100 Retailing
InMotion SFO-T3, LLC USA 16 Ordinary 85 100 Retailing
InMotion SFO-IT, LLC USA 16 Ordinary 90 100 Retailing
Soundbalance SJC, LLC USA 16 Ordinary 67 100 Dormant
InMotion SLC,LLC USA 16 Ordinary 80 100 Retailing
InMotion JAH, LLC USA 16 Ordinary 70 100 Dormant
InMotion SLC-A.LLC USA 16 Ordinary 85 100 Retailing
InMotion SLC-B,LLC USA 16 Ordinary 90 100 Retailing
InMotion SMF,LLC USA 16 Ordinary 90 100 Retailing
InMotion CLT, LLC USA 16 Ordinary 74 100 Retailing
SBIP, LLC USA 16 Ordinary 50 100 Dormant
InMotion LGA, LLC USA 16 QOrdinary 75 100 Dormant
Marshall Retail Group Holding Co USA 16 Ordinary 100 100 Holding
Inc company
MRG Holdings Corp USA 16 Ordinary 100 100 Holding
company
Marshall Retail Group LLC USA 16 Ordinary 100 100 Retailing
The Marshall Retail Group Canada Canada 17 Ordinary 100 100 Retailing
Inc
MRG Baltimore Concourse A, LLC USA 16 Ordinary 70 100 Retailing
MRG Baltimore (BWI), LLC USA 16 Ordinary 70 100 Retailing
MRG Chicago, LLC USA 16 Ordinary 65 100 Retailing
MRG Denver, LLC USA 16 Ordinary 75 100 Retailing
MRG Dallas I, LLC USA 16 Ordinary 65 100 Retailing,
MRG Kansas City, LLC USA 16 Ordinary 80 100 Retailing
MRG LaGuardia, LLC USA 16 Ordinary 80 100 Retailing
MRG LaGuardia Terminal A, LLC USA 16 Ordinary 75 100 Retailing
MRG Los Angeles, LLC USA 16 Ordinary 70 100 Retailing
MRG Los Angeles T3 USA 16 Ordinary 70 100 Retailing
MRG Nashville, LLC USA 16 Ordinary 80 100 Retailing
MRG Newark, LLC USA 16 Ordinary 74 100 Retailing
MRG Newark 2, LLC USA 16 Ordinary 74 100 Retailing
MRG Orlando, LLC USA 16 Ordinary 70 100 Retailing
MRG Phoenix 1, LLC USA 16 Ordinary 65 100 Retailing
MRG Phoenix 2, LLC USA 16 Ordinary 65 100 Retailing
MRG Raleigh Terminal 1, LLC USA 16 Ordinary 55 100 Retailing
MRGRDU T2, LLC USA 16 Ordinary 80 100 Retailing
MRG Sacramento, LLC USA 16 Ordinary 90 100 Retailing
MRG Salt Lake City, LLC USA 16 Ordinary 80 100 Retailing
MRG San Francisco, LLC USA 16 Ordinary 80 100 Retailing
MRG San Francisco Terminal 1, LLC USA 16 QOrdinary 80 100 Retailing
MRG San Francisco Terminal 2, LLC USA 16 Ordinary 85 100 Retailing |
~| MRG San Francisco Terminal 3, LLC USA 16 Ordinary 80 100 Retailing
MRG Savannah, LLC USA 16 Ordinary © 55 100 Retailing
MRG Seattle, LLC USA 16 Ordinary 80 100 Retailing
MRG Washington (DCA), LLC USA 16 Ordinary 75 100 Retailing
MRG Washington (JAD), LLC USA 16 Ordinary 75 100 Retailing
Midway Fresh MRG, LLC USA 16 Ordinary 20 100 Retailing
WH Smith DEN, LLC USA 16 Ordinary 70 100 Retailing
WH Smith DCA, LLC USA 16 Ordinary 75 100 Retailing
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13. Investments in subsidiary undertakings (continued)

Address references:

Greenbridge Road, Swindon, Wiltshire SN3 3RX

Suites 13A01-04 13 Floor, South Tower, World Finance Centre, Harbour City, Tsim Sha Tsui, Kowloon, Hong Kong

Suite 401, 80 William Street, Woolloomooloo NSW 2011, Australia

38 Rue des Mathurins, 75008 Paris 8, France

Terminal Ring 1, Zentralgebaude Ost, Zi. 5. 035, 40474 Dusseldorf, Germany

6th Floor, Grand Canal Square, Dublin 2, Ireland

Via Borgogna, Cap 20122, Milano, Italy

72/74 King Street, St Helier, Jersey, JE2 4WE

27 Um Ghwalinah Road, 230 C-ring Road, Doha, Qatar
10 | PO Box 3275, PC112, Ruwi, Oman

Wl lo|vw]|an|wn |l ]|wiin

11 | C2-6-1, Solaris Dutamas, 1, Jalan Dutamas 1, 50480, Kuala Lumpur, Malaysia
12 | Weteringschans 94, 1017 XS, Amsterdam, Netherlands

13 | 9 Battery Road, #15-01 Straits Trading Building, Singapore 049910

14 | Paseo de Recoletos, 27, 7°, 28004, Madrid, Spain

15 | Avenida das Americas, No. 3434, Barra da Tijuca, CEP 22640-102, Rio de Janeiro, RJ, Brazil
16 | 3755 W Sunset Road, Las Vegas, Nevada, NV 89118, USA

17 | 2200 HSBC Building, 885 West Georgia Street, Vancouver, BC V6C 3E8, Canada

18 | Posthofbrug 10 boite 4, 2600 Anvers, Belgique

19 | C/o CMS Kluge Advokatfirma AS, Bryggegata 6, 0250 Oslo, Norway

14. Investments

2022 2021

£°000 £000
Market value
At 1 September 4,970 2,397
Additions 7,050 2,019
Utilisation (2,524) (328)
Revaluation (592) 882
At 31 August 8,904 4,970

At 31 August 2022 the number of shares held in WH Smith PLC was 622,989 (2021: 304,641) and the nominal
value was £137,615 (2021: £67,294). The shares are held by an employee trust for the sole purpose of satisfying
obligations under the parent company’s Employee Share Schemes and are included in investments. Details of
the Employee Share Schemes are given in Note 19.
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WH Smith Retail Holdings Limited
Notes to the financial statements (continued)
Year ended 31 August 2022

Trade and other receivables

2022 2021
£°000 £°000

Amounts falling due within one year:
Amounts owed by group undertakings 1,005,126 489,117
Corporation tax 731 -
Lease receivables — amounts owed by group undertakings 55,636 58,873
Other debtors 1,123 2,133
1,062,616 550,123

Included within amounts owed by group undertakings is an unsecured loan of £208,000,000 (2021:
£208,000,000) which bears interest at GBP 6 month LIBOR plus 1 per cent. For the next financial year, the
reference rate for this loan will be reviewed in line with UK IBOR reform. All other amounts owed by group

companies are non-interest bearing and repayable on demand.

2022 2021
£°000 £°000
Amounts falling due after more than one year:

Lease receivables — amounts owed by group undertakings 123,712 156,672
123,712 156,672

Trade and other payables: amounts falling due within one year
2022 2021
£°000 £°000
Amounts owed to Group undertakings 1,272,982 739,210
Other creditors 34,907 23,879
Corporation tax : - 218
Other taxation and social security 6,714 5,255
1,314,603 768,562

Included within amounts owed to group companies is an unsecured loan note for £4,857,430 which bears interest
at GBP 6 month LIBOR; an unsecured loan note of £7,307,805 which bears interest at GBP 6 month LIBOR;
and an unsecured loan note of £238,000,000 which bears interest at GBP 6 month LIBOR plus 1 per cent. For
the next financial year, the reference rates for these loans will be reviewed in line with UK IBOR reform. None
of the unsecured loan notes have a fixed repayment date. All other amounts owed to group undertakings are

unsecured, non-interest bearing and repayable on demand.

Lease liabilities

2022

2021
£°000 £°000

Lease liability
- Current 57,871 61,543
- Non-current 124,629 159,822
At 31 August . 182,500 221,365
Cash outflow in respect of leases 2,780 3,733
Interest on lease liability 3,691 4,267
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Called up share capital

2022 2021
Number Nominal Number Nominal
of shares value of shares value
No. ‘000 £°000 No. ‘000 £000
Allotted, called up and fully paid
Ordinary shares of 2 13/81p 22,341,721,689 482,692 22,341,721,689 482,692
(2021: 2 13/81p) each
Deferred shares of 2 13/81p 1 - 1 -

(2021: 2 13/81p) each

22,341,721,690 482,692 22,341,721,690 482,692

Deferred shares of 2 13/81p each have no rights to receive a dividend or to attend or vote at any general meeting
of the Company. Holders of the deferred shares are entitled to a return of the capital paid up on winding-up,
subject to the payment of all other classes of shares of the amount paid up on such shares, but have no further
rights of participation in the assets of the Company.

Share-based payments

The Company is the principal employer of the WH Smith Group. The Company operates a number of share
schemes for employees which are treated as cash-settled share-based payments in the financial statements of the
Company. The schemes are treated as equity-settled share-based payments in the consolidated financial
statements of WH Smith PLC, and the relevant disclosures are provided in Note 22 and the Remuneration Report
of the WH Smith PLC Annual Report and Accounts 2022, which does not form part of this report. The amount
recorded in liabilities in relation to these schemes is £20,503,000 (2021: £10,167,000) and the charge to profit
and loss was £9,987,000 (2021: the charge of £5,882,000). Included in this liability is £1,192,000 (2021:
£2,579,000) relating to vested options.

All share options which have vested have been valued at WH Smith PLC’s share price at year-end. The share
options outstanding, which have yet to vest, have been valued using a Black-Scholes model. The inputs to the
Black-Scholes mode! for options over WH Smith PLC shares are as follows:

2022 2021

Share price — pence 1,430 1,632
Exercise price — pence Nil-1,610  Nil-1,610
Expected volatility — per cent 31.04-48.39 33.15-62.07
Expected life — years 0.18-2.22 0.17-2.77
Risk free rate — per cent 2.44-3.00 0.00-0.19
Dividend yield — per cent 0.00 0.00

Expected volatility was determined by calculating the historical volatility of the Group’s share price.

: . 2022 2021
Weighted average share price at date of exercise of share options exercised 1,573.69 1,558.60
during year — pence

Weighted average remaining contractual life at end of year — years 8 8

Below is a summary of the details of the share schemes.
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Share-based payments (continued)
LTIP

Under the terms of the current LTIP, executive directors and key senior executives may be granted conditional
awards to acquire ordinary shares in the Company (in the form of nil cost options) which will only vest and
become exercisable to the extent that the related performance targets are met.

Awards will first become exercisable on the vesting date, which is the third anniversary of the date of grant.
Awards made on or after October 2016 are subject to holding periods preventing the delivery and sale of shares
until the fifth anniversary of the date of grant. For awards made in October 2016 and October 2017, the holding
period applies to 50 per cent of any shares which vest. For awards made in November 2018, and all subsequent
awards, the holding period applies to 100 per cent of any shares that vest. The awards will accrue dividends paid
over the performance and any holding period. Awards are exercisable between October 2019 and November
2031.

Sharesave Scheme

Under the terms of the Sharesave Scheme, the Board grants options to purchase ordinary shares in the Company
to employees with at least three months service who enter into an HM Revenue & Customs approved Save-As-
You-Earn (SAYE) savings contract for a term of three years. Options are granted at up to a 20 per cent discount
to the market price of the shares on the date of offer and are normally exercisable for a period of six months after
completion of the SAYE contract. Options are exercisable between August 2022 and January 2025. The range
of exercise prices for SAYE options outstanding at the year-end was 1,400p to 1,610p (2021: 1,400p to 1,610p).

Performance Share Plan (PSP)

Under the terms of the Performance Share Plan, the Board may grant conditional awards to executives. The
exercise of awards is conditional on the achievement of a performance target, which is determined by the Board
at the time of grant. The executive directors do not participate in this Plan. Awards are exercisable between
October 2017 and November 2031.

Deferred Bonus Plan (DBP)

The Deferred Bonus Plan is applicable to executive directors only. Under the terms of the DBP, any bonus
payable over target is deferred into shares for a period of up to three years. One third of the deferred shares are
released on each anniversary of the bonus.

At 31 August 2022, 18,473 shares remain deferred in accordance with this plan (2021: 10,108 shares).

Contingent liabilities

Potential liabilities that could crystallise are in respect of previous assignments of leases where the liability could
revert to the Company if the lessee defaulted. The Company’s 65 per cent share of these leases has an estimated
future gross rental commitment at 31 August 2022 of £946,000 (2021: £1,035,000). The movement in the future
rental commitment is due to the crystallisation of lease liabilities, lease expiries and the effluxion of time.

The Company is a guarantor on the WH Smith PLC Group’s £250,000,000 revolving credit facility which
expires on 28 April 2025 alongside WH Smith High Street Limited, WH Smith Travel Limited, WH Smith
Hospitals Limited, funkypigeon.com Limited, InMotion Entertainment Group LLC and Marshall Retail Group
LLC. - -

The Company is also a guarantor, alongside the other Group companies listed above, on a committed term loan
of £133,000,000 due to mature on 28 April 2025.

Related party transactions

The Company has taken advantage of the exemptions granted by paragraph 8(k) of FRS 101, not to disclose
transactions with WH Smith PLC Group companies and interests of the Group who are related parties.
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Ultimate and immediate parent company

The immediate and ultimate parent company and controlling party is WH Smith PLC, a company incorporated
in the United Kingdom, and registered in England and Wales. WH Smith PLC heads the largest and smallest
group of companies of which the Company is a member for which consolidated financial statements are prepared.

Copies of the Group financial statements are available from:

The Company Secretary
WH Smith PLC
Greenbridge Road
Swindon
Wiltshire
SN3 3RX
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