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NEXT is a UK based retailer offering exciting, beautifully

designed, excellent quality clothing, footwear,

accessories and home products.

NEXT distributes through three main channels:
e NEXT Retail, a chain of around 540 stores in the UK and Eire

e NEXT Directory, our home shopping division with over 4.5 million active
customers in the UK and overseas

e NEXT International Retail, with around 200 mainly franchised stores
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Investor website

@ We maintain a corporate website at
www.nextplc.co.uk containing a wide
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® On a comparable 52 week basis:
¢ Total sales down -0.3% to £4.1bn;
¢ Profit before tax down -3.8% to £790m;
e Underlying EPS down -0.3% to 441.3p.

e £314m paid to shareholders in dividends through a
combination of ordinary dividends £226m and special
dividends £88m. A further £188m was returned
through share buybacks.

* Final ordinary dividend of 105p, making 158p for the
year, level on last year. Remains covered 2.8 times.

e Strategy continues to be focused on products,
profitability and returning cash to shareholders
through dividends and share buybacks.

Read more in the Chief Executive's Review on
pages 4 to 25

See our Group Financial Statements on
pages 96 to 138
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Strategic Report

Chairman’s Statement

As anticipated, the year to January 2017 was a challenging year for NEXT, despite this Earnings Per Share' declined by only
-0.3% to 441.3p. We propose to maintain our total full year ordinary dividend flat at 158p.

Whilst total sales? for NEXT Retail declined by -2.9%, sales for NEXT Directory increased by +4.2%. Total Group sales were
broadly flat at £4.1bn for the year.

Cash flow remained strong and we returned £502m to shareholders through a combination of ordinary dividends (£226m),
special dividends (£88m) and share buybacks (£188m).

We have continued to invest in the business, spending £161m on new stores, warehousing and systems. Net debt increased
to £861m, well within our bond and bank facilities of £1.4bn.

It has already been announced that | will retire from the Board on 1 August 2017. | have been at NEXT for fifteen years and
have immensely enjoyed the experience. NEXT is an excellent company and working with the Board and executive team has
been extremely stimulating and enjoyable.

I will be succeeded as Chairman by Michael Roney. The Board appointed Michael as a non-executive director, Deputy
Chairman and Chairman Designate in February this year. Michael has extensive business experience and has had a long
and distinguished career, including as Chief Executive of Bunzl plc. He also has all the qualities that are necessary in a good
chairman and | am very confident that he will make an excellent transition into the role.

| am also pleased that Jonathan Bewes has joined us as a non-executive director during the year. Jonathan has a great deal
of experience in investment banking, is a Chartered Accountant and is a very good addition to the Board.

Steve Barber, non-executive director and Chair of the Audit Committee, will step down from the Board at the 2017 AGM
in May. Steve has made a much valued and active contribution to the Board and | would like to thank him for his service over
the last ten years. Jonathan Bewes will take over from Steve as Chairman of the Audit Committee after the AGM.

The strength of the Group is built on the hard work and dedication of all the people who work for NEXT. | would like to thank
them all for their contribution throughout the year. | have been Chairman of NEXT since May 2006. In 2008 our profits fell
and our share price halved; by the following year our profits had started to grow again and our share price recovered strongly
in the following years. Trading conditions in the year ahead will continue to be tough, however | believe that by focusing on
our core strengths, as we did during 2008, we will see NEXT emerge from this period stronger than before.

ot bk

Chairman

1. Earnings Per Share growth is stated on a comparable 52 v 52 week basis.
2. Total sales are VAT exclusive sales including the full value of commission based sales and interest income (refer to Note 1 of the financial statements).

Read more in the Chief Executive’s Review on

pages 4 to 25 Read about our Governance on pages 48 to 52

nextplc.co.uk
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NeXC plc

Strategic Report

Chief Executive's Review

Overview

NEXT Brand total sales were level with last year, full price sales® were down -1.3%. Directory has performed better than Retail
as customers continue to shop more online. In addition, Directory benefited from improved stock availability, enhanced
website functionality and the continued growth of LABEL and Directory overseas.

Profit before tax was down -3.8%. Underlying Earnings Per Share (EPS) were down only -0.3% as a result of share buybacks
during the year.

We are proposing a final ordinary dividend of 105p per share, making 158p in total for the year, which is in line with last year.

Last year was a 53 week year. In order to give a clear picture of the underlying performance of the business, the figures above
and throughout this report are shown on a 52 week versus 52 week basis unless stated otherwise.

Jan
SALES excluding VAT 2016
(52 weeks v 52 weeks) fm
NEXT Retail 2,304.6 2,373.5 -2.9%
NEXT Directory 1,728.5 1,658.7 +4.2%
NEXT BRAND 4,033.1 4,032.2 0.0%
Other 103.7 117.5
Total NEXT Group sales (52 v 52 weeks) 4,136.8 4,149.7 -0.3%
Statutory revenue (52 v 53 weeks) 4,097.3 4.176.9

Jan
PROFIT and EPS 2016
(52 weeks v 52 weeks) fm
NEXT Retail 338.7 402.1 -15.8%
NEXT Directory 444 1 405.2 +9.6%
NEXT BRAND 782.8 807.3 -3.0%
Other 44.9 44.5
Operating profit 827.7 851.8 -2.8%
Net interest (37.5) (30.5)
Profit before tax — underlying 790.2 821.3 -3.8%
Profit from 53rd week in prior year - 14.8
Taxation (52 v 53 weeks) (154.9) (169.3)
Profit after tax (52 v 53 weeks) 653.3 666.8
EPS - underlying (52 v 52 weeks) 441.3p 442.5p -0.3%
Ordinary dividends per share 158.0p 158.0p 0.0%

3. Full price sales are VAT exclusive sales, excluding items sold in our mid-season or end-of-season Sale events and our Clearance operations. They include
interest income relating to those sales.

4 nextplc.co.uk



Objectives for the year ahead

The year ahead looks set to be another tough year for NEXT. We remain clear on our priorities going forward. We will
continue to focus on improving the Company’s product, marketing, services, stores and cost control.

The Company’s main operational objectives are set out in the table below. They remain broadly unchanged from those set

out last year.

Develop the NEXT brand

Continue to develop our buying and design capabilities; delivering better design,
improved quality and quicker response to new trends whilst also re-building some
of our heartland business (see page 6).

Upgrade Directory

Continue to build on the improvements we have made to the Directory in the
previous year.

Development will focus on improving our website functionality, website look
and feel, personalisation, our credit offer and the way we promote it, our online
marketing capabilities and our delivery services (see page 16).

Invest in online growth businesses

Continue to develop NEXT overseas through investment in our website, in particular
the roll out of our overseas mobile site.

Continue to develop LABEL through the addition of new key brands, particularly
through ‘Lipsy & Co'.

Invest in profitable new space

Open profitable new retail space, maintaining the Company’s payback and
profitability hurdles of 15% net store profit (before central overheads) and payback
on net capital invested in 24 months (see pages 8 to 10).

Control costs

Control costs through constantly innovating and developing more efficient ways of
operating. This must be done without detracting from the quality of our products
and services.

nextplc.co.uk
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NeXC plc

Strategic Report

Focus on product

Our ranges continue to be at the heart of everything we do.

In our half-year report in September 2016, we explained how we were adapting our buying processes to increase the speed
with which we react to new trends. We have made a great deal of progress in this area. Our buying teams are now developing
new products and making buying decisions faster, taking products from concept to shop floor in much shorter timescales. In
many cases we have reduced the product development times by three months. These gains can be even greater where our
buyers have pre-ordered fabric and have it available to use at the time they order an item.

Where we have used these new buying techniques they have proved successful. The items shown below were some of our
best-selling lines in the run up to Christmas and were all developed rapidly using new buying and merchandise practices.

However, in focussing so much energy on changing our buying culture, processes and adopting exciting new trends, we have
omitted some of our best-selling, heartland product from our ranges. These are the easy to wear styles that can be delivered
in large volumes and great prices across several colours.

We identified this issue in January. Corrective action is relatively straightforward and began in late January. We believe that
some of these changes will begin to be reflected in our Summer ranges from May onwards, but we will not have our ranges
where we want them until the Autumn season (September onwards).

Going forward we will continue to build on what we have learnt about the rapid development of new products and the
delivery of new trends, with the proviso that those trends must be delivered in a way that all our customers can easily
buy into. In re-balancing our ranges, we must be careful not to become overly conservative and throw away the excellent
progress we have made in moving our buying processes forward.

nextplc.co.uk



NEXT Retail

Retail sales and profit analysis

Total NEXT Retail sales reduced by -2.9% and full price sales were down -4.6%. Profit reduced by -15.8%, as shown in the

table below.

Jan
fm 2016
Retail total sales 2,304.6 2,373.5 -2.9%
Retail operating profit 338.7 402.1 -15.8%
Retail net margin 14.7% 16.9%
Net new space contributed +2.5% to growth.
The table below sets out significant Retail margin movements by major heads of costs.
Net operating margin on total sales last year 16.9%
Bought-in gross margin Over-achievement against target margin, mainly as a result of lower freight +0.1%
costs.
Markdown Stock for Sale was up +17% on last year whilst markdown sales were up +13%. -1.0%
The increase in stock for sale eroded margin by -0.7% and lower cash recovery*
reduced margin by -0.3%.
Store payroll Increased rates of pay would have reduced margin by -0.5%. However, this 0.0%
adverse effect was offset by productivity initiatives in store.
Store occupancy Negative like-for-like® sales increased fixed costs as a percentage of sales. -1.1%
Underlying rental inflation was +0.5%.
Warehouse & distribution Margins were eroded for three reasons. (1) we incurred start-up costs for -0.3%
our new automated furniture warehouse, (2) negative total sales meant that
fixed costs increased as a percentage of sales and (3) wage inflation reduced
productivity.
Central overheads Central overheads reduced, mainly due to lower management incentives. +0.1%
Net operating margin on total sales this year 14.7%

Based on our central guidance for the year ahead we expect Retail margins in 2017/18 to reduce to around 12%, mainly as

a result of lower like-for-like sales.

4. Cash recovery is the cash generated from markdown sales expressed as a percentage of the full price value of the stock going into the Sale.

5. Growth in sales from stores which have been open for at least one year.

nextplc.co.uk
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NeXC plc

Strategic Report

Retail space expansion

Net trading space increased by 330,000 square feet this year, taking our portfolio to 8.0m square feet. Store numbers
remained broadly the same, with the increase in new space being offset by the closure of smaller, less profitable stores.

The table below sets out the change in store numbers and space for the full year.

Store Sq. ft.

numbers ("000)

January 2016 540 7,648

New stores, including 17 re-sites +27 +608

Closures, including 20 re-sites -29 -327

Extensions (9) - +49
January 2017 538 7,978 +4.3%

The profitability of the portfolio of stores opened or extended in the last 12 months is forecast to be 23% of VAT inclusive
sales and payback on the net capital invested is expected to be 24 months. Both measures meet our Company investment

hurdles of 15% profitability and 24 months payback.

Looking at the new projects in the year ahead, we estimate we will add 150,000 net square feet and a further 250,000 square
feet in the following year. This estimate is only a rough guide at this stage and much will depend on the lease terms we are

able to achieve and required planning permissions.

It is worth reiterating that, as we outlined in our Analysts’ presentation in September 2016, the new stores are significantly
cheaper than the current portfolio, both in terms of rent per square foot and rent to sales ratio. The table below sets out the
rent ratios of our existing stores and the equivalent figures for the new space opening in the year.

Opening

during

Store rent analysis 2017/18(e)

Square feet 8m 343k

Annual rent £181m fé6m
Rent/square foot £22.68 £17.28 - 24%
Rent/sales 6.6% 5.0% - 24%

nextplc.co.uk



Retail store profitability

As a result of the active management of our store portfolio, the vast majority of our stores make a healthy profit, with 97%
of our space delivering a net branch profit® of more than 10%. The left hand table below sets out the percentage of our
turnover within stores of different levels of profitability at January 2017. The right hand table shows the same information
projected forward into next year based on the assumption that like-for-like retail sales are down -7%, which is in line with
our central guidance. As can be seen from the tables, our portfolio is extremely profitable and is likely to remain so despite

current trading conditions.

Jan 2017
Mainline store Percentage
profitability of turnover
>20% 74%
>15% 92%
>10% 97%
>5% 99%
>0% 99.3%

6. Net branch profit is defined as profit before central overheads and is expressed as a percentage of VAT inclusive sales.

nextplc.co.uk

Jan 2018 (e)

Mainline store Percentage
profitability of turnover
>20% 65%
>15% 88%
>10% 95%
>5% 98%
>0% 98.8%

NEXT: Hull Kingswood
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Strategic Report

Long term retail portfolio stress test

With increasing amounts of business being transferred online, it is legitimate to question the long term viability of retail
stores and whether the possession of a retail portfolio is an asset or a liability. We believe that our stores represent a valuable
asset and will continue to do so. However, in the unlikely event that like-for-like retail sales continue to decline at high rates
for the next ten years, we believe that our lease structure is such that the portfolio could be managed down profitably.

In such a scenario it is extremely likely that rents would fall to reflect the new reality and that is our experience so far, but what
if they do not? To answer this question we projected the profitability of our current store portfolio in three different like-for-
like sales scenarios over the next ten years: -2% which is the average of the last five years, -4% and -6%. For the purpose of
this model we have made the following conservative assumptions:

® We shut unprofitable stores at their lease expiry.

e When profitable stores reach the end of their lease we are able to continue trading, paying the same rent on a short term

lease.
* We take on no new space.

As can be seen from the graph below, even in our worst case scenario, the portfolio would still make around 10% net
branch profit before central overheads. In such extreme circumstances it is likely that we would be able to renegotiate rents
downwards and open some profitable new stores, both of which would increase profitability.

In conclusion, our existing and new stores will remain a profitable asset even in very difficult circumstances. And this is why
we continue to take on new space where we have the opportunity to increase sales and profit, as long as we continue to
adhere to our strict profitability and payback hurdles and only take relatively short term leases (e.g. ten years).

Projected Net Branch Profitability — Three Scenarios

25%
20%
19%
20%
@ -4% pa LFL scenario
© 15%
(2]
2 1% -6% pa LFL scenario 0
E
£ 10%
= 10%
<
>
Y
o
N
5%
0%
2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

The weighted average remaining lease term of our current portfolio remains 7.5 years, with 50% of our leases (by value)
expiring within six years and 70% within ten years.

nextplc.co.uk



NEXT Directory

NEXT Directory sales performance

Total Directory sales grew by +4.2%, with full price sales growth of +3.6%. The table below shows the growth in full price
sales for each element of the business. Full price sales in the UK grew by +1.2% and our overseas business grew by +18.5%.

Full price sales growth fm % var
UK NEXT -19 -1.8%
UK LABEL +34 +18.9%

Total UK +15 +1.2%

Overseas +36 +18.5%

Total +51 +3.6%

Directory customer base

Average active customers’ increased by +4% to 4.7 million, driven by the growth of UK ‘cash’ customers (those who do not
use our credit account when ordering) and customers overseas. The table below sets out the growth in our customer base.

Jan
Average active customers (m) 2016
UK credit account® 2.50 2.58 -3%
UK cash 1.38 1.21 +14%
Total UK 3.88 3.79 +3%
Overseas 0.85 0.76 +11%
Total 4.73 4.55 +4%

7.
8.

Active customers are defined as those who have placed a Directory order or received a standard account statement in the last 20 weeks.
Prior year active customers have been reduced by 0.04m to exclude inactive accounts that were included in error last year.

nextplc.co.uk
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Strategic Report

Directory credit business

As anticipated, our credit customer base has continued to decline, albeit at a slower rate, and our average active customers
throughout the year were down -3%.

In January 2016, we began to actively market our credit account to existing and new customers. As a result, we have seen
a steady improvement in the rate of attrition in our credit customer base. The graph below shows the percentage decline
in our customer base throughout the year. We started the year with -6% fewer credit customers than the year before. As it
stands at January 2017 our credit customers are down just -0.8% on last year.

We are encouraged by the increasing stability of our credit customer base. However, we do not expect the trend (shown in
the chart below) to necessarily continue into the current year. We have now passed the point at which we began to promote
credit accounts last year, so the opportunity for further improvement is limited and we expect the customer base to continue
to decline at a modest rate in the year ahead.

Annual % Change in Active Credit Customers
Jan 2016 Jan 2017

-0.8%
Vi

0%

0% interest free credit for 3 months & £10 off
when you open a Next Credit Account /

-2% N
o M

- S /

-5% S
-6%* /~/

-6%

-1%

-7%

* Prior year active customers have been restated
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Directory profit analysis
Total NEXT Directory sales grew by +4.2% and profit grew by +9.6%, as shown in the table below.

Jan
fm 2016
Directory total sales 1,728.5 1,658.7 +4.2%
Directory operating profit 4441 405.2 +9.6%
Directory net margin 25.7% 24.4%
The table below sets out significant Directory margin movements by major heads of costs.
Net operating margin on total sales last year 24.4%
Bought-in gross margin Bought-in gross margin was +0.1% and in line with Retail. However, this -0.3%

improvement has been offset by an increase in sales of third-party branded
products, which have lower margins.

Markdown Stock for Sale was up +5% on last year, broadly in line with markdown sales. -0.1%

Interest income Higher interest income, as a result of reduced minimum payments, increased +1.0%
margin. This has been partially offset by a reduction in the annual percentage
rate of interest we charge our customers.

Warehouse & distribution Margin improved as a result of greater efficiency in our warehousing and +0.6%
distribution operations.

Marketing, photography = Reduction in print costs have been partially offset by increased UK online +0.1%
& catalogue production marketing costs.
Net operating margin on total sales this year 25.7%

Based on our central guidance for the year ahead we expect Directory margins to reduce by -0.3%, mainly as a result of the
growth of sales in our third-party branded products, which have lower margins than our NEXT branded stock.
Directory overseas

Directory overseas continues to trade well and full price sales for the full year were up +18% on last year (on a constant
currency basis sales were up +19%).

Sales and profit history

The table below sets out the last four years’ sales, profits and net margins in Pounds Sterling for Directory overseas, along
with an estimate for the year ahead. In the year to January 2017, margin in our overseas business improved, mainly as a result
of efficiencies within our parcel networks and distribution hubs.

Jan Jan Jan Jan
fm 2014 2015 2016 2018 (e)
Total sales 101 163 197 234 290
Operating profit 18 30 31 46 63
Net margin 18% 18% 16% 20% 22%

In the year ahead we expect sales to grow by +15% on a constant currency basis. As a result of the weakening of the Pound
our overseas business will benefit in two ways. Firstly, our overseas customers will not experience any inflation in selling
prices, so selling prices relative to the UK will reduce by around 5%. Secondly, the revenue stream will be more valuable in
Sterling. As a result of this we expect sales in Pounds Sterling to increase by +24%.

9. Profit for the year ahead now includes an allocation of central overheads and markdown costs. This cost allocation reduces overseas profitability by 4%.

nextplc.co.uk
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NeXC plc

Strategic Report

Distribution hubs

Our overseas hubs (China, Russia and Germany) are working well, and allow us to get our stock to customers more efficiently
compared to servicing orders from the UK network. We now service our Polish business from the German hub, a service we
will be extending to fourteen surrounding countries during the year. The China hub is operationally very efficient but the
administration associated with importing stock into the country continues to be a challenge.

LABEL

Our branded business, LABEL, continues to perform well, with total sales'™ up +14% and full price sales up +17%. Net margin
has improved to 16% largely as a result of less surplus stock. In the year ahead we expect full price and total sales to grow
by +17% and to maintain our margin of 16%.

The table below sets out the last three years’ sales, profits and net margins for our LABEL business, along with our estimate
for the year ahead.

Jan Jan Jan
£m 2015 2016 2018 (e)
Total sales 145 180 206 241
Operating profit 20 22 34 39
Net margin 14% 12% 16% 16%

Lipsy & Co

Our subsidiary Lipsy, continues to develop its ‘Lipsy & Co’ business. This enterprise offers other third-party young fashion
brands, mainly sold on commission, alongside Lipsy product. These brands now account for 34% of Lipsy’s total sales. The
aim is to create a younger offer within the NEXT Directory (and on Lipsy's own website). Sales through the NEXT Directory of
Lipsy & Co product are included in the LABEL figures above.

LIPSY&CO

10. Sales and profit referred to in this section exclude interest income on LABEL items purchased on a Directory account.

14 nextplc.co.uk



Focus on the Changing Face of NEXT Directory

At the beginning of last year, we started the process of modernising the Next Directory. The two sections below detail some
of the improvements we delivered in the previous year and some of the planned developments for the year ahead.

Developments during the year

Systems

During the year we implemented the following:

Converged our UK and overseas websites allowing faster roll-out of new functionality and content across all our websites.
Launched mobile websites in the UK and Northern Ireland across all hand held devices.

Launched improved Apps for iPhone and iPad.

Improved promotion of the NEXT Directory account (see page 12) and Directory card.

Launched a new stock ordering system for Directory, improving stock availability from 65% to 70%.

Rationalised catalogue distribution, saving £3.5m. This saving partially offset the increases in online marketing spend
(see below).

Developed online marketing capabilities increasing our online recruitment spend by £6m.
Delivered the capability and began the process of personalising our website.

Rolled out parcel shop collection from 4,000 parcel shops spread throughout the UK. This route now accounts for around
2% of our delivery volumes.

Development of the new flowers website.

Introduced sofa selection and ordering, adapted for our mobile site.

Online marketing

During the year we increased online marketing expenditure by £6m. It has proven difficult to precisely measure the returns
on this expenditure, however our analysis indicates that the internal rate of return (IRR) on investment in online advertising is
around 30% in the UK, but unproductive in most overseas territories.

In the year ahead we will be able to target our advertising much more effectively. Firstly, we will be able to prevent recruitment
advertising being shown to existing Directory customers (where they are recognised through a cookie). Secondly, we will be
able to personalise adverts to our existing customers based on their purchasing history, recent browsing and abandoned
baskets. We will also be able to more accurately promote relevant credit offers to existing customers through third-party
websites.

nextplc.co.uk
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Directory developments planned for the year ahead

We will continue to develop our online services and capabilities in the year ahead and plan to increase investment in
Directory systems and content by £11m. The most important projects are:

e The roll out of ‘Next Unlimited’ which allows customers to pay £20 for a year's unlimited next-day delivery anywhere in
the UK and Northern Ireland.

® The re-branding and promotion of our Directory account as ‘nextpay’ along with the development of new, more targeted,
credit offers.

e Save for later facility and saved bags across devices.

* Implementation of a Content Management System and Data Management System allowing a deeper level of home page
personalisation, sort order personalisation, credit marketing, third-party advertising and emails.

e Precise delivery service offering a one hour delivery slot, selected at check-out, for a £2 premium.
e ook and feel website redesign, including faster and simpler registration and check-out.

e Launch of overseas mobile website. Currently mobile users overseas can only access a desktop website on their mobile
devices. 70% of our overseas customers (by sales value) will have access to our mobile site by August.

¢ Improved search engine functionality (longer term).

The chart below shows the timescales for delivery of some of our major online projects throughout the year.

Major Projects Timeline

March

nextpay

Next Unlimited

4 April

Intelligent recommendations

2016 @ L Y

Home page redesign

August

Touch ID sign (Apps)
Abandoned baskets

A

Mobile site

Improved selling page

Sofas on mobile

A —— September
12 x International mobile sites live
Credit promotions Fast check-out
December

Improved search

—0—0—0—0—0—0— 00 —© @

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Dec Jan
2017 2018

Z
o
<
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Other Business Activity
NEXT Sourcing

NEXT Sourcing (NS) is our internal sourcing agent, which procures around 40% of NEXT branded product. NS sales are down
-20% in local currency, mainly as a result of competition from other third-party suppliers. The profit impact of these lost sales
was partially mitigated by the strengthening of the Dollar.

The table below sets out the performance of the business in Sterling and in Dollars.

Jan 2016 Jan 2016
fm USDm
Sales (mainly inter-company) 606.7 668.8 -9% 813.0 1,016.6 -20%
Operating profit 44.7 50.5 -11% 59.9 76.8 -22%
Net margin 7.4% 7.6% 7.4% 7.6%
Exchange rate 1.34 1.52

Looking to the year ahead, based upon our central profit guidance, we expect NS to make around $50m profit, a decline of
-17% on the current year. At our 2017/18 costing rates we expect this profit to be £39m (in Pounds Sterling).

Lipsy
Lipsy has continued to reduce its UK wholesale business which is less profitable than (and competes with) its other sales

channels. This has been more than offset by increased sales in NEXT Retail and Directory. Lipsy’s sales are broken down by
distribution channel in the table below; sales through NEXT stores and Directory are reported in those divisions.

Jan
Sales (fm) 2016
Wholesale 11.9 16.5
Franchise 4.1 3.3
Lipsy stand-alone retail stores 2.2 3.2
Lipsy online (lipsy.co.uk) 8.9 6.2
Total Lipsy sales 271 29.2
Lipsy sales through NEXT Retail (reported in NEXT Retail) 16.5 14.4
Lipsy sales through NEXT Directory (reported in NEXT Directory) 47.0 30.7
Total sales 90.6 74.3 +22%

Excluding acquisition costs, operating profit was £8.9m which was up +34% on last year. Net operating profit was £5.5m, up
+4% on last year. We are anticipating that the business will make net operating profit of around £7m next year.
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International Retail and franchise stores

Our franchise partners currently operate 186 stores in 33 countries. Franchise sales in the year have reduced by -15%, mainly
due to retail like-for-like sales decline in some important territories. Our 13 wholly owned stores in Europe have made a small
return in the full year. Revenue and profit are set out below.

Jan
fm 2016
Franchise income! 51.6 63.0
Own store sales 121 11.7
Total revenue 63.7 74.7 -15%
Operating profit 9.3 10.2 -9%
Non-trading activities
The table below summarises central costs and other non-trading activities.

Jan

fm 2016
Central costs and share options (22.5) (24.2)
Property management 6.8 7.4
Unrealised foreign exchange 0.1 (5.6)
Associate 1.0 1.0
Total (14.6) (21.4)

The reduction in central costs and share options reflects lower incentive costs this year. There were minimal gains from
unrealised foreign exchange, as budgeted.

Pension scheme

On the IFRS accounting basis, our defined benefit scheme has moved from a £46m surplus at January 2016 to a £63m
surplus at January 2017. This is primarily due to the impact of actuarial assumptions and additional contributions of £20m
made into the scheme during the year.

A full actuarial valuation of our defined benefit pension scheme was undertaken as at 30 September 2016, which showed a
technical funding deficit of £70.2m at that date. A recovery plan has been agreed with the Trustees whereby the Group will
contribute five annual payments of up to £14m. The first payment of £14m under this agreement was made in January 2017
and future contributions will only be required to be paid to the extent that there is a funding deficit at that time. The technical
funding position moved to a surplus of £5m when rolled forward to 31 January 2017.

11. Franchise income is a combination of royalties or commission added to cost of goods sold to franchise partners.
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Cost Inflation and Cost Control

In the year to January 2017 we have offset cost increases of £41m with cost savings of £42m. The tables below outline the
main contributors to cost increases and cost savings over the last year. Cost control remains at the heart of the business and
we remain determined that cost savings must come through innovation and efficiency rather than any compromise to our
product quality or services.

Costs and savings in the year ending January 2017

Cost increases fm
Cost of living awards and other wage costs 22
Additional systems spending on development and software 5
Inflation in rent and rates (of which rates were £3.5m) 5
Directory marketing and other Directory overheads 5
Net margin on product 4
Total cost increases 41
Cost savings and other income fm
Reduction in the cost of management and staff incentives 27
Warehouse and distribution efficiencies 9
Retail productivity and lower branch controllable costs 6
Total cost savings 42
Net interest income and bad debt 22
Total cost savings and interest income 64

Costs and savings in the year ahead

In the year ahead we expect cost increases of around £36m. The table below sets out our central forecast of cost increases
next year.

Cost increase forecast for 2017/18 £m (e)

National Living Wage 4
General wage inflation 8
Taxes (rates, Apprenticeship Levy, energy taxes) 9
Investment in online systems "
Other increases 4

Total cost increases 36

We have identified around £26m of cost savings which mitigate some of the cost increases detailed above. This includes
a non-cash £10m saving in depreciation.

nextplc.co.uk
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Cash Flow

Cash generated in the year before interest, tax and depreciation was £946m. Cash flow after non-discretionary outflows of
taxation, interest and working capital was £717m. After investing in capital expenditure and paying ordinary dividends the
Company generated surplus cash of £330m. This was used to finance £65m of additional Directory debt and the balancing
£276m was returned to shareholders through share buybacks and a special dividend.

The table below summarises our main cash flows in the year ending January 2017 and our forecast for the year ahead, based
upon our central profit guidance. We expect the Company to continue to generate significantly more cash than is required
to invest in capital expenditure and pay ordinary dividends. As we outlined in our January 2017 trading statement, we intend
to return surplus cash to shareholders through four special dividends (see page 21).

Jan

2018 (e)

Central

fm guidance
Profit before Interest, Tax, Depreciation and Amortisation (EBITDA) 946 885
Interest (31) (36)
Tax (151) (144)
Working capital and other (47) (50)
Discretionary cash flow 717 655
Capital expenditure (161) (130)
Ordinary dividends (226) (225)
Surplus cash 330 300
Financing additional Directory debt (65) -
Special dividends (88) (255)
Share buybacks (188) -
Movement in net debt (11) 45

Interest and taxation

The interest paid in the year was £31m. However, as a result of timing differences, the interest charged in the year was £38m,
£7m higher than in the prior year. Average net debt during the year was up c.£300m on the previous year. This additional
debt funded the step change in Directory debtors following the lowering of minimum payments in February 2015. Average
interest rates in the year were lower partly due to the bond we issued in May 2016. We are budgeting for the interest charge
next year to reduce to £36m.

Our full year tax rate of 19.6% is broadly in line with the headline UK corporation tax rate of 20%. We expect our effective
tax rate to be around 19% next year as the headline UK corporation tax rate reduces to 19%.

nextplc.co.uk



Capital expenditure

This year our capital expenditure was £161m, which was £10m ahead of last year. The increase on last year is as a result of
further investment in profitable new space and warehousing, which has been partly offset by a reduction in Head Office and
systems capital expenditure.

Our capital expenditure for the last two years is set out in the table below.

Jan
£fm 2016
Retail space expansion 108 86
Retail cosmetic refits 1 15
Total capex on stores 119 101
Warehouse 28 22
Head Office infrastructure 10 15
Systems 4 13
Total capital expenditure 161 151

New retail space remained our biggest investment at £108m in the year to January 2017. Warehouse capex was £28m, which
included £15m of expenditure to complete our new automated furniture warehouse. The new warehouse cost £30m in total
and will be operational from April 2017.

Systems capex of £4m was £9m lower than the prior year's exceptionally high number, which was inflated by the purchase
of hardware for a new till system. Expenditure on Head Office infrastructure reduced by £5m as we are near the end of
upgrading our central facilities.

In the year ahead we expect capital expenditure to be around £130m, a reduction of £31m on the current year. This is driven
by an anticipated decrease in spending on retail space (£102m versus £119m) and lower warehouse expenditure (£16m
versus £28m).

Directory debt

Directory debt increased by £70m, £65m of which was due to the change in minimum payments. We believe this has now
fully matured and we do not expect to see a further increase in the year ahead.

Ordinary dividends

The Board has proposed a final ordinary dividend of 105p, to be paid on 1 August 2017 and taking the total ordinary
dividends for the year to 158p, flat on last year. This is subject to approval by shareholders at the Annual General Meeting to
be held 18 May 2017. Shares will trade ex-dividend from é July 2017 and the record date will be 7 July 2017.

Surplus Cash and Shareholder Distribution in the Year Ahead

At the mid-point of our sales and profit guidance we expect to generate surplus cash of £300m after capital expenditure and
paying ordinary dividends. In our January 2017 trading statement, we advised that we intended to distribute surplus cash to
shareholders by way of four quarterly special dividends of 45p each. This broadly represents the cash we would generate at
the lower end of our guidance.

The Board has decided to declare the first of these interim special dividends of 45p per share which will be paid on 2 May
2017. Shares will trade ex-dividend from 6 April 2017 and the record date will be 7 April 2017. Payment of the other three
special dividends remain subject to our internal forecasts remaining in line with our guidance ranges and no significant
changes in market conditions.

nextplc.co.uk
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Why special dividends not buybacks?

With the share price trading at a relatively low multiple of future earnings, some have reasonably questioned whether the
Company would be better to use surplus cash to buy back shares.

The last time the Company was in a similar situation was in 2008. At that time we were suffering from a combination of tough
economic conditions, weakening currency rates and some internal product range issues. Profits were forecast to decline in
the year ahead and there was much uncertainty in the wider economy as the credit crunch took hold. We took the decision
at that time to halt our buyback programme.

In hindsight, we were wrong to not buy back shares in 2008 and we hope that hindsight will prove us wrong, on this particular
decision, once again! But at this time of significant uncertainty, we feel that the decision to buy back shares is best left to
shareholders themselves. And of course, shareholders can always use their special dividends to buy shares for themselves.
Perhaps we have been overly cautious but companies rarely fail for being prudent with their shareholders’ money and in
uncertain times such prudence is all the more important.

In the long term share buybacks remain our preferred route for returning capital to shareholders and we intend to return to
them when market and trading conditions make it appropriate.

Net Debt and Financing

Our year end net debt was £861m, which was £11m higher than last year. The entire value of the Company’s net debt is more
than matched by the value of our Directory debtor book, a financial asset worth £1bn.

Net debt (which peaks at c.£1.0bn) is securely financed through a combination of bonds and committed bank facilities. In
May 2016 we issued a new £300m 12-year bond in anticipation of redeeming our £213m bond in October 2016. At January
2017 our financing consists of £875m of bonds and £525m of committed bank facilities. In the year ahead, based on our
central guidance, we are forecasting for our net debt to remain at £861m, as set out in the chart below.

Financing (£m)
1,600

1.4bn

1,400

1,200 Bank facility

525

1,000

800 Jan 2018(e)

861

600
Bonds

400 875

200

£m

Funding Net debt Directory debtors

The Group maintains its objective of retaining investment grade status. At £861m, the Group’s net debt is comfortably within
the limit of investment grade status which we estimate to be around £1.5bn.
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Outlook for the Year Ahead
2017 External headwinds

We remain extremely cautious about the outlook for the year ahead. The clothing sector faces three potential threats:
a sectorial shift away from spending on clothing, price inflation as a result of Sterling’s devaluation and potentially weaker
growth in real incomes in the wider economy.

These headwinds are likely to be felt most acutely in our Retail business, as sales continue to migrate away from the High

Street to online shopping.

Sectorial shift

The figures issued below by Barclaycard give an indication as to how spending preferences have changed. The chart below
shows the growth in spending on pubs, restaurants and entertainment compared to High Street clothing in the fourth quarter
of 2016. We believe that these numbers demonstrate the continuing trend towards spending on experiences away from
‘things’. Shifts in consumer spending patterns are not unusual and we expect that the trend will stabilise and reverse at some
point, though it is impossible to say exactly when this will happen.

UK Consumer Trends

Restaurant
spend grew by

Fub 11%

spend grew by

Entertainment 1 oo/o

spend grew by
(o)
8 /O High Street
clothing
ﬁ spend fell by

-0.3%

Source: Barclaycard Consumer Spending Report Q4 2016
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Real wage growth

As can be seen from the graph below, inflation is slowly rising to the level of general wage growth and looks set to continue
to do so for the remainder of the year. We therefore expect a continuing squeeze on real incomes in the year ahead.

CPI and Average Weekly Earnings

4%

BoE, CPI forecast
(2 February 2017)
3%
2.3%

(21 March 2017) -- - .
e _-~

2% L d

*

Avg. Weekly Earnings

1%

0%

-1%

Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov
2015 2016 2017

Source: ONS, CPI (21 March 2017). Avg. Weekly Earnings (15 March 2017).

Prices

As expected, prices on like-for-like product in the first half of the year are up less than five percent with average selling prices
of sold garments up +4%.

The table below sets out our costing rates for the Dollar (which accounts for around 60% of our total buy) for the year to
January 2017 compared to January 2018.

Costing Selling

rate price

2016/17 2017/18 variance variance

Spring & Summer $1.54 $1.39 -10% 4%
Autumn & Winter $1.47 $1.26 -14% Less than 5%

As can be seen from the table above, costing rates are more challenging in the second half. This is because some of our
currency for the first half of 2017 had been hedged before the devaluation of Sterling in June 2016. Although costing rates
are relatively lower in Autumn Winter, we do not expect price rises to be any worse in the second half and they may be a
little better. A combination of alternative sources of supply, better negotiation and surplus capacity mean that we have been
able to mitigate much of the weakness in Sterling.

Longer term outlook for pricing and inflation

The inflation in our cost prices and the wider economy looks like it has been driven mainly by the devaluation of the Pound.
In the event that devaluation is a one off adjustment and Sterling does not devalue again in 2018, pricing pressure should
ease as we go into the second half of 2018. By the same logic, the pressure on real wages from rising inflation may also work
its way through the system by the middle of 2018.

2017 Internal factors

As detailed in the Product section (see page 6) we have substantially improved the Company’s ability to respond to new
trends. Where we have done so, we have been rewarded with good sales. However, in the process of making our ranges
more responsive, we have omitted some best-selling, heartland product.
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Over the last three months we have taken corrective action in all the relevant areas. This work will begin to be reflected in
our ranges as the Summer season progresses. However, our ranges will not be exactly where we want them to be until we
get into the third quarter.

So we expect sales in the first quarter to be around the lower end of the 2017/18 guidance range we issued with our January
2017 trading statement. All other things being equal, we expect some improvement in the second quarter and a more
marked improvement in the second half of the year. This, of course, is subject to there being no further deterioration in the
external environment as the year progresses.

Qutlook for Sales and Profit

We are maintaining the guidance range we issued for the full year in our January trading statement. We expect total full price
sales growth for 2017/18 to be between -3.5% and +2.5%, with Earnings Per Share growth of between -12.4% and +0.5%.

Guidance estimates Lower end Upper end
Full year to January 2018 of guidance of guidance
Total full price sales versus 2016/17 (at constant currency) -4.5% +1.5%
Total full price sales versus 2016/17 (including currency gain) -3.5% +2.5%
Group profit before tax £680m £780m
Change in profit before tax versus 2016/17 -13.9% -1.3%
Earnings Per Share versus 2016/17 -12.4% +0.5%

First quarter trading update

Our next trading statement will cover the thirteen weeks to 29 April and is scheduled for Thursday 4 May 2017.

Summary

The year ahead looks like it will be tough with a combination of economic, cyclical and internal factors working against us.
Our reaction to these challenges will be, as it has been in the past, to acknowledge where we can improve and focus on our
core business. We are very clear about our priorities for the year ahead and how we can continue to make NEXT a better
business for our customers. Our objectives are as follows:

e Continue our efforts to improve our buying processes, pushing the boundaries of what we can achieve in terms of design
and quality whilst maximising the potential of our best-selling, heartland products.

e Continue the process of modernising the UK Directory business: improving our systems capabilities, developing new ways
of recruiting customers, stimulating sales from existing customers, improving the presentation of our website, personalising
our product offer and developing our credit offer.

e Continue to grow LABEL and Next Directory overseas.
e Develop and profitably expand our UK retail store network.
e Control costs through innovation.

We are in a good position to deliver these objectives. NEXT is financially strong with high net margins, healthy cash
generation, good cost control and a robust, well financed balance sheet. We have a highly profitable, well maintained and
relatively flexible store portfolio and excellent home shopping operations in the UK and overseas. For NEXT these have
proven to be the foundations of long term success. We aim to build on them in the year ahead.

Sy

Chief Executive
23 March 2017
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Business Model

NEXT is a UK based retailer offering exciting, beautifully designed, excellent quality clothing, footwear, accessories and home
products. NEXT is one of the largest clothing and home products retailers in the UK by sales, and a member of the FTSE 100
index.

In 1981, J Hepworth & Son, Gentleman’s Tailors, bought a chain of shops with the aim of developing a womenswear brand called
NEXT. The first NEXT womenswear store opened in 1982 and over the following years menswear, home and childrenswear
were added to the product ranges. In 1991 the move to larger stores commenced, bringing together all four product groups
and ranges across both retail and home shopping formats. The NEXT Directory website was launched in 1999 to augment the
traditional catalogue offer and has become a significant driver of the growth of the Group’s sales and profitability. The strategy of
larger stores and multi-channel retailing has been continuously developed over the past two decades.

The Group is primarily comprised of: 2016/17 proﬁt
e NEXT Retail, a chain of around 540 stores in the UK and Eire. by segment

The majority of our stores sell clothing, footwear, accessories and/or home products; and we now operate over

30 large combined fashion and home stores.
e NEXT Directory, an online and catalogue shopping business with over 4.5 million active \‘
customers and international websites serving approximately 70 countries.
By embracing the internet, providing exceptional customer service and developing overseas opportunities, NEXT
Directory’s sales have grown by more than 120% over the last ten years. The NEXT Directory business provides
customers with the option of a credit facility for purchases called nextpay. Through LABEL, NEXT Directory offers
premium non-competing brands to customers.

e NEXT International Retail, with around 200 mainly franchised stores across the world.
NEXT's franchise partners operate over 180 stores in 33 countries; there are also a small number of overseas
stores which NEXT operates directly.

@ NEXT Retail 40%

e Lipsy, which designs and sells Lipsy and other branded fashion products. ) .
Lipsy trades from 38 stores, online, and through wholesale and franchise channels. INIZr IDlirsrsierny E2
@ NEXT International Retail 1%

e NEXT Sourcing, which designs and sources NEXT branded products. ) .
NEXT Sourcing (NS) is our Hong Kong based internal sourcing agent which competes for business against other @ NEXT Sourcing %
suppliers to NEXT Retail and Directory. Other 2%

What we do 1 Great products

NEXT products are developed by our in-house design team to offer great
style, quality and value for money with a contemporary fashion edge.

2 Global sourcing
Over 130 million products are sourced globally from around 40 countries.

During the year, NEXT Sourcing provided around 40% of the NEXT branded
products from our global supplier base including 3 owned factories.

Over 100 brands are sold through LABEL online.

1 Great products

Returning
value to
shareholders

3 Efficient supply chain

Our network of warehouses and international hubs delivers product cost-
effectively and efficiently.

9 warehouses, 6 depots and 4 international hubs.

Next day delivery is standard for UK NEXT Directory orders placed before midnight.
4 Outstanding customer service

Providing value for money and outstanding customer service is key to NEXT. We
offer customers a credit facility for UK NEXT Directory purchases, called nextpay.

Our large number of stores, complemented by an integrated multi-channel offering,

. offers convenience to customers.
Outstanding

customer
service

In store design and concession partners provide an exciting shopping environment.

5 Returning value to shareholders
4 We are very cash generative, allowing us to invest in the business and return value
to shareholders through dividends, share buybacks and earnings growth.

26 nextplc.co.uk
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Our key resources and relationships

People

The employees of NEXT are key to achieving the objectives of the business. For further details refer to page 36

Customers are at the heart of everything we do.

Knowledge and know-how

35 years of retailing experience.

The NEXT brand offers uniquely designed and high quality products; forging long term relationships with
customers and suppliers.

Su ppl 1ers For further details refer to page 37
pag

Sourcing globally to deliver quality and value under ethical trading principles.

Buildings and Infrastructure

The predominantly leased store portfolio is actively managed, with opening and closure decisions For further details refer to page 8
based on store profitability and payback.

Finance

Effective management of financial resources including focus on cost management and maximising returns from space.

Further detail on the performance and development of the Group’s business can be found in the Chief Executive’s Review (pages 4 to 25), which forms part of this
@ Strategic Report along with Key Performance Indicators (pages 28 to 29), Risks and Uncertainties (pages 30 to 34 ) and Environmental Matters (page 38).

Business Strategies and Objectives

How we create value

The primary financial objective of the Group is to deliver long term, sustainable returns to shareholders through a
combination of growth in Earnings Per Share (EPS) and payment of cash dividends. Over the last ten years, EPS and
ordinary dividends per share have both increased by over 200% and the Company’s share price has increased by around
100%. This long term value has been created through the pursuit of the following strategies:

* Improving and developing our product ranges, success in which is measured by sales performance.

e Profitably increasing retail selling space. New store appraisals must meet demanding financial criteria before the
investment is made, and success is measured by achieved profit contribution and return on capital against appraised
targets.

® Increasing the number of profitable NEXT Directory cash and credit customers and their spend, both in the UK and
internationally, complemented by our LABEL publication of branded products and the credit facility (nextpay) we offer
to our UK NEXT Directory customers.

e Managing gross and net margins through efficient product sourcing, stock management and cost control.
e Focussing on customer service and satisfaction levels in both Retail stores and Directory.
* Maintaining the Group's financial strength through an efficient balance sheet and secure financing structure.

* Generating and returning surplus cash to shareholders by way of share buybacks or special dividends.

Read about our objectives for the year ahead on page 25 Read about the outlook for sales and profit on page 25

nextplc.co.uk 27



28

NeXC plc

Strategic Report

Key Performance
Indicators (KPlIs)

KPIs are designed to measure the development,
performance and position of the business. In the
current year, the KPIs of NEXT BRAND full price sales
and total sales growth of NEXT products have been
included, as the directors believe these are effective
measures for assessing progress against objectives
and strategy. Group cash flows and divisional results
are detailed in the Chief Executive’'s Review and
elsewhere in this Annual Report. For comparability,
all KPIs are shown on a 52 v 52 week basis. Refer to
the Glossary on page 147 for further details.

NEXT profitability

NEXT Retail NEXT Directory Group profit
operating margin operating margin before tax (£m)

16.99 25.7% 21.

. 6.9% 5.7% 24.4% 821.3

2017 2016 2017 2016 2017 2016

Divisional operating margin is profit after deducting markdowns and all direct and
indirect trading costs expressed as a percentage of achieved total sales (refer to
Note 1 of the financial statements).

NEXT Retail sales performance

Sales (%)

NEXT BRAND full
price sales growth

1.3% +3.9%

NEXT BRAND
total sales growth

0.0% +3.7%

2017 2016

NEXT Retail selling space

Full price sales are VAT
exclusive sales of stock
items excluding items
sold in our mid-season
and end-of-season
Sale events and our
Clearance  operations,
and includes interest
income on those sales.

Total sales are VAT
exclusive  full  price
and  markdown  sales
including the full value of
commission based sales
and interest income (as
described in Note 1 of
the financial statements).

Store numbers

538 540

2017 2016

Square feet (000's)

B 2017
2016

Selling space is defined as the trading
floor area of a store which excludes
stockroom and administration areas and
is shown as at the financial year end.

Full price sales Total sales Underlying total
growth growth like-for-like sales
+2.2%
+1.1%
-4.6% -2.9% -5.4% 1.3%
2017 2016 2017 2016 2017 2016

Underlying full price

like-for-like sales

-6.9% -0.5%

2017 2016

nextplc.co.uk

Underlying like-for-like sales represents
the growth in sales from stores which
have been open for at least one full
year, excluding stores impacted by new

openings.
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NEXT Directory L
2016

Sales performance

Full price sales growth
+6.5%
+3.6%

Average active customers (000's)
Credit

Average active customers are defined as those who have placed
a Directory order or received a standard account statement in the
last 20 weeks. Prior year active customers have been reduced
by 40k to exclude inactive accounts that were included in error
last year.

Credit customers are those who order using a Directory credit
account, whereas cash customers are those who pay when ordering.

Earnings Per Share

D .

2017

2016

Refer to Note 8 of the financial statements.

Returns to shareholders (£m)

442.5p

Ordinary dividends

2058 2269

2017 2016

Share buybacks

187.6
150.7

2017 2016

nextplc.co.uk

Special dividends

340.6

2017 2016

Total

718.2

501.7

2017 2016

Based on dividends paid
in the cash flow statement.
Refer to Note 7 of the
financial statements.

3,613,121 shares were
purchased in the financial
year (2016: 2,203,873) at
an average cost per share
of £51.91 (2016: £68.39)
including stamp duty and
associated  costs.  The
average price before costs
was £51.59 (2016: £67.97).
Buybacks represented
2.4% (2016: 1.4%) of
opening share capital.
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Risks and Uncertainties

Risk management and internal
control framework

The Board has a policy of continuous identification and review
of principal business risks, and oversees risk management. This
includes identifying key risks, determining control strategies
and considering how those risks may affect the achievement
of business objectives, taking into account risk appetite.

Executive directors
delegated the task of implementing processes to ensure that
risks are managed appropriately. On a day-to-day basis, the
risk management process is managed and co-ordinated by the
corporate compliance team. Each business area is responsible
for preparing and maintaining operational risk registers which
involves identifying, evaluating, managing, measuring and
monitoring the risks in their respective areas. Risk registers
are prepared using consistent risk factors and incorporate
business impact and likelihood ratings, both before and after
the effect of any mitigating factors or controls. Progress and
issues are reported to the corporate compliance team on a
regular basis, and more formal annual reviews are also carried
out to ensure robustness and consistency across the business.
In addition, Internal Audit plans are agreed with the Audit
Committee based on the risks and controls identified through
this risk management process.

and operational management are

During the year the Board carried out a detailed evaluation
of the effectiveness of the risk management and internal
controls systems for all parts of the business, which covered
all material controls including financial, operational and
compliance controls, and it is satisfied that they are operating
effectively for the financial year to January 2017 and up to and
including the date of this report. This incorporated a review of
reports, discussion, challenge and assessment of the principal
business risks with relevant senior management. During the
year, the directors received presentations from management
on specific higher risk areas and agreed key action plans
including further enhancement of mitigating controls.

The work and findings of the corporate compliance team are
also reviewed, discussed and agreed by the Audit Committee
on a regular basis; any significant matters are communicated
to the Board. No significant failings of internal control were
identified during these reviews. Operational risk registers
detail limited, though not significant, control weaknesses
and clear action plans are in place to address these.

During the year, an independent review was undertaken
by Ernst and Young in relation to the assessment of NEXT's
cyber risk. Findings were discussed in detail with relevant
senior management and presented to the Audit Committee
and the Board. A prioritised action plan has been agreed
and, in addition to significant resources which are already
devoted to the development, maintenance and security of IT
systems, further investment has been approved.

Brexit

Following the outcome of the UK referendum to leave the
EU, there are a number of uncertainties about how the
exit will be engineered. Therefore, the extent to which our
operations and financial performance are affected in the
longer term will only become clear as details emerge. We
have considered the possible consequences that Brexit
could have upon our business and have concluded that it
does not raise any new principal risks, however it does have
the potential to impact a number of our existing risks at an
individual risk level, e.g. exchange rates, changes in tariffs
and duties, regulatory changes and economic uncertainty.

We will continue to monitor the risks and uncertainties
arising from Brexit within the risk management and control
process described above. This provides a more effective
and operationally focused mitigation of these risks on an
ongoing and timely basis.

Assessment of principal risks and
uncertainties

The directors confirm that they have carried out a robust
assessment of the principal risks and uncertainties facing
the Group, including those that would threaten its business
model, future performance, solvency or liquidity. Those
principal risks are described below along with explanations of
how they are managed or mitigated. The principal risks areas
remain the same as reported last year. The Board remains
committed to ensuring that the key risks are managed on an
ongoing basis and operate within an acceptable level. Whilst
these risks all have the potential to affect future performance,
work is undertaken to mitigate and manage these risks such
that they should not threaten the overall viability of the
business over the three year assessment period (refer to the
Viability Assessment on page 35).
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Description of principal risk or uncertainty

How the risk or uncertainty is managed or mitigated

Business strategy development and implementation
If the Board adopts the wrong business strategy or does
not implement its strategies effectively, the business may
suffer. The Board therefore needs to understand and
properly manage strategic risk, taking into account specific
retail sector risk, in order to deliver long term growth for the
benefit of NEXT's stakeholders.

The Board reviews business strategy on a regular basis to
determine how sales and profit budgets can be achieved
or bettered, and business operations made more efficient.
Seasonal and annual budgets together with longer term
financial objectives and cash flow forecasts are produced.

The Board and senior management consider strategic risk
factors, wider economic and industry specific trends that
affect the Group’s businesses, the competitive position of its
product offer and the financial structure of the Group.

The Audit Committee monitors strategic and operational
risk regularly and any significant matters are reported to the
Board.

Management team

The success of NEXT relies on the continued service of its
senior management and technical personnel, and on its
ability to continue to attract, motivate and retain highly
qualified employees. The retail sector is very competitive
and NEXT's staff may be targeted by other companies.

The Remuneration and Nomination Committees identify
senior personnel, review remuneration at least annually and
formulate packages to retain and motivate these employees,
including long term incentive schemes.

The Board considers the development of senior managers
to ensure adequate career development opportunities for
key personnel, with orderly succession and promotion to
important management positions.

Product design and selection

NEXT’s success depends on designing and selecting
products that customers want to buy, at appropriate price
points and in the right quantities. In the short term, a failure
to properly manage this area may mean that NEXT is faced
with surplus stocks that cannot be sold at full price and may
have to be disposed of at a loss. In the longer term, the
reputation of the NEXT Brand may suffer. Product design
and selection is therefore at the heart of the business.

Executive directors and senior management continually
review the design, selection and performance of NEXT's
product ranges. To some extent, product risk is also mitigated
by the diversity of NEXT's ranges.

nextplc.co.uk
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Description of principal risk or uncertainty

How the risk or uncertainty is managed or mitigated

Key suppliers and supply chain management

NEXT relies on its supplier base to deliver products on
time and to the quality standards it specifies. Failure to do
so may result in an inability to service customer demand
or adversely affect NEXT's reputation.

Changes in global manufacturing capacity and costs may
impact on profit margins.

Non-compliance by suppliers with the NEXT Code of
Practice principles may increase reputational risk.

NEXT continually seeks ways to develop its supplier base so
as to reduce over-reliance on individual suppliers of products
and services, and maintain the quality and competitiveness
of its offer. The Group's risk assessment procedures for key
suppliers identify alternatives and develop contingency
plans in the event of key supplier failure.

Existing and new sources of supply are developed in
conjunction with NEXT Sourcing, external agents and/or
direct suppliers.

NEXT carries out regular inspections of its suppliers’
operations to ensure compliance with the standards set out in
this Code; covering production methods, employee working
conditions, quality control and inspection processes. Further
details can be found on page 37.

NEXT monitors and reviews the financial, political and
geographical aspects of its supplier base to identify any
factors that may affect the continuity or quality of supply of
its products.

NEXT also monitors and reviews stock availability on an
ongoing basis to ensure that issues are identified and
appropriate action is taken where any issues are impacting
service delivery to customers.

Warehousing and distribution

NEXT regularly reviews the warehousing and distribution
operations that support the business. Risks include business
interruption due to physical damage, access restrictions,
breakdowns, capacity shortages, IT systems failure (see next
page), inefficient processes and third-party failures.

Planning processes are in place to ensure there is sufficient
warehouse handling capacity for expected future business
volumes over the short and longer terms.

Service levels, warehouse handling, inbound logistics and
delivery costs are monitored continuously to ensure goods
are delivered to our warehouses, Retail stores and Directory
customers in a timely and cost-efficient manner.

Business continuity plans and insurance are in place to
mitigate the impact of business interruption.
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Description of principal risk or uncertainty

How the risk or uncertainty is managed or mitigated

Customer experience

NEXT's performance depends on the recruitment and
retention of customers, and on its ability to drive and service
customer demand. This includes having an attractive,
functional and reliable website and effective call centres,
operating successful marketing strategies, and providing
both Retail and Directory customers with service levels that
meet or exceed their expectations.

Market research is used to assess customer opinions and
satisfaction levels, and regular customer experience visits
to our stores help to ensure that staff remain focussed on
delivering excellent customer service.

The Group continuously monitors website and call centre
operations that support the business to ensure that there is
sufficient capacity to handle volumes.

Call centre employees receive comprehensive and relevant
training on an ongoing basis, targeting our service to be at
its highest possible levels.

Retail store network

NEXT Retail's performance depends on profitably
developing the trading space of the store network. The
successful development of new stores depends on a number
of factors including the identification of suitable properties,
obtaining planning permissions and the negotiation of
acceptable lease terms. Prime retail sites will generally
remain in demand, and increased competition for these can
result in higher future rents.

The predominantly leased store portfolio is actively managed
by senior management, with openings, refits and closures
based on store profitability and cash payback criteria.

Regular reviews of lease expiry and break clauses are
undertaken to identify opportunities for exit or renegotiation
of commitments. Profiling of the Group’s lease commitments
is also regularly reviewed by the Board.

NEXT will continue to invest in new space where its financial
criteria are met, and will renew and refurbish its existing
portfolio when appropriate.

Information security, business continuity and cyber risk
NEXT is dependent upon the continued availability and
integrity of its IT systems, which must record and process
of data and conduct inventory
management accurately and quickly. The Group’s systems

substantial volumes
require continuous enhancement and investment to prevent
obsolescence and maintain responsiveness. The threat
of unauthorised or malicious attack is an ongoing risk,
the nature of which is constantly evolving and becoming
increasingly sophisticated.

Systems’ vulnerability and penetration testing are carried out
regularly to ensure that data is protected from corruption or
unauthorised access or use.

Critical systems are reviewed and tested periodically to
ensure they have back up facilities and business continuity
plans in place; these are updated on an ongoing basis to
reflect business risk.

IT risks are also managed through the application of internal
policies and change management procedures, contractual
service level agreements with third-party suppliers, and IT
capacity management.

The Audit Committee received updates and agreed
appropriate actions relating to cyber risk and business
continuity during the year (see page 56).

As the nature of cyber attack risk is constantly changing and
becoming ever more sophisticated, NEXT continually works
towards improving mitigating controls in this critical area
(see page 56 regarding the independent cyber risk review
undertaken during the year).

nextplc.co.uk
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Description of principal risk or uncertainty

How the risk or uncertainty is managed or mitigated

Financial, treasury, liquidity and credit risks

The main financial risks are the availability of funds to
meet business needs, default by counterparties to financial
transactions, the effect of fluctuations in foreign exchange
rates and interest rates, and compliance with regulation.

NEXT has a longstanding policy of returning surplus cash to
shareholders through share buybacks and special dividends,
whilst maintaining an appropriate level of debt. Adequate
financing facilities are therefore required to support the
operational needs of the business.

NEXT is also exposed to credit risk, particularly in respect of
its Directory customer receivables, which at £1bn represents
the largest item on the Group balance sheet.

NEXT operates a centralised treasury function which is
responsible for managing its liquidity, interest and foreign
currency risks. The Group’s treasury function operates
under a Board approved policy. This includes approved
counterparty and other limits which are designed to mitigate
NEXT's exposure to financial risk. Further details of the
Group's treasury operations are given in Note 24 of the
financial statements.

Compliance teams are responsible for regulatory compliance
in specific areas. NEXT continually strives to maintain and
develop the systems and processes that underpin these
areas (see page 30). The Audit Committee received regular
briefings on regulatory compliance during the year, for
example in relation to requirements for the Payment Card
Industry Data Security Standards (PCI DSS), and the FCA
regulated credit business.

NEXT has adequate medium and long term financing in
place to support its business operations, and the Group's
cash position and forecasts are regularly monitored and
reported to the Board.

Rigorous procedures are in place with regard to the Group's
Directory account customers, including the use of external
credit reference agencies and applying set risk criteria before
acceptance. These procedures are regularly reviewed and
updated.

The Audit Committee received a formal update regarding
the customer credit business during the year.
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Viability Assessment

The directors have assessed the prospects of the Group by reference to its current financial position, its recent and historical
financial performance and forecasts, and the principal risks and mitigating factors described above. In addition, the Board
regularly reviews the financing position of the Group and its projected funding position and requirements. The Group is
operationally and financially strong and has a track record of consistently generating profits and cash, which is expected to
continue. The Group has grown strongly in recent years but maintaining such growth will continue to be challenging. The
directors review cash flow projections on a regular basis. This included a recent review by the Audit Committee of three year
cash projections which were stress tested to determine the extent to which trading cash flows would need to deteriorate
before breaching the Group's facilities, both before and after anticipated shareholder distributions. In addition, the likelihood
and impact of severe but plausible scenarios in relation to the principal risks were assessed, as described on pages 30 to
34, both individually and collectively, taking into consideration mitigating actions that might be undertaken in particular
situations.

Whilst the principal risks all have the potential to affect future performance, none of them are considered likely either
individually or collectively to threaten the viability of the business over the three year assessment period.

The retail sector is inherently fast paced, competitive and dynamic, particularly in respect of the fashion product cycle.
However, as illustrated in the diagram below, a wide variety of other time horizons are also relevant in the management of
the business:

>

10 years+

Weighted
average
remaining
lease life

Long term
investment and
financing
considerations

Detailed Target payback Cash flow Medium term

budgets and period for financing
forecasts . S
forecasts new stores considerations

Logistics capacity planning

New lease
commitments

Share-based incentives

Fashion lifecycle

Currency hedging

Management succession planning

IT systems development

The directors have assessed the viability of the Group over a three year period, as they believe this strikes an appropriate
balance between the different time horizons which are used in the business and is a reasonable period for a shareholder to
expect a fashion retail business to be assessed upon. Based on this review, the directors confirm that they have a reasonable
expectation that the Group will continue in operation and meet its liabilities as they fall due over this period.
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Employees

NEXT's employees are integral to achieving its business
objectives. NEXT strives to create an environment to help
to attract and retain the right people to work at every level.
NEXT has established policies for recruitment, training and
development of personnel and is committed to achieving
excellence in health, safety, welfare and the protection of
employees and their working environment.

Equal opportunities and diversity

NEXT is an equal opportunities employer and will continue to
ensure that it offers career opportunities without discrimination.
Full consideration is given to applications for employment from
disabled persons, having regard to their particular aptitudes and
abilities and in accordance with relevant legislation. The Group
continues the employment wherever possible of any person
who becomes disabled during their employment, providing
assistance and modifications where possible. Opportunities for
training, career development and promotion do not operate to
the detriment of disabled employees.

The following table shows the gender mix of the Group's
employees at the end of the financial year:

Directors of
NEXT plc

Subsidiary directors
and other senior

managers

2017 2016 2017 2016
® Male @ Male . Male ® Male
Female Female Female Female

Total employees

14,860
2017 2016
® Male ® Male
Female Female

Training and development

NEXT aims to realise the potential of its employees by
supporting their career progression and promotion wherever
possible. It makes significant investment in the training and
development of staff and in training and education programmes
which contribute to the promotion prospects of employees.

Employee communication

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

Employee share ownership

Approximately 11,900 employees held options or awards in
respect of 5.6m shares in NEXT at January 2017, being 3.8%
of the total shares in issue. Its employee share ownership
trust (ESOT) purchases shares for issue to employees when
their options are exercised. At the year end the ESOT held
4.4m shares; the Trustee generally does not vote on this
holding on any resolution at General Meetings.

Pension provision

NEXT provides pension benefits to participating employees,
details of which are set out in the Remuneration Report and in
Note 18 of the financial statements. At January 2017, there were
943 (2016: 1,021) active members in the Defined Benefit Section
of the NEXT Group Pension Plan and 2,949 (2016: 2,888) UK
active members of the Defined Contribution Section. In addition,
15,033 employees (2016: 14,583) participate in the Group’s Auto
Enrolment defined contribution scheme.

Social, Community and
Human Rights

NEXT is committed to the principles of responsible business by
addressing key business related social, ethical and environmental
matters. Senior directors and managers representing key areas of
the business take responsibility for corporate responsibility and
sustainability. NEXT strives to continually make improvements by:

e acting in an ethical manner;

* developing positive relationships with suppliers and
business partners;

* recruiting and retaining responsible employees;

e taking responsibility for our impact on the environment;
and

e delivering support through charitable donations to
charities and community organisations.

nextplc.co.uk



A third-party provides independent assurance on the
Group’s Corporate Responsibility Report which is published
on the Company’s website (www.nextplc.co.uk). NEXT is also
a member of the FTSE4Good Index Series.

Human rights

NEXT recognises its responsibility to respect human rights
throughout its operations. We are committed to ensuring
that people are treated with dignity and respect by
upholding internationally recognised human rights principles

Find out more on our website by visiting www.nextplc.co.uk/
corporate-responsibility

encompassed in the Universal Declaration of Human Rights
and the International Labour Organisation’s Declaration on
Fundamental Principles and Rights at Work.

Our approach is to implement the United Nations Guiding
Principles on Business and Human Rights (UN Guiding
Principles). As a business we shall seek to avoid infringing
the human rights of others and work to address any adverse
human rights impacts we identify.

NEXT takes seriously any allegation of human rights abuse
in all its forms and will not tolerate human rights abuse
throughout its operations. We have developed training for
our employees, suppliers, business partners and service
providers which is being implemented in 2017.

For further information, refer to the NEXT Human Rights and
Modern Slavery Policy and the latest Corporate Responsibility
Report at www.nextplc.co.uk. In line with the requirements of
the Modemn Slavery Act 2015, our first annual modern slavery
statement will be published on the Company website during 2017.

Suppliers

NEXT continues to focus on its supply chain as it recognises
that there is potential for human rights issues to arise in this
area. In common with other retailers, NEXT's product supply
chain is both diverse and dynamic. During the year, NEXT used
around 570 third-party suppliers providing NEXT products, with
products manufactured in around 40 countries. The challenge
of trading ethically and acting responsibly towards the workers
in our own and our suppliers’ factories is a key priority which is
managed by the NEXT Code of Practice (COP) Team, made up
of 47 employees based in key sourcing locations.

NEXT’s COP programme is based on the Ethical Trading
Initiative base code and international labour conventions
and has nine key principles that stipulate the minimum
standards with which suppliers are required to comply. The
COP team continue to deliver training to our product teams,
other relevant employees and to third parties providing
NEXT product, ensuring they understand the vital role they
play in our ethical trading programme.

The COP team carried out over 2,000 factory audits in 2016/17
and work directly with these suppliers to identify and address

causes of non-compliance. NEXT also recognises the importance
of partnership and collaboration, both with our suppliers and
with other brands and organisations to work to resolve some of
the complex problems we are unable to solve alone.

Customers

NEXT is committed to offering stylish, quality products to its
customers which are well made, functional, safe and are sourced
in a responsible manner. NEXT technologists work closely with
buyers, designers and suppliers to ensure its products comply
with all relevant legislation and its own internal standards where
these are higher. The expertise of independent safety specialists
for clothing, footwear, accessories, beauty and home products is
used where required.

NEXT endeavours to provide a high quality service to its
customers, whether they are shopping through its stores,
brochures or website. NEXT Customer Services interacts
with Retail and Directory customers to resolve enquiries and
issues. Findings are recorded and the information is used
by other areas of the business to review how a product or
service can be improved.

Health and safety

NEXT recognises the importance of health and safety and
its management is designed to contribute to business
performance. The Group’s objective is to manage all aspects
of its business in a safe manner and take practical measures
to ensure that its activities and products do not harm the
public, customers, employees or contractors. Policies and
procedures are reviewed and audited regularly to make
safety management more robust and current.

Supporting charity and
community

NEXT supports a wide range of charities and organisations,
and provided the following financial support during the year:
2016
£000
1,012

Registered charities 1,020
Individual requests, local and
national groups and organisations 46 63

Commercial support 103 80

This support was supplemented by the following additional
activities:

2016
£000
NEXT charity events 53 64
Gifts in kind—product donations 1,730 3,426
Charity linked sales 441 403
Employee fundraising 55 43

nextplc.co.uk
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Political donations

No donations were made for political purposes (2016: £nil).

Environmental Matters

NEXT recognises that it has a responsibility to manage the impact of its business on the environment both now and in the future.
For several years we have measured and reported against environmental targets for NEXT in the UK and Eire. During the year, we
set the following new five year targets which will be measured in relation to the financial years 2016/17 through to 2020/21 inclusive:

Focus Five year target: 2016/17 to 2020/21 Year one progress: 2016/17
Energy use and emissions from stores, Electricity consumption: -10% reduction  -12%* reduction in kg CO,e/m?.
warehouses, distribution centres and offices.  in kg CO,e/m? over the five year period.

Waste created in stores, warehouses, To divert more than 95% of operational 81% of operational waste
distribution centres and offices. waste from landfill. diverted from landfill.

* 10% of this reduction is attributable to the improvement in the emission factor provided by DEFRA.

Further information will be published in our Corporate Responsibility Report issued later in 2017.

Greenhouse gas emissions

In accordance with the disclosure requirements for listed companies under the Companies Act 2006, the table below shows
the Group’s greenhouse gas emissions during the financial year:

2016

Tonnes

of CO,

equivalent

Combustion of fuel & operation of facilities (Scope 1) 52,901 52,021
Electricity, heat, steam and cooling purchased for own use (Scope 2) 109,584 121,056
Total Scope 1 and Scope 2 emissions 162,485 173,077
Intensity metric: tonnes of CO,e per £m of sales 39.28 41.71

Methodology

The methodology used to calculate our emissions are based on operational control in accordance with 2016 DECC/DEFRA
using Guidelines WRI/WBCSD GHG Reporting Protocols (Revised edition) and 2016 Scope 2 Guidelines.

NEXT remains committed to reducing its carbon footprint by reducing energy consumption throughout its operations,
minimising and recycling waste and cutting transport emissions. Further detailed information on NEXT's global emissions
footprint can be found in our Corporate Responsibility Report on the Company website www.nextplc.co.uk.

On behalf of the Board

,
o __{{Pf’_:;)m’w_:l

Group Finance Director
23 March 2017

-

@ Find out more on our website by visiting www.nextplc.co.uk/
corporate-responsibility
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Directors and Officers

John Barton
CHAIRMAN

Michael Roney
DEPUTY CHAIRMAN AND CHAIRMAN
DESIGNATE (from 14 February 2017)

Lord Wolfson of Aspley Guise
CHIEF EXECUTIVE
EXECUTIVE DIRECTOR

John was appointed Deputy Chairman
in 2004 and Chairman in 2006. He is
also Chairman of easyJet plc and a
non-executive director of SSP Group
plc and Luceco plc. John previously
served as Chief Executive of JIB
Group plc, was Chairman of Cable and
Wireless Worldwide plc, Catlin Group
Limited, Jardine Lloyd Thompson
Group plc, Wellington Underwriting
plc and Brit Insurance Holdings plc
and a non-executive director of
WH Smith plc and Hammerson pilc.

John will retire as non-executive
Chairman and step down from the
Board of NEXT on 1 August 2017.

APPOINTED TO THE BOARD
February 2002

COMMITTEE MEMBERSHIP
Remuneration and
Nomination (Chairman)

Michael is also Chairman of Grafton
Group plcand a non-executive director
of US firm Brown-Forman Corporation
and of Azelis SA, a privately owned
company. Michael brings a wealth
of business experience to the Board
having previously been the Chief
Executive of Bunzl plc, Chief Executive
of Goodyear Dunlop Tires Europe and
non-executive director of Johnson
Matthey plc.

Michael will succeed John Barton as
non-executive Chairman on 1 August
2017.

APPOINTED TO THE BOARD
February 2017

COMMITTEE MEMBERSHIP
Remuneration and
Nomination

Amanda James
GROUP FINANCE DIRECTOR
EXECUTIVE DIRECTOR

Michael Law
GROUP OPERATIONS DIRECTOR
EXECUTIVE DIRECTOR

Simon joined the Group in 1991 and
was appointed Retail Sales Director
in 1993. He became responsible for
NEXT Directory in 1995 and was
appointed to the Board in 1997 with
additional responsibilities for Systems.
Simon was appointed Managing
Director of the NEXT Brand in 1999
and Chief Executive in 2001.

APPOINTED TO THE BOARD
February 1997

Jane Shields

GROUP SALES AND MARKETING DIRECTOR

EXECUTIVE DIRECTOR

Amanda joined the Group in 1995 and
has led the management accounting
and commercial finance teams since
2005. In 2009 Amanda was appointed
Commercial Finance Director and was
promoted to NEXT Brand Finance
Director in  2012. Amanda has
comprehensive knowledge of NEXT's
operations and has played a central
role in the financial management of
the business.

APPOINTED TO THE BOARD
April 2015

Michael joined the Group in 1995 as
Call Centre Manager for the NEXT
Directory. Michael was appointed
Call Centre Director in 2003 and
in 2006 became responsible for
Group IT. In 2010 he was appointed
Group Operations Director, adding
Warehousing and Logistics to his
portfolio. Michael is now responsible
for all Systems, Warehousing, Logistics
and Call Centres within the Group.
APPOINTED TO THE BOARD

July 2013

Jane joined NEXT Retail in 1985 as a
Sales Assistant in one of our London
stores. Jane worked her way through
store management to be appointed
Sales Director in 2000, responsible for
all store operations and training. In 2006
Jane was given additional responsibility
for Retail Marketing and in 2010 was
appointed Group Sales and Marketing
Director, adding Directory and online
marketing to her portfolio.
APPOINTED TO THE BOARD

July 2013
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Francis Salway
SENIOR INDEPENDENT
NON-EXECUTIVE DIRECTOR

Steve Barber
INDEPENDENT
NON-EXECUTIVE DIRECTOR

Jonathan Bewes
INDEPENDENT NON-EXECUTIVE
DIRECTOR (from 3 October 2016)

Francis is also Chairman of Town &
Country Housing Group, Chairman
of the Property Advisory Group for
Transport for London, a non-executive
director of Cadogan Group Limited
and a Visiting Professor in Practice
at the London School of Economics.
Formerly Chief Executive of Land
Securities Group plcand past president
of the British Property Federation.

APPOINTED TO THE BOARD
June 2010

COMMITTEE MEMBERSHIP
Audit, Remuneration and Nomination

Steve is also a non-executive director of
Domino’s Pizza Group plc and Fenwick
Limited. Steve's previous experience
includes almost thirty years in the
accountancy profession, principally with
Price Waterhouse where he was a senior
partner. Steve was formerly Finance
Director of Mirror Group and Chief
Operating Officer of Whitehead Mann.
Founder of The Objectivity Partnership,
a member of the steering group of the
Audit Quality Forum and Chairman of
Design Objectives Worldwide.

Steve will step down from the Board of
NEXT on 18 May, immediately after the
2017 AGM.

APPOINTED TO THE BOARD
June 2007

COMMITTEE MEMBERSHIP
Audit (Chairman), Remuneration and
Nomination

2DUBUIBAOLD)

Since qualifying as a Chartered
Accountant with KPMG, Jonathan has
spent 25 years in investment banking,
with Robert Fleming, UBS and Bank
of America Merrill Lynch. As a senior
banker, he has provided advice to
the Boards of many UK and overseas
companies on a wide range of
financial and strategic issues, including
financing, M&A and general corporate
matters. Jonathan is a Fellow of the

Institute of Chartered Accountants of
England and Wales.

APPOINTED TO THE BOARD
October 2016

COMMITTEE MEMBERSHIP
Audit, Remuneration and Nomination

Caroline Goodall
INDEPENDENT
NON-EXECUTIVE DIRECTOR

Dame Dianne Thompson
INDEPENDENT
NON-EXECUTIVE DIRECTOR

Company Secretary

Seonna Anderson

Caroline is also an independent non-
executive on the Partnership Board of
the accountancy firm Grant Thornton
UK LLP and a Trustee of the National
Trust. She was a non-executive director
of SVG Capital plc, a FTSE 250 listed
private equity investor, from 2010 to
October 2014. Prior to that, Caroline
had over thirty years’ experience in
corporate finance and was a corporate
finance partner at the international law
firm Herbert Smith including five years as
Head of the Global Corporate Division.
APPOINTED TO THE BOARD

January 2013

COMMITTEE MEMBERSHIP
Audit, Remuneration (Chairman) and
Nomination

Dianne  has  significant  senior

management experience including
fourteen years as Chief Executive
Officer of Camelot Group. During
her 42 year career, she has worked in
marketing for several retail companies.
More recently she was Chairman of
RadioCentre and a non-executive
director of the Home Office. She is
currently President of the Market

Research Society.

APPOINTED TO THE BOARD
January 2015

COMMITTEE MEMBERSHIP
Audit, Remuneration and Nomination

nextplc.co.uk

Board committees

Audit Committee

Steve Barber (Chairman)
Jonathan Bewes
Caroline Goodall

Francis Salway

Dame Dianne Thompson

Nomination Committee
John Barton (Chairman)
Steve Barber

Jonathan Bewes
Caroline Goodall
Michael Roney

Francis Salway

Dame Dianne Thompson

Remuneration Committee
Caroline Goodall (Chairman)
John Barton

Steve Barber

Jonathan Bewes

Michael Roney

Francis Salway

Dame Dianne Thompson
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Disclosures required under the 2013 amendment to the Large
and Medium-sized Companies and Groups (Accounts and
Reports) Regulations 2008 in respect of employee matters
(including the employment, training and advancement of
disabled persons), future developments, political donations and
greenhouse gas emissions are given in the Strategic Report.
Information on financial instruments and the use of derivatives
is given in Notes 24 to 27 of the financial statements.

Annual General Meeting &
Other Matters

Notice of the Annual General Meeting (AGM) is on pages
149 to 156 and includes the following business:

Dividends

The directors recommend that a final dividend of 105p per
share be paid on 1 August 2017 to shareholders on the
register of members at close of business on 7 July 2017.
This resolution relates only to the final dividend. The directors
may decide to pay special dividends in line with the Company’s
policy of returning surplus cash generated from operations to
shareholders, via special dividends or share buybacks. Any such
special dividends will be declared by the directors as interim
dividends. The announcement of any dividend will clearly
indicate whether it is a special dividend or not.

The Trustee of the NEXT Employee Share Ownership Trust
(ESOT) has waived dividends paid in the year on the shares
held by it, refer to Note 23 of the financial statements.

Directors

Directors’ biographies are set out on pages 40 to 41.

The UK Corporate Governance Code (the “Code”)
recommends that all directors of FTSE companies stand for
election every year and all members of the Board will do so
at this year's AGM, other than Steve Barber who is stepping
down immediately after the 2017 AGM, which is the ninth
anniversary of his first election to the Board. Each of the
directors standing for re-election has undergone performance
evaluation and has demonstrated that they remain committed
to their role (including making sufficient time available for Board
and committee meetings and other duties as required) and
continue to be an effective and valuable member of the Board.
The Board is satisfied that each non-executive director offering
themselves for re-election is independent in both character and
judgement, and their knowledge and other business interests
enable them to contribute significantly to the work and balance
of the Board.

Jonathan Bewes was appointed as a non-executive director
on 3 October 2016 and will be subject to election by
shareholders at the 2017 AGM. Jonathan is a qualified
accountant and also has significant skills and experience in

investment banking which enable him to make a valuable
contribution to the Company. When Steve Barber steps down
from the Board, Jonathan Bewes will succeed him as Chairman
of the Audit Committee.

Michael Roney was appointed as a non-executive director,
Deputy Chairman and Chairman Designate on 14 February
2017 and will be subject to election by shareholders at the
2017 AGM. Michael has extensive business experience. He
was Chief Executive of Bunzl plc, a FTSE 100 listed distribution
and outsourcing business from 2005 until his retirement in
April 2016. Michael will succeed John Barton as non-executive
Chairman on 1 August 2017.

Further details about the appointments of Jonathan Bewes
and Michael Roney are provided in the Nomination Committee
Report on page 53.

The interests of the directors who held office at 28 January 2017
and their connected persons are shown in the Remuneration
Report on page 77.

Auditor

The Company is required to appoint auditors at each general
meeting at which its report and accounts are presented to
shareholders. Following a tender process during 2016 (see
page 57 for further details) ordinary resolution 15 proposes
the appointment of PricewaterhouseCoopers LLP as auditor.
Ernst & Young LLP has confirmed that it will resign as auditor
with effect from the conclusion of the 2017 AGM and has
provided the Company with a Statement of Circumstances
(see page 154). This resolution also proposes that the auditor’s
remuneration be determined by the directors. In practice, the
Audit Committee will consider and approve the audit fees on
behalf of the Board in accordance with the Competition and
Markets Authority Audit Order.

Disclosure of information to the
auditor

In accordance with the provisions of Section 418 of the
Companies Act 2006 (the “2006 Act”), each of the persons
who is a director at the date of approval of this report confirms
that:

® so far as the director is aware, there is no relevant audit
information of which the Company’s auditor is unaware;
and

e each director has taken all the steps that they ought to
have taken as a director to make themselves aware of
any relevant audit information and to establish that the
Company’s auditor is aware of that information.
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The NEXT Long Term Incentive
Plan (LTIP)

Ordinary resolution 16 is seeking authority from shareholders
to amend the NEXT LTIP to permit new awards under this plan
to receive the benefit of dividends paid in the period between
the grant date of these awards and the date when these awards
vest (which is normally the third anniversary of the date of grant).

This is a standard provision for share plans like the LTIP and
its effect is to align further the position of LTIP award-holders
with that of shareholders. Any benefit from this provision will
normally be delivered in the form of additional NEXT shares
when an LTIP award vests, with such shares representing
the cumulative value of dividends which would have been
paid on the number of vesting shares since the grant
date, and assuming re-investment in NEXT shares on each
ex-dividend date. No benefits will be delivered in respect of
dividends which relate to award shares which lapse due to non-
fulfilment of applicable performance vesting condlitions.

This change to the LTIP is being introduced as part of the
revised Directors’ Remuneration Policy which is proposed for
approval at the 2017 AGM. However, as the change involves
an alteration to the rules of the LTIP itself which is to the
potential advantage of LTIP participants in respect of future
awards, this alteration to the LTIP requires specific approval
by NEXT's shareholders in a general meeting.

Authority to allot shares

Under the 2006 Act, the directors may only allot shares or
grant rights to subscribe for, or convert any security into,
shares if authorised to do so by shareholders in general
meeting. The authority conferred on the directors at last year's
AGM under section 551 of the 2006 Act expires on the date
of the forthcoming AGM and ordinary resolution 17 seeks a
new authority to allow the directors to allot ordinary shares up
to a maximum nominal amount of £4,900,000, representing
approximately one third of the Company’s existing issued share
capital as at 22 March 2017. In accordance with institutional
guidelines, resolution 17 will also allow directors to allot further
ordinary shares, in connection with a pre-emptive offer by way
of a rights issue, up to a total maximum nominal amount of
£9,800,000, representing approximately two thirds of the
Company's existing issued share capital as at that date. As
at 22 March 2017 (being the latest practicable date prior to
publication of this document) the Company’s issued share
capital amounted to £14,705,656 comprising 147,056,562
ordinary shares of 10 pence each, none of which are held in
treasury. The directors have no present intention of exercising
this authority which will expire at the conclusion of the AGM
in 2018 or, if earlier, 18 August 2018.

Authority to disapply pre-emption
rights

Special resolution 18 will, if passed, renew the directors’
authority pursuant to sections 570 to 573 of the 2006 Act
to allot equity securities for cash without first offering them
to existing shareholders in proportion to their holdings.
This resolution limits the aggregate nominal value of
ordinary shares which may be issued by the directors on a
non pre-emptive basis to £735,000, representing 5% of the
issued ordinary share capital of the Company as at 22 March
2017 (excluding treasury shares). This authority also allows
the directors, within the same aggregate limit, to sell for cash,
shares that may be held by the Company in treasury.

In March 2015, the Pre-Emption Group issued a revised
Statement of Principles stating that an allotment of up to
an additional 5% of the issued ordinary share capital of the
Company may be made on a non pre-emptive basis if that
allotment is in connection with an acquisition or specified
capital investment (within the meaning given in the Pre-Emption
Group’s Statement of Principles) which is announced at the
same time as the allotment, or which has taken place in the six-
month period before and is disclosed in the announcement
of the allotment. Special resolution 19 seeks this separate
and additional authority.

In accordance with the Pre-Emption Group’s Statement of
Principles, the directors do not intend to issue more than 7.5%
of the share capital of the Company for cash (excluding treasury
shares) under this or previous authorities in any rolling three
year period without prior consultation with shareholders,
except in connection with an acquisition or specified capital
investment.

The directors do not have any present intention of exercising
this authority which will expire at the AGM in 2018 or, if
earlier, 18 August 2018.

On-market purchase of own shares

NEXT has been returning capital to its shareholders through
share repurchases as well as special and ordinary dividends
since March 2000 as part of its strategy for delivering sustainable
long term returns to shareholders. Over this period, and up to
22 March 2017, NEXT has returned over £3.6bn to shareholders
by way of share buybacks and over £2.8bn in dividends, of
which £652m comprised special dividends. This buyback
activity has enhanced Earnings Per Share, given shareholders
the opportunity for capital returns (as well as dividends) and has
been transparent to the financial markets. Share buybacks have
not been made at the expense of investment in the business.
Over the last five years, NEXT has invested over £609m in
capital expenditure to support and grow the business.
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Special resolution 20 will renew the authority for the Company
to make market purchases (as defined in Section 693 of the
2006 Act) of its ordinary shares of 10p each provided that:

a. the aggregate number of ordinary shares authorised to
be purchased shall be the lesser of 22,043,000 ordinary
shares of 10p each (being less than 15% of the issued share
capital at 22 March 2017) and no more than 14.99% of the
issued ordinary share capital outstanding at the date of
the AGM, such limits to be reduced by the number of any
shares to be purchased pursuant to special resolution 21:
Off-market purchases of own shares, see below;

b. the payment per ordinary share is not less than 10p and is an
amount not more than the higher of: (i) 105% of the average of
the middle market price of the ordinary shares of the Company
according to the Daily Official List of the London Stock
Exchange for the five business days immediately preceding
the date of purchase and (i) an amount equal to the higher of
the price of the last independent trade of an ordinary share of
the Company and the highest current independent bid for an
ordinary share of the Company as derived from the London
Stock Exchange Trading System; and

c. the renewed authority will expire at the AGM in 2018 or, if
earlier, 18 August 2018.

The directors intend that this authority to purchase the
Company'’s shares will only be exercised if doing so will result
in anincrease in Earnings Per Share and, being in the interests
of shareholders generally, it is considered to promote the
success of the Company. The directors will also give careful
consideration to financial gearing levels of the Company and
its general financial position. The purchase price would be paid
out of distributable profits. It is the directors’ present intention
to cancel any shares purchased under this authority.

The repurchase of ordinary shares would give rise to a stamp
duty liability of the Company at the rate currently of 0.5% of the
consideration paid.

The total number of employee share awards and share options
to subscribe for shares outstanding at 22 March 2017 was
5,370,981. This represents 3.7% of the issued share capital at that
date. If the Company were to buyback the maximum number of
shares permitted pursuant to both the existing authority granted
at the 2016 AGM (which will expire at the 2017 AGM) and the
authority sought by this resolution, then the total number of
options to subscribe for shares outstanding at 22 March 2017
would represent 5.1% of the reduced issued share capital.

Off-market purchases of own shares

The directors consider that share buybacks are an important
means of returning value to shareholders and maximising
sustainable long term growth in EPS. Contingent contracts
for off-market share purchases are an integral part of the
Company’s buyback strategy and offer a number of additional
benefits compared to on-market share purchases:

* Contingent contracts allow the Company to purchase shares
at a discount to the market price prevailing at the date
each contract is entered into. No shares have been bought
back under contingent purchase contracts pursuant to the
authority granted at the 2016 AGM up to 22 March 2017.

* Low share liquidity can often prevent the Company from
purchasing sufficient numbers of shares on a single day
without risk of affecting the prevailing market price.
Contingent contracts enable the Company to purchase
shares over time without risk of distorting the prevailing
share price, and also spread the cash outflow.

e Contingent contracts entered into prior to any closed
period allow the Company to take delivery of shares
during these periods.

e Competitive tendering involving up to five banks is used
which minimises the risk of hidden purchase costs. The
pricing mechanism ensures the Company retains the
benefit of declared and forecast dividends.

* The Company would also have the option to set a suspension
price in individual contracts whereby they would automatically
terminate if the Company’s share price was to fall.

As with any share buyback decision, the directors would
use this authority only after careful consideration, taking
into account market conditions prevailing at the time, other
investment opportunities and the overall financial position
of the Company. The directors will only purchase shares
using such contracts if, based on the contract discounted
price (rather than any future price), it is earnings enhancing and
promotes the success of the Company for the benefit of its
shareholders generally. It is the directors’ present intention to
cancel any shares purchased under this authority.

Special resolution 21 will give the Company authority to enter
into contingent purchase contracts with any of Goldman Sachs
International, UBS AG, Deutsche Bank AG, HSBC Bank plc and
Barclays Bank plc under which shares may be purchased off-
market at a discount to the market price prevailing at the date
each contract is entered into. The maximum which the Company
would be permitted to purchase pursuant to this authority would
be the lower of 3,000,000 shares or a total cost of £200 million.

The principal features of the contracts are set out in Appendix
1 to the Notice of the AGM. Copies of the agreements the
Company proposes to enter into with any of the banks (the
Programme Agreements) will be available for inspection at the
registered office of the Company, and at the offices of Slaughter
and May, One Bunhill Row, EC1Y 8YY during normal working
hours from the date of the Notice of the AGM up to the date of
the AGM and at the Meeting itself.

Increasing the Company'’s
borrowing powers

Special resolution 22 proposes an increase in the Company’s
maximum borrowing powers limitin its Articles, as setout in Article
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67, by increasing the directors’ powers to incur borrowings from
the higher of £1.5bn or an amount equal to two times adjusted
total equity (as defined in the Articles) in the Company to the
higher of £2bn, or an amount equal to two times adjusted total
equity (as defined in the Articles) of the Company. For these
purposes borrowings do not include operational leases.

The currentfixed limit was last changed in 2006. The Company has
grown significantly over the last decade in market capitalisation,
revenue and profits. The Board considers that it is prudent to
refresh the borrowing limit to create additional headroom and
flexibility for the Company to respond to future development of
the business. The Company’s external borrowing is also limited
by the financial ratios required to maintain its credit rating and the
financial covenants in the Group'’s committed borrowing facilities.
There are no current plans to materially increase the level of debt,
however the Board believes it to be in the best interests of the
Group to give the Company sufficient headroom over the long
term to develop its business.

A copy of the proposed amended Articles of Association that
reflect the above change will be available at the AGM on
18 May 2017. A copy will also be available for inspection at
the Company’s registered office at Desford Road, Enderby,
Leicester, LE19 4AT and at the offices of Slaughter and May
at One Bunhill Row, London, EC1Y 8YY during usual business
hours until the date of the AGM.

Share capital and major shareholders

Notice of general meetings

The notice period required by the 2006 Act for general meetings
of the Company is 21 days unless shareholders approve a shorter
notice period, which cannot be less than 14 clear days. However,
the Company’s AGM must always be held on at least 21 clear
days’ notice. At the AGM of the Company held in 2016,
shareholders authorised the calling of general meetings other
than an AGM on not less than 14 clear days’ notice and it is
proposed that this authority be renewed. The authority granted
by special resolution 23, if passed, will be effective until the
Company’s AGM in 2018. In order to be able to call a general
meeting on less than 21 clear days’ notice, the Company will
make electronic voting available to all shareholders for that
meeting. The flexibility offered by this resolution will not be
used as a matter of routine for such meetings, but only where
the directors consider it appropriate, taking account of the
business to be conducted at the meeting and the interests of the
Company and its shareholders as a whole.

Recommendation

The Board are of the opinion that all resolutions which are to
be proposed at the 2017 AGM will promote the success of the
Company and are in the best interests of its shareholders as a
whole and, accordingly, unanimously recommend that they
vote in favour of the resolutions.

Details of the Company’s share capital are shown in Note 20 of the financial statements.

The Company was authorised by its shareholders at the 2016 AGM to purchase its own shares. During the year the Company
purchased and cancelled 3,613,121 ordinary shares with a nominal value of 10p (none of which were purchased off-market), at a
cost of £187.6m and representing 2.4% of its issued share capital at the start of the year.

At the financial year end 28 January 2017, the Company had 147,056,562 shares in issue, which remained the same as at

22 March 2017.

As at 28 January 2017, the Company had been notified under the Disclosure and Transparency Rules (DTR 5) of the following
notifiable interests in the Company’s issued share capital. The information provided below was correct at the date of notification.
These holdings are likely to have changed since the Company was notified, however, notification of any change is not required

until the next notifiable threshold is crossed:

No. of voting
Notifications received as at rights at date of % of voting Nature of Date of
28 January 2017 notification rights* holding notification
BlackRock, Inc. 15,449,823 10.51 Indirect interest 8 January 2014
FMR LLC (Fidelity) 19,486,285 13.25 Indirect interest 8 April 2016
Invesco Limited 7,522,064 5.12 Indirect interest 3 June 2016
NEXT plc Employee Share Ownership Trust 4,437,245 3.02 Direct interest 8 November 2016

* Based on the total issued share capital at 28 January 2017.

The following notification was received after 28 January 2017 up to 22 March 2017.

No. of voting
rights at date of % of voting Date of
notification rights* Nature of holding notification
NEXT plc Employee Share Ownership Trust 4,408,241 2.98 Direct interest 30 January 2017
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Additional information
Shareholder and voting rights

All members who hold ordinary shares are entitled to attend
and vote at the AGM. On a show of hands at a general meeting
every member present in person and every duly appointed
proxy shall have one vote and on a poll, every member present
in person or by proxy shall have one vote for every ordinary
share held or represented. It is intended that voting at the 2017
AGM will be on a poll. The Notice of Meeting on pages 149 to
156 specifies deadlines for exercising voting rights.

The Company is not aware of any agreements between
shareholders that may result in restrictions on the transfer of
securities and voting rights. There are no restrictions on the
transfer of ordinary shares in the Company other than certain
restrictions imposed by laws and regulations (such as insider
trading laws and market requirements relating to closed
periods) and requirements of internal rules and procedures
whereby directors and certain employees of the Company
require Board approval to deal in the Company’s securities.

The Company’s Articles may only be amended by a special
resolution at a general meeting. Directors are elected or
re-elected by ordinary resolution at a general meeting; the
Board may appoint a director but anyone so appointed must
be elected by ordinary resolution at the next general meeting.
Under the Articles, directors retire and may offer themselves
for re-election at a general meeting at least every three years.

However, in line with the provisions of the UK Corporate
Governance Code, all directors will stand for re-election at the
2017 AGM other than Steve Barber, see page 149.

Corporate governance

Change of control

The Company is not party to any significant agreements which
take effect, alter or terminate solely upon a change of control
of the Company. However, in the event of a change of control,
the Company’s medium term borrowing facilities will be subject
to early repayment in full if a majority of the lending banks give
written notice or in part if a lending bank gives written notice
following a change of control. In addition, should a change of
control cause a downgrading in the credit rating of the Company’s
corporate bonds to sub-investment grade or if already sub-
investment grade, a further credit rating downgrade which is not
rectified within 120 days after a change of control, holders of the
bonds have the option to call for redemption of the bonds by the
Company at their nominal value together with accrued interest.

The Company's share option plans, and its Long Term
Incentive and Share Matching Plans, contain provisions
regarding a change of control. Outstanding options and
awards may vest on a change of control, subject to the
satisfaction of any relevant performance conditions.

Directors’ service contracts are terminable by the Company
on giving one year's notice. There are no agreements
between the Company and its directors or employees
providing for additional compensation for loss of office or
employment (whether through resignation, redundancy or
otherwise) that occurs because of a takeover bid.

The corporate governance statement as required by the UK Financial Conduct Authority’s Disclosure Guidance and Transparency
Rules (DTR 7.2.6) comprises the Additional Information section of the Directors’ Report and the Corporate Governance

statement included in this Annual Report.

The following disclosures are required under Listing Rule 9.8.4 R:

Publication of unaudited
financial information

In January 2017, NEXT published a Profit Before Tax (PBT) forecast for the year to January
2017 of £785m to £799m. Actual PBT for the period was £790.2m.

Shareholder waivers of
dividends

The NEXT Employee Share Ownership Trust waived its rights to receive dividends during the year.

No further LR 9.8.4 disclosures are required.
By order of the Board

1
5= ,{I =
& "_: e

Group Finance Director
23 March 2017
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Directors’ Responsibilities Statement

Directors’ Responsibilities

The directors are responsible for preparing the Strategic
Report, Directors’ Report and the financial statements in
accordance with applicable law and regulations.

As a listed company within the European Union, the directors
are required to prepare the Group financial statements in
accordance with International Financial Reporting Standards
(IFRSs) as adopted by the EU. The directors have elected
to prepare the parent company financial statements in
accordance with the Companies Act 2006 and UK Accounting
Standard FRS 101 “Reduced Disclosure Framework".

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

e select suitable accounting policies and then apply them
consistently;

® make judgements and estimates that are reasonable and
prudent;

e present information, including accounting policies, in a
manner that provides relevant, reliable, comparable and
understandable information;

e in respect of the Group financial statements, provide
additional disclosures when compliance with the specific
requirements of IFRS is insufficient to enable users to
understand the impact of particular transactions, other
events and conditions on the Group's financial position
and performance;

e state that the Group has complied with IFRS, subject to
any material departures disclosed and explained in the
financial statements;

® inrespect ofthe parent company financial statements, state
whether applicable UK accounting standards have been
followed, subject to any material departures disclosed and
explained in the financial statements; and

e prepare the financial statements on a going concern basis,
unless they consider that to be inappropriate.

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

The directors are 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 the Group and enable them to ensure that the financial
statements comply with the Companies Act 2006 and, as
regards the Group financial statements, Article 4 of the
IAS Regulation. They are also responsible for safeguarding
the assets of the Group and hence for taking reasonable
steps for the prevention and detection of fraud and other
irregularities.

Responsibilities statement
We confirm that to the best of our knowledge:

a. the Group financial statements, which have been
prepared in accordance with IFRSs as adopted by the EU,
give a true and fair view of the assets, liabilities, financial
position and results of the Group;

b. the Strategic Report contained in this annual report
includes a fair review of the development and performance
of the business and the position of the Company and the
Group, together with a description of the principal risks
and uncertainties that they face; and

c. the annual report and accounts, taken as a whole, is
fair, balanced and understandable and provides the
information necessary for shareholders to assess the
Company's performance, business model and strategy.

NN

Group Finance Director

Chief Executive
23 March 2017
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Chairman’s Introduction

Over the long term, NEXT has grown its business and created shareholder value against the backdrop of a challenging and
changing external environment. This is the ultimate measure of our success and reflects our strong corporate governance
structure and the effective management team we have in place. We remain committed to the robust approach to governance
which has served the business well.

As Chairman, my role is to manage the Board, ensuring it operates effectively and contains the right balance of skills and
experience, promoting a healthy culture of challenge and scrutiny. The Board is collectively responsible for the long term
success of the Company and for setting and executing the business strategy. In particular, the Board is responsible for
monitoring financial performance together with setting and monitoring our risk framework and risk appetite.

Through working closely with our business areas, our directors and senior management promote NEXT's culture and
standards and help to provide a strong corporate governance framework. | firmly believe that this culture will continue to be

a key contributor to delivering sustainable long term value for stakeholders.

TR N

Chairman
23 March 2017

Compliance with UK

Corporate Governance
Code

The Group complied throughout the year under review with
the provisions set out in the 2014 UK Corporate Governance
Code (the “Code”) which is the version of the Code that
applies to its 2016/17 financial year. The sections below
detail how the Company has complied with the Code, which
is available from the Financial Reporting Council website
at www.frc.org.uk. These disclosures are ordered into the
sections as they appear in the Code. Disclosures required
by the Disclosure Guidance and Transparency Rules DTR
7.2.6, with regard to share capital are presented in the ‘Share
capital and major shareholders’ and ‘Additional information’
sections of the Directors’ Report on pages 45 and 46.

Directors’ biographies and Board Committees’ membership
are set out on pages 40 and 41.

A. Leadership
A.1 Role of the Board

The Board is responsible for providing effective leadership
whilst delegating more detailed matters to its committees
and officers including the Chief Executive. The Board sets
strategic priorities and oversees their delivery in a way
that enables sustainable long term growth. The Board is

responsible for the Group’s system of risk management
and internal control and for monitoring implementation of
its policies by the Chief Executive. The system of internal
control is designed to manage, rather than eliminate, the risk
of failure to achieve business objectives and can only provide
reasonable and not absolute assurance against material
misstatement or loss.

The Board has a formal schedule of matters reserved for it and
holds regular meetings where it approves major decisions,
including
and significant items of capital expenditure. The Board is

investments, treasury and dividend policies

responsible for approving semi-annual Group budgets.
Performance against budgetis reported to the Board monthly
and any substantial variances are explained. Forecasts for
each half year are revised and reviewed monthly. Certain
other important matters are subject to weekly or monthly
reporting to the Board or Board Committee, including sales,
treasury operations and capital expenditure programmes.
Board papers including reports from the Chief Executive and
other executive directors are circulated in advance of each
Board meeting.

In addition, our executive directors drive forward operational
business strategies by way of attendance at key trading
meetings and working closely with our business areas.
This style of management serves to align with our risk
management framework and facilitates senior management
setting the tone from the top.
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Management delegation

The Chief Executive has delegated authority for the day to
day management of the business to operational management
drawn from executive directors and other senior management
who have responsibility for their respective areas. The most
important management meetings are the weekly NEXT
Brand trading and capital expenditure meetings which
consider the performance and development of the NEXT
Brand through its different distribution channels. These and
other senior management meetings cover risk management
of all business areas in respect of the NEXT Brand, including
product, sales, property, warehousing, systems and
personnel. Key performance indicators are monitored daily,
weekly and monthly.

Attendance at Board and Committee meetings

The Board held eleven formal meetings during the year, the
Audit Committee held four meetings, the Remuneration
Committee held seven meetings and the Nomination
Committee held three meetings. All meetings were fully
attended other than two Nomination Committee meetings
which John Barton did not attend as his succession as
Chairman was considered at these meetings.

The Board has appointed committees to carry out certain of
its duties, three of which are detailed below. Each of these
is chaired by a different director and has written terms of
reference which are available on the Company’s website or
on request.

Audit Committee

The Committee consists of all the independent non-
executive directors including the senior independent non-
executive director and at least one member (Steve Barber,
the Committee Chairman) with recent and relevant financial
experience. The Audit Committee Report on page 54
describes the role and activities of the Committee.

Remuneration Committee

The Committee consists of the Chairman and all the
independent non-executive directors and is chaired
by Caroline Goodall. The Committee determines the
remuneration of the executive directors in accordance with
the Remuneration Policy and reviews the remuneration of
senior management. Page 58 of the Remuneration Report
summarises the role and activities of the Committee.

Nomination Committee

The Committee consists of the Chairman and all the
independent non-executive directors including the senior
independent director. The Committee meets whenever
necessary to consider succession planning for directors and
other senior executives and to ensure that requisite skills
and expertise are available to the Board to address future
challenges and opportunities. The Nomination Committee
Report on page 53 describes the Board appointments
process and its approach to diversity.

A.2 Division of responsibilities

There is a clear division of responsibilities between the offices
of Chairman and Chief Executive, which is set out in writing
and agreed by the Board. The Chairman manages the Board
to ensure that the Group has appropriate objectives and an
effective strategy; that there is a high calibre Chief Executive
with a team of executive directors able to implement the
strategy; that there are procedures in place to inform the
Board of performance against objectives; and that the Group
is operating in accordance with a high standard of corporate
governance.

The Board sets objectives and annual targets for the Chief
Executive to achieve. The Board is responsible for general
policy on how these objectives are achieved and delegates
the implementation of that policy to the Chief Executive. The
Chief Executive is required to report at each Board meeting
all material matters affecting the Group and its performance.

A.3 The Chairman

The Chairman, John Barton, became a member of the Board
in 2002 and was an independent non-executive director
of the Company prior to his appointment as Chairman on
17 May 2006. His other significant commitments are noted
on page 40, and the Board considers that these are not a
constraint on his agreed time commitment to the Company.

A.4 Non-executive directors

Francis Salway is our Senior Independent Director. Meetings
of the non-executive directors without the executive
directors being present are held at least annually, both with
and without the Chairman.

nextplc.co.uk

49

2DUBUIBAOLD)




50

NeXC plc

Corporate Governance

B. Effectiveness
B.1 Composition of the Board

The Board currently includes five independent non-executive
directors and the Chairman who bring considerable
knowledge, judgement and experience to the Group. The
Board has a good record of recruiting new non-executive
directors at regular intervals to achieve appropriate rotation
and continuity.

As is best practice, we continually assess and refresh the
Board to ensure we maintain an appropriate balance of
skills and experience. Jonathan Bewes joined the Board on
3 October 2016 as a non-executive director and brings with
him a great deal of banking and financial experience. The
Board also appointed Michael Roney on 14 February 2017
as a non-executive director, Deputy Chairman and Chairman
Designate. Michael will succeed John Barton as Chairman
when he steps down from the Board on 1 August 2017.
Further details about these appointments are provided in
the Nomination Committee Report on page 53.

Steve Barber is our longest serving non-executive director,
having first been elected at the 2008 AGM. Steve will stand
down from the Board at the end of the 2017 AGM. Jonathan
Bewes will succeed him as Chair of the Audit Committee at
that time.

After giving thorough consideration to the matter, the
Board considers that all of its non-executive directors
are independent in character and judgement, and their
knowledge, diversity of experience and other business
interests continue to enable them to contribute significantly
to the work of the Board.

B.2 Appointments to the Board

For information on the procedure for appointment of new
directors to the Board, and the role of the Nomination
Committee in this process, refer to the Nomination
Committee Report on page 53.

B.3 Commitment

Following the Board evaluation process, detailed further
below, the Board is satisfied that each of the directors is able
to allocate sufficient time to the Company to discharge their
responsibilities effectively. No executive director holds any
non-executive directorships outside the Group.

Contracts and letters of appointment of directors are made
available at the AGM, and are available for inspection at the
Company’s registered office during normal business hours or
on request.

B.4 Development

On joining the Board, new members receive a personalised
induction, tailored to their experience, background and
understanding of the Group's operations. Individual training
and development needs are reviewed as part of the annual
Board evaluation process and training is provided where a
need is identified or requested. All directors receive frequent
updates on a variety of issues relevant to the Group's
business, including legal, regulatory and governance issues,
with visits to stores and warehouse operations organised
periodically to assist with directors’ understanding of the
operational aspects of the business.

B.5 Information and support

There is a regular flow of written and oral information between
all directors irrespective of the timing of Board meetings.
The Company Secretary attends all Board meetings and is
responsible for advising the Board on corporate governance
matters and facilitating the flow of information within the
Board.

Should directors judge it necessary to seek independent
advice about the performance of their duties with the
Company, they are entitled to do so at the Company’s
expense. Details of professional assistance in relation to
Remuneration Policy matters are shown on page 84.

B.6 Evaluation

This year an internal evaluation of the Board and Committees
was completed with the process being facilitated by the
Company Secretary. The review covered all aspects of the
effectiveness of the Board and its Committees including
composition, dynamics, the Chairman’s
leadership, and the Board's role and responsibilities with
particular regard to strategy, oversight of risk and succession

planning. All directors continue to be of the opinion that the

experience,

Board and its Committees were functioning effectively and
that the processes underpinning the Board's effectiveness
remained appropriate.

An externally facilitated review was carried out in the
2015/16 financial year by Independent Audit Limited. This
review highlighted that the Board dynamics were positive
and constructive, with a strong focus on shareholder
interests and the non-executives have a broad range of
skills and experience and a good degree of commitment.
Areas for possible attention highlighted by the evaluation
were incorporated into existing plans and reassessed as part
of the internal evaluation carried out during the 2016/17
financial year.
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The senior independent non-executive director leads the
appraisal of the performance of the Chairman through
discussions with all the directors individually and, together
with the Chairman, appraises the performance of the Chief
Executive. The performance of the executive directors is
monitored throughout the year by the Chief Executive and
the Chairman. The Chairman also monitors the performance
of the non-executive directors.

B.7 Re-election

The Company’s Articles of Association require directors to
submit themselves for re-election by shareholders at least
once every three years. However, the Board has determined
that all directors will stand for re-election or election at each
AGM in accordance with the Code, with the exception of
Steve Barber, who will be stepping down after serving ten
years as a non-executive director.

C. Accountability

C.1 Financial and business reporting
Please refer to:

® page 47 for the Board's statement on the annual report
and accounts being fair, balanced and understandable;

e page 93 for details of the Independent Auditor’s
responsibilities; and

e pages 26 and 27 of the Strategic Report for an explanation
of the Company’s business model and strategy for
delivering the objectives of the Company.

Going concern and viability assessment

The Group's business activities, together with the factors likely
to affect its future development, performance and position
are set out in the Strategic Report, which also describes
the Group’s financial position, cash flows and borrowing
facilities. Further information on these areas is detailed in
the financial statements. Information on the Group's financial
management objectives, and how derivative instruments are
used to hedge its capital, credit and liquidity risks is provided
in Note 24 of the financial statements.

The directors report that, reviewed current
performance and forecasts, they have a reasonable
expectation that the Group has adequate resources to
continue its operations for the foreseeable future. For this
reason, they have continued to adopt the going concern
basis in preparing the financial statements. The directors
have also assessed the prospects of the Company over a
three year period. Further details of the viability assessment

are provided on page 35.

having

C.2 Risk management and
internal control

The responsible  for the Group's risk
management process and has delegated responsibility
for its implementation to the Chief Executive and senior
management best qualified in each area of the business.
The Board sets guidance on the general level of risk which is
acceptable and has a considered approach to evaluating risk
and reward and promoting a risk aware culture throughout
the business.

Board is

The Board has carried out a robust assessment of the
principal risks facing the Company and has also conducted
an annual review of the effectiveness of the systems of
internal control during the year. Please refer to page 30 in the
Strategic Report for further information. Risk management
and internal control is a continuous process and has been
considered by the Board on a regular basis throughout the
year. This includes identifying and evaluating principal risks,
determining control strategies and considering how they
may impact on the achievement of the business objectives.
The Board promotes the development of a strong control
culture within the business. The Audit Committee regularly
reviews strategic and operational risk, and has reviewed
the principal risks (described on pages 31 to 34) and the
associated controls and mitigating factors.

The Board considers that the Group’s management structure
and continuous monitoring of key performance indicators
provide the ability to identify promptly any material areas
of concern. Business continuity plans, procedures manuals
and codes of conduct are maintained in respect of specific
major risk areas and business processes. Through these
measures the management of business risk is an integral part
of Group policy and the Board will continue to develop risk
management and internal controls where necessary.

The use of a Group accounting manual and prescribed
reporting requirements for finance teams throughout the
Group ensures that the Group's accounting policies are
clearly established and consistently applied. Information
is appropriately reviewed and reconciled as part of the
reporting process and the use of a standard reporting
package by all entities in the Group ensures that information
is presented consistently to facilitate the production of the
consolidated financial statements.
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C.3 Audit Committee and auditors

For further information on the Company’s compliance with
the Code provision relating to the Audit Committee and
auditors, please refer to the Audit Committee Report on
pages 54 to 57.

D. Remuneration

For further information on the Company’s compliance with
the Code provision relating to remuneration, please refer to
the Remuneration Report on page 84.

E. Relations with shareholders

E.1 Dialogue with shareholders

The Company actively engages with investors and the Chief
Executive and Group Finance Director are involved in regular
one-to-one meetings, roadshows and conferences with
institutional investors. There is also regular communication
with institutional investors on key business issues.

The Board communicates with its shareholders in respect
of the Group’s business activities through its Annual Report,
yearly and half yearly announcements and other regular
trading statements. Full yearand other publicannouncements
are presented in a consistent format with a particular focus
on making the presentations as meaningful, understandable
and comparable as possible. This information is also
made publicly available via the Company's website
(www.nextplc.co.uk).

The Company’s largest shareholders are invited to the annual
and half year results presentations, at which executive and
non-executive directors are present. Non-executive directors
attend other meetings with shareholders if requested. Our
shareholder views are also communicated to the Board
through regular reports of shareholder feedback and
statements made by representative associations. Whilst
the Board recognises that it is primarily accountable to the
Company’s shareholders, the views of other providers of
capital are also considered.

The Board takes care not to disseminate information of a
share price sensitive nature which is not available to the
market as a whole.

E.2 Constructive use of the
Annual General Meeting

All shareholders have an opportunity to ask questions or
represent their views formally to the Board at the AGM, or
informally with directors after the meeting.

Other disclosures

Directors’ conflicts of interest

In accordance with the Company’s Articles of Association, the
Board has a formal system in place for directors to declare
situational conflicts to be considered for authorisation by
those directors who have no interest in the matter being
considered. In deciding whether to authorise a situational
conflict, the non-conflicted directors consider the situation in
conjunction with their general duties under the Companies
Act 2006. They may impose limits or conditions when giving
an authorisation or subsequently if considered appropriate.
Any situational conflicts considered by the Board, and any
authorisations given, are recorded in the Board minutes and in
a register of conflicts which is reviewed annually by the Board.
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Nomination Committee Report

Board appointments process

The Committee adopts a formal and transparent procedure
for the appointment of new directors to the Board.

External consultants may be used to assist in identifying
suitable external Board candidates, based on a written
specification for each appointment. The Chairman is
responsible for providing a shortlist of candidates for
consideration by the Nomination Committee which then
makes its recommendation for final approval by the Board.
The Nomination Committee is led by the Senior Independent
Director when dealing with the appointment of a successor
to the Board chairmanship.

New Board appointments

In anticipation of Steve Barber’s intended retirement at the
2017 AGM, a description of the role and required capabilities
was prepared for a replacement non-executive director. The
Committee was advised of the availability of Jonathan Bewes
to act in this capacity and considered his suitability for the
role and his other commitments in light of the existing skills
and knowledge of the Board as a whole. It was concluded
that his broad range of skills and experience, particularly in
finance and in the financial services sector, would assist the
Board and enable him to make a valuable contribution to
the Group and as the successor to Steve Barber, as Audit
Committee Chairman. The Board as a whole determined
it unlikely that external searches would identify other
candidates who would improve on the specific knowledge
and expertise that Jonathan offered. Accordingly, Jonathan
was appointed to the Board with effect from 3 October 2016.

Once John Barton indicated his intention to step down
as Chairman, the Nomination Committee, led by Francis
Salway (Senior Independent Director) commenced its search
for a suitable successor. An external search firm, JCA Group
(JCA), was engaged to assist and advise the Committee on
the search and appointment process.

In consultation with the Committee and Lord Wolfson (Chief
Executive), JCA designed a specification for the desired
candidate. Candidate profiles were prepared by JCA
for consideration by the Committee to agree a list of the
strongest candidates.

These candidates met with Francis Salway and Lord Wolfson,
and two shortlisted candidates were then interviewed by the
Nomination Committee members. Following consideration
of interview feedback it became clear that Michael Roney
was the most suitable candidate to succeed John Barton
as Chairman. Michael Roney then met with the three
executive directors who subsequently also confirmed that
his experience and attributes made Michael an excellent
candidate.

The Board approved the appointment of Michael and he
joined the Board as non-executive director, Deputy Chairman
and Chairman Designate with effect from 14 February 2017.
Michael will succeed John Barton as Chairman on 1 August
2017, subject to reappointment by shareholders at the AGM
in May 2017. Michael met the independence requirements
set out in the UK Corporate Code on appointment and has
confirmed he is able to dedicate the requisite time to the
role. A number of larger shareholders were contacted by
Francis Salway just prior to the announcement to make them
aware of this decision.

Diversity

Appointments to the Board, as with other positions
within the Group, are made on merit according to the
balance of skills and experience offered by prospective
candidates. Whilst acknowledging the benefits of diversity,
individual appointments are made irrespective of personal
characteristics such as race, religion or gender and the
Committee will always seek to appoint the candidate with the
most appropriate skills and experience. The Board had 36%
female representation at the date of approval of this report
and, following the retirement of Steve Barber (May 2017)
and John Barton (August 2017), this will increase to 44%.
The number of directors, senior managers and employees by
gender is given in the Strategic Report on page 36.
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Chairman’s Introduction

During the year the Audit Committee has continued to assist the Board in discharging its responsibilities with regard to
financial reporting, controls, internal audit and external audit. It has continued to review and challenge management on the
robustness and effectiveness of internal controls and risk management systems, and this year has also managed the external
audit tender process.

Following changes to the UK Corporate Governance Code and EU Regulation which require auditor tendering and rotation,
the Committee led a robust external audit tender process during the year leading to the Board’s recommendation at the
2017 AGM to appoint PricewaterhouseCoopers LLP (PwC) as auditor for the 2017/18 financial year. Further details of the
audit tender are provided below. | would like to record my thanks to our outgoing auditor Ernst & Young LLP (EY) and their
partners and staff for their many years of excellent service to the shareholders of NEXT. | have enjoyed working with them
and have valued their challenge and robust approach to the audit, as well as the professionalism they have brought to the
Audit Committee meetings.

This is my final report to shareholders as Audit Committee Chairman as | retire from the Board immediately after the 2017
AGM. At that time, Jonathan Bewes, our recently appointed non-executive director, will become Audit Committee Chairman.
Jonathan is a Chartered Accountant, and possesses recent and relevant financial experience and the skills necessary to
effectively chair the Committee.

I would like to thank NEXT’s management and the members of the Audit Committee for their counsel and support during
my time as a non-executive director at NEXT.

0 o

/&L;ﬂ

Chairman of the Audit Committee
23 March 2017

Membership and meetings Committee activities

The composition of the Committee is described on page 49.
The Committee’s wide range of financial and commercial skills
and experience serves to provide the necessary expertise
and knowledge required for the efficient and robust working
of the Committee.

The Committee holds regular, structured meetings and
consults with external auditors and senior management,
including internal audit, where appropriate. The Committee
frequently requests that executive directors and senior
managers attend meetings in order to reinforce a strong
culture of risk management and to keep the Committee up to
date with events in the business. The Group Finance Director
and the Group Chairman attended all of this year's meetings.

The Committee’s roles and responsibilities are covered in
its Terms of Reference, which were last reviewed in January
2017. A copy of the Terms of Reference is available on our
Company’s website (www.nextplc.co.uk).
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The Committee’s main activities during the financial year
were as follows:

Review of financial statements

The Committee reviews the financial statements of the Group
and assesses whether suitable accounting policies have been
adopted and whether management has made appropriate
estimates and judgements. The Committee is satisfied that
the judgements made by management are reasonable, and
that suitable accounting policies have been adopted and
appropriate disclosures have been made in the accounts.

The Committee’s review of the half year and full year financial
statements focused on the following areas of significance,
all of which were discussed and addressed with our external
auditor throughout the full year external audit process. There
were no significant differences between management and
external auditor conclusions.

a. Directory receivables and related provisions for doubtful
debts. These, at £1.0bn, represent the largest asset
class on the Group's balance sheet and have increased
significantly during the year, principally as a result of
reduction in the monthly minimum payments now
required to be made by customers.

Based on detailed reports and through discussions with
management and the external auditor, the Committee
reviewed and assessed the basis and level of provisions
and their sensitivity and is satisfied that the judgements
made were reasonable, consistent with the prior year and
appropriate.

b. Pension scheme funding, accounting and actuarial reports.
Prepared in accordance with International Accounting
Standards, the Group's balance sheet shows a net surplus
of £62.9m, comprised of £873.8m assets and £810.9m
liabilities. This compares with a net surplus of £46.0m in
the previous year.

The Committee reviewed the actuarial assumptions
underlying the calculations and was satisfied that they are
reasonable. They are highly sensitive to small changes,
particularly in respect of discount rates and inflation,
and are not intended to reflect the full cost of a fully
funded pension buyout (refer to Note 18 of the financial
statements).

c. Hedge accounting. Forward contracts and options
are used to manage the Sterling cost of future product
purchases; this provides certainty to the cost of purchases
and therefore enables selling prices and gross margins
to be set. Interest rate swap arrangements are used to

reduce the Group's exposure to changes in interest rates.

The Committee discussed the systems and processes in
relation to the valuation and accounting treatment of such
contracts with management and the external auditor. In
addition, the Board reviewed and renewed the detailed
operating authority framework and limits in place for
execution of such arrangements.

d. Inventory valuation. The Committee reviewed and agreed
the methodology for calculating the net realisable values
of inventories, which has been applied consistently.

e. Other accounting estimates. The Committee reviewed
reports on the reasonableness and consistency of
other accounts estimates such as product return rates
and property provisions. Through discussions with
management and the external auditor, the Committee is
satisfied that they remain appropriate and reasonable.

New accounting standards

During the year the Committee considered the potential
impact on the Group’s financial statements of three new
accounting standards:

a. IFRS 15 "Revenue from contracts with customers” will
be effective for the year ending January 2019 onwards,
and is not expected to have a significant impact on the
Group's revenues. The majority of the Group’s sales are
for standalone products made direct to customers at
standard prices either in store or through the Directory.
Estimates are already made of anticipated returns and
sales awaiting delivery to the customer.

b. IFRS 9 “Financial instruments” will be effective for the
year ending January 2019 onwards, the main impact
being the impairment assessment methodology used
to value our Directory receivables. An assessment of the
full impact of this standard is in progress. Process and
modelling amendments will be implemented in line with
the required effective date.

c. IFRS 16 “Leases” will be effective for the year ending
January 2020 onwards and the impact on the financial
statements will be significant. IFRS 16 requires lessees to
recognise a lease liability reflecting future lease payments
and a right-of-use asset for all lease contracts. Therefore,
the substantial majority of the Group's operating lease
commitments (some £2bn on an undiscounted basis, as
shown in Note 29 of the financial statements) would be
brought on balance sheet and amortised and depreciated
separately. There will be no impact on cash flows although
the presentation of the cash flow statement will change
significantly. Management are currently working on
the new processes and systems that will be required to
comply with this accounting standard.
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Viability statement and going
concern

The Committee performed a detailed review of the Group’s
projected cash flows, facilities and covenants which covered
a three year period (our viability assessment period). The
proposed approach was discussed and agreed by the
Committee in October 2016 and followed up more recently
by reviewing the Group's financial position and performance,
budgets for 2017/18 and three year cash projections which
were stress tested for different scenarios having regard to
the principal risks faced by the business. The Committee
reported to the Board that, in its view, the going concern
assumption remains appropriate. In addition, as regards
the Group's viability assessment, the directors confirmed
that they have reasonable expectation that the Group will
continue in operation and meet its liabilities as they fall due
over the three year review period. Further details of this
review are on page 35.

Risk management and internal
control

The Committee regularly reviews the effectiveness of risk
management, and during the year has reviewed the key
risks together with the associated controls and mitigating
factors. Further details regarding the risk framework and
approach, together with details of NEXT's principal risks and
risk assessment are on pages 30 to 34.

Internal audit

The Committee reviewed the level of internal audit resource,
experience and expertise, and believes that it is adequate
for the size, structure and business risks of the Group and
is supplemented with appropriate external resources where
needed. The Committee reviews and approves the scope
of the internal audit work plan and ensures it is aligned to
the key risks of the business. The Head of Internal Audit
is invited to all Audit Committee meetings and provides
regular reports and updates. The Head of Internal Audit has
direct access to all Committee members and is given the
opportunity to meet with them separately.

IT systems

The operations of the Group are highly reliant on its IT
systems. The Committee receives regular updates from
the IT and operations teams covering various aspects of
IT and cyber security. In this rapidly moving area, there is
inevitably a risk that a systems failure or cyber attack could
cause significant business disruption. Substantial resources
are therefore devoted to the development and security of

the Group's IT systems and during the year an independent
cyber security review was undertaken. Please refer to more
detail provided on page 30 of the principal risks section of
the Strategic report.

Other activities

During the year the Committee received reports and
presentations from senior management on other significant
activities of the Group, including Directory marketing,
social media and e-commerce, regulatory compliance and
developments, property, corporate responsibility, suppliers
and Code of Practice (ethical and responsible sourcing).
The Group’s internal controls in areas such as finance, IT,
and product are also regularly reviewed by the Committee.
Frequent updates are received on health and safety, risk
management, business continuity, whistleblowing and
corporate governance.

Whistleblowing

The Company's whistleblowing procedures ensure that
arrangements are in place to enable employees and
suppliers to raise concerns about possible improprieties on
a confidential basis. Any significant issues are reported to the
Audit Committee.

External auditor

Effectiveness

The Committee had discussions with the external auditor
on audit planning, fees, accounting policies, audit findings
and internal control. The external auditor attended all of this
year's Committee meetings. The Committee assessed the
effectiveness of the external audit through the review of audit
plans, reports and conclusions and through discussions with
management (both with and without the external auditor
present) and the external auditor (both with and without
management present). The Committee was satisfied that the
audit was effective.

In addition, the Chairman of the Audit Committee regularly
meets with the Audit Partner outside formal meetings. The
Committee is satisfied that EY continued to possess the skills
and experience required to fulfil its duties effectively and
efficiently during the financial year.

Independence and objectivity

EY has reported to the Committee that, in its professional
judgement, itis independent within the meaning of regulatory
and professional requirements and the objectivity of the
audit engagement partner and audit staff is not impaired.
The Audit Committee has assessed the independence of the
auditor, and concurs with this statement.
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Non-audit work carried out by the external
auditor

In order to ensure the continued independence and
objectivity of the Group’s external auditor, the Board has
strict policies regarding the provision of non-audit services
by the external auditor.

The Committee’s approval is required in advance for
the provision of any non-audit services if the fee exceeds
£100,000 for an individual assignment, or if the aggregate
non-audit fees for the year exceed £150,000 or 20% of the
audit fee.

The Committee reviews audit and non-audit fees twice
a year. Proposed assignments of non-audit services with
anticipated fees in excess of £50,000 are generally subject
to competitive tender and decisions on the award of work
are made on the basis of competence, cost-effectiveness
and legislation. A tender process may not be undertaken
where existing knowledge of the Group enables the auditor
to provide the relevant services more cost-effectively than
other parties. The Group's external auditor is prohibited from
providing any services that would conflict with their statutory
responsibilities or which would otherwise compromise their
objectivity or independence. During the year, EY’s audit fee
amounted to £0.6m and EY's non-audit fees were £0.2m
in total. In line with the above policy, appropriate advance
approval was obtained from the Committee. Further details
are provided in Note 3 of the financial statements.

In line with the new EU audit reform regulations which come
into force for NEXT for the first time for the financial year
2017/18, the Audit Committee has set in place procedures
to ensure only permitted non-audit services are provided by
the auditor and these are in line with the above policy. These
procedures will also ensure that the new cap on permitted
non-audit services of 70% of the average Group audit fee paid
on a rolling three year basis is not exceeded, even though this
will not apply to NEXT until the financial year 2020/21.

External audit tender

The Audit Committee is responsible for recommending to
the Board the appointment, re-appointment and removal of
the external auditor. EY, or its predecessor firms, have been
the Group’s auditor for over 20 years and there has been
regular partner rotation, most recently in 2012.

As disclosed in last year's Audit Committee Report, and
following changes to the UK Corporate Governance Code
and EU Regulation requiring auditor tendering and rotation,
during 2016 the Committee led a process to select a new
external auditor for the financial year ending January
2018. The Committee was conscious that the audit tender

process is time and resource consuming for all of the parties
involved, and was therefore determined to have a concise,
yet efficient and thorough process. They were also keen to
ensure equivalent access to management and information
for each firm.

The Committee commenced the initial selection process in
January 2016 by agreeing the selection criteria and considered
five firms. EY was not invited to tender because regulation
would limit its future tenure to no more than three years as
a result of the long period during which they have acted as
the Company’s external auditor. One firm was conflicted and
another was not in a position to provide the local service
required, therefore three firms, PwC, KPMG and Deloitte were
invited to tender. Our largest shareholders were invited to
comment on the process and no issues were raised.

Participating firms were granted access to key members of
management and the Audit Committee, as well as access to
a wealth of information about the Group. They also attended
a full day’s briefing in April 2016 which included group
meetings with all firms, comprising a series of presentations
from key senior managers explaining the NEXT business.

Following these meetings, the firms submitted formal audit
proposal documents covering predetermined areas of focus,
including audit quality, audit approach, independence,
risk identification and audit scope. In June 2016, each firm
presented to the Audit Committee, at which certain members
of NEXT's management were also present.

Subsequent to the presentations, the Audit Committee
met and concluded that they would propose two firms to
the Board, PwC and KPMG, both of which met the pre-
agreed selection and assessment criteria, albeit that they
indicated a preference for PwC. The Board reviewed the
Audit Committee’s proposal and approved the appointment
of PwC for the 2017/18 financial year. A resolution to this
effect will be submitted to shareholders for approval at the
2017 Annual General Meeting.

CMA Order 2014 Statement
of Compliance

NEXT confirms that it was in compliance with the provisions
of The Statutory Audit Services for Large Companies
Market Investigation (Mandatory Use of Competitive Tender
Processes and Audit Committee Responsibilities) Order
2014 during the financial year ended 28 January 2017.
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Remuneration compliance

This report is compiled in accordance with Schedule 8 of the Large and Medium-sized Companies and Group (Accounts and
Reports) (Amendment) Regulations 2013. The Remuneration Committee believes that the Company has complied with the
provisions regarding remuneration matters contained within the UK Corporate Governance Code.

Part 1: Annual Statement from the Remuneration
Committee Chairman

On behalf of the Board, | am pleased to present the report on directors’ remuneration for 2016/17.

Qutcome for 2016/17 remuneration

Total remuneration

As outlined in our Strategic Report it has been a challenging year for NEXT and the remuneration outcomes for the directors
have reflected this. Total annual remuneration earned by our executive directors for the financial year 2016/17 was significantly
less than that earned for the financial year 2015/16. In the view of the Remuneration Committee, this is appropriate and
aligns the remuneration received by management with the experience of shareholders.

The Committee considers that the current remuneration arrangements promote the long term success of the Company
within an appropriate risk framework and are suitably aligned to enhancing shareholder value and the Company’s objective
of delivery of long term sustainable growth in total shareholder returns (TSR). Moreover, we believe our rigorous approach to
target setting and linking pay to performance means that the actual remuneration earned by the executive directors continues
to be a good reflection of their and NEXT's overall performance. Thus the challenging trading conditions encountered by
the Company during the year and the reduction in the profit before tax in 2016/17 as compared with the previous year, are
reflected in no executive directors’ annual bonus having been earned in 2016/17 and in decreased LTIP vesting rates as
compared with the previous year.

Total remuneration for 2016/17 for Lord Wolfson was over 55% lower than his total remuneration in 2015/16, and between
30% and 45% lower for the other executives.

Despite the challenging trading condlitions the business continues to face, NEXT remains focused on executing our business strategy
and improving the business over the long term.

Annual bonus

As has been the case for many years at NEXT, annual bonus is calculated with reference to pre-tax EPS, including the impact
of share buybacks. In the 2014 Remuneration Report we first set out the basis on which we would ensure that executive
directors are not incentivised to recommend share buybacks to the Board in preference to special dividends, or vice versa.
This is achieved by making a notional adjustment to EPS growth for special dividends, on the basis that the cash distributed
had instead been used to purchase shares at the prevailing share price on the day of the special dividend payment.

The growth in pre-tax EPS in the year, as adjusted for special dividends, was below the target threshold and no bonus was
earned for 2016/17, compared to 45% for the executive directors and 67% for Lord Wolfson in 2015/16. Details of the targets
set for 2016/17 are on page 73.
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Long Term Incentive Plan (LTIP)

LTIP awards are granted twice a year (each at 100% of base salary for executive directors) and during the year the Committee
approved two grants and two awards vested. The LTIP for the three year performance period to July 2016 vested 61% (July
2015 LTIP: vested 76%) as NEXT's TSR ranked seventh out of 21 companies in the comparator group. The LTIP for the three
year performance period to January 2017 vested 20% (January 2016 LTIP: vested 77%) as NEXT's TSR ranked eleventh.
Details of the comparator group are set out on page 80.

From 2014 onwards, awards granted to executive directors which vest must be taken in shares and the net shares (after
payment of tax and NIC) must be held for a minimum period of two further years.

Matters addressed during the year

The Committee has addressed the following matters this year:

Remuneration policy

NEXT's current Remuneration Policy reaches the end of its three year life at the AGM on 18 May 2017. The Remuneration
Committee has therefore reviewed the current Remuneration Policy and proposes a number of minor changes. We shall be
seeking shareholder approval for the revised Remuneration Policy at the 2017 AGM. Thus, there will be both a resolution to
approve the remuneration report (including the implementation of the current policy in respect of the 2016/17 financial year)
and a resolution to approve the revised new Remuneration Policy for the forthcoming three year period to the 2020 AGM.

Background and summary proposals

Whilst the Committee was mindful of the proposals set out by the Executive Remuneration Working Group (ERWG), which
encouraged companies to consider whether alternative models of remuneration were appropriate, we do not feel it is the
right time in the Company’s development to make any radical changes. NEXT’s business model and strategy has not changed
and we believe that the structure of the existing Remuneration Policy continues to be the right one for the Company and its
shareholders as it is aligned with the Company’s annual and long term performance, with shareholder experience and with
the Company'’s strategy, objectives and business model. We are therefore proposing a Remuneration Policy which makes
only modest changes to the current Remuneration Policy.

The proposed amendments to the policy address developments in best practice and assist with its efficient operation. That
said, the Committee will continue to monitor developments in best practice. If, at a later date, the Committee concludes
that alternative remuneration arrangements would be appropriate, it would consult with NEXT’s major shareholders before
proposing a revised policy to shareholders.

The Remuneration Committee reviewed the existing Remuneration Policy against the current backdrop in trading conditions
and the wider economic background generally and determined that, with a few changes, the current Remuneration Policy
remains fit for purpose and supports the long term success of the business.

Proposed changes

A summary of the changes to the policy is set out below:

L]
As executive directors have not been granted SMP awards in recent years, we propose that the facility to make future grants
under this plan to the executive directors is formally removed from the new Remuneration Policy. Legacy SMP awards granted
to individuals before they were promoted to the Board as executive directors will continue to run their course.

Participants in the LTIP have not previously been entitled to receive ordinary and special dividend accruals on any awards vesting
under the LTIP. It is proposed that this will be amended so participants in the future will be entitled to receive ordinary and special
dividend accruals on any awards granted under the LTIP (to the extent which they vest). The Committee recognises that the
inclusion of dividend accruals on any vested awards increases the expected value of the award. However, the Committee noted
that maximum normal annual award levels of 200% of salary (which will remain unchanged) are already below the market median
for FTSE 100 Chief Executives and Chief Financial Officers (260% and 225% respectively) and current practice in most other FTSE
100 companies is to provide for dividend accrual on vested awards. Therefore, the Committee is comfortable that the proposed
amendment is appropriate as it provides a relatively modest benefit to participants and its effect is to align further the position of
LTIP award holders with that of shareholders.
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The Company will be seeking shareholder approval at the forthcoming 2017 AGM for changes to the Company’s LTIP rules
to permit the dividend accruals described above.

The annual bonus plan will remain unchanged in terms of the application of stretching financial measures and the maximum
amounts payable. Participants will be entitled to receive ordinary and special dividend accruals on any awards vesting
under the Deferred Share Bonus award.

For any new executive director, it is proposed that the service contract will limit any payment in lieu of notice to 12 month's
base salary only with the provision for payments on a phased basis. There will also be no liquidated damages provisions
on change of control for any new executive director.

Annual base salary review for 2017/18

The Committee undertook a review of executive director salaries in the context of overall remuneration, and considered
whether, in the case of those executive directors promoted internally to the Board in recent years, some adjustments to
reflect their experience and development in the role of executive director was appropriate.

NEXT has a good track record of internal promotions to the Board and has not made an external appointment of an executive
director for over 28 years. When Michael Law (Group Operations Director) and Jane Shields (Group Sales and Marketing
Director) were each promoted to executive directors in July 2013 and when Amanda James (Group Finance Director) was
similarly promoted in April 2015, none of them received a salary increase at the time of their promotion. The Committee firmly
believes that salary increases should be timed to reflect performance and contribution at Board level rather than automatically
applied immediately on promotion. Salary progression is therefore phased over a period of approximately 1 to 3 years after
promotion to the Board, subject to proven performance and development during that period.

We understand that this approach to salary progression for internal promotions to the Board may be relatively uncommon
and other companies would typically award significant salary increases on promotion and with effect from the day of joining
the Board. Consequently, these increases are often not externally reported. The Committee is very mindful that the NEXT
approach to salary progression does mean that there are significant pay rises awarded to executives in the first few years
following their promotion. However, ours is actually a prudent policy and delaying increases is in the interests of shareholders
as it saves money on salary as well as bonus and LTIP grants which are correspondingly less for the newly promoted executive
directors in those first few years following promotion. Furthermore, if the transition to the executive director role proves
to be unsuccessful, any exit terms would be based on a correspondingly lower salary and therefore also in the interests of
shareholders.

Therefore, consistent with this approach to salary progression, had the Company’s performance in the 2016/17 financial year been in
line with our expectations at the outset of the year, the Committee would have proposed an increase of around 15%, effective from
February 2017, in the base salary of Michael Law and Jane Shields taking their salaries to £475,000. This would have represented the
final stage in setting their pay levels at an appropriate level, reflecting the progression in their respective roles since their promotion
to the Board in July 2013. Similarly, in the case of the base salary of Amanda James (promoted to the Board in April 2015) the
Committee would have recommended an increase of 18%, effective from February 2017, taking her base salary to £425,000. The
increase for Amanda James would have been considered a further interim increase reflecting her strong performance in the Group
Finance Director role since her promotion to the Board.

However, in light of the lower than expected 2016/17 profit and EPS outcome, the Committee decided that it was more
appropriate to revise these proposed salary increases downwards. Therefore, although many of the challenges facing
NEXT are consistent with the UK fashion retailing sector more generally and the executive directors are all performing and
developing well, the Committee decided to increase the base salaries of Jane Shields and Michael Law by 1% (taking their
salaries to £416,200), in line with the wider Company pay award with effect from February 2017. In the case of Amanda
James, the Committee agreed a base salary increase of 16% (taking her base salary also to £416,200).

The Committee will consider further salary progression increases for these three executives in due course, although such
increases would be subject to ongoing development in their roles, continued strong performance of the individual and the
Company'’s performance against the wider economic background.
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The base salary for Lord Wolfson was increased in February 2017 by 1%, in line with the wider Company award. Lord
Wolfson's annual base salary increases have been in line with the wider Company awards since 2009.

For information, even after the salary increase noted above, the executive directors and CEQO's salary will continue to be
positioned below the median of comparable roles in other FTSE 100 companies in general and other FTSE 100 retailers more
specifically. We believe this demonstrates our overall conservative approach to pay.

Other matters addressed during the year

The Committee has addressed the following matters this year:
Share ownership guidelines

Share ownership guidelines were increased to 2 times salary for all executive directors (previously 1.5 times salary for the Chief
Executive and 1 times salary for other executive directors). As at the 2016/17 financial year end, the value of shareholdings
of Lord Wolfson, Michael Law and Jane Shields met or exceeded the increased share ownership guidelines of 2 times salary.
Amanda James held shares to the value of 1.8 times her salary at the 2016/17 year end. In line with the share ownership
guidelines, Amanda has until April 2020 (i.e. 5 years from the date of her appointment to the Board) to acquire the minimum
shareholding.

EPS and performance measurement

The Committee reviews each year the basis and performance measures used for the annual bonus and LTIP. The performance
measure for the annual bonus continues to be based on pre-tax EPS.

The principal reasons for using EPS are:
e it is consistent and transparent to participants and shareholders;

e NEXT is predominantly a single business selling products through a number of channels under the NEXT and third-party
brands. No significant earnings are derived from unrelated businesses and, therefore, a group metric such as EPS is logical
and consistent with strategy;

e EPS continues to be the core financial measure by which the Board assesses overall performance; and

e the use of EPS is complemented by the application of TSR and consideration of the general economic underpin condition
for the LTIP.

As set out in previous years, we consider it right that the impact of share buybacks on EPS (or adjustments for special
dividends) should be included in performance measurement as share buybacks, and more recently special dividends, have
been one of NEXT's primary strategies in returning value to shareholders. Share buybacks or special dividends are regularly
considered by the Board. Share buybacks are subject to prior approval as to timing, price and volume. Shares are only bought
when the Board is satisfied that the ability to invest in the business and to grow the ordinary dividend will not be impaired.

Remuneration principles

The Remuneration Committee members are keenly aware of the importance and sensitivity of remuneration issues among
investors, employees and the wider public and the responsibilities which that places on us. The Committee’s objective is
to ensure that the remuneration paid to senior executives is appropriate in both amount and structure, is directly linked to
the Company’s annual and long term performance and aligned with the interests of shareholders. We believe that stable
and transparent remuneration structures are key elements in a fair system for rewarding personal and collective contribution
across the business. There are bonus structures throughout the Company, including Head Office, stores, call centres and
warehouses.
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The focus is on ensuring that a competitive and appropriate base salary is paid to directors and senior managers, together
with incentive arrangements that are:

e appropriate in both amount and structure;

e directly linked to the Company’s annual and long term performance;

e in alignment with the interests of shareholders and our long term strategy; and
e stable and transparent.

We also focus on maintaining an appropriate balance between annual and long term incentive elements and also between
cash and share-based elements, with the aim of ensuring that remuneration drives the right behaviours and rewards the right
outcomes. We believe that weighting rewards towards the long term ensures proper shareholder alignment.

Executive directors receive a mix of annual and long term incentives which reward strong business and financial performance
in line with the Company'’s strategy and which are measured against robust benchmarks. We place special importance on
rewarding consistently strong performance over longer periods and, therefore, the balance of incentives is tilted towards the
LTIP, with its 3 year performance period and 2 year holding period following vesting.

Pay and employment conditions elsewhere in the Group are considered to ensure that differences for directors are justified.
Remuneration Policy does not conflict with the Company’s approach to environmental, social and corporate governance
matters and we believe the current arrangements do not encourage directors to take undue business risks.

Wider employee considerations

The Remuneration Committee is very mindful about remuneration arrangements across the Group, including performance
related pay which ensures that all employees have the potential to benefit from the success of NEXT. There are bonus structures
throughout the Company and employee share ownership is strongly encouraged. Market value options over NEXT shares are
granted each year to middle management in Head Office as well as senior store staff and participation in our Sharesave is open
to all of our UK and Eire employees. Around 11,900 employees (circa 26% of our total UK and Eire employees) held options or
awards in respect of 5.6 million shares in NEXT at January 2017.

Shareholder engagement

During the year, the Committee consulted extensively with our largest shareholders and their representative bodies on
our proposed changes to Remuneration Policy. We were pleased by the level and quality of engagement and the support
we received for our proposals. The Committee genuinely values feedback from shareholders and this was an opportunity,
which is very important to me as a relatively new Remuneration Committee chair, to enter into dialogue with our principal
shareholders.

2017 AGM

The Committee considers that the simplicity and transparency of our remuneration arrangements and their consistent
application have contributed positively to NEXT's strong management team continuing to deliver resilient performance in
both benign and more challenging trading environments. | very much hope that shareholders will support the Committee’s
overall approach and, on behalf of the Committee, | commend each of our proposed Remuneration Policy, our 2016/17
Directors’ Annual Remuneration Report and the changes to the LTIP to you.

Cf—’lfh ltns Gl g0 da ik,

—

Chairman of the Remuneration Committee
23 March 2017
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Part 2: Proposed Remuneration Policy for the

Period 2017 to 2020

The proposed Remuneration Policy is set out in this section. At the AGM to be held on 18 May 2017 a resolution to adopt
the proposed Remuneration Policy will be put to shareholders for approval. The policy is set to apply, subject to shareholders’

approval, for three years from the 2017 AGM.

The table below summarises the Company’s policies with regard to each of the elements of remuneration for existing
directors and the approach to payments on external recruitment and termination. The key changes in the proposed policy

from the current Remuneration Policy which expires at the 2017 AGM have been highlighted where necessary.

Base salary

To attract, motivate and retain high-calibre individuals, while not
overpaying. To provide a satisfactory base salary within a total
package comprising salary and performance-related pay.

Performance-related components and certain benefits are
calculated by reference to base salary. The level of salary broadly
reflects the value of the individual, their role, skills and experience.

Normally reviewed annually, generally effective 1 February. The
Committee focuses particularly on ensuring that an appropriate
base salary is paid to directors and senior managers. The Committee
considers salaries in the context of overall packages with reference
to individual experience and performance, the level and structure
of remuneration for other employees, the external environment and
market data. External benchmarking analysis is only occasionally
undertaken and the Committee has not adopted a prescribed
objective of setting salaries by reference to a particular percentile
or benchmark.

There is no guaranteed annual increase. The Committee
considers it important that base salary increases are kept
under tight control given the multiplier effect of such increases
on future costs. In the normal course of events, increases in
executive directors’ salaries would be in line with the wider
Company cost of living awards.

The Committee reserves flexibility to grant larger increases
where considered appropriate, such as where a new executive
director, being an internal promotion, has been appointed to the
Board with an initial salary which is considered below the normal
market rate, then the Committee may make staged increases to
bring the salary into line as the executive gains experience in the
role. Also if there have been significant changes in the size and
scope of the executive’s role then the Committee would review
salary levels accordingly.

Under the reporting regulations the Company is required to
specify a maximum potential value for each component of pay.
Accordingly, for the period of this policy no base salary paid to
an executive director in any year will exceed £850,000 (being
the current median base salary of FTSE 100 Chief Executives).
The amount of the maximum base salary which may be paid to
an executive director in any year shall increase in line with the
growth in RPI from the date of approval of this policy.

Not applicable.

No material changes. To comply with the latest regulatory
guidance, the salary cap has been expressed as a fixed amount.
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Annual bonus

To incentivise delivery of stretching annual goals.
To provide focus on the Company'’s key financial objectives.

To provide a retention element in the case of the Chief Executive
as any annual bonus in excess of 100% of base salary is payable
in shares, deferred for a period of two years and subject to
forfeiture if he voluntarily resigns prior to the end of that period.

Performance measures and related performance targets are set at the
commencement of each financial year by the Committee. Company
policy is to set such measures by reference to financial measures
(such as pre-tax EPS) but the Committee retains flexibility to use
different performance measures during the period of this policy if it
considers it appropriate to do so, although at least 75% of any bonus
will continue to be subject to financial measures.

At the threshold level of performance, 20% of the maximum bonus
may be earned. A straight sliding scale of payments operates for
performance between the minimum and maximum levels. There is no
in-line target level although, for the purposes of the scenario charts
on page 71, 50% of maximum bonus has been assumed because it
is the mid-point.

Dividend accruals (both in respect of special and ordinary dividends)

may be payable on any deferred bonus awards which vest.

The Company has the flexibility within the rules of the Deferred Share
Bonus Plan to grant nil cost options as an alternative to conditional
share awards or exceptionally to settle in cash.

At present Company policy is to provide a maximum bonus of
150% of salary for the Chief Executive and 100% of salary for
other executive directors.

Although the Committee has no current plan to make any
changes, for the period of this policy the Committee reserves
flexibility to:

e increase maximum bonus levels for executive directors in any
financial year to 200% of salary. This flexibility would be used
only in exceptional circumstances and where the Committee
considered any such increase to be in the best interests of
shareholders and after appropriate consultation with key
shareholders;

o |essen the current differentials in bonus maximums which exist
between the Chief Executive and other executive directors;
and

e introduce or extend an element of compulsory deferral of
bonus outcomes if considered appropriate by the Committee.

Currently performance is assessed against pre-tax EPS targets set
annually, which take account of factors including the Company’s
budgets and the wider background of the UK economy. Pre-tax
EPS has been chosen as the basic metric to avoid executives
benefitting from external factors such as reductions in the rate
of corporation tax. Generally the threshold for staff bonuses is
set at a lower level than for directors. The Committee reserves
flexibility to apply discretion in the interests of fairness to
shareholders and executives by making adjustments it considers
appropriate.

The Committee reserves flexibility to apply different performance
measures and targets in respect of the annual bonus for the
period of this policy but a financial measure will continue to be
used for at least 75% of the award. The Committee will consult
with major shareholders before any significant changes are
made to the use of performance measures.

The basis of performance measurement incorporates an
appropriate adjustment to EPS growth to reflect the benefit to
shareholders from special dividends paid in any period.

Dividend accruals (both in respect of special and ordinary
dividends) may be payable on vested deferred bonus awards.
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Long Term Incentive Plan (LTIP)

To incentivise management to deliver superior total shareholder
returns (TSR) over three year performance periods relative to
a selected group of retail companies, and align the interests of
executives and shareholders.

Retention of key, high calibre employees over three-year
performance periods and encouraging long term shareholding,
through post vesting holding requirement, and commitment to
the Company.

A variable percentage of a pre-determined maximum number of
shares can vest, depending on the achievement of performance
conditions.

The maximum number of shares that may be awarded to each
director is a percentage of each director’s base salary at the date of
each grant, divided by NEXT’s average share price over the three
months prior to the start of the performance period.

LTIP awards are made twice a year to reduce the volatility inherent in
any TSR performance measure and to enhance the portfolio effect for
participants of more frequent, but smaller, grants.

The Company has the flexibility within the rules of the LTIP to grant
nil cost options as an alternative to conditional share awards and to
settle vested LTIP awards in cash.

Dividend accruals (both in respect of special and ordinary dividends)
may be payable on any vested LTIP awards.

The maximum possible aggregate value of awards granted to
all executive directors will be 200% of annual salary (i.e. 100%
every six months) and up to 300% in exceptional circumstances.

The Committee reserves the right to vary these levels within the
overall annual limits described above. In addition, awards granted
to executive directors which vest must be taken in shares and
the net shares (after payment of tax and NIC) must be held for a
minimum period of two further years. The Committee reserves the
right to lengthen (but not reduce) the performance period and
to further increase the holding period or to introduce a retention
requirement.

Performance is measured over a period of three years. Currently
performance is measured based on NEXT's TSR against a group
(currently 20 other UK listed retail companies) which are, in the view
of the Committee, most comparable with NEXT in size or nature
of their business. Comparison against such a group is more likely
to reflect the Company’s relative performance against its peers,
thereby resulting in awards vesting on an appropriate basis.

Percentage
Relative performance vesting
Below median 0%
Median 20%
Upper quintile 100%

If no entitlement has been earned at the end of a three year
performance period then that award will lapse; there is no
retesting.

Dividend accruals (both in respect of special and ordinary
dividends) may be payable on vested awards.
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Purpose and link to strategy

To provide for retirement through Company sponsored schemes
or a cash alternative for personal pension planning and therefore
assist attraction and retention.

Operation

Lord Wolfson, Michael Law and Jane Shields are deferred members
of the defined benefit (DB) section of the 2013 NEXT Group Pension
Plan (the “Plan”).

In addition to being a deferred member of the DB section of the
Plan, Lord Wolfson is a member of the unfunded, unapproved
supplementary pension arrangement (SPA), described on page 77.
His future pension will be calculated by reference to his October 2012
salary, rather than his final earnings, and any future salary changes will
have no effect.

Jane Shields and Michael Law ceased to contribute to the Plan in
2011 and in 2012 respectively. Their pensions are no longer linked to
salary and will increase in line with statutory deferred revaluation only
(i.e. in line with CPI).

Lord Wolfson, Michael Law and Jane Shields receive salary
supplements of 15% in lieu of past changes to their pension
arrangements, in line with other senior employee members of the DB
section of the Plan.

Amanda James is a member of the defined contribution section of
the Plan and the Company currently makes a contribution equal to
5% of her salary into her pension plan. Amanda can opt to receive
an equivalent cash supplement in lieu of this Company contribution.
This is consistent with the pension provision and alternatives available
to employees generally.

New employees of the Group can join the defined contribution (DC)
section of the NEXT Plan or the statutory Auto-Enrolment plan or
receive a cash supplement.

Bonuses are not taken into account in assessing pensionable earnings
in the Plan.

Maximum opportunity

Under the DB section and the SPA, the maximum potential
pension is only achieved on completion of at least 20 years of
pensionable service at age 65, when two thirds of the executive
director’s annual pensionable salary at October 2012 could
become payable. The lump sum payable on death in service is
four times base salary.

No DC contributions, or equivalent cash supplement payments, will
be made to an executive director in any year that will exceed 25% of
base salary (being slightly below the median level of contributions or
payments made to FTSE 100 Chief Executives).

Performance measures and targets

Not applicable.

Key changes to last approved policy

No material changes. To comply with the latest regulatory
guidance, the pension cap has been expressed as a fixed
percentage of salary.

Other benefits

Purpose and link to strategy
To provide market competitive non-cash benefits to attract and
retain high-calibre individuals.

Operation

Executive directors receive benefits which may include the provision
of a company car or cash alternative, private medical insurance,
subscriptions to professional bodies and staff discount on Group
merchandise. A driver is also made available to the executive
directors.

The Committee reserves discretion to introduce new benefits where
it concludes that it is in the interests of NEXT to do so, having regard
to the particular circumstances and to market practice and reserves
flexibility to make relocation related payments.

Whilst not considered necessarily to be benefits, the Committee
reserves the discretion to authorise attendance by directors and
their family members (at the Company’s cost if required) at corporate
events and to receive reasonable levels of hospitality in accordance
with Company policies.

Reasonable business related expenses will be reimbursed (including
any tax thereon).

Maximum opportunity

During the policy period, the value of benefits (other than
relocation costs) paid to an executive director in any year will
not exceed £150,000. In addition, the Committee reserves the
right to pay up to £250,000 relocation costs in any year to an
executive director if considered appropriate to secure the better
performance by an executive director of their duties.

During the policy period, the actual level of taxable benefits
provided will be included in the Single Total Figure of
Remuneration.

Performance measures and targets
Not applicable.

Key changes to last approved policy
Increased the benefits cap by £50,000 to £150,000 to provide
suitable flexibility over the period of the Remuneration Policy.
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Save As You Earn Scheme (Sharesave)

Purpose and link to strategy
To encourage all employees to make a long term investment in
the Company'’s shares.

Operation

Executive directors can participate in the Company’s Sharesave
scheme which is HMRC approved and open to all employees
in the UK. A similar scheme is available to employees in Eire.
Option grants are generally made annually, with the exercise price
discounted by a maximum of 20% of the share price at the date
an invitation is issued. Options are exercisable three or five years
from the date of grant. Alternatively, participants may ask for their

Maximum opportunity

Investment currently limited to a maximum amount of £250 per
month. The Committee reserves the right to increase the maximum
amount in line with limits set by HMRC (currently £500 per month).

Performance measures and targets
Not applicable.

Key changes to last approved policy
Updated to permit the maximum amount to reflect the latest
HMRC limits.

contributions to be returned.

Termination payments

Purpose and link to strategy
Consistent with market practice, to
ensure NEXT can recruit and retain
key executives, whilst protecting the
Company from making payments
for failure.

Operation

The Committee will consider the need
for and quantum of any termination
payments having regard to all the
relevant facts and circumstances at
that time.

Future service contracts will take
into account relevant published
guidance.

Maximum opportunity

Each of the executive directors has a rolling service contract. Dates of appointment and notice periods
are disclosed on page 85. The contract is terminable by the Company on giving one year’s notice and
by the individual on giving six months’ notice. For current directors, the Company has reserved the
right to make a payment in lieu of notice on termination of an executive director’s contract equal to
their base salary and contractual benefits (excluding performance-related pay). For future directors,
any payment in lieu of notice would be limited to their base salary only.

For current directors, if notice of termination is given immediately following a change of control of
the Company, the executive director may request immediate termination of his/her contract and
payment of liquidated damages equal to the value of his/her base salary and contractual benefits.
Liquidated damages provisions will not be present in any service contract for a new executive
director. Any new service contract will include provision for any termination payments to be made
on a phased basis.

In normal circumstances executive directors have no entitlement to compensation in respect of
loss of performance bonuses and all share awards would lapse following resignation. However,
under certain circumstances (e.g. ‘good leaver’ or change in control), and solely at the Committee’s
discretion, annual bonus payments may be made and would ordinarily be calculated up to the
date of termination only, based on performance. In addition, awards made under the LTIP would
in those circumstances generally be time pro-rated and remain subject to the application of the
performance conditions at the normal measurement date. The Committee also has a standard
discretion to vary the application of time pro-rating in such cases. ‘Good leaver’ treatments are
applied in exceptional cases only.

In the event of any termination payment being made to a director (including any performance-
related pay elements), the Committee will take full account of that director’s duty to mitigate any
loss and, where appropriate, may seek independent professional advice and consider the views of
shareholders as expressed in published guidance prior to authorising such payment.

Consistent with market practice, in the event of removal from office of an executive director, the
Company may pay a contribution towards the individual’s legal fees and fees for outplacement
services as part of a negotiated settlement and such other amounts as the Committee considers to
be necessary, having taken legal advice, in settlement of potential claims. Any such fees would be
disclosed with all other termination arrangements. The Committee reserves the right, if necessary, to
authorise additional payments in respect of such professional fees if not ascertained at the time of
reporting such termination arrangements up to a maximum of £10,000.

A departing gift may be provided up to a value of £10,000 (plus related taxes) per director.
Performance measures and targets

Not applicable.

Key changes to last approved policy

Payment in lieu of notice will be limited to base salary for any new executive directors.
Liquidated damages will not be used for any new executive director appointment. Any new service
contracts will include provision for phased payments.
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Recovery and withholding provisions

Purpose and link to strategy Maximum opportunity
To ensure the Company can recover any payments made or Not applicable.
potentially due to executive directors under performance-related

. Performance measures and targets
remuneration structures.

Not applicable.
Operation
Recovery and withholding provisions are in the service contracts of
all executive directors and will be enforced where appropriate to
recover or withhold performance-related remuneration which has
been overpaid due to: a material misstatement of the Company’s
accounts; errors made in the calculation of an award; or a director’s
misconduct. These provisions allow for the recovery of sums paid
and/or withholding of sums to be paid.

Key changes to last approved policy
No material changes.

Chairman and non-executive director fees

Purpose and link to strategy Maximum opportunity

To ensure fees paid to the Chairman and non-executive directors  The total of fees paid to the Chairman and the non-executive
are competitive and comparable with other companies of directorsin any year will not exceed the maximum level for such
equivalent size and complexity so that the Company attracts non-  fees from time to time prescribed by the Company’s articles of
executive directors who have a broad range of experience and  association (currently £750,000 per annum).

skills to oversee the implementation of our strategy. Performance measures and targets

Operation Non-executive directors receive the normal staff discount on
Remuneration of the non-executive directors is normally reviewed  Group merchandise but do not participate in any of the Group’s
annually and determined by the Chairman and the executive bonus, pension, share option or other incentive schemes.

directors. The Chairman’s fee is determined by the Committee

(excluding the Chairman). Key changes to last approved policy

No material changes.
Additional fees are paid to non-executive directors who chair

the Remuneration and Audit Committees, and act as the Senior

Independent Director. The structure of fees may be amended within

the overall limits.

External benchmarking is undertaken only occasionally and there is
no prescribed policy regarding the benchmarks used or any objective
of achieving a prescribed percentile level.

Currently, for each day spent on Company business in excess of the
normal time commitment, the Chairman will be paid £1,500 and
the non-executive directors £1,000. These are subject to an annual
review by the Board. Reasonable business related expenses will be
reimbursed (including any tax thereon).

The policies as set out above would apply to the promotion of an existing group employee to the Board.
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For such appointments, and unless agreed otherwise with the new director, the Company will honour the contractual
entitlements and other incentives (e.g. options granted under the NEXT Share Matching Plan) awarded prior to the Board
appointment.

For external recruits, the Committee will also aim to structure and agree a package which is in line with the same policies for
existing executive directors as set out above. However, consistent with the reporting regulations, the Committee reserves the
right not to apply the caps contained within the policy for fixed pay, either on joining or for any subsequent review within the
life of this policy, although the Committee would not envisage exceeding these caps in practice. In addition, the Committee
may offer cash or share-based incentives when considered to be necessary to secure a candidate and in the best interests
of the Company and its shareholders. It may be necessary to make such awards on more bespoke terms which differ from
NEXT's existing annual and share-based pay structures. Depending on the timing of an appointment it may be necessary
to use different performance criteria to other executive directors for any initial incentive awards. However, the Committee
will not authorise the payment of more than it considers necessary and will abide by the caps for such elements within the
general policy.

Additional awards may be made to compensate for forfeiture of incentive awards in the previous employer, and may not be
subject to the caps applied to NEXT's annual bonus plan or the LTIP. All such awards for external appointments, whether
made under the annual bonus plan, LTIP or otherwise, will be limited to the commercial value of the amounts forfeited and
will take account of the nature, time periods and performance requirements of those awards. In particular, the Committee’s
starting point will be that any forfeited awards which are subject to continued service or performance requirements are
replaced by NEXT awards with broadly equivalent terms. However, the Committee may relax these requirements in
exceptional circumstances and where the Committee considers it to be less expensive for shareholders, for example where
service periods are materially complete and/or the replacement awards are materially discounted to reflect the conditions
on forfeited awards. The Committee will only authorise guaranteed or non pro-rated awards under the annual bonus plan
where the Committee considers it is necessary to secure a recruitment and these would be limited to no more than the first
year of appointment.

For external and internal appointments, the Committee may agree that the Company will meet such reasonable relocation
expenses it considers appropriate and/or make a contribution towards legal fees in agreeing employment terms.

The Company has not made an external appointment of an executive director for over 28 years and therefore this policy,
which remains materially unchanged from the last approved policy, has not been used since its implementation. All such
appointments during this time have been through internal promotions, so it is challenging to set out principles for an event
that has not occurred in recent practice. Therefore, the above broad policy, particularly for external appointments, represent
guidelines considered to be reasonable by the Committee, but which will be considered on the merits of each potential
appointment on a case by case basis and taking account of evolving best practice.

Exercise of discretion

In line with market practice, the Committee retains discretion in relation to the operation and administration of the annual
bonus, Deferred Share Bonus Plan and LTIP. This discretion includes, but is not limited to:

e the timing of awards and payments;

e the size of awards, within the overall limits disclosed in the policy table;

the determination of vesting;

the treatment of awards in the case of change of control or restructuring;
e the treatment of leavers within the rules of the plan and the termination policy summary shown on page 67; or
e adjustments needed in certain circumstances (for example, rights issue, corporate restructuring or special interim dividend).

While performance conditions will generally remain unchanged once set, the Committee has the usual discretions to amend
the measures, weightings and targets in exceptional circumstances (such as a major transaction) where the unamended
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conditions would cease to operate as intended. Any such changes would be explained in the subsequent annual remuneration
report and, if appropriate, be the subject of consultation with the Company’s major shareholders. Consistent with best
practice, the LTIP rules also provide that any such amendment must not make the amended condition materially less difficult
to satisfy than the original condition was intended to be prior to the occurrence of such event.

Adjustment to number of shares under deferred bonus and LTIP

The number of shares subject to deferred bonus and LTIP awards may be increased to reflect the value of dividends that
would have been paid in respect of any dates falling between the grant of awards and the date of vesting.

The terms of incentive plan awards may be adjusted in the event of a variation of the Company’s share capital, demerger or
a similar event that materially affects the price of the shares or otherwise in accordance with the plan rules.

Share ownership guidelines

Share ownership guidelines do not form part of directors’ remuneration but the Committee has determined that these
should be observed by executive directors.

The minimum shareholding is 2 times salary for all executive directors (previously 1.5 times for the Chief Executive and
1 times for other executive directors). An executive director has up to five years from date of appointment to acquire the
minimum shareholding and only shares owned beneficially are counted.

Legacy commitments

The Committee reserves the right to honour all historic contractual entitlements and other incentives provided they were
consistent with the shareholder approved policy in place at the time they were agreed. Any such payments would be
disclosed in the relevant Annual Remuneration Report as necessary.

Stating maximum amounts for each element of remuneration

Where the above policy refers to the maximum amounts that may be paid in respect of any element of the policy (as required
under the Regulations) these will operate simply as caps and will not be indicative of any aspiration.

Consideration of shareholder views

During the year, the Committee consulted extensively with our largest shareholders and their representative bodies on our
proposed changes to the Remuneration Policy. We were pleased by the level and quality of engagement and the support
we received for our proposals. The specific shareholder views about remuneration are also communicated to the Committee
on an ongoing basis through inclusion in Board reports of shareholder feedback and statements made by representative
associations. The Committee remains committed to ongoing dialogue and shareholders and representative bodies are able
to contact the Committee Chairman directly if they have any concerns regarding remuneration.

Pay and performance scenario analysis

The Committee’s objective is to ensure that the remuneration paid to senior executives is appropriate in both amount
and structure, is directly linked to the Company’s annual and longer term performance and aligned with the interests of
shareholders. Careful consideration is given to ensuring there is an appropriate balance in the remuneration structure
between annual and long term rewards, as well as between cash and share-based payments.

The charts opposite indicate the level of remuneration that could be received by each executive director in accordance with
the directors’ Remuneration Policy in the first year to which the new policy applies (i.e. year to January 2018) at different
levels of performance. These scenarios do not take into account share price movement or dividends received. For simplicity
the value of any potential all-employee award has been ignored.

The Committee has a conservative approach to overall levels of executive pay. Variable pay is linked to measures which are
aligned with the Company’s long term strategy and objectives. The overall level of executive director pay remains modest
compared with that available at other FTSE 100 companies and the chosen maximum remuneration indicated in the charts
opposite reflects the Committee’s conservative approach to executive pay which it considers is appropriate.
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Lord Wolfson (Chief Executive)

W Fixed pay
. Annual bonus
Fixed pay Total £1,244k LTIP (multiple period)
Mid-point/ 27%  15% Total £2,134k
median
Total
Maximum 29% 40% £3,952k
1 1 1 1 1 1 1 1
0 500 1,000 1,500 2,000 2,500 3,000 3,500 4,000
Amount £'000
Amanda James (Group Finance Director)
Fixed pay Total £474k
Mid-point/ 25%  19% Total £849k
median
Total
Maximum 24% 48% £1,723k
1 1 1 1 1 1 1 1 1
0 200 400 600 800 1,000 1,200 1,400 1,600 1,800
Amount £'000
Michael Law (Group Operations Director)
Fixed pay Total £502k
Mid-point/ 20%  19%  Total £876k
median
Total
Maximum 24% 47% e
1 1 1 1 1 1 1 1 1
0 200 400 600 800 1,000 1,200 1,400 1,600 1,800
Amount £'000
Jane Shields (Group Sales and Marketing Director)
Fixed pay Total £514k
Mid-point/ 23%  19% Total £888k
median
Maximum 24% 47% Z?f;lézk
| | | | | | | | |
0 200 400 600 800 1,000 1,200 1,400 1,600 1,800

Amount £'000

In the above scenarios, the following assumptions have been made:

Fixed/ e Base salary — same as for 2017/18 (see page 73)
i e Benefits — same value as for 2016/17
* Pension-related salary supplements — for Lord Wolfson, Michael Law and Jane Shields calculated at 15%
of base salary for 2017/18. No pension supplement is assumed to be paid to Amanda James
* Pension amount for Lord Wolfson based on 2016/17 single total figure of remuneration pension value.
No pension value included for deferred members of the defined benefit pension plan (i.e. Michael Law
and Jane Shields). Amanda James is currently a member of the defined contribution section of the 2013
NEXT Group Pension Plan. The pension value for Amanda is based on a Company contribution equal to
5% of her base salary
Mid-point/ Includes the performance-related pay a director would receive in the scenario where:
median ® 50% of maximum annual bonus is earned (being the mid-point)
e LTIP performance results in a median TSR ranking and therefore 20% of the maximum award would vest
Maximum Includes the performance-related pay a director would receive in the scenario where performance

equalled or exceeded maximum targets:
* 100% of the annual bonus

® 100% vesting of LTIP
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NEXT employment conditions generally

Pay structures and employment conditions for other Group employees are driven by market and role comparatives and are
also considered by the Committee to ensure that any differences for directors are justified. Salary increases for the wider
employee group are taken into consideration when determining increases for executive directors and senior management.

In common with executive directors, all other employees are eligible to participate in annual bonus arrangements. The
targets for these are linked to performance of the group, their operating function or personal performance.

These other employees are provided with a competitive package of benefits that includes the opportunity to participate
in the Group’s pension arrangements and staff discount on Group merchandise. In addition, the NEXT Management Share
Option Plan provides for options over shares, exercisable between three and ten years following their grant, to be allocated
to Group employees. This plan is primarily aimed at middle management and senior store staff. Options are set at the
prevailing market price at the time of grant, and are generally granted annually.

The Company also operates a Share Matching Plan for certain senior managers below Board level to encourage them to
invest in shares in the Company and receive a related matching award of shares based on certain underlying fully diluted
post-tax EPS targets being achieved which are set by the Remuneration Committee.

In order to encourage wider employee share ownership, the Company also operates all-employee Save As You Earn share
schemes in the UK and Eire, in which all permanent employees (including executive directors) are eligible to participate. As
shareholders, these employees have the opportunity to express their views in the same way as other shareholders.

The Company did not consult with employees when drawing up the directors’ Remuneration Policy. The Committee does not
generally use any formal internal comparison metrics when setting directors’ remuneration, other than the consideration of
employee pay as described above, but has sought advice from FIT Remuneration Consultants LLP from time to time on the
appropriateness and competitiveness of remuneration structures in place within the Company.

Part 3: Annual Remuneration Report

Contents

This report comprises a number of sections:

Implementation of Remuneration Policy in 2016/17 page 73 Payments for loss of office page 82
Single total figure of remuneration page 74 Company performance and CEO remuneration comparison ~ page 82
Executive directors’ external appointments page 76 Change in remuneration of Chief Executive page 83
Pension entitlements page 76 Relative importance of spend on pay page 83
Directors’ shareholding and share interests page 77 Dilution of share capital by employee share schemes  page 83
Scheme interests awarded during the financial year page 80 Remuneration Committee page 84
Performance targets for outstanding awards page 80 Voting outcomes at General Meetings page 84
Payments to past directors page 81 Service contracts page 85

Annual remuneration report

The Remuneration Committee presents the annual remuneration report, which, together with the Chairman’s introduction on
pages 58 to 62, will be put to shareholders as an advisory (non-binding) vote at the Annual General Meeting to be held on
18 May 2017. Sections which have been subject to audit are noted accordingly.
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Implementation of remuneration policy in 2016/17

The Committee has implemented the Remuneration Policy in accordance with the policy approved by shareholders at the
AGM in May 2014. The table below sets out the way that the policy was implemented in 2016/17 and any significant changes

in the way the policy will be implemented in 2017/18.

Element of
remuneration
Base salary

Policy implemented during 2016/17 and changes in 2017/18

The base salary of Lord Wolfson, Michael Law and Jane Shields increased by 1% in February 2017, in line with
the wider Company award. For details about the base salary increase for Amanda James please refer to page
60. The base salaries for the executive directors from February 2017 are:

£000 2017/18 2016/17
Lord Wolfson 773 766
Amanda James 416 360
Michael Law 416 412
Jane Shields 416 412

Annual bonus

Annual bonus is calculated on pre-tax EPS and we ensure that the executive directors are not incentivised to
recommend share buybacks in preference to special dividends, or vice versa. This is achieved by making a
notional adjustment to EPS for special dividends, on the basis that the cash distributed had instead been used
to purchase shares at the prevailing share price on the day of the special dividend payment.

For the year to January 2017, performance targets were set requiring pre-tax EPS growth on the prior year,
adjusted for special dividends and excluding exceptional gains, of 5% before any bonus became payable
(being pre-tax EPS of 583p). Maximum bonus of 100% and 150% of salary for the executive directors and Chief
Executive respectively was payable if pre-tax EPS exceeded growth of 15% (being pre-tax EPS of 638p).

Pre-tax EPS growth achieved in the year, adjusted for special dividends, was -0.2%. In accordance with the
bonus formula, no bonus was earned.

As detailed on page 64, the annual bonus plan will remain unchanged in terms of the application of stretching
financial measures and the maximum amounts payable, however it is proposed in the new Remuneration Policy
that participants will be entitled to receive ordinary and special dividend accruals on any awards vesting under
the deferred bonus award.

Bonus performance targets for the year ahead have been set but are not disclosed in advance for reasons of
commercial sensitivity. The targets and performance will be disclosed in next year's Remuneration Report.

LTIP

No change in 2016/17. See Single Total Figure of Remuneration table, Note 5 for details of LTIP vestings in the
year.

As detailed on page 59, it is proposed in the new Remuneration Policy that participants will be entitled to
receive ordinary and special dividend accruals on any awards vesting under the LTIP.

Grants in 2017/18 will be otherwise made on the same basis to the 2016/17 grants (with any changes to the TSR
comparator group confirmed immediately prior to each grant).

Recovery and
withholding
provisions

No change. The Committee previously introduced recovery and withholding provisions in the service contracts
of all executive directors to cover the bonus and LTIP, and a 5 year from grant holding period (comprising
a 3 year vesting period and a 2 year holding period) under the LTIP for executive directors. The Committee
reconsidered these requirements during the year and concluded that these provisions remain appropriate.

SMP

No change and, with effect from 2014, executive directors are no longer eligible to receive new grants under
the SMP.

Chairman and non-
executive director
fees

The fees of the Chairman and non-executive directors were increased by 1% in February 2017, in line with the
wider Company award. The Chairman, John Barton, will be paid an annual fee of £270,635 (2016/17: £267,955).
The basic non-executive director fee for 2017/18 is £55,720 (2016/17: £55,168), with a further £11,144 (2016/17:
£11,033) paid to the Chairman of each of the Audit and Remuneration Committees respectively, and to the Senior
Independent Director.

Michael Roney was appointed as an independent non-executive director, Deputy Chairman and Chairman
Designate with effect from 14 February 2017. Michael will succeed John Barton as Chairman when he retires on
1 August 2017. Michael will be paid an annual fee of £162,500 up until 31 July 2017, thereafter he will be paid
an annual fee of £325,000.

Pension No material change.
Other benefits No material change.
Sharesave No material change.
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Executive directors’ external
appointments

No current executive director holds any non-executive
directorships outside the Group.

Pension entitlements (audited
information)

In 2013 all active members of the NEXT Group Pension Plan
(the “Original Plan”), were transferred to the new 2013 NEXT
Group Pension Plan (the “2013 Plan”) so that pensioners of
the Plan could be issued individual policies with Aviva. Most
deferred pensioners and pensioners who had not previously
been subject to a buy-in through Aviva were also transferred
to the 2013 Plan. Benefits within the 2013 Plan mirror those
in the previous Original Plan.

Executive directors are members of the 2013 Plan which has
been approved by HM Revenue & Customs and consists of
defined benefit and defined contribution sections.

The trustee of both Plans is a limited company, NEXT Pension
Trustees Limited (the “Trustee”). The Board of the Trustee
currently comprises of five directors who are all members of
either the Original Plan or the 2013 Plan, and an independent
Chairman who has no other connection to NEXT. Two of
these directors are member nominated directors and cannot
be removed by NEXT. The other four directors, including the
independent director, are appointed by and can be removed
by NEXT. All directors of the Trustee receive a fee for their
services, including those directors who are also employees of
NEXT. No director of the Company is a director of the Trustee.

The Plans’ investments are kept separate from the business
of the NEXT Group and the Trustee holds them in separate
trusts. Responsibility for investment of the Plans’ funds has
been delegated to professional investment managers.

The Group operates a salary sacrifice scheme whereby members
from either section can elect to receive a reduced gross salary
in exchange for enhanced employer pension contributions. The
participation of members in the salary sacrifice scheme does
not result in any overall increase in costs to the Group.

Defined contribution section

Employees of the Group can join the defined contribution
section of the 2013 Plan. Members elect to pay either 3%
or 5% of their pensionable earnings which is matched by
the Company. For death prior to retirement, a lump sum of
three times the member's base salary at the previous April is
payable along with the current value of the member’s fund.

Defined benefit section

The defined benefit section was closed to new members in
2000. Since 2012, the accrual of pension benefits has been
based on pensionable salary frozen at October 2012, rather
than final earnings. Those employees can also elect to receive
up to a 15% salary supplement or additional contributions to
the defined contribution section. The defined benefit section
now provides members with a retirement benefit of one
sixtieth or one eightieth (depending on the member’s chosen
contribution rate) of pensionable earnings at October 2012
for each year of pensionable service.

Lord Wolfson and a small number of senior employees, on
completion of at least 20 years’ pensionable service at age
65, receive a retirement benefit of two-thirds of pensionable
earningsatOctober2012, which accruesuniformly throughout
their pensionable service. The deferred pensions for Jane
Shields and Michael Law are based on their pensionable
earnings at the time they became deferred pensioners and
accrued uniformly throughout their pensionable service.

The defined benefit section provides a lump sum death in
service benefit and dependants’ pensions on death in service
or following retirement. In the case of ill-health retirement,
only the accrued pension is payable. All benefits are subject to
2013 Plan limits. Increases to pensions in payment are at the
discretion of the Trustee although pensionable service post
1997 is subject to limited price indexation. From 2006, sales
and profit related bonuses were excluded from pensionable
earnings and the normal retirement age under the Original
Plan was increased from 60 to 65. There are no additional
benefits payable to directors in the event of early retirement.

Members contribute 3% or 5% of pensionable earnings,
whilst the Company currently makes contributions at the rate
of 17.5%. The last full triennial actuarial valuation of the 2013
Plan was carried out as at 30 September 2016. As calculated in
accordance with International Financial Reporting Standards,
the net pension surplus at January 2017 was £62.9m. Further
details (including details of the full actuarial valuation) are
provided in Note 18 of the financial statements.
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Certain members (including Lord Wolfson) whose accrued or projected pension fund value exceeds their personal lifetime allowance
are provided with benefits through an unfunded, unapproved supplementary pension arrangement. The relevant members
contribute towards the additional cost of providing these benefits by a payment of 5% on all pensionable earnings to the 2013 Plan.
Since April 2011, where existing members have reached either the annual or lifetime pension contributions limits, the Company has
offered those members the choice of leaving the defined benefit section and either joining the defined contribution section (with an
enhanced Company contribution) or taking a salary supplement, in both cases equal to 10% or 15% of their salary (depending on
their existing contributions and benefits).

Directors’ shareholding and share interests (audited information)

Directors’ interests

As disclosed on page 61, during the year the Remuneration Committee increased the formal share ownership requirement
to 2 times salary for all executive directors (previously the Chief Executive’s minimum shareholding was 1.5 times salary and
for other executive directors 1 times salary). Details of the value of each executive director’s share ownership at the 2016/17
financial year end is provided on page 61.

Directors’ interests in shares (including those of their connected persons) at the beginning and end of the financial year were
as follows:

Deferred bonus

Ordinary shares shares’ LTIP? SMP? Sharesave?

2016 2016 2016 2016 2016
Lord Wolfson 1,518,184 1,515,136 5,180 10,932 71,127 81,189 9,204 9,204 364 364
Steve Barber 7,500 5,000 - - - - - - - —
John Barton 14,000 14,000 - - - - - - - -
Jonathan Bewes* 1,750 n/a - - - - - - - -
Caroline Goodall nil nil - - - - - - - -
Amanda James 17,107 14,192 - - 25,553 18,758 1,418 3,036 372 462
Michael Law 27,765 24,233 - - 36,605 32,739 2,468 2,468 163 163
Francis Salway 9,040 7,790 - - - - - - - -
Jane Shields 57,013 53,481 - - 36,605 32,739 2,466 2,466 369 348
Dame Thompson nil nil - - - - - - - -

1. Full details of the basis of allocation and terms of the deferred bonus are set out on page 64.

2. The LTIP and SMP amounts above are the maximum potential awards that may vest subject to performance conditions described on pages 65, 80 and 81.

3. Executive directors can participate in the Company’s Sharesave scheme (see details on page 67) and the amounts above are the options which will become
exercisable at maturity.

4. Jonathan Bewes joined the Board in October 2016.

There have been no other changes to directors’ interests in the shares of the Company from the end of the financial year
to 22 March 2017. Full details of directors’ interests in the shares and share options of the Company are contained in the
Register of Directors’ Interests which is open to inspection at the Company’s registered office.
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The table below shows share awards held by directors and movements during the year:

Market
Maximum Shares Maximum Market price on
receivable vested/ receivable  price at date of
atstart of Awarded exercised atend of award Option  vesting/
Date of financial during inthe  Options  financial date price  exercise Vesting date/
award year  the year year lapsed year £ £ £ Exercisable dates'
Lord Wolfson
Deferred bonus
shares Apr 2014 5,752 - 5,752 - - 63.35 n/a 53.25 Apr 2016
Apr 2015 5,180 - - - 5,180 71.75 n/a - Apr 2017
10,932 5,180
LTIP Mar 2013 19,492 - 15,009 4,483 - 37.39 Nil 56.35 Jan 2016
Sept 2013 15,720 - 9,5892 6,1312 - 46.36 Nil 50.40 Jul 2016
Mar 2014 13,1872 - - - 13,187 56.37 Nil - Jan 2017
Sept 2014 11,421 - - - 11,421 65.09 Nil - Jul 2017
Mar 2015 11,263 - - - 11,263 66.66 Nil - Jan 2018
Sept 2015 10,106 - - - 10,106 74.29 Nil - Jul 2018
Mar 2016 - 10,360 - - 10,360 73.923 Nil - Jan 2019
Sept 2016 - 14,790 - - 14,790 51.78° Nil - Jul 2019
81,189 71,127
SMP Apr 2013 9,204 - - - 9,204 43.81 Nil - Apr 2016-Apr 2023
Sharesave Oct 2013 364 - - - 364 - 41.12 - Dec 2018-Jun 2019
Amanda James
LTIP Mar 2013 2,783 - 2,143 640 - 37.39 Nil 56.35 Jan 2016
Sept 2013 2,244 - 1,3692 8752 - 46.36 Nil 50.40 Jul 2016
Mar 2014 2,3422 - - - 2,342 56.37 Nil - Jan 2017
Sept 2014 2,765 - - - 2,765 65.09 Nil - Jul 2017
Mar 2015 4,545 - - - 4,545 66.66 Nil - Jan 2018
Sept 2015 4,079 - - - 4,079 74.29 Nil - Jul 2018
Mar 2016 - 4,870 - - 4,870 73.923 Nil - Jan 2019
Sept 2016 - 6,952 - - 6,952 51.78° Nil - Jul 2019
18,758 25,553
SMP Apr 2013 1,618 - 1,618 - - 43.81 Nil 52.50 Apr 2016-Apr 2023
May 2014 1,418 - - - 1,418 66.50 Nil - May 2017-May 2024
3,036 1,418
Sharesave Oct 2011 198 - 198 - - - 20.84 48.77 Dec 2016-Jun 2017
Oct 2013 264 - - - 264 - 41.12 - Dec 2018-Jun 2019
Oct 2016 - 108 - - 108 - 38.25 - Dec 2021-Jun 2022
462 372
Michael Law
LTIP Mar 2013 4,814 - 3,707 1,107 - 37.39 Nil 56.35 Jan 2016
Sept 2013 4,853 - 2,9602 1,8932 - 46.36 Nil 50.40 Jul 2016
Mar 2014 5,4282 - - - 5,428 56.37 Nil - Jan 2017
Sept 2014 6,145 - - - 6,145 65.09 Nil - Jul 2017
Mar 2015 6,061 - - - 6,061 66.66 Nil - Jan 2018
Sept 2015 5,438 - - - 5,438 74.29 Nil - Jul 2018
Mar 2016 - 5,575 - - 5575 73.923 Nil - Jan 2019
Sept 2016 - 7,958 - - 7,958 51.78° Nil - Jul 2019
32,739 36,605
SMP Apr 2013 2,468 - - - 2,468 43.81 Nil - Apr 2016-Apr 2023
2,468 2,468
Sharesave Oct 2014 163 - - - 163 - 54.92 - Dec 2017-Jun 2018
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Market

Maximum Shares Maximum Market price on
receivable vested/ receivable  price at date of
atstart of Awarded exercised atend of award Option  vesting/
Date of financial during inthe  Options  financial date price  exercise Vesting date/
award year  the year year lapsed year £ £ £ Exercisable dates'
Jane Shields
LTIP Mar 2013 4,814 - 3,707 1,107 - 37.39 Nil 56.35 Jan 2016
Sept 2013 4,853 - 2,9602 1,8932 - 46.36 Nil 50.40 Jul 2016
Mar 2014 5,4282 - - - 5,428 56.37 Nil - Jan 2017
Sept 2014 6,145 - - - 6,145 65.09 Nil - Jul 2017
Mar 2015 6,061 - - - 6,061 66.66 Nil - Jan 2018
Sept 2015 5,438 - - - 5,438 74.29 Nil - Jul 2018
Mar 2016 - 5,575 - - 5,575 73.923 Nil - Jan 2019
Sept 2016 - 7,958 - - 7,958 51.78° Nil - Jul 2019
32,739 36,605
SMP Apr 2013 2,466 - - - 2,466 43.81 Nil - Apr 2016-Apr 2023
2,466 2,466
Sharesave Oct 2013 299 - - - 299 - 41.12 - Dec 2018-Jun 2019
Oct 2014 49 - - 49 - - 54.92 - Dec 2019-Jun 2020
Oct 2016 - 70 - - 70 - 38.25 - Dec 2021-Jun 2022
348 369

1. For LTIP awards, the date in this column is the end of the three year performance period. Actual vesting will be the date on which the Committee determines

whether any Performance Conditions have been satisfied, or shortly thereafter.
2. See page 75 for details of the performance conditions and vesting levels applicable to the LTIP schemes with performance periods ending in the year.

3. The LTIP price at award date is NEXT's average share price over the three months prior to the start of the performance period.
4. Within the above table, all awards are subject to performance conditions except for Sharesave options and Deferred Bonus Shares. From 2014 onwards,
LTIP awards granted to executive directors which vest must be taken in shares and the net shares (after payment of tax and NIC) must be held for a minimum

period of two further years.

nextplc.co.uk
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The aggregate gains of directors arising from the exercise of options granted under the SMP, Sharesave and LTIP that vested
in the year totalled £2,325,000 (2015/16: £5,939,000).

Scheme interests awarded during the financial year ended January
2017 (audited information)

LTIP
Face value In respect of the LTIP awards granted during the year 2016/17, the maximum “face value” of
awards (i.e. the maximum number of shares that would vest if all performance measures are met
multiplied by the average share price used to determine the award) is summarised below:
Mar 2016 Sep 2016 Total
£000 £000 £000
Lord Wolfson 766 766 1,532
Amanda James 360 360 720
Michael Law 412 412 824
Jane Shields 412 412 824
Vesting if minimum 20% of the entitlement will be earned for relative TSR at median. Full vesting requires relative TSR
performance achieved  at upper quintile.
Performance period March 2016 grant: three years to January 2019.

September 2016 grant: three years to July 2019.

Performance measures  The LTIP performance measures are detailed on page 65. The companies in the TSR comparator
group for awards granted during the financial year are:

ASOS Dunelm Marks & Spencer Supergroup
B&M European Value Retail* Halfords Morrisons Ted Baker
Burberry Home Retail Group*  Mothercare Tesco
Carpetright J Sainsbury N Brown W H Smith
Debenhams JD Sports Pets at Home*

Dixons Carphone Kingfisher Poundland*

* Following the delisting of Home Retail Group and Poundland in September 2016, B&M European Value Retail and
Pets at Home replaced these companies in the comparator group for the September 2016 LTIP grant.

Deferred bonus

In addition to the scheme interests detailed above, any annual bonus in excess of 100% of base salary payable to the Chief
Executive is payable in shares, deferred for a period of two years and subject to forfeiture if he voluntarily resigns prior to the
end of that period. No 2016/17 annual bonus was earned.

Performance targets for outstanding awards

Summarised below are the performance targets for all outstanding awards made under the LTIP and SMP schemes:

LTIP

Details of potential awards granted to executive directors for outstanding performance periods are as follows:

Maximum potential award granted (% of base salary)

Three year performance periods Jane Shields &
commencing Lord Wolfson Amanda James Michael Law
August 2014 100% 60% 100%
February 2015 and August 2015 100% 100% 100%
February 2016 and August 2016 100% 100% 100%
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Details of the comparator group for the LTIP three year performance periods commencing February 2016 and August 2016
are shown on the previous page. The comparator group for the performance periods commencing in August 2013, February
2014, August 2014, February 2015 and August 2015 is the same as for the March 2016 LTIP grant. However, for performance
periods commencing August 2013 and February 2014, Poundland was not included in the comparator group.

Following the acquisition by J Sainsbury of Home Retail Group in September 2016, Home Retail Group was delisted from
the London Stock Exchange. For the LTIP grants prior to that time, J Sainsbury and Home Retail Group will continue as two
separate entries with their relative TSRs being measured on pre (independent) and post (identical) takeover performance
over each performance period.

Poundland was also delisted following its acquisition in September 2016. For the LTIP grants prior to that time which
included Poundland in the comparator group, from September 2016, the relative TSR of B&M European Value Retail replaces
that of Poundland.

Following the merger of Carphone Warehouse and Dixons Retail in August 2014, for LTIP grants prior to that time, Carphone
Warehouse and Dixons continued as two entries and their relative TSRs were measured on a pre (independent) and post
(identical) merger performance over each performance period.

SMP (legacy only)

While the Committee decided in 2014 that executive directors should no longer participate in the SMP, legacy awards will
run their course. The SMP remains open to a small number of senior executives below Board level.

Vesting of awards is dependent solely on achieving the underlying fully diluted post-tax EPS targets detailed below. Under the
formulae, a notional adjustment is made to actual EPS achieved for special dividends, on the basis that the cash distributed
had instead been used to purchase shares at the prevailing share price on the day of the special dividend payment.

Required underlying fully diluted EPS (pence)
Date of grant For 0.5:1 match For 1:1 match For 2:1 match  2016/17 actual
May 2014 388.8 409.6 451.2 426.2*

These targets require a minimum three year growth in EPS of 12% before any shares vest and a maximum award is only
achieved if EPS growth reaches 30% over three years. The effective matching ratio will be calculated on a straight line basis
for EPS falling between each of the threshold points. The same EPS growth performance targets and matching ratios were
also set for the April 2015 and May 2016 SMPs (which were not granted to executive directors, although those executives
who subsequently joined the Board retain awards granted prior to their joining the Board). Details of the calculation of fully
diluted EPS are provided in Note 8 of the financial statements.

* The growth in underlying fully diluted EPS for the 2014 SMP performance period was 23%. After adjustment for special dividends, this increased to 29% and
therefore 96% of the maximum 2014 SMP award will vest in May 2017, subject to continued employment of participants.

Payments to past directors (audited information)

David Keens stepped down from the Board on 1 April 2015 and retired from the business in May 2015. He received no
compensation payments in lieu of notice or otherwise. During the financial year 2016/17 and in relation to two LTIP awards
which vested after he retired, David Keens received shares valued at £438k as at the dates of vesting. In April 2016 he
exercised his award under the 2013 SMP and he received shares valued at £244k at that date. As a ‘good leaver’, his
entitlement to these LTIP and SMP awards was time pro-rated proportionately to his actual period of service. He has no
further outstanding LTIP and SMP awards.

Andrew Varley stepped down from the Board in May 2013 and continued in his role as Group Property Director until he
retired in May 2014. Again, he received no compensation payments in lieu of notice or otherwise. During the financial year
2016/17 he was paid £11%k in relation to an LTIP award which vested. As a ‘good leaver’, his LTIP entitlement was time pro-
rated proportionately to his actual period of service. He has no further outstanding LTIP and SMP awards.

There were no other payments made to past directors.
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Payments for loss of office (audited information)

There were no payments made to any director in respect of loss of office.

Performance and CEO remuneration comparison

Performance graph

The graph below illustrates the TSR performance of the Company when compared with the FTSE All Share and FTSE General
Retailers indices. These have been selected to illustrate the Company’s total shareholder return performance against a wide
UK index and a sector specific index for the eight year period ended January 2017.

NEXT plc performance chart 2009-2017 Total Shareholder Return
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Analysis of Chief Executive’s pay over 8 years

The table below sets out the remuneration for Lord Wolfson who has been the Chief Executive throughout this period.

Financial year to

January 2010 2011 2012 2013 2014 2015 2016 2017
Single figure of total 2,833 3,010 4,106 4,630 4,646 4,660 4,295 1,842
remuneration £000
Annual bonus pay- 100% 100% 72% 99% 100% 100% 45% 0%
out against maximum
opportunity’
LTIP pay-out against 100% 65% Two semi- Two semi- Two semi- Two semi- Two semi- Two semi-
maximum opportunity? annual awards annual awards ~ annual awards annual awards annual annual
vested at vested at vested at vested at awards awards
100% and 96% and  100% each, 100% each, vested at vested at
83%, however 98%, however however however 76% and 61% and
total value  total value  total value  total value 77% 20%
cappedat  cappedat cappedat  capped at
£2.5m £2.5m £2.5m £2.5m
SMP pay-out against n/a n/a n/a  Entitlement  Entitlement Did not 100% n/a
maximum opportunity waived? waived®  participate
in 2012-15
SMP

1. The maximum bonus for the Chief Executive is 150% of salary.

2. The first of semi-annual, rather than annual, awards vested in July 2011.

3. Lord Wolfson waived his entitlement to SMP awards in these years. Had he not done so, his total remuneration would have been £8,947k for the financial
year to January 2014 and £7,601k for the financial year to January 2013.
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Change in remuneration of Chief Executive

The table below shows the percentage changes in Lord Wolfson’s remuneration (i.e. salary, taxable benefits and annual
bonus) between 2015/16 and 2016/17 compared with the percentage changes in the average of each of those components

of pay for Group employees in the UK and Eire. This group has been selected as the most appropriate comparator and 1)
represents over 87% of the Group's workforce. g
Annual Taxable §
Salary bonus benefits 3
% change % change % change
Lord Wolfson +2.0% -100.0% +0.2%
UK/Eire Employees (average per FTE) +3.5% -32.8% +11.1%

Relative importance of spend on pay

The graph below illustrates for the years 2016/17 and 2015/16 the relative and actual spend on total remuneration paid to all
employees of the Group together with other significant distributions and payments (i.e. for share buybacks/special dividends
and ordinary dividends).

All employee remuneration compared with other disbursements

£594.6m £600.6m

W 2016717
2015/16
£491.3m
£275.9m
£88.3m
£340.6
Special Specialm £225.8m £226.9m

dividends [KRRSIN

£187.6m £150.7m
GIVEE S Buybacks

Total wages and salaries Buybacks and Ordinary
special dividends dividends

Dilution of share capital by employee share plans

The Company monitors and complies with dilution limits in its various share scheme rules and has not issued a significant
number of new or treasury shares in satisfaction of share schemes in the last 10 years. Share-based incentives are in most
cases satisfied from shares purchased and held by the ESOT (refer to Note 23 of the financial statements).
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Consideration of matters relating to directors’ remuneration

Remuneration Committee
During the year the Committee comprised the following independent non-executive directors:

Caroline Goodall (Committee Chairman)
Steve Barber

John Barton

Jonathan Bewes (from October 2016)
Francis Salway

Dame Dianne Thompson

The Committee met seven times during the year under review and all meetings were fully attended.

Role of Remuneration Committee

The Committee determines the remuneration of the Group’s Chairman and executive directors, and reviews that of senior
executives. It is also responsible for determining the targets for performance-related pay schemes, approves any award of
the Company’s shares under share option or incentive schemes to employees, and oversees any major changes in employee
benefit structures. The Committee members have no conflicts of interest arising from cross-directorships and no director is
permitted to be involved in any decisions as to his or her own remuneration. The remuneration of non-executive directors
is decided by the Chairman and executive directors of the Board. The Committee’s terms of reference are available on the
Company'’s website (www.nextplc.co.uk) or on request from the Company Secretary.

Assistance to the Committee

During the period the Committee received input from the Chief Executive and the Group Finance Director. Aon Hewitt Ltd
and FIT Remuneration Consultants LLP (FIT) also provided independent external advice, including updates on legislative
requirements, best practice, and other matters of a technical nature and related to share plans.

Aon Hewitt and FIT have no other connection with the Company and were appointed by the Committee based on their
expertise in the relevant areas of interest. Based on the nature of the advice, the relatively small fees and no other connection
existing with these advisers, the Committee was satisfied that the advice received was objective and independent. Aon Hewitt
and FIT are members of the Remuneration Consultants Group, the body that oversees the Code of Conduct in relation to
executive remuneration consulting in the UK, and have confirmed to us that they adhere to its Code. PricewaterhouseCoopers
LLP (PwC) provided independent verification services of total shareholder returns for NEXT and the comparator group of
companies under the LTIP and other technical assistance.

During the year Aon Hewitt, FIT and PwC were each paid less than £26k for the services described above, charged at their
standard hourly rates.

Voting outcomes at general meetings

% of
% Votes %  Total votes shares on Votes
Votes for for against against cast register  withheld
To approve the
Remuneration Policy 2014 AGM 100,456,860 97.9 2,132,633 2.1 102,589,493 66.2 672,096
To approve
the 2015/16
Remuneration Report 2016 AGM 102,705,670  97.6 2,558,066 2.4 105,263,736 70.4 56,641
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Service contracts

Executive directors

The Company’s policy on notice periods and in relation to termination payments is set out in the policy table on page
67. Apart from their service contracts, no director has had any material interest in any contract with the Company or its
subsidiaries.

22UBUIBAOD)

Non-executive directors

Letters of appointment for the Chairman and non-executive directors do not contain fixed term periods; however, they are
appointed in the expectation that they will serve for a minimum of six years, subject to satisfactory performance and re-
election at Annual General Meetings.

Dates of appointment and notice periods for directors are set out below:

Notice period Notice period
Date of appointment where given by the where given by the
to the Board Company employee
Chairman
John Barton 15 February 2002* 12 months 6 months
Deputy Chairman/Chairman Designate
Michael Roney 14 February 2017 12 months 6 months
Executive directors
Lord Wolfson 3 February 1997 12 months 6 months
Amanda James 1 April 2015 12 months 6 months
Michael Law 1 July 2013 12 months 6 months
Jane Shields 1 July 2013 12 months 6 months
Non-executive directors
Steve Barber 1 June 2007 1 month 1 month
Jonathan Bewes 3 October 2016 1 month 1 month
Caroline Goodall 1 January 2013 1 month 1 month
Francis Salway 1 June 2010 1 month 1 month
Dame Dianne Thompson 1 January 2015 1 month 1 month

* Appointed Chairman 17 May 2006

On behalf of the Board

Cﬂ.ria.. l{:-:_.i;? Glg—ﬂ oA,

Chairman of the Remuneration Committee
23 March 2017
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Independent Auditor’s Report
to the Members of NEXT plc

What we have audited

We have audited the financial statements of NEXT plc for the 52 week period ended 28 January 2017 which comprise:

Group Parent company
Consolidated Balance Sheet Balance Sheet
Consolidated Income Statement

Consolidated Statement of Comprehensive Income

Consolidated Statement of Changes in Equity Statement of Changes in Equity
Consolidated Cash Flow Statement
Group Accounting Policies and related Related notes C1 to Cé to the financial statements

notes 1 to 30 to the Consolidated financial statements

The financial reporting framework that has been applied in the preparation of the Group financial statements is applicable
law and International Financial Reporting Standards (IFRSs) as adopted by the European Union. The financial reporting
framework that has been applied in the preparation of the Parent Company financial statements is United Kingdom
Accounting Standards comprising FRS101 “Reduced Disclosure Framework”, and applicable law (United Kingdom Generally
Accepted Accounting Practice); and.

Our opinion on the financial statements
In our opinion:

e the financial statements give a true and fair view of the state of the Group’s and of the Parent Company’s affairs as at
28 January 2017 and of the Group's profit for the 52 week period then ended;

e the Group financial statements have been properly prepared in accordance with IFRSs as adopted by the European Union;

e the Parent Company financial statements have been properly prepared in accordance with United Kingdom Accounting
Standards comprising FRS101 “Reduced Disclosure Framework”, and applicable law (United Kingdom Generally Accepted
Accounting Practice); and

e the financial statements have been prepared in accordance with the requirements of the Companies Act 2006 and, as
regards the Group financial statements, Article 4 of the IAS Regulation.

Overview of our audit approach

~
e Overall Group materiality of £40m (2016: £40m) which represents approximately 5% (2016: 5%)
of profit before tax.
- * Any audit differences in excess of £2m (2016: £2m) are reported to the Audit Committee.
Materiality )

~

* We performed an audit of the complete financial information of 3 (2016: 3) full scope components
and audit procedures in respect of 3 (2016: 3) specific scope components.
* The full and specific scope components accounted for 99% of each of profit before tax (the

Audit Scope measure used to calculate materiality), external revenue and of total assets. y
e Under / over allowance for doubtful directory debt. )
e Determination of the net realisable value of inventory.
¢ The valuation of derivatives which hedge foreign exchange and interest rate fluctuations.
SIS e et © Management override of internal controls with regard to key estimates and other provisions
misstatement for returns and properties. )
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The scope of an audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or error.
This includes an assessment of: whether the accounting policies are appropriate to the Group's and the Parent Company’s
circumstances and have been consistently applied and adequately disclosed; the reasonableness of significant accounting
estimates made by the directors; and the overall presentation of the financial statements. In addition, we read all the
financial and non-financial information in the Annual Report and Accounts to identify material inconsistencies with the
audited financial statements and to identify any information that is apparently materially incorrect based on, or materially
inconsistent with, the knowledge acquired by us in the course of performing the audit. If we become aware of any apparent
material misstatements or inconsistencies we consider the implications for our report.

Our application of materiality

We apply the concept of materiality both in planning and performing the audit, and in evaluating the effect of identified
misstatements on the audit and in forming our audit opinion.

Materiality

The magnitude of an omission or misstatement that, individually or in the aggregate, could reasonably be expected to
influence the economic decisions of the users of the financial statements. Materiality provides a basis for determining the
nature and extent of our audit procedures. (ISA 320)

We determined Group materiality to be £40m (2016: £40m), which is approximately 5% (2016: 5%) of profit before tax. The
basis for Group materiality is normally underlying profit before tax, but in the current period this is equivalent to profit before
tax as there are no exceptional items. The rationale for using underlying profit before tax as our basis for materiality is that
it provides a consistent period on period approach, excluding one off gains or losses which can be significant compared to
underlying trading performance.

Performance materiality

The application of materiality at the individual account or balance T"'e’ancefsr potential
. . uncorrecte
level. It is set at an amount to reduce to an appropriately low level misstatements 25%

the probability that the aggregate of uncorrected and undetected
misstatements exceeds materiality. (ISA 320)

On the basis of our risk assessments, together with our assessment

of the Group’s overall control environment, our judgement was that

performance Group materiality should be set at 75% (2016: 75%) of

Group materiality, the top end of ourrange, namely £30m (2016: £30m); Izﬁ;:gifdor potential Materiality £40m
although we reduce our testing threshold in areas of significant risk to misstatements 75%

appropriately reflect our assessment of risk of material misstatement

and focus on the key judgements and estimates.

The audits of the full and specific scope entities are performed at a performance materiality level calculated by reference
to a proportion of the Group performance materiality of £30m (2016: £30m) appropriate to the relative scale and risk of the
business concerned. NEXT Retail Limited was allocated £24m (2016: £24m) equating to 80% of the Group performance
materiality. In the current period the range of performance materiality allocated to the other components was £6m (2016:
£6m) to £9m (2016: £9m) equating to 20% to 30% of Group performance materiality.

Reporting threshold
An amount below which identified misstatements are considered as being clearly trivial. (ISA 450)

We agreed with the Audit Committee that we would report to them all uncorrected audit differences in excess of £2m
(2016: £2m), which is set at 5% of Group materiality, as well as differences below that threshold that, in our view, warranted
reporting on qualitative grounds.

We evaluate any uncorrected misstatements against both the quantitative measures of Group materiality discussed above
and in light of other relevant qualitative considerations in forming our opinion.
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Independent Auditor’s Report
to the Members of NEXT plc

Scope of our audit for the 52 week period ended 28 January 2017

Tailoring the scope

Our assessment of audit risk, our evaluation of Group materiality and our allocation of Group performance materiality
determine the audit scope for each component within the Group. Taken together, this enables us to form an opinion on the
financial statements. We take account of size, risk profile, the organisation of the Group and effectiveness of Group-wide
controls, changes in the business environment and other factors such as recent internal audit results when assessing the level
of work to be performed at each component.

After assessing the risk of material misstatement to the Group financial statements, we ensured we had adequate quantitative
coverage of significant accounts in the financial statements. Of the 25 (2016: 25) reporting components of the Group, we
selected 6 (2016: 6) components covering 5 (2016: 5) entities within the UK and one (2016: one) in Hong Kong, which
represent the principal business units within the Group.

2016
Underlying
profit External Total

No. before tax revenue assets Notes
Full scope 3 86.3% 97.0% 92.9% 3 85.5%  97.7%  92.1% 1
Specific scope 3] 13.3% 2.0% 6.0% 3 14.1% 1.7% 7.0% 2
Full and specific scope
coverage 6 99.6% 99.0% 98.9% 6 99.6% 99.4% 99.1%
Remaining components 19 0.4% 1.0% 1.1% 19 0.4% 0.6% 0.9% 3
Total reporting
components 25 100.0% 100.0% 100.0% 25 100.0% 100.0% 100.0% 4

Notes:

1. Full scope components selected being NEXT plc, NEXT Holdings Limited (formerly named NEXT Group plc) and NEXT Retail Limited were selected based
on their size and risk characteristics. We performed an audit of the complete financial information of these full scope components. NEXT Retail Limited
which includes the Retail and Directory Businesses accounts for more than 92% (2016: 90%) of underlying profit before tax, 96% (2016: 97%) of external
revenue and 76% (2016: 78%) of total assets.

2. Specific scope components comprise NEXT Distribution Limited, Lipsy Limited and NEXT Sourcing Limited. We performed audit procedures on specific
accounts within these components that we considered had the potential for the greatest impact on the significant accounts in the Group financial statements,
either because of the size of these accounts or their risk profile.

3. These entities are subject to overall analytical review procedures to respond to any potential risks of material misstatement to the Group financial statements.
Although not relied upon for the purpose of this opinion, the majority of the remaining components have to prepare statutory accounts which are audited
by EY member firms.

4. For the elimination adjustments posted in the Group consolidation, we performed procedures to confirm there were no significant risks of material
misstatement in the Group financial statements including the testing of consolidation journals and intercompany eliminations.

Involvement with component teams

In establishing our overall approach to the Group audit, we (the Primary team) determined the type of work that needed to
be undertaken at each of the components by us, as the Primary audit team, or by component auditors from other EY global
network firms operating under our instruction. All full and specific scope component audit procedures were performed
directly by the Primary audit team other than for NEXT Sourcing Limited where the work was performed by EY Hong
Kong. We determined the appropriate level of involvement in the audit of each component to enable us to determine that
sufficient audit evidence had been obtained as a basis for our opinion on the Group as a whole.

During the current period’s audit cycle, meetings with EY Hong Kong were chaired by senior members of the Primary audit
team and a face to face meeting was held with NEXT Sourcing management. The meetings included our attendance at the
team planning meeting and closing meeting with local management. We discussed their risk assessment, audit approach
and results of the audit. The Primary audit team also interacted regularly with the component audit team throughout the
course of the audit, and were responsible for the scope and direction of the audit process. This, together with the additional
procedures performed at Group level, gave us appropriate evidence for our opinion on the Group financial statements.
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Our assessment of the risks of material misstatement

We identified the risks of material misstatement described below as those that had the greatest effect on our overall audit
strategy, the allocation of resources in the audit and the direction of the efforts of the audit team. In addressing these risks,
we have performed the procedures below which were designed in the context of the financial statements as a whole and,
consequently, we do not express any opinion on these individual areas.

Under / over allowance for doubtful directory debt
("Allowance’)

Management has recorded an Allowance of £137.5m
(2016: £162.5m). Where a loss event has been deemed
to have occurred, historical default rates and credit
score information is used to determine the extent to
which a loss event will result in an actual loss for the
Group.

This is a significant estimate within the Group financial
statements relating to a gross debtor balance of
£1,139.3m (2016: £1,094.1m).

Whilst the Allowance is calculated using a combination
of internally and externally sourced information there is
significant judgement in determining the assumptions.

Key assumptions:

1. How indicators of impairment (or ‘loss events’)
are identified;

2. The default rates representing the likelihood
of eventual default for debt within each risk/
ageing category of the debtor book; and

3. The recovery rate for debt that has defaulted
and has been passed to debt collection
agencies.

The impact of reductions to the minimum payment
amounts and the change in arrears stage risk
categorisation (to meet Financial Conduct Authority
requirements) in the prior period gave rise to a further
increase in the gross debtor balance in the current
period, and there is still a lack of comparability of
default and recovery rates with historic trends. As a
result estimation uncertainty remains high and the
level of risk in the Allowance is consistent with the
prior period.

See also the Strategic Report Risks and Uncertainties
(page 34); Audit Committee Report (page 55);
Accounting policies (pages 101); and Note 11 of the
Consolidated Financial Statements (page 119).

We performed audit procedures which covered 100% of the
provision balance.

* We considered current customer payment behaviour patterns,
the debt profile and the consequent implications for the
Allowance.

* We confirmed no changes have been made to the underlying
principles within the Allowance model.

e We challenged the reasonableness of the key assumptions
in determining management’s Allowance as follows:

1. We assessed the appropriateness of the definition of
a loss event and the method used by management to
identify impacted debts/loss events;

2. We recalculated the historical default rates for each
risk category of customer by comparing prior period
customer balances and actual default during the last
period, as support for the assumed default rates; and

3. We compared the assumed recovery rates for debts
passed to debt collection agencies to historical
recovery rates and current performance.

* We tested management’s categorisation of the debtor
book by stage of arrears based on whether payments
have been made in accordance with “the NEXT terms and
conditions” for Directory accounts. We also compared
the credit score data, used by management to further
categorise the debtor book, to third-party data source
information.

e We tested the arithmetical accuracy of the Allowance
based on management’s assumptions in respect of default
and recovery rates.

e We performed a retrospective review of the prior period
Allowance compared with current period outcomes.

The Allowance for
impaired directory
debts of £137.5m
(2016: £162.5m)

is sensitive to the
key assumptions
resulting in high
levels of estimation
uncertainty.

We have determined
our own acceptable
range for the
Allowance based on
our assessment of
these assumptions
and stress testing.

The Allowance
remains consistently
conservative,

but within this
acceptable range.
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Independent Auditor's Report
to the Members of NEXT plc

Determination of the net realisable values of
inventories

The inventories balance at the period end £451.1m
(2016: £486.5m), is held at the lower of cost and
net realisable value and is significant to the overall
Balance Sheet.

The write down to net realisable value ("Write Down’)
is calculated using forecast sales patterns based on
historical data. Changes in trading require significant
judgement when determining the Write Down
assumptions to be used.

Key assumptions:

1. The forecast sell through rate to identify
expected clearance stock; and

2. The forecast cash recovery rates on sale of
clearance stock.

We consider the level of risk in this Write Down to be
consistent with previous periods.

See also the Audit Committee Report (page 55);
Accounting policies (pages 101); and Balance Sheet
(page 98).

e We understood the nature of and rationale for the changes
made to the model during the period and ensured this was
appropriate.

e We challenged:

1. The appropriateness of the sell through rate assumption
applied in the Write Down to ensure it reflects both
historic and current experience of customer buying
patterns; and

2. The cash recovery assumption applied by management
in the model with reference to historical and current
experience.

* We evaluated the outturn of actual cash recovery for
inventories sold after the period end and compared this to
management’s assumptions used.

* We tested a sample of stock items categorised by season,
to confirm the integrity of the categorisation of stock used
in the Write Down calculation.

e We tested the integrity of the underlying model which
calculates the Write Down by interrogating the clerical
accuracy of the formulas used.

e We performed a retrospective review of the prior period
Write Down based on current period outcomes for sell
through and recovery rates.

We consider

the valuation of
inventory continues
to be conservative
and not materially
misstated based
on our assessment
of management's
assumptions and
the Write Down
model they have

applied.

Valuation of derivatives

The nature of the business is such that there is
exposure to foreign currency receipts and purchases.
The Group's hedging strategy to manage this risk is
such that at any point in time there is a significant
value of outstanding derivatives, which are marked to
market and whose values are estimated based upon
market inputs, rather than being directly observable
market values.

We consider the level of risk in this valuation to have
increased in the current period due to high level of
foreign exchange rate fluctuations.

Refer to the Strategic Report Risks and Uncertainties
(page 34); Audit Committee Report (page 55);
Accounting policies (pages 101); and Note 25 of
the Consolidated Financial Statements (page 135)

summarises the instruments held.

e We

e We agreed individual derivative fair values to counterparty

valuation statements obtained by management.

e We selected a sample of derivatives for valuation testing.

This sample covered each instrument, and counterparty
combinations for each type of instrument.

e The Primary audit team was supported by EY derivative

valuation specialists who independently valued the
sample in order to challenge the reasonableness of the
counterparty valuations used by the Group.

evaluated the associated financial statement
disclosures for appropriateness and completeness.

We consider

the valuation

of derivatives
assets of £91.3m
(2016: £95.9m)
and derivative
liabilities of £19.7m
(2016: £15.2m) are
appropriate.
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Management override of internal controls with
regard to estimates and provisions for returns and
property.

Other than inventory and directory debtors dealt

with separately, these primarily relate to property
related and returns provisions.

e |n addition to the risks disclosed above, we focused on

accruals and provisions of a judgemental nature and therefore
capable of being manipulated through management override
such as returns, onerous lease and dilapidations provisions.

e We inquired of management regarding the risks of fraud,

the controls put in place to address those risks and
consideration of the effectiveness of those controls.

e For material items we re-performed the calculation of the

accrual to test arithmetical accuracy.

e We understood the basis for these accruals and provisions

in order to assess the appropriateness of management'’s
underlying assumptions.

* We compared these assumptions to outcomes subsequent

to period end where available. Where subsequent outcomes
were not available to assess their accuracy, we considered
the appropriateness of management’s prior period estimates
against historical outcomes.

e We performed targeted journal entry testing focussed on

journal entries which we considered to be higher risk.

* Inaccordance with ISA 420 we inquired of internal audit of

their procedures to detect fraud including whistleblowing
and anti-bribery logs. We have assessed that management
have satisfactorily responded to any findings from those
procedures.

We concluded that
the key judgements
and estimates were
conservative and
consistent with

the prior period.
Therefore, we

did not identify
evidence of

bias indicating
management

override of controls.

We assessed the design and operating effectiveness of the controls management performs over each of the risks. However,
we did not rely on these controls to form our conclusion on those risks.

The above risks are the same as in the prior period. Revenue recognition risk, being a significant risk prescribed by ISAs (UK
and Ireland), is not included above, as it was not an area of greatest audit effort, allocation of resources, or senior executive

time.
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Independent Auditor’s Report
to the Members of NEXT plc

Our opinion on other matters prescribed by the Companies Act 2006

In our opinion:

e the part of the Directors’ Remuneration Report to be audited has been properly prepared in accordance with the Companies
Act 2006; and

e we identified no material misstatements in the Strategic Report or Directors’ Report in light of the knowledge and
understanding of the Group and its environment obtained in the course of the audit; and

¢ based on the work undertaken in the course of the audit:

— the information given in the Strategic Report and the Directors’ Report for the financial period for which the financial
statements are prepared is consistent with the financial statements; and

— the Strategic Report and the Directors’ Report have been prepared in accordance with applicable legal requirements.

Matters on which we are required to report by exception

ISAs (UK We are required to report to you if, in our opinion, financial and non-financial | We have no
and Ireland) information in the Annual Report and Accounts is: exceptions to
reporting e materially inconsistent with the information in the audited financial statements; report.

or

e apparently materially incorrect based on, or materially inconsistent with, our
knowledge of the Group acquired in the course of performing our audit; or

e otherwise misleading.
In particular, we are required to report to you if:

® in our opinion, the Annual Report and Accounts does not appropriately address
those matters that we communicated to the Audit Committee which we consider
should have been disclosed; or

e we have identified any inconsistencies between:
— our knowledge acquired in the course of performing the audit; and

— the directors’ statement that they consider the Annual Report and Accounts
taken as a whole is fair, balanced and understandable and provides the
information necessary for shareholders to assess the Group's performance,
business model and strategy.

Companies Act We are required to report to you if, in our opinion: We have no
2006 reporting * adequate accounting records have not been kept by the Parent Company, or | €xceptions to
returns adequate for our audit have not been received from branches not visited | r€Port.
by us; or
e the Parent Company financial statements and the part of the Directors’
Remuneration Report to be audited are not in agreement with the accounting
records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or
* we have not received all the information and explanations we require for our
audit.
Listing Rules We are required to review: We have no
revie.w e the directors’ statements in relation to going concern, set out on page 56, and exceptions to
requirements longer-term viability, set out on page 35; and report.

e the part of the Corporate Governance Statement relating to the Company’s
compliance with the provisions of the UK Corporate Governance Code specified
for our review.
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Statement on the directors’ assessment of the principal risks that
would threaten the solvency or liquidity of the Group

ISAs (UK We are required to give a statement as to whether we have anything material to | We have
and Ireland) add or to draw attention to in relation to: nothing
reporting material to

e the directors’ confirmation in the Annual Report and Accounts that they have
carried out a robust assessment of the principal risks facing the Group, including
those that would threaten its business model, future performance, solvency or
liquidity;

add or to draw
attention to.

e the disclosures in the Annual Report and Accounts that describe those risks and
explain how they are being managed or mitigated;

e the directors’ statement in the financial statements about whether they considered
it appropriate to adopt the going concern basis of accounting in preparing
them, and their identification of any material uncertainties to the Group's ability
to continue to do so over a period of at least twelve months from the date of
approval of the financial statements; and

e the directors’ explanation in the Annual Report and Accounts as to how they
have assessed the prospects of the Group, over what period they have done
so and why they consider that period to be appropriate; and their statement
as to whether they have a reasonable expectation that the Group will be able
to continue in operation and meet its liabilities as they fall due over the period
of their assessment, including any related disclosures drawing attention to any
necessary qualifications or assumptions.

Respective responsibilities of directors and auditor

As explained more fully in the Directors’ Responsibilities Statement set out on page 47, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view. Our responsibility is to audit
and express an opinion on the Group financial statements in accordance with applicable law and International Standards on
Auditing (UK and Ireland). Those standards require us to comply with the Auditing Practices Board's Ethical Standards for
Auditors.

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

Lol };:.,j LLP

(Senior statutory auditor)
for and on behalf of Ernst & Young LLP, Statutory Auditor
Birmingham
23 March 2017

Notes:

1. The maintenance and integrity of the NEXT plc web site is the responsibility of the directors; the work carried out by the auditors does not involve
consideration of these matters and, accordingly, the auditors accept no responsibility for any changes that may have occurred to the financial statements
since they were initially presented on the web site.

2. Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in other jurisdictions.
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NeXC plc

53 weeks to

30 January
2016
Notes fm
Continuing operations
Revenue 1,2 4,097.3 4,176.9
Cost of sales (2,710.7) (2,724.2)
Gross profit 1,386.6 1,452.7
Distribution costs (345.1) (351.6)
Administrative expenses (214.9) (229.3)
Unrealised foreign exchange gains/(losses) 3 0.1 (5.6)
Trading profit 826.7 866.2
Share of results of associate 1.0 1.0
Operating profit 3 827.7 867.2
Finance income 5 0.3 0.5
Finance costs 5 (37.8) (31.6)
Profit before taxation 790.2 836.1
Taxation 6 (154.9) (169.3)
Profit for the year attributable to equity holders of the parent company 635.3 666.8
Earnings Per Share
52 weeks v 53 weeks
Basic 8 441.3p 450.5p
Diluted 8 438.1p 443.0p

The Notes 1 to 30 are an integral part of these consolidated financial statements.
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53 weeks to

30 January
2016
Notes £fm
Profit for the year 635.3 666.8
Other comprehensive income and expenses:
Items that will not be reclassified to profit or loss
Actuarial (losses)/gains on defined benefit pension scheme 18 (2.4) 9.7
Tax relating to items which will not be reclassified 6 0.2 (1.9)
Subtotal items that will not be reclassified (2.2) 7.8
Items that may be reclassified to profit or loss
Exchange differences on translation of foreign operations 0.3 (3.1)
Foreign currency cash flow hedges:
- fair value movements 111.6 26.4
- reclassified to the income statement (91.2) (30.0)
- recognised in inventories (25.6) (13.4)
Tax relating to items which may be reclassified 6 2.0 3.4
Subtotal items that may be reclassified (2.9) (16.7)
Other comprehensive expense for the year (5.1) (8.9)
Total comprehensive income for the year 630.2 657.9
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NeXC plc

30 January
2016
Notes fm
ASSETS AND LIABILITIES
Non-current assets
Property, plant and equipment 9 578.6 536.4
Intangible assets 10 43.3 43.7
Interests in associate and other investments 2.1 2.1
Defined benefit pension asset 18 62.9 46.0
Other financial assets 12 57.3 57.0
Deferred tax assets 6 - 2.7
744.2 687.9
Current assets
Inventories 451.1 486.5
Customer and other receivables 11 1,125.8 1,050.5
Other financial assets 12 34.0 38.9
Cash and short term deposits 13 49.7 66.3
1,660.6 1,642.2
Total assets 2,404.8 2,330.1
Current liabilities
Bank loans and overdrafts 14 (35.3) (128.6)
Corporate bonds 17 - (213.8)
Trade payables and other liabilities 15 (615.8) (673.5)
Dividends payable 7 - (88.3)
Other financial liabilities 16 (3.2) (1.3)
Current tax liabilities (70.7) (65.1)
(725.0) (1,170.6)
Non-current liabilities
Corporate bonds 17 (913.5) (615.0)
Provisions 19 (6.7) (7.3)
Other financial liabilities 16 (16.5) (13.9)
Other liabilities 15 (226.9) (211.5)
Deferred tax liabilities 6 (5.7) =
(1,169.3) (847.7)
Total liabilities (1,894.3) (2,018.3)
NET ASSETS 510.5 311.8
TOTAL EQUITY 510.5 311.8

The financial statements were approved by the Board of directors and authorised for issue on 23 March 2017. They were
signed on its behalf by:

N =

Chief Executive Group Finance Director
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At 24 January 2015 15.3 0.9 14.6 (192.0) 43.0 (1.6) (1,443.8) 1,885.6 322.0 (0.1) 321.9
Profit for the year - - - - - - - 6668 666.8 - 666.8
Other comprehensive

(expense)/income for

the year - - - - (13.6) (3.2) - 7.8 (9.0) 0.1 (8.9)
Total comprehensive

(expense)/ income for

the year - - - - (13.6) (3.2) - 6746 657.8 0.1 657.9
Share buybacks and

commitments (Note 20) (0.2) - 0.2 - - - - (49.6) (49.6) - (49.6)
ESOT share purchases

and commitments

(Note 23) - - - (108.7) - - - - (108.7) - (108.7)
Shares issued by ESOT = = = 92.0 = = = (37.2) 54.8 - 54.8
Share option charge - - - - - - - 13.7  13.7 - 137

Tax recognised directly

in equity (Note 6) - - - - - - - 3.7 3.7 - 3.7

Equity dividends

(Note 7) - - - - - - - (581.9) (581.9) - (581.9)
At 30 January 2016 15.1 0.9 14.8 (208.7) 29.4 (4.8) (1,443.8)1,908.9 311.8 - 311.8

Profit for the year - - - - - - - 6353 6353 - 635.3

Other comprehensive

(expense)/income for

the year - - - - (3.2) 0.3 - (2.2) (5.1) - (5.1)
Total comprehensive

(expense)/income for

the year = = = = (3.2) 0.3 -  633.1 630.2 - 630.2

Share buybacks and

commitments (Note 20) (0.4) - 0.4 - - - - (187.6) (187.6) - (187.6)
ESOT share purchases and

commitments (Note 23) - - - (50.9) - - - - (50.9) - (50.9)
Shares issued by ESOT - - - 44.2 - - - (13.7) 30.5 - 30.5

Share option charge - - - - - - - 13.1 13.41 - 1341

Tax recognised directly

in equity (Note 6) - - - - - - - (10.8) (10.8) - (10.8)
Equity dividends (Note 7) = = = = = = — (225.8) (225.8) — (225.8)
At 28 January 2017 14.7 0.9 15.2 (215.4) 26.2 (4.5) (1,443.8)2,117.2 510.5 - 510.5
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53 weeks to

30 January
2016
fm

Cash flows from operating activities
Operating profit 827.7 867.2
Depreciation, impairment and loss on disposal of property, plant and equipment 116.3 117.7
Amortisation and impairment of intangible assets 0.4 0.3
Share option charge less amounts settled in cash 13.1 13.7
Exchange movement 0.3 2.9
Decrease/(increase) in inventories 35.3 (57.0)
Increase in customer and other receivables (73.7) (214.5)
(Decrease)/increase in trade and other payables (49.7) 29.4
Net pension contributions less income statement charge (19.3) 1.6
Cash generated from operations 850.4 761.3
Corporation taxes paid (150.9) (153.0)
Net cash from operating activities 699.5 608.3

Cash flows from investing activities
Additions to property, plant and equipment (160.8) (151.0)
Movement in capital accruals 3.8 3.5
Payments to acquire property, plant and equipment (157.0) (147.5)
Proceeds from sale of property, plant and equipment 2.7 0.2
Proceeds from sale of investment in associate - 8.0
Net cash from investing activities (154.3) (139.3)

Cash flows from financing activities
Repurchase of own shares (187.6) (150.7)
Purchase of shares by ESOT (50.9) (108.7)
Disposal of shares by ESOT 29.9 53.0
(Repayment)/proceeds from unsecured bank loans (115.0) 115.0
Issue of corporate bond 297.3 -
Repayment of corporate bond (212.6) =
Interest paid (31.5) (30.8)
Interest received 0.1 0.6
Payment of finance lease liabilities - 0.1)
Dividends paid (Note 7) (314.1) (567.5)
Net cash from financing activities (584.4) (689.2)
Net decrease in cash and cash equivalents (39.2) (220.2)
Opening cash and cash equivalents 52.7 272.7
Effect of exchange rate fluctuations on cash held 0.9 0.2
Closing cash and cash equivalents (Note 28) 14.4 52.7
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NEXT plc and its subsidiaries (the “Group”) is a UK based retailer offering exciting, beautifully designed, excellent quality

clothing, footwear, accessories and home products. The Company is a public limited company, which is listed on the London
Stock Exchange and incorporated in England and Wales and domiciled in the UK. The address of the registered office is
Desford Road, Enderby, Leicester, LE19 4AT.

The financial statements of NEXT plc and the Group have been prepared in accordance with International Financial Reporting
Standards (IFRS) adopted for use in the European Union and in accordance with the Companies Act 2006. The financial
statements have been prepared on the historical cost basis except for certain financial instruments, pension assets and
liabilities and share-based payment liabilities which are measured at fair value. As is common in the retail sector, the Group
operates a weekly accounting calendar and this year the financial statements are for the 52 weeks to 28 January 2017 (last
year 53 weeks to 30 January 2016) which means that some figures may not be directly comparable. To aid comparability, we
have also presented 52 week sales and profit figures for the prior year which are shown in Note 1 of the financial statements.

There have been no changes to our accounting policies this year and the principal policies adopted are set out below.

The consolidated financial statements incorporate the financial statements of NEXT plc (the “Company”) and its subsidiary
undertakings. Subsidiaries are entities over which the Group has control. All intra-group transactions, balances, income and
expenses are eliminated on consolidation.

Associates are all entities over which the Group has significant influence but not control. Investments in associates are
accounted for using the equity method of accounting. Under the equity method, the investment is initially recognised at
cost, and the carrying amount is increased or decreased to recognise the Group'’s share of the change in net assets of the
associate after the acquisition date.

The consolidated financial statements are presented in Pounds Sterling, which is the Company’s functional and presentation
currency. The Group includes foreign entities whose functional currencies are not Sterling. On consolidation, the assets
and liabilities of those entities are translated at the exchange rates at the balance sheet date and income and expenses
are translated at weighted average rates during the period. Translation differences are recognised in other comprehensive
income.

Transactions in currencies other than an entity’s functional currency are recorded at the exchange rate on the transaction
date, whilst assets and liabilities are translated at exchange rates at the balance sheet date. Exchange differences are
recognised in the income statement, except when deferred in other comprehensive income as qualifying cash flow hedges.

Revenue represents the fair value of amounts receivable for goods and services and is stated net of discounts, value added
taxes and returns. Sales of goods are recognised on delivery.

It is the Group's policy to sell its products to the retail customer with a right to return within 14 days. Accumulated experience
is used to estimate and provide for such returns at the time of sale. Revenue is adjusted for the value of expected returns.
The Group does not operate any loyalty programmes. Revenue from the sale of gift cards is deferred until their redemption.

Directory account interest is accrued on a time basis by reference to the principal outstanding and the effective interest rate.

Where third-party goods are sold on a commission basis, only the commission receivable is included in statutory revenue. To
aid comparability, “Total sales” are disclosed in the Strategic Report and in Note 1 of the financial statements. This includes
the full customer sales value of commission based sales and interest income, excluding VAT.
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Royalty income is received from franchisees and is recognised on an accruals basis in accordance with the substance of the
relevant agreements.

Property, plant and equipment are stated at cost less accumulated depreciation and impairment.

Depreciation is charged so as to write down the cost of assets to their estimated residual values over their remaining useful
lives on a straight line basis. Estimated useful lives and residual values are reviewed at least annually. Estimated useful lives
are summarised as follows:

Freehold and long leasehold property 50 years
Plant and fittings:
Plant and fittings 6-25 years
Leasehold improvements the period of the lease, or useful life if shorter

Goodwill arises on the acquisition of subsidiaries and represents the excess of the consideration transferred over the fair
value of the identifiable net assets acquired. Goodwill is initially measured at cost, being the excess of the acquisition cost
over the Group’s interest in the assets and liabilities recognised. Goodwill is not amortised, but is reviewed for impairment
annually or whenever there is an indication of impairment. For the purposes of impairment testing, goodwill acquired is
allocated to the cash generating unit (CGU) that is expected to benefit from the synergies of the combination. The carrying
value of the CGU containing the goodwill is compared to the recoverable amount, which is the higher of value in use and the
fair value less costs of disposal. Any impairment is recognised immediately as an expense and is not subsequently reversed.

Other intangible assets relate to the Lipsy brand names and trademarks obtained on acquisition which were initially
recognised at fair value. They are amortised on a straight line basis over their expected useful lives of 10 years.

Other intangible assets are reviewed for impairment whenever events or changes in circumstances indicate their carrying
value may not be recoverable.

Investments in subsidiary companies (Parent Company only) and equity instruments that do not have a quoted market price
in an active market and whose fair value cannot be reliably measured are stated at cost, subject to review for impairment.

The carrying values of non-financial assets are reviewed at each balance sheet date to determine whether there is any
indication of impairment. If any impairment loss arises, the asset value is adjusted to its estimated recoverable amount and
the difference is recognised in the income statement.

Inventories (stocks) are valued at the lower of standard cost or net realisable value. Net realisable value is based on estimated
selling prices less further costs to be incurred to disposal. Where hedge accounting applies, an adjustment is applied such
that the cost of stock reflects the hedged exchange rate.
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Directory customer receivables represent outstanding customer balances less any allowance for impairment which is based

on objective evidence and relevant default experience by customer account category. Other trade receivables are stated at
invoice value less any allowance for impairment.

For the purposes of the consolidated cash flow statement, cash and cash equivalents consist of cash and short term deposits,
less bank overdrafts which are repayable on demand. Short term deposits are those with an original maturity of three months
or less. Refer to Note 28 of the financial statements.

Corporate bonds and bank borrowings are initially recognised at fair value, net of transaction costs incurred and subsequently
measured at amortised cost and adjusted where hedge accounting applies (see interest rate derivatives on page 104).
Accrued interest is included within other creditors and accruals.

The Group provides pension benefits which include both defined benefit and defined contribution arrangements. Pension
assets are held in separate trustee administered funds and the Group also provides other, unfunded, pension benefits to
certain plan members.

The cost of providing benefits under the defined benefit and unfunded arrangements are determined separately for each
plan using the projected unit credit method, with actuarial valuations being carried out at each balance sheet date by
external actuaries. The present value of the defined benefit obligation is determined by discounting the estimated future
cash outflows using interest rates of high quality corporate bonds that are denominated in the currency in which the benefits
will be paid, and that have terms to maturity approximating to the terms of the related pension obligation. A net pension
asset is only recognised to the extent that it is expected to be recoverable in the future through a cash refund or a reduction
in future payments.

The current service cost of the defined benefit plan is recognised in the income statement as an employee benefit expense.
The net interest cost is calculated by applying the discount rate to the net balance of the defined benefit obligation and the
fair value of the plan assets.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or credited
to other comprehensive income in the period in which they arise.

The cost of defined contribution schemes is recognised in the income statement as incurred. The Group has no further
payment obligations once the contributions have been paid.

The fair value of employee share options is calculated when they are granted using a Black-Scholes model and the fair value
of equity-settled LTIP awards is calculated at grant using a Monte Carlo model. The resulting cost is charged in the income
statement over the vesting period of the option or award, and is regularly reviewed and adjusted for the expected and actual
number of options or awards vesting. The social security contributions payable in connection with the grant of the share
options is considered an integral part of the grant itself, and the charge is treated as a cash-settled transaction.

For cash-settled awards, the fair value of the liability is determined at each balance sheet date and the cost is recognised in
the income statement over the vesting period.

Dividend income is recognised when the right to receive payment is established.
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Taxation, comprised of current and deferred tax, is charged or credited to the income statement unless it relates to items
recognised in other comprehensive income or directly in equity. In such cases, the related tax is also recognised in other
comprehensive income or directly in equity.

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

Deferred tax is accounted for using the balance sheet liability method and is calculated using rates of taxation enacted or
substantively enacted at the balance sheet date which are expected to apply when the asset or liability is settled.

Deferred tax liabilities are generally recognised for all taxable temporary differences. Deferred tax assets are only recognised
to the extent that it is probable that taxable profits will be available against which deductible temporary differences can be
utilised. Deferred tax is not recognised in respect of investments in subsidiaries and associates where the reversal of any
taxable temporary differences can be controlled and are unlikely to reverse in the foreseeable future. Deferred tax assets
and liabilities are offset when there is a legally enforceable right to offset and there is an intention to settle the balances on
a net basis.

Tax provisions are recognised when there is a potential exposure under changes to International tax legislation. Management
uses professional advisers and in-house tax experts to determine the amounts to be provided.

Derivative financial instruments (“derivatives”) are used to manage risks arising from changes in foreign currency exchange
rates relating to the purchase of overseas sourced products and changes in interest rates relating to the Group's debt. In
accordance with its treasury policy, the Group does not enter into derivatives for speculative purposes. Foreign currency and
interest rate derivatives are stated at their fair value, being the estimated amount that the Group would receive or pay to
terminate them at the balance sheet date based on prevailing foreign currency and interest rates.

The Group designates certain derivatives as either:
a. Hedges of fair value of recognised assets or liabilities or a firm commitment (fair value hedge); or

b. Hedges of a particular risk associated with a recognised asset or liability or a highly probable forecast transaction (cash
flow hedge).

The Group documents at the inception of the transaction the relationship between hedging instruments and hedged
items, as well as its risk management objectives and strategy for undertaking various hedging transactions. The Group also
documents its assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are used in
hedging transactions are highly effective in offsetting changes in fair values or cash flows of hedged items.

The Group uses interest rate derivatives to hedge part of the interest rate risk associated with the Company’s corporate
bonds. The carrying values of the relevant bonds are adjusted only for changes in fair value attributable to the interest rate
risk being hedged. The adjustment is recognised in the income statement and is offset by movements in the fair value of
the derivatives.

Changes in the fair value of interest rate derivatives which are ineffective or do not meet the criteria for hedge accounting in
IAS 39 “Financial instruments: recognition and measurement” are recognised in the income statement.
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Changes in the fair value of foreign currency derivatives which are designated and effective as hedges of future cash flows

are recognised in other comprehensive income and in the fair value reserve, and subsequently transferred to the carrying
amount of the hedged item or the income statement. Realised gains or losses on cash flow hedges are therefore recognised
in the income statement in the same period as the hedged item.

Hedge accounting is discontinued when the hedging instrument expires or is sold, terminated or exercised, or no longer
qualifies for hedge accounting. At that time, any cumulative gain or loss on the hedging instrument previously recognised
in equity is retained in equity until the hedged transaction occurs. If the hedged transaction is no longer expected to occur,
the net cumulative gain or loss recognised in equity is then transferred to the income statement.

Changes in the fair value of foreign currency derivatives which are ineffective or do not meet the criteria for hedge accounting
in IAS 39 are recognised in the income statement.

The Group has regularly returned surplus cash to shareholders through share buybacks. Shares purchased for cancellation
are deducted from retained earnings at the total consideration paid or payable. The Company also uses contingent share
purchase contracts and irrevocable closed period buyback programmes; the obligation to purchase shares is recognised in
full at the inception of the contract, even when that obligation is conditional on the share price. Any subsequent reduction
in the obligation caused by the expiry or termination of a contract is credited back to equity at that time.

The NEXT Employee Share Ownership Trust (ESOT) provides for the issue of shares to Group employees, principally under
share option schemes. Shares in the Company held by the ESOT are included in the balance sheet at cost, including any
directly attributable incremental costs, as a deduction from equity.

A provision is recognised where the Group has a legal or constructive obligation as a result of a past event and it is probable
that an outflow of economic benefits will be required to settle the obligation. Provisions are measured at the present
value of the expenditures expected to be required to settle the obligation using a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the obligation.

Rentals payable under operating leases are charged to income on a straight line basis over the period of the lease. Contingent
rentals payable based on store revenues are accrued in line with the related sales.

Premiums payable, rent free periods and capital contributions receivable on entering an operating lease are released to
income on a straight line basis over the lease term.

The preparation of the financial statements requires judgements, estimations and assumptions to be made that affect the
reported values of assets, liabilities, revenues and expenses. The nature of estimation and judgement means that actual
outcomes could differ from expectation. Significant areas of estimation uncertainty and judgement for the Group include:
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The provision for potentially irrecoverable debtors (refer to Note 11) is calculated using a combination of internally and
externally sourced information, including historical default and collection rates and other credit data. The judgement applied
in the basis for identifying when debtors are potentially impaired has been applied consistently. A 1% movement in default
rate would move the provision by c£2.8m. A 1% movement in the collections rate would change the provision balance by
c£1.0m.

The selling prices of inventory are estimated to determine the net realisable value of inventory (£451.1m at 28 January 2017).
Historical sales patterns and post year end trading performance are used to determine these. A 2% change in the volume of
inventories going to clearance would impact the net realisable value by c£3m. A 2% change in the level of markdown applied
to the selling price would impact the value of inventories going to clearance by c£é6m.

The assumptions applied in determining value of the defined benefit pension obligation (refer to Note 18), which is
particularly sensitive to small changes in assumptions. Advice is taken from a qualified actuary to determine appropriate
assumptions at each balance sheet date. The actuarial valuation involves making assumptions about discount rates, mortality
rates and future pension increases. Due to the complexity of the valuation, the underlying assumptions and the long term
nature of these plans, such estimates are subject to significant uncertainty. A sensitivity analysis is shown in Note 18. In
determining the appropriate discount rate, management considers the interest rates of high quality UK corporate bonds,
with extrapolated maturities corresponding to the expected duration of the obligation. The mortality rate is based on
publicly available mortality tables.

Other areas of estimation and judgement include product returns rates and property provisions. Product returns rates are
based on historical returns rate patterns and are recorded so as to allocate them to the same period in which the original
revenue is recorded. Sensitivities to the assumptions for product returns and property provisions are not expected to result
in a material change in the carrying amount. These provisions are reviewed regularly and updated to reflect management’s
latest best estimates.

Various new or revised accounting standards have been issued which are not yet effective. The key ones affecting the Group
are described below. The Group does not intend to early adopt these standards.

a. IFRS 15 “Revenue from contracts with customers” will be effective for the year ending January 2019 onwards, and is
not expected to have a significant impact on the Group’s revenues. The majority of the Group’s sales are for standalone
products made direct to customers at standard prices either in store or through Directory. Estimates are already made of
anticipated returns and sales awaiting delivery to the customer.

b. IFRS 9 “Financial instruments” will be effective for the year ending January 2019 onwards, the main impact being the
impairment assessment methodology used to value our Directory receivables. An assessment of the full impact of this
standard is in progress. Process and modelling amendments will be implemented in line with the required effective date.

c. IFRS 16 “Leases” will be effective for the year ending January 2020 onwards and the impact on the financial statements
will be significant to NEXT. IFRS 16 requires lessees to recognise a lease liability reflecting future lease payments and a
right-of-use asset for all lease contracts. Therefore, the substantial majority of the Group’s operating lease commitments
(some £2bn on an undiscounted basis, as shown in Note 29) would be brought on balance sheet and amortised and
depreciated separately. There will be no impact on cash flows although the presentation of the cash flow statement will
change significantly. Management is currently working on the new processes and systems that will be required to comply
with this accounting standard.
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The Group's operating segments are determined based on the Group's internal reporting to the Chief Operating Decision
Maker (CODM). The CODM has been determined to be the Group Chief Executive, with support from the Board. The
performance of operating segments is assessed on profits before interest and tax, excluding equity-settled share option
charges recognised under IFRS 2 “Share-based payment” and unrealised foreign exchange gains or losses on derivatives
which do not qualify for hedge accounting. The activities, products and services of the operating segments are detailed in
the Strategic Report on page 26. The Property Management segment holds properties and property leases which are sublet
to other segments and external parties. The NEXT International Retail segment comprises franchise and wholly owned stores
overseas. International online sales are included in the NEXT Directory segment.

Where third-party branded goods are sold on a commission basis, only the commission receivable is included in statutory
revenue. Total sales represents the amount payable by the customer, excluding VAT.

As the prior year was a 53 week period, to aid comparability the 52 week equivalent sales and profit figures are also shown.

NEXT Retail 2,304.6 (3.9) 2,300.7 5.9 2,306.6
NEXT Directory 1,728.5 (34.1) 1,694.4 - 1,694.4
NEXT International Retail 63.7 - 63.7 - 63.7
NEXT Sourcing 5.3 - 5.3 599.9 605.2

4,102.1 (38.0) 4,064.1 605.8 4,669.9
Lipsy 27.1 (1.5) 25.6 38.8 64.4
Property Management 7.6 - 7.6 205.6 213.2
Total segment sales/revenue 4,136.8 (39.5) 4,097.3 850.2 4,947.5
Eliminations - - - (850.2) (850.2)
Total 4,136.8 (39.5) 4,097.3 - 4,097.3

53 weeks to 30 January 2016

52 weeks
Total sales  Total sales Commission Total
excluding excluding sales External Internal segment
VAT VAT  adjustment revenue revenue revenue
fm fm fm fm fm fm
NEXT Retail 2,373.5 2,406.0 (6.1) 2,399.9 6.2 2,406.1
NEXT Directory 1,658.7 1,687.7 (29.4) 1,658.3 - 1,658.3
NEXT International Retail 74.7 75.9 - 75.9 - 75.9
NEXT Sourcing 7.0 7.2 - 7.2 675.7 682.9
4,113.9 4,176.8 (35.5) 4,141.3 681.9 4,823.2
Lipsy 29.2 30.1 (1.3) 28.8 27.9 56.7
Property Management 6.6 6.8 - 6.8 197.4 204.2
Total segment sales/revenue 4,149.7 4,213.7 (36.8) 4,176.9 907.2 5,084.1
Eliminations - - - - (907.2) (907.2)
Total 4,149.7 4,213.7 (36.8) 4,176.9 — 4,176.9
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52 weeks to 53 weeks to
23 January 30 January

2016 2016

Segment profit fm fm
NEXT Retail 338.7 402.1 408.1
NEXT Directory 4441 405.2 413.3
NEXT International Retail 9.3 10.2 10.4
NEXT Sourcing 44.7 50.5 51.1
836.8 868.0 882.9

Lipsy 5.5 58 5.7
Property Management 6.8 7.4 7.5
Total segment profit 849.1 880.7 896.1
Central costs and other (9.4) (10.6) (10.6)
Share option charge (13.1) (13.7) (13.7)
Unrealised foreign exchange gains/(losses) 0.1 (5.6) (5.6)
Trading profit 826.7 850.8 866.2
Share of results of associate 1.0 1.0 1.0
Finance income 0.3 0.5 0.5
Finance costs (37.8) (31.0) (31.6)
Profit before tax 790.2 821.3 836.1

Transactions between operating segments are made on an arm'’s length basis in a manner similar to those with third-parties.
Segment revenue and segment profit include transactions between business segments which are eliminated on consolidation.
The substantial majority of NEXT Sourcing’s revenues and profits are derived from sales to NEXT Retail and NEXT Directory.

Property, plant and Capital
equipment expenditure Depreciation

2016 2016 2016

fm fm fm

NEXT Retail 405.4 367.0 138.2 126.7 96.0 95.7
NEXT Directory 88.6 85.6 19.0 17.7 15.7 14.4
NEXT International Retail 0.7 0.8 - - 0.3 0.3
NEXT Sourcing 2.8 2.7 1.0 1.2 1.0 0.9
Lipsy 3.2 3.2 0.9 2.1 1.0 1.0
Property Management 77.9 77.1 1.7 83 0.3 0.3
Total 578.6 536.4 160.8 151.0 114.3 112.6

The amounts provided to the Board with respect to assets are measured in a manner consistent with that of the financial
statements. These assets are allocated based on the operations of the segment and the physical location of the asset.

Impairment charges in relation to property, plant and equipment are included in the NEXT Retail segment. Segment liabilities
have not been disclosed as these are not regularly provided to the CODM.
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Analyses of the Group's external revenues (by customer location) and non-current assets (excluding investments, the defined

benefit pension surplus, other financial assets and deferred tax assets) by geographical location are detailed below:

2016

External revenue by geographical location fm
United Kingdom 3,713.5 3,781.9
Rest of Europe 218.2 238.2
Middle East 88.1 75.7
Asia 50.2 52.8
Rest of World 27.3 28.3
4,097.3 4,176.9

2016

Non-current assets by geographical location fm
United Kingdom 583.0 541.3
Rest of Europe 5.3 6.5
Middle East 4.3 5.0
Asia 29.3 27.3
621.9 580.1

2016

fm

Sale of goods 3,866.0 3,966.8
Directory account interest 213.7 192.5
Royalties 9.9 10.8
Rental income 7.7 6.8
Revenue 4,097.3 4,176.9
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Group operating profit is stated after charging/(crediting):

2016
fm
Depreciation on tangible assets 114.3 112.6
(Profit)/loss on disposal of property, plant and equipment (1.2) 1.0
Impairment charges on tangible assets 3.2 4.1
Amortisation of intangible assets 0.4 0.3
Operating lease rentals:
Minimum lease payments (net of amortisation of incentives) 219.8 208.6
Contingent rentals payable 5.8 6.0
Customer and other receivables:
Impairment charge 35.0 28.7
Amounts recovered (6.9) (2.1)
Cost of inventories recognised as an expense 1,441.0 1,474.6
Write down of inventories to net realisable value 109.9 103.7
1,550.9 1,578.3

Cost of inventories recognised as an expense consists of those costs which are directly attributable to goods sold in the year,
including packaging and inbound freight costs.

Gains and losses on cash flow hedges removed from equity and included in the income statement for the period comprise
gains of £91.2m (2016: £30.0m) included in cost of sales.

Unrealised foreign exchange gains/(losses) reported in the income statement represent foreign exchange gains of £0.1m
(2016: losses of £5.6m) in respect of derivative contracts which do not qualify for hedge accounting under IAS 39.

Other foreign exchange differences recognised in the income statement were gains of £4.2m (2016: £1.4m).

During the year the Group (including its overseas subsidiaries) obtained the following services from the Company’s auditor
and its associates:

2016
£000

Auditor's remuneration
Audit of the financial statements 240 212
Audit of subsidiaries 358 324
Total audit fees 598 536

Other services:

Tax compliance 20 21
Tax advisory services 10 -
Other assurance services 159 22
787 579
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Total staff costs were as follows:

2016

fm

Wages and salaries 594.6 600.6
Social security costs 39.5 37.9
Other pension costs 20.5 21.1
654.6 659.6

Share-based payments expense — equity-settled 13.1 13.7
Share-based payments (benefit)/expense — cash-settled (2.3) 7.4
665.4 680.7

Share-based payments comprise Management options, Sharesave options and potential LTIP and SMP awards, details of
which are given in Note 22.

Total staff costs by business sector were made up as follows:

2016

fm

NEXT Retail and Directory 619.2 634.3
NEXT International Retail 1.9 1.8
NEXT Sourcing 27.5 27.0
Other activities 16.8 17.6
Total 665.4 680.7
Average employees Full-time equivalents

2016 2016

Number Number

NEXT Retail and Directory 44,887 47,039 26,445 26,528
NEXT International Retail 135 152 111 124
NEXT Sourcing 3,760 3,743 3,760 3,743
Other activities 251 245 209 196
Total 49,033 51,179 30,525 30,591

The aggregate amounts charged in the accounts for key management personnel (including employer’s National Insurance
contributions), being the directors of NEXT plc, were as follows:

2016

fm

Short term employee benefits 2.9 4.4
Post-employment benefits 0.3 0.2
Share-based payments (0.4) 2.1
2.8 6.7

Directors’ remuneration is detailed in the Remuneration Report.

nextplc.co.uk 111



112

NeXC plc

2016

fm

Interest on bank deposits 0.2 0.5
Other fair value movements 0.1

Finance income 0.3 0.5

Interest on bonds and other borrowings 37.8 31.9

Other fair value movements - (0.3)

Finance costs 37.8 31.6

Directory account interest is presented as a component of revenue.

Our tax charge for the year is shown below. Tax is made up of current and deferred tax. Current tax is the amount payable on
the taxable income in the year and any adjustments to tax payable in previous years. Deferred tax is explained on page 113.

2016
fm

Current tax:
Current tax on profits for the year 157.1 174.1
Adjustments in respect of prior years - (2.9)
Total current tax 1571 171.2
Deferred tax:
Origination and reversal of temporary differences 1.1 (6.4)
Adjustments in respect of prior years (3.3) 4.5
Tax expense reported in the consolidated income statement 154.9 169.3

The tax rate for the current year varied from the standard rate of corporation tax in the UK due to the following factors:

2016

%

UK corporation tax rate 20.0 20.2
Non-deductible expenses 0.6 0.4

Overseas tax differentials (0.6) (0.5)
Adjustments in respect of prior years (0.4) 0.1
Effective total tax rate on profit before taxation 19.6 20.2
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In addition to the amount charged to the income statement, tax movements recognised in other comprehensive income and
in equity were as follows:

2016
fm
Deferred tax:
Pension benefit obligation (0.2) 1.9
Fair value movements on derivative instruments (2.0) (3.4)
Tax (credit) in other comprehensive income (2.2) (1.5)
2016
fm
Current tax:
Share-based payments (2.0) (17.8)
Deferred tax:
Share-based payments 12.8 14.1
Tax charge/(credit) in the statement of changes in equity 10.8 (3.7)
The deferred tax (liability)/asset is made up of:
2016
fm
Accelerated capital allowances (0.4) (1.1)
Revaluation of derivatives to fair value (5.2) (7.1)
Pension benefit obligations (10.7) (9.2)
Share-based payments 3.3 18.2
Other temporary differences 7.3 1.9
(5.7) 2.7

Deferred tax is the tax expected to be payable or recoverable in the future arising from temporary differences that arise when
the carrying value of assets and liabilities differ between accounting and tax treatments. Deferred tax assets represent the
amounts of income taxes recoverable in the future in respect of those differences, while deferred tax liabilities represent the
amounts of income taxes payable in the future in respect of those differences.
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The deferred tax movement in the year is as follows:

2016
fm
At the beginning of the year 2.7 13.3
Recognised in the income statement:
Accelerated capital allowances 0.7 2.8
Revaluation of derivatives to fair value (0.1) 1.2
Pension benefit obligations (1.7) 0.3
Share-based payments (2.1) (0.8)
Other temporary differences 5.4 (1.5)
Recognised in other comprehensive income 2.2 1.5
Recognised in the statement of changes in equity (12.8) (14.1)
At the end of the year (5.7) 2.7

There has been a reduction in the deferred tax asset for share-based payments due to a reduction in the Company’s share
price during the year. Deferred tax assets are recognised for tax losses carried forward to the extent that the realisation of
the related tax benefit through future taxable profits is probable. No recognition has been made of the following deferred
tax assets:

Unrecognised

Gross value  deferred tax

2016 2016

£fm fm

Capital losses 34.5 5.8 42.6 8.5

The benefit of unrecognised capital losses will only accrue if taxable profits are realised on future disposals of the Group’s
capital assets.

Changes to the UK corporation tax rates were substantively enacted as part of the Finance Bill 2016 (on 6 September
2016). These include reductions to the main rate of corporation tax to 19% from 1 April 2017 and to 17% from 1 April 2020.
Deferred taxes at the balance sheet date have been measured using these enacted tax rates and reflected in these financial
statements.

The Group's effective tax rate is forecast to remain broadly in line with UK corporation tax rates.

Provisions, which are immaterial to the accounts, have been recognised in relation to uncertain tax positions. These relate
to the interpretation of tax legislation, including changes arising from the OECD’s Base Erosion and Profit Shifting project,
that impact our NEXT Sourcing operation in its ordinary course of business. Any uncertainty is likely to lessen as the business
responds to these rule changes.

NEXT seeks to manage its tax affairs responsibly and proactively to comply with tax legislation. We seek to build solid and
working relationships with all tax authorities.

Statement Jan 2017

Cash flow of changes balance

Pence per statement in equity sheet

Year to January 2017 Paid share fm fm fm
Special interim dividend 1 Feb 2016 60p 88.3 - -
Final ordinary dividend for year to Jan 2016 1 Aug 2016 105p 150.2 150.2 -
Interim ordinary dividend for year to Jan 2017 3 Jan 2017 53p 75.6 75.6 -
314.1 225.8 -
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Statement Jan 2016

Cash flow  of changes balance

Pence per statement in equity sheet

Year to January 2016 Paid share fm fm fm
Special interim dividend 2 Feb 2015 50p 73.9 - -
Special interim dividend 1 May 2015 60p 88.9 88.9 -
Special interim dividend 3 Aug 2015 60p 88.9 88.9 -
Final ordinary dividend for year to Jan 2015 3 Aug 2015 100p 148.1 148.1 -
Special interim dividend 2 Nov 2015 60p 88.9 88.9 -
Interim ordinary dividend for year to Jan 2016 4 Jan 2016 53p 78.8 78.8 -
Special interim dividend 1 Feb 2016 60p - 88.3 88.3
567.5 581.9 88.3

The February 2016 special interim dividend was announced on 5 January 2016 and shares in NEXT plc traded ex-dividend
from 14 January. The liability of £88.3m was recorded in the January 2016 balance sheet on the basis that it could not
realistically have been cancelled after the ex-dividend date, and was paid on 1 February 2016.

It is intended that this year's ordinary final dividend of 105p per share will be paid to shareholders on 1 August 2017. NEXT
plc shares will trade ex-dividend from 6 July 2017 and the record date will be 7 July 2017. The estimated amount payable
is £149.8m.

The proposed final dividend is subject to approval by shareholders at the Annual General Meeting and has not been
included as a liability in these financial statements. The Trustee of the ESOT has waived dividends paid in the year on shares
held by the ESOT.

2016
Basic Earnings Per Share
Total
(52 weeks v 53 weeks) 441.3p 450.5p
Underlying
(52 weeks v 52 weeks) 441.3p 442.5p

Basic Earnings Per Share is based on the profit for the year attributable to the equity holders of the Parent Company divided
by the net of the weighted average number of shares ranking for dividend less the weighted average number of shares held
by the ESOT during the period.

2016
Diluted Earnings Per Share
Total
(52 weeks v 53 weeks) 438.1p 443.0p
Underlying
(52 weeks v 52 weeks) 438.1p 435.1p

Diluted Earnings Per Share is calculated by adjusting the weighted average number of shares used for the calculation of basic
Earnings Per Share as increased by the dilutive effect of potential ordinary shares. Dilutive shares arise from employee share
option schemes where the exercise price is less than the average market price of the Company’s ordinary shares during the
period. Their dilutive effect is calculated on the basis of the equivalent number of nil cost options. Where the option price
is above the average market price, the option is not dilutive and is excluded from the diluted EPS calculation. There were
2,578,878 non-dilutive share options in the current year (2016: nil).
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2016
Fully diluted Earnings Per Share
Total
(52 weeks v 53 weeks) 426.2p 434.4p
Underlying
(52 weeks v 52 weeks) 426.2p 426.7p

Fully diluted Earnings Per Share is based on the weighted average number of shares used for the calculation of basic Earnings
Per Share, increased by the weighted average total employee share options outstanding during the period. Underlying fully
diluted Earnings Per Share is used for the purposes of the Share Matching Plan, described further in the Remuneration

Report.

The table below shows the key variables used in the Earnings Per Share calculations:

2016
fm
Profit after tax attributable to equity holders of the Parent Company 635.3 666.8
Less 53rd week profit in current year (post-tax) - (11.8)
52 week underlying profit (for underlying EPS) 635.3 655.0
Weighted average number of shares (millions)
Weighted average shares in issue 148.4 152.7
Weighted average shares held by ESOT (4.4) (4.7)
Weighted average shares for basic EPS 144.0 148.0
Weighted average dilutive potential shares 1.0 2.5
Weighted average shares for diluted EPS 145.0 150.5
Weighted average shares for basic EPS 144.0 148.0
Weighted average total share options outstanding 5.1 5.5
Weighted average shares for fully diluted EPS 149.1 153.5

As detailed in the Remuneration Report, the annual bonus for executive directors is determined by reference to underlying
pre-tax Earnings Per Share of 548.9p (2016: 554.8p). This is calculated using 52 week underlying pre-tax profit of £790.2m
(2016: £821.3m) as shown in Note 1 divided by the net of the weighted average number of shares in issue less the weighted
average number of shares held by the ESOT during the period.
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Freehold Leasehold Plant and
property property fittings Total
£m £m £m £m

Cost
At January 2015 74.8 9.4 1,541.3 1,625.5
Exchange movement - - 0.2 0.2
Additions 2.6 - 148.4 151.0
Disposals = = (93.0) (93.0)
At January 2016 77.4 9.4 1,596.9 1,683.7
Exchange movement - - 1.6 1.6
Additions 1.8 - 159.0 160.8
Disposals (0.8) = (54.2) (55.0)
At January 2017 78.4 9.4 1,703.3 1,791.1
Depreciation
At January 2015 7.8 1.6 1,112.8 1,122.2
Exchange movement - - 0.2 0.2
Provided during the year 0.2 - 112.4 112.6
Impairment charge - - 4.1 4.1
Disposals - - (91.8) (91.8)
At January 2016 8.0 1.6 1,137.7 1,147.3
Exchange movement - - 1.3 1.3
Provided during the year 0.2 - 114.1 114.3
Impairment charge - - 3.2 3.2
Disposals = = (53.6) (53.6)
At January 2017 8.2 1.6 1,202.7 1,212.5
Carrying amount
At January 2017 70.2 7.8 500.6 578.6
At January 2016 69.4 7.8 459.2 536.4
At January 2015 67.0 7.8 428.5 503.3

At January 2017 the Group had entered into contractual commitments for the acquisition of property, plant and equipment

amounting to £14.2m (2016: £33.6m).

Impairment charges relate to the impairment of shop fittings on loss-making stores.
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Brand
names and
trademarks Goodwill Total
£fm £m £m
Cost
At January 2015, January 2016 and January 2017 4.0 44.2 48.2
Amortisation and impairment
At January 2015 2.6 1.6 4.2
Amortisation provided during the year 0.3 - 0.3
At January 2016 2.9 1.6 4.5
Amortisation provided during the year 0.4 - 0.4
At January 2017 3.3 1.6 4.9
Carrying amount
At January 2017 0.7 42.6 43.3
At January 2016 1.1 42.6 43.7
At January 2015 1.4 42.6 44.0
The carrying amount of goodwill is allocated to the following cash generating units:
2016
fm
NEXT Sourcing 30.5 30.5
Lipsy 12.1 12.1
42.6 42.6

Goodwill is tested for impairment at the balance sheet date on the basis of value in use calculations. As this exceeded
carrying value for each of the cash generating units concerned, no impairment loss was recognised (2016: £nil).

The key assumptions in testing the goodwill for impairment are the future sourcing requirements of the Group and the ability
of NEXT Sourcing to meet these requirements based on past experience. In assessing value in use, budgets for the next year
were used and extrapolated for four further years with no subsequent growth assumed and discounted at 10% (2016: 10%).

In assessing the recoverable amount of goodwill, internal budgets for next year were used and extrapolated for nine further
years using a growth rate of 2% (2016: 2%) and discounted at 12% (2016: 12%).

For both NEXT Sourcing and Lipsy, the calculated value in use significantly exceeded the carrying value of the goodwill.
Therefore, there is no reasonably possible change in any of the key assumptions that would give rise to an impairment.
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2016

fm

Directory customer receivables 1,139.3 1,094 .1
Less: allowance for doubtful debts (137.5) (162.5)
1,001.8 931.6

Other trade receivables 23.6 22.5
Less: allowance for doubtful debts (0.3) -
1,025.1 954.1

Prepayments 91.7 86.1
Other debtors 8.6 9.6
Amounts due from associated undertakings 0.4 0.7
1,125.8 1,050.5

No interest is charged on Directory customer receivables if the statement balance is paid in full and to terms; otherwise
balances bear interest at a variable annual percentage rate of 22.9% at the year end date (2016: 22.9%). The carrying values

of customer and other receivables equal their fair value.

Expected irrecoverable amounts on balances with indicators of impairment are provided for based on past default experience.

Receivables which are impaired, other than by age or default, are separately identified and provided for as necessary.

The credit quality of customer receivables that are neither past due nor impaired can be assessed by reference to the

historical default rate for the preceding 365 days of approximately 1% (2016: 1%).

Other debtors and prepayments do not include impaired assets. The maximum exposure to credit risk at the reporting date

is the carrying value of each class of asset.
The Group does not hold any collateral over these balances.

Ageing of customer and other trade receivables:

2016
fm
Not past due 1,043.6 983.3
0 - 30 days past due 33.2 21.8
31 - 60 days past due 8.8 6.6
61 - 90 days past due 4.9 S5
91 — 120 days past due 4.4 2.9
Over 120 days past due 55.3 78.8
Otherwise impaired 12.7 19.7
Total customer and other trade receivables 1,162.9 1,116.6
Movement in the allowance for doubtful debts:
2016
fm
At the beginning of the year 162.5 140.8
Charged to the income statement 35.0 28.7
Written off as uncollectible (52.8) 4.9)
Recovered during the year (6.9) (2.1)
At the end of the year 137.8 162.5
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2016
Current Non-current
fm fm
Foreign exchange contracts 34.0 - 37.2 -
Interest rate derivatives - 57.3 1.7 57.0
34.0 57.3 38.9 57.0

Foreign exchange contracts comprise forward contracts and options, the majority of which are used to hedge exchange risk
arising from the Group's merchandise purchases (refer to Note 24). These instruments are primarily for US Dollars and Euros.
Interest rate derivatives relate to the corporate bonds (refer to Note 17).

2016

fm

Cash at bank and in hand 49.7 46.3
Short term deposits - 20.0
49.7 66.3

Cash at bank earns interest at floating rates based on daily bank deposit rates. Short term deposits are made for varying
periods of between one day and three months depending on the cash requirements of the Group and earn interest at short
term market deposit rates.

2016

fm

Bank overdrafts 35.3 13.6
Unsecured bank loans - 115.0
35.3 128.6

Bank overdrafts are repayable on demand and bear interest at a margin over bank base rates. Unsecured bank loans relate
to amounts drawn under a medium term bank revolving credit facility which bear interest at a margin above LIBOR (refer to
Note 24).

2016
Current Non-current
fm fm
Trade payables 186.1 - 219.0 -
Other taxation and social security 62.5 - 76.8 -
Deferred revenue from sale of gift cards 77.3 - 74.0 -
Property lease incentives 31.9 212.9 31.4 198.4
Share-based payment liability 1.9 5.6 10.2 6.4
Other creditors and accruals 256.1 8.4 262.1 6.7
615.8 226.9 673.5 211.5

Trade payables do not bear interest and are generally settled on 30 day terms. Other creditors and accruals do not bear
interest. Property lease incentives are classified as non-current to the extent that they will be credited to the income statement
more than one year from the balance sheet date.
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2016

Current Non-current

fm fm

Foreign exchange contracts 3.2 - 1.3 -
Interest rate derivatives - 16.5 — 13.9
3.2 16.5 1.3 13.9

Foreign exchange contracts comprise forward contracts and options, the majority of which are used to hedge exchange risk
arising from the Group’s merchandise purchases (refer to Note 24). These instruments are primarily for US Dollars and Euros.
Interest rate derivatives relate to the corporate bonds (refer to Note 17).

Balance sheet Nominal value
value

2016 2016
fm fm
Corporate bond 5.875% repayable 2016 - 213.8 - 212.6
Corporate bond 5.375% repayable 2021 329.5 332.7 325.0 325.0
Corporate bond 4.375% repayable 2026 284.0 282.3 250.0 250.0
Corporate bond 3.625% repayable 2028 300.0 - 300.0 -
913.5 828.8 875.0 787.6

The 2016 corporate bond was repaid in October 2016 and was therefore classified as current in the prior year. The 2021,
2026 and 2028 bonds are classified as non-current liabilities.

The Group uses interest rate derivatives to manage the interest rate risk associated with its bonds, the profile of which is
shown below:

2016 2016
Nominal Effective
value interest
fm rate
2016 bond
Fixed - 162.6 5.875%
Floating - 50.0 6m LIBOR +1.7%
- 212.6
2021 bond
Fixed 150.0 5.375% 150.0 5.375%
Fixed 50.0 5.200% -
Fixed 50.0 5.150% -
Fixed 50.0 5.050% -
Floating 25.0 6m LIBOR +1.9% 175.0 6m LIBOR +1.9%
325.0 325.0
2026 bond
Floating 250.0 6m LIBOR +1.4% 250.0 6m LIBOR +1.4%
2028 bond
Fixed 300.0 3.625% -
Total 875.0 787.6

Interest rate risk management is explained in Note 24 and the fair values of the corporate bonds are shown in Note 26.
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The Group operates three pension arrangements in the UK: the Next Group Pension Plan (the “Original Plan”), the 2013
Next Group Pension Plan (the “2013 Plan”) and the Next Supplementary Pension Arrangement (the “SPA").

The Group's UK pension arrangements include defined benefit and defined contribution sections. The Original Plan and
2013 Plan are established under trust law and comply with all relevant UK legislation. Pension assets are held in separate
trustee administered funds which have equal pension rights with respect to members of either sex in so far as this is required
by current legislation.

The Group also provides additional retirement benefits through the SPA to some plan members whose benefits would
otherwise be affected by the lifetime allowance.

The defined benefit section was closed to new members in 2000 and over recent years the Group has taken steps to manage
the ongoing risks associated with its defined benefit liabilities.

The Original Plan comprises predominantly members with pensions in payment, following the transfer of active and deferred
members (and associated liabilities) to the 2013 Plan. The risks associated with the payment of pensions of the Original Plan
have been largely mitigated by the purchase of two insurance contracts (“buy-ins”) with Aviva in 2010 and 2012 to cover
the liabilities of this Plan, although it remains the ultimate responsibility of the Company to provide members with benefits.

The pensions and matching insurance contracts held by the Original Plan are being converted to buy-out and the Original
Plan will then be dissolved.

The 2013 Plan was established in 2013 via the transfer of liabilities and assets from the Original Plan. This arrangement
provides benefits to the majority of members whose pensions were not insured with Aviva. From November 2012, the future
accrual of benefits for remaining active employee members has been based on pensionable earnings frozen at that time,
rather than final earnings.

Further information on the Group's pension arrangements is given in the Remuneration Report on pages 76 and 77.

The following table summarises the principal risks associated with the Group’s defined benefit arrangements:

Investment risk The present value of defined benefit liabilities is calculated using a discount rate set by reference to
high quality corporate bond yields. If plan assets underperform corporate bonds, this will create a
deficit. The strategic allocation of assets in the 2013 Plan is currently weighted towards equity and
property assets as its liability profile is relatively immature and it is expected that these asset classes
will, over the long term, outperform gilts and corporate bonds.

Interest rate risk A fall in bond yields would increase the value of the liabilities. This would be only partially offset by
an increase in the value of bond investments held.

Inflation risk Pensions in payment are increased annually in line with RPI or CPI for Guaranteed Minimum
Pensions built up since 1988. Pensions built up since 2005 are capped at 2.5% and pensions built
up between 1997 and 2005 are capped at 5%. When discretionary increases have been awarded for
pensions built up before 1997, they too have tended to reflect RPI, capped at 2.5%. Therefore an
increase in inflation would increase the value of pension liabilities. The assets would be expected to
also increase, to the extent that they are linked to inflation, but this would not be expected to fully
match the increase in liabilities.

Longevity risk The present value of the defined benefit liabilities is calculated having regards to a best estimate
of the mortality of plan members. If members live longer than this mortality assumption, this will
increase the liabilities.

The buy-in insurance contracts represent over 99% of the Original Plan pension liabilities and 18% of the total pension
liabilities. This provides a partial hedge to the total risks described above. Derivatives are not used to hedge any of the risks
noted above.
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The components of the net defined benefit expense recognised in the consolidated income statement are as follows:

2016

2013  Original
Plan Plan SPA Total
fm fm fm fm
Current service cost 7.4 - 0.4 7.8 8.8 - 0.4 9.2
Net interest (2.2) - 0.4 (1.8) (1.8) 0.1 0.4 (1.3)
Administrative costs 1.8 0.1 - 1.9 0.8 0.2 — 1.0
Net defined benefit expense 7.0 0.1 0.8 7.9 7.8 0.3 0.8 8.9

The components of the net defined benefit expense recognised in other comprehensive income are as follows:

2016
2013  Original
Plan Plan SPA Total
fm fm fm fm
Actuarial gain/(loss) due to
liability experience 12.2 2.4 (1.6) 13.0 6.7 5.6 - 12.3
Actuarial gain/(loss) due to
liability assumption changes (121.9) (11.8) (1.9) (135.6) 35.1 13.4 1.0 49.5
(109.7) (9.4) (3.5) (122.6) 41.8 19.0 1.0 61.8
Return on plan assets greater/
(less) than discount rate 108.8 11.4 - 120.2 (35.4) (16.7) = (52.1)
Actuarial gain/(loss) recognised
in other comprehensive income (0.9) 2.0 (3.5) (2.4) 6.4 2.3 1.0 9.7

The net defined benefit pension asset/(liability) recognised in the consolidated balance sheet is analysed as follows:

2016
2013  Original
Plan Plan SPA Total
fm fm fm fm
Present value of benefit
obligations (646.6) (148.0) (16.3) (810.9) (521.3) (146.1) (12.0) (679.4)
Fair value of plan assets 723.8 150.0 - 873.8 579.2 146.2 - 725.4
Net pension asset/(liability) 77.2 2.0 (16.3) 62.9 57.9 0.1 (12.0) 46.0

A net asset has been recognised as the Trust Deeds of the Original and 2013 Plans provide the Group with an unconditional
right to a refund assuming the gradual settlement of the Plan’s liabilities over time until all members have left the Plans.
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Changes in the present value of defined benefit pension obligations are analysed as follows:

2016

2013  Original

Plan Plan SPA Total

fm fm fm fm

Opening obligation 521.3 146.1 12.0 679.4 549.3 175.9 12.2 737.4
Current service cost 7.4 - 0.4 7.8 8.8 - 0.4 9.2
Interest cost 18.8 4.7 0.4 23.9 18.2 5.0 0.4 23.6
Employee contributions 0.1 - - 0.1 0.1 - - 0.1
Benefits paid (13.5) (9.4) - (22.9) (17.2) (11.9) - (29.1)
Transfers 2.8 (2.8) - - 3.9 (3.9 = =
Actuarial (gains)/losses
— financial assumptions 113.3 12.0 1.9 127.2 (35.1) (7.2) (1.0) (43.3)
— experience (12.2) (2.4) 1.6 (13.0) (6.7) (5.6) - (12.3)
— demographic assumptions 8.6 (0.2) - 8.4 - (6.2) - (6.2)
Closing obligation 646.6 148.0 16.3 810.9 521.3 146.1 12.0 679.4

The present value of the defined benefit closing obligation of £810.9m was comprised of approximately 26% relating to
active participants, 48% relating to deferred participants and 26% relating to pensioners.

Changes in the fair value of defined benefit pension assets were as follows:

2016
2013  Original
Plan Plan SPA Total
fm fm fm fm
Opening assets 579.2 146.2 - 725.4 602.5 172.8 - 775.3
Employer contributions 27.2 - - 27.2 7.3 - - 7.3
Employee contributions 0.1 - - 0.1 0.1 - - 0.1
Benefits paid (13.5) (9.4) - (22.9) (17.2) (11.9) - (29.1)
Transfers 2.8 (2.8) - - 2.7 (2.7) = =
Interest income on assets 21.0 4.7 - 25.7 20.0 4.9 - 24.9
Return on plan assets (excluding
amounts included in interest) 108.8 11.4 - 120.2 (35.4) (16.7) - (52.1)
Administrative costs (1.8) (0.1) - (1.9) (0.8) (0.2) - (1.0)
Closing assets 723.8 150.0 - 873.8 579.2 146.2 - 725.4
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The fair value of plan assets was as follows:

2016
2013  Original
Plan Plan Total
fm fm £fm %
Equities 459.2 1.5 460.7 52.8 370.1 4.4 374.5 51.6
Bonds 148.4 - 148.4 17.0 123.8 - 123.8 171
Gilts 61.4 0.7 62.1 7.1 49.6 1.9 51.5 7.1
Property 29.2 - 29.2 3.3 27.6 - 27.6 3.8
Insurance contracts - 147.8 147.8 16.9 - 139.7 139.7 19.3
Cash and cash equivalents 25.6 - 25.6 2.9 8.1 0.2 8.3 1.1

723.8 150.0 873.8 100.0 579.2 146.2 725.4 100.0

None of the pension arrangements directly invest in any of the Group’s own financial instruments nor any property occupied
by, or other assets used by, the Group. The fair values of the above equity and debt instruments are determined based on
quoted prices in active markets. The property assets relate to investments in property funds and their fair value is based on
quoted prices in active markets. The majority of the benefits within the Original Plan are covered by two insurance contracts
with Aviva. The insurance assets have been valued so as to match the defined benefit obligations, the value of which was
calculated by Aviva.

The IAS 19 (accounting) valuation of the defined benefit obligation was undertaken by an external qualified actuary as at
January 2017 using the projected unit credit method. The principal actuarial assumptions used in the valuation were as

follows:
2016
Original 2013 and
Plan SPA
Discount rate 2.65% 2.80% 3.40% 3.65%
Inflation — RPI 3.60% 3.40% 3.05% 3.05%
Inflation — CP!I 2.60% 2.40% 2.05% 2.05%
Salary increases - - - -
Pension increases in payment
— RPI with a maximum of 5% 3.25% 3.10% 3.05% 3.05%
— RPI with a maximum of 2.5% and discretionary increases 2.10% 2.00% 2.50% 2.50%
2016
Non-
Pensioner pensioner

aged 65 aged 45

Life expectancy at age 65 (years)
Male 22.9 23.3 22.8 25.0
Female 25.3 25.8 25.2 27.5

The discount rate has been derived as the single average discount rate appropriate to the term of the liabilities, based on
the yields available on high quality Sterling corporate bonds. The expected average duration of the Original Plan’s liabilities
is 13 years and for the SPA and 2013 Plans it is 26 years.
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The rate of retail price inflation (RPI) has been derived in a consistent way to the discount rate, so that it is appropriate to the
term of the liabilities. As in previous years, the RPI assumption for the 2013 and SPA allow for the inflation risk premium of
0.2% whereas that for the Original Plan does not, because its assets and liabilities are almost fully matched.

The rate of consumer price inflation (CPI) is set at 1.0% lower than the assumption for retail price inflation, reflecting the long
term expected gap between the two indices.

In 2017, the approach to setting the assumptions for pension increases in payment has been revised to take account of future
inflation volatility and how this is likely to interact with the caps of 2.5% and 5% that apply to different tranches of pension.
This results in lower pension increase assumptions and a reduction in the defined benefit obligation of approximately £40m,
but no direct impact on the income statement.

For the 2013 Plan and the SPA, the mortality assumptions reflect the best estimate output from a postcode mortality study
and the most recent 2015 Core Projection model for future improvements published by the CMI Mortality Projections
Committee. Post retirement mortality is therefore assumed to follow the standard SAPS Series 2 All Pensioner tables (with a
multiplier of 95% for males and 92% for females) with improvements based on the CMI 2015 Core Projection model with a
long term trend towards 1.5% pa from 2007.

The mortality assumption for the Original Plan is in line with the standard SAPS Series 1 All Pensioner tables with medium
cohort improvements to 2009 and CMI 2013 improvements with a long term trend towards 1.5% per annum from 2009.
Future improvements from 2016 have been allowed for in line with the most recent CMI 2015 core projections model, with
a long term trend towards 1.5%.

The sensitivity of the net pension asset to changes in the principal assumptions is:

Discount rate 0.5% decrease £86.5m decrease
Price inflation 0.5% increase to RPl and CPI £47.5m decrease
Price inflation 0.1% decrease to CPI (i.e. increase in the gap between RPI and CPI) f4.3m increase
Mortality CMI 2014 improvements (instead of CMI 2015) from 2016 £2.7m decrease

The above sensitivity analyses are based on a change in an assumption while holding all other assumptions constant. In
practice, this is unlikely to occur and changes in some of the assumptions may be correlated. Aside from the matching
insurance contracts held in the Original Plan, no allowance has been made for any change in assets that might arise under any
of the scenarios set out above. When calculating the sensitivity of the defined benefit obligation to significant assumptions,
the same method has been applied as when calculating the pension liability recognised within the consolidated balance
sheet.

The sensitivities shown are just one possible outcome and should not be taken as an indication of the likelihood of a change
occurring in the future. Economic markets have been particularly volatile in recent months and market metrics used to derive
the discount rate and price inflation assumptions could increase or decrease in the future, by more or less than the change
set out.
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The latest full actuarial valuation of the 2013 Plan was undertaken as at 30 September 2016 by Willis Towers Watson (who act
as Actuary to the Trustees). The valuation showed a funding deficit on the Technical Provisions basis required by legislation
of £70.2m at that date.

The Group has agreed a recovery plan to meet the technical deficit, which is intended to restore the scheme assets to a fully
funded position on a Technical Provisions basis by 30 September 2021. Under that agreement, the Group will contribute five
annual payments of up to £14.0m by 31 January each year. The first payment of £14.0m under this agreement was made
in January 2017 and future contributions will only be required to be paid to the extent that there is a funding deficit at the
preceding 31 December.

At the Company’s year end date the 2013 Plan was estimated to be fully funded on a Technical Provisions basis with a surplus
in the region of £5m.

With effect from January 2018, the Company has also agreed to pay contributions of 31.3% pa of members’ frozen pensionable
salaries as at 31 October 2012 towards the future accrual of benefits for active members, an increase from 17.5% pa.

Members of the defined benefit section of the 2013 Plan contribute 3% or 5% of pensionable earnings. With effect from
January 2018, employer contributions will increase from 17.5% pa to 31.3% (c£6m to c£8m pa). Members of the defined
contribution section contribute 3% or 5% of pensionable earnings which is matched by the Group.

Contributions paid by the Group are set out below:

2016

fm

Defined contribution — recognised as an expense 10.8 10.0
Automatic enrolment — recognised as an expense 1.8 1.6
Defined benefit 27.2 7.3
39.8 18.9

The £27.2m paid into the defined benefit section of the 2013 Plan in 2017 included an additional contribution of £14m
paid in respect of the recovery plan agreed with the Trustees following the September 2016 full actuarial valuation and a
prepayment of contributions of £6m for the cost of future accrual in the year to January 2018. Employer contributions for the
defined contribution and automatic enrolment schemes are expected to be similar in the year ahead. Employer contributions
to the defined benefit section in the year ahead are expected to be around £23m assuming a contribution of £14m is paid in
January 2018, although in practice this is contingent on there being a deficit on a funding (Technical Provisions) basis at this
time (refer to details in the Full actuarial valuation section above).

2016

fm

At the beginning of the year 7.3 9.4
Provisions made in the year 4.4 1.2
Utilisation of provisions (1.8) (2.6)
Release of provisions (3.4) (0.9)
Unwind of discount 0.2 0.2
At the end of the year 6.7 7.3

Provision is made for the committed cost of future rentals or estimated exit costs of properties no longer occupied by the
Group. The average remaining lease term for these properties is 11 years (2016: 10 years).
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2016
Shares 2016

‘000 fm
Allotted, called up and fully paid
Ordinary shares of 10p each
At the start of the year 150,670 152,874 15.1 15.3
Purchased for cancellation in the year (3,613) (2,204) (0.4) 0.2)
At the end of the year 147,057 150,670 14.7 15.1

The table below shows the movements in equity from share purchases and commitments during the year:

2016
Shares Cost
‘000 fm
Shares purchased for cancellation in the year 3,613 187.6 2,204 150.7
Less: commitment at start of year - - (1,500) (101.1)
Amount shown in statement of changes in equity 187.6 49.6

Other reserves in the consolidated balance sheet comprise the reserve created on reduction of share capital through a
Scheme of Arrangement under Section 425 of the Companies Act 1985 (£1,460.7m) less share premium account (£3.8m) and
capital redemption reserve (£8.7m) at the time of a capital reconstruction in 2002, plus the accumulated amount of goodwill
arising on acquisition after taking into account subsequent disposals (£0.7m), less the unrealised component of revaluations
of properties arising under previous accounting standards (£5.1m) as at the date of transition to IFRS.

The Group operates a number of share-based payment schemes as follows:

The NEXT Management Share Option Plan provides for options over shares, exercisable between three and ten years
following their grant, to be allocated to Group employees at the discretion of the Remuneration Committee. This plan is
primarily aimed at middle management and senior store staff. No options were granted to any directors or changes made
to existing entitlements in the year under review. No employee is entitled to be granted options under the scheme if, in the
same financial year, they have received an award under NEXT's LTIP or SMP.

The total number of options which can be granted is subject to limits. There are no cash settlement alternatives and they
are therefore accounted for under IFRS 2 as equity-settled awards. Option prices are set at the prevailing market price at
the time of grant. The maximum total market value of shares (i.e. the acquisition price of shares) over which options may be
granted to any person during any financial year of the Company is three times salary, excluding bonuses and benefits in kind.
This limit may be increased to five times salary in circumstances considered by the Committee to be exceptional, for example
on the grant of options following recruitment. Grants are generally made annually.

The Company’s Save As You Earn (“Sharesave”) scheme is open to all UK employees. Invitations to participate are generally
issued annually and the scheme is subject to HMRC rules. The current maximum monthly savings for the schemes detailed
below is £250. Options are granted at the prevailing market rate less a discount of 20% and are exercisable three or five
years from the date of grant. A similar Sharesave scheme is open to the Company’s Eire employees. Sharesave options are
also accounted for as equity-settled awards under IFRS 2.
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The following table summarises the movements in Management and Sharesave options during the year:

2016
Weighted
average
No. of exercise
options price
Outstanding at beginning of year 4,624,159 £47.60 5,735,130 £36.22
Granted 2,129,400 £45.54 1,155,664 £66.41
Exercised (883,097) £33.94 (2,032,959) £25.84
Forfeited (805,511) £56.97 (233,676) £50.53
Outstanding at end of year 5,064,951 £47.61 4,624,159 £47.60
Exercisable at end of year 1,392,536 £31.90 998,094 £22.37

Options were exercised on a regular basis throughout the year and the weighted average share price during this period
was £52.89 (2016: £74.82). Options outstanding at January 2017 are exercisable at prices ranging between £10.81 and
£70.80 (2016: £9.17 and £70.80) and have a weighted average remaining contractual life of 5.7 years (2016: 5.6 years), as

analysed below:

2016

Weighted
average
remaining
No. of  contractual
options life (years)

Exercise price range
£9.17 - £29.67 771,652 34 1,129,741 3.9
£38.25 1,117,369 3.7 - -
£41.12 - £41.70 757,351 5.3 1,332,947 5.6
£54.10 - £59.76 1,219,448 7.4 840,540 3.2
£66.95 - £70.80 1,199,131 7.7 1,320,931 8.7
5,064,951 5.7 4,624,159 5.6

As explained in the Remuneration Report, the Group operates LTIP and SMP schemes for executive directors and other
senior executives. The SMP is an equity-settled scheme. Prior to January 2014, all LTIP awards were accounted for as cash-
settled share-based payments. From January 2014 onwards, new LTIP grants to executive directors will be settled in shares
with no cash settlement alternative. Those awards are therefore accounted for under IFRS 2 as equity-settled. Awards to
other senior executives and legacy awards to executive directors will continue to be treated as cash-settled. From January
2014, executive directors are no longer granted SMP awards. Performance conditions for SMP and LTIP awards are detailed

in the Remuneration Report.
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The following table summarises the movements in nil cost SMP options during the year:

2016

No. of

options

Outstanding at beginning of year 85,657 118,281
Granted 15,002 17,686
Exercised (21,081) (48,137)
Forfeited (2,632) (2,173)
Outstanding at end of year 76,946 85,657

Exercisable at end of year 21,390 -

The weighted average remaining contractual life of these options is 7.6 years (2016: 7.5 years). SMP options were exercised
at different times in the year and the weighted average share price during this period was £52.47 (2016: £72.92).

The following table summarises the movements in nil cost equity-settled LTIP awards during the year:

2016
Maximum
No. of
awards
Outstanding at beginning of year 100,745 64,182
Granted 64,038 52,991
Lapsed - (16,428)
Outstanding at end of year 164,783 100,745
The weighted average remaining contractual life of these options is 1.5 years (2016: 1.9 years).
The following table summarises the movements in cash-settled LTIP awards during the year:
2016
Maximum
No. of
awards
Outstanding at beginning of year 338,760 507,164
Granted 92,912 83,633
Vested (114,345) (188,218)
Lapsed (69,715) (63,819)
Outstanding at end of year 247,612 338,760

A credit of £2.3m for the year (2016: charge of £7.4m) has been made in the accounts in respect of cash-settled LTIP grants,
of which a credit of £2.1m (2016: charge of £0.6m) related to the executive directors. The weighted average remaining
contractual life of these awards is 1.4 years (2016: 1.5 years).
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The fair value of Management, Sharesave and SMP options granted is calculated at the date of grant using a Black-Scholes
option pricing model. Expected volatility was determined by calculating the historical volatility of the Company’s share price
over a period equivalent to the expected life of the option. The expected life applied in the model is based on historical
analyses of exercise patterns, taking into account any early exercises. The following table lists the inputs to the model used
for options granted in the years ended 28 January 2017 and 30 January 2016 based on information at the date of grant:

Management share options (granted in April) 2016
Share price at date of grant £54.10 £70.80
Exercise price £54.10 £70.80
Volatility 20.60% 19.64%
Expected life 4 years 4 years
Risk free rate 0.64% 1.03%
Dividend yield 2.83% 2.02%
Weighted average fair value per option £6.22 £9.09
Sharesave plans (granted in October) 2016
Share price at date of grant £47.81 £74.70
Exercise price £38.25 £59.76
Volatility 25.22% 18.00%
Expected life 3.3 years 3.3 years
Risk free rate 0.31% 0.75%
Dividend yield 3.30% 2.01%
Weighted average fair value per option £10.04 £15.53
SMP (granted in April/May) 2016
Share price at date of grant £52.65 £71.75
Exercise price Nil Nil
Volatility 21.53% 18.39%
Expected life 3 years 3 years
Risk free rate 0.58% 0.87%
Dividend yield 2.91% 1.99%
Weighted average fair value per option £48.25 £67.59

The fair value of equity-settled LTIP awards granted is calculated at the date of grant using a Monte Carlo option pricing
model. Expected volatility was determined by calculating the historical volatility of the Company’s share price over a period
equivalent to the life of the award. The following table lists the inputs to the model used for awards granted in the year
ended 28 January 2017 and 30 January 2016 based on information at the date of grant:

Equity-settled LTIP awards (granted in March) 2016
Share price at date of grant £56.35 £72.75
Award price Nil Nil
Volatility 20.92% 18.19%
Life of award 3 years 3 years
Risk free rate 0.64% 1.10%
Dividend yield 2.72% 1.97%
Fair value per award £23.27 £31.10
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Equity-settled LTIP awards (granted in September) 2016
Share price at date of grant £50.05 £77.40
Award price Nil Nil
Volatility 24.54% 18.22%
Life of award 3 years 3 years
Risk free rate 0.16% 0.90%
Dividend yield 3.16% 1.94%
Fair value per award £20.60 £32.38

The NEXT 2003 Employee Share Ownership Trust (ESOT) has an independent Trustee resident in Jersey and provides for
the issue of shares to Group employees, including share issues under share options, at the discretion of the Trustee. All
Management and Sharesave options which were exercised during the year were satisfied by shares issued from the ESOT.

At 28 January 2017 the ESOT held 4,414,892 (2016: 4,348,344) ordinary shares of 10p each in the Company, the market
value of which amounted to £170.0m (2016: £301.1m). Details of outstanding share options are shown in Note 22.

The consideration paid for the ordinary shares of 10p each in the Company held by the ESOT at 28 January 2017 and
30 January 2016 has been shown as an ESOT reserve and presented within equity for the Company and the Group. All other
assets, liabilities, income and costs of the ESOT have been incorporated into the accounts of the Company and the Group.

The table below shows the movements in equity from ESOT share purchases during the year:

2016
Shares
‘000 fm
Shares purchased by ESOT in the year 978 50.9 1,468 108.7
Shares issued on employee option exercises 911 30.5 2,130 54.8

Proceeds of £29.9m (2016: £53.0m) were received on the exercise of Management and Sharesave options. The amount
shown in the statement of changes in equity of £30.5m (2016: £54.8m) is after the issue of nil cost LTIP, SMP and Deferred
Bonus shares. The weighted average cost of shares issued by the ESOT was £44.2m (2016: £92.0m).

At 22 March 2017, employee share options over 96,530 shares had been exercised subsequent to the balance sheet date
and had been satisfied by ordinary shares issued by the ESOT.

NEXT operates a centralised treasury function which is responsible for managing the liquidity, interest and foreign currency
risks associated with the Group's activities. As part of its strategy for the management of these risks, the Group uses
derivative financial instruments. In accordance with the Group's treasury policy, derivative instruments are not entered into
for speculative purposes. Treasury policy is reviewed and approved by the Board and specifies the parameters within which
treasury operations must be conducted, including authorised counterparties, instrument types and transaction limits, and
principles governing the management of liquidity, interest and foreign currency risks.

The Group's principal financial instruments, other than derivatives, are cash and short term deposits, bank overdrafts and
loans, and corporate bonds. The main purpose of these financial instruments is to raise finance for the Group’s operations.
In addition, the Group has various other financial assets and liabilities such as trade receivables and trade payables arising
directly from its operations.
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The Group manages its cash and borrowing requirements centrally to minimise net interest expense within risk parameters
agreed by the Board, whilst ensuring that the Group has sufficient liquid resources to meet the operating needs of its
businesses. The forecast cash and borrowings profile of the Group is monitored to ensure that adequate headroom remains
under committed borrowing facilities.

The table below shows the maturity analysis of the undiscounted remaining contractual cash flows (including interest) of the
Group's financial liabilities, including cash flows in respect of derivatives:

Bank loans and overdrafts 35.3 - - - 35.3
Trade and other payables 479.4 7.7 - - 4871
Corporate bonds 39.3 39.3 442.8 680.8 1,202.2
554.0 47.0 442.8 680.8 1,724.6
Derivatives: net settled (7.2) (7.1) (18.2) (16.9) (49.4)
Derivatives: gross settled
Cash inflows (1,106.0) - - - (1,106.0)
Cash outflows 1,067.9 - - - 1,067.9
Total cash flows 508.7 39.9 424.6 663.9 1,637.1
Less than 1 1to2 2to5 Over 5
year years years years Total
2016 fm fm fm fm fm
Bank loans and overdrafts 128.6 - - - 128.6
Trade and other payables 530.7 5.7 - - 536.4
Dividends 88.3 - - - 88.3
Corporate bonds 253.5 28.4 85.2 658.1 1,025.2
1,001.1 34.1 85.2 658.1 1,778.5
Derivatives: net settled (12.1) (6.6) (16.8) (16.7) (52.2)
Derivatives: gross settled
Cash inflows (1,070.2) — — = (1,070.2)
Cash outflows 1,025.4 — — = 1,025.4
Total cash flows 944.2 27.5 68.4 641.4 1,681.5

At 28 January 2017, the Group had borrowing facilities of £525.0m (2016: £550.0m) in respect of which all conditions
precedent have been met. £285.0m is committed until November 2020 and a further £240.0m is committed until September
2021. £nil of this facility was drawn down at January 2017 (2016: £115.0m).

The Group is exposed to fair value interest rate risk on its fixed rate corporate bonds and cash flow interest rate risk on
floating rate bank loans and overdrafts. The forecast cash and borrowings profile of the Group is monitored regularly to
assess the mix of fixed and variable rate debt, and the Group uses interest rate derivatives where appropriate to reduce its
exposure to changes in interest rates and the economic environment.
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The Group has interest rate swap agreements in place as fair value hedges of part of the interest rate risk associated with
the corporate bonds. Under the terms of the swaps, which have the same key features as the bonds, the Group receives a
fixed rate of interest equivalent to the relevant coupon rate, and pays a variable rate. Details of the effective rates payable
are given in Note 17.

The fair values of the Group's interest rate swaps, including accrued interest, are as follows:

2016
fm

Derivatives in designated fair value hedging relationships 40.8 44.8

The fair values of derivatives have been calculated by discounting the expected future cash flows at prevailing interest rates
and are based on market prices at the balance sheet date.

The Group’s principal foreign currency exposures arise from the purchase of overseas sourced products. Group policy allows
for these exposures to be hedged for up to 24 months ahead in order to fix the cost in Sterling. This hedging activity involves,
the use of spot, forward and option contracts.

The market value of outstanding foreign exchange contracts is reported regularly at Board level, and reviewed in conjunction
with percentage cover taken by season and current market conditions in order to assess and manage the Group’s ongoing
exposure.

The Group does not have a material exposure to currency movements in relation to the translation of overseas investments
and consequently does not hedge any such exposure. The Group’s net exposure to foreign currencies, taking hedging
activities into account, is illustrated by the sensitivity analysis in Note 27.

The fair values of foreign exchange derivatives are as follows:

2016

fm

Derivatives in designated hedging relationships 31.6 36.8

Other foreign exchange derivatives (0.8) 0.9)

Total foreign exchange derivatives 30.8 35.9
The total notional amount of outstanding foreign exchange contracts at the balance sheet date is as follows:

2016

fm

US Dollar 1,003.4 987.4

Euro 39.2 59.2

Other 63.3 23.6

1,105.9 1,070.2
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Investments of cash surpluses, borrowings and derivative instruments are made through banks and companies which must
fulfil credit rating and investment criteria approved by the Board. Concentrations of risk are mitigated by the use of various
counterparties at any one time. All customers who wish to trade on credit terms are subject to credit verification procedures.
Receivable balances are monitored on an ongoing basis and provision is made for estimated irrecoverable amounts. The
concentration of credit risk is limited due to the Directory customer base being large and diverse. The Group's outstanding
receivables balances are detailed in Note 11.

The capital structure of the Group consists of debt, as analysed in Note 28, and equity attributable to the equity holders
of the Parent Company, comprising issued capital, reserves and retained earnings as shown in the consolidated statement
of changes in equity. The Group manages its capital with the objective that all entities within the Group continue as going
concerns while maintaining an efficient structure to minimise the cost of capital. The Group is not restricted by any externally
imposed capital requirements.

As part of its strategy for delivering sustainable long term growth in Earnings Per Share, the Group has been returning capital
to shareholders by way of share buybacks in addition to dividends (including special dividends). Share buybacks may be
transacted through both on-market purchases and contingent contracts for off-market share purchases.

2016
fm
Financial assets
Derivatives in designated hedging relationships 91.3 95.9
Loans and receivables 1,033.2 963.4
Cash and short term deposits 49.7 66.3
Available for sale financial assets 1.0 1.0
Financial liabilities
Derivatives at fair value through profit and loss — held for trading (0.8) (0.9)
Derivatives in designated hedging relationships (18.9) (14.3)
Corporate bonds (913.5) (828.8)
Amortised cost (446.3) (667.9)

All derivatives are categorised as Level 2 under the requirements of IFRS 13 “Fair value measurement”, as they are valued
using techniques based significantly on observed market data.
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The fair values of each category of the Group’s financial instruments are the same as their carrying values in the Group's
balance sheet, other than as noted below:

2016

Carrying
amount Fair value
fm fm

Corporate bonds

In hedging relationships 463.5 478.5 516.2 533.9
Not in hedging relationships 450.0 481.3 312.6 345.4
913.5 959.8 828.8 879.3

Corporate bonds are held at amortised cost adjusted for the effect of the change in fair value hedge.

The fair values of corporate bonds are their market values at the balance sheet date (IFRS 13 Level 1) reflecting quoted
(unadjusted) prices in active markets for identical assets or liabilities. Market values include accrued interest and changes in
credit risk and interest rate risk, and are therefore different to the reported carrying amounts.

The Group's principal foreign currency exposures are to US Dollars and the Euro. The table below illustrates the hypothetical
sensitivity of the Group's reported profit and closing equity to a 10% increase and decrease in the US Dollar/Sterling and
Euro/Sterling exchange rates at the year end date, assuming all other variables remain unchanged. The sensitivity rate of
10% represents the directors’ assessment of a reasonably possible change, based on historic volatility.

The analysis assumes that exchange rate fluctuations on currency derivatives that form part of an effective cash flow hedge
relationship affect the fair value reserve in equity and the fair value of the hedging derivatives. For foreign exchange
derivatives which are not designated hedges, movements in exchange rates impact the income statement.

Positive figures represent an increase in profit or equity.

Income statement Equity
2016 2016
fm fm
Sterling strengthens by 10%
US Dollar (3.6) (2.8) (64.2) (41.9)
Euro - - (2.2) (3.1)
Sterling weakens by 10%
US Dollar (0.4) (5.6) 73.0 51.6
Euro - — 2.7 3.8

Year end exchange rates applied in the above analysis are US Dollar 1.25 (2016: 1.42) and Euro 1.17 (2016: 1.31).
Strengthening and weakening of Sterling may not produce symmetrical results depending on the proportion and nature of
foreign exchange derivatives which do not qualify for hedge accounting.
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The table below illustrates the hypothetical sensitivity of the Group’s reported profit and closing equity to a 0.5% increase or
decrease in interest rates, assuming all other variables were unchanged. The sensitivity rate of 0.5% represents the directors’
assessment of a reasonably possible change, based on historic volatility.

The analysis has been prepared using the following assumptions:

e For floating rate assets and liabilities, the amount of the asset or liability outstanding at the balance sheet date is assumed
to have been outstanding for the whole year.

e Fixed rate financial instruments that are carried at amortised cost are not subject to interest rate risk for the purpose of
this analysis.

Positive figures represent an increase in profit or equity.

Income statement Equity
2016 2016
fm fm
Interest rate increase of 0.5% (2.2) (2.8) (2.2) (2.8)
Interest rate decrease of 0.5% 2.2 2.8 2.2 2.8
Other
January non-cash
2016 Cash flow changes
fm fm fm
Cash and short term deposits 66.3 49.7
Overdrafts and short term borrowings (13.6) (35.3)
Cash and cash equivalents 52.7 (39.2) 0.9 14.4
Unsecured bank loans (115.0) 115.0 — -
Corporate bonds (828.8) (84.7) — (913.5)
Fair value hedges of corporate bonds 41.2 = (2.6) 38.6
Total net debt (849.9) (8.9) (1.7) (860.5)

The Group has entered into operating leases primarily in respect of retail stores and lesser amounts for warehouses, vehicles
and equipment. These non-cancellable leases have remaining terms of between one month and approximately 25 years.
Contingent rentals are payable on certain retail store leases based on store revenues. The majority of the Group's property
leases provide for their renewal by mutual agreement at the expiry of the lease term.

Future minimum rentals payable under non-cancellable operating leases where the Group is the lessee:

2016
fm

Leases expiring:
Within one year 246.3 242.6
In two to five years 825.6 828.9
Over five years 963.6 917.2
2,035.5 1,988.7

At January 2017, future rentals receivable under non-cancellable subleases where the Group is the lessor were £12.0m
(2016: £11.3m).
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Additional information on the Group's leasing commitments as at 28 January 2017 is detailed in the table below:

Minimum Less

lease sub-lease
payments income Net total
fm fm fm
Year to January 2016 (Actual) 236.2 (6.8) 229.4
Year to January 2017 (Actual) 243.5 (7.7) 235.8
Year to January 2018 246.3 (6.3) 240.0
Year to January 2019 233.6 (3.5) 230.1
Year to January 2020 2241 (2.0) 222.1
Year to January 2021 196.9 (0.2) 196.7
Year to January 2022 171.0 — 171.0
Subtotal 5 years to January 2022 1,071.9 (12.0) 1,059.9
5 years from February 2022 to January 2027 591.7 - 591.7
10 years from February 2027 to January 2037 345.6 - 345.6
2037 and beyond 26.3 - 26.3
Total future obligations 2,035.5 (12.0) 2,023.5

During the year to January 2016, the directors became aware that certain dividends paid in 2014 and 2015 totalling £311.2m
had been made otherwise than in accordance with the Companies Act 2006 because interim accounts had not been filed
at Companies House prior to payment. At a General Meeting of the Company’s shareholders held on 10 February 2016, a
resolution was passed which authorised the appropriation of distributable profits to the payment of the relevant dividends
and removed any right for the Company to pursue shareholders or directors for repayment. This constituted a related party
transaction under IAS 24 “Related party disclosures”. The overall effect of the resolution being passed was to return all
parties to the position they would have been in had the relevant dividends been made in full compliance with the Act.

During the year the Group sold goods and services in the normal course of business to its associate undertaking, Choice
Discount Stores Limited, as follows:

2016

fm

Sales 8.6 7.7
Trade receivables 0.4 0.7

The Group's other related party transactions were the remuneration of key management personnel (refer to Note 4).
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30 January
2016
Notes fm
Fixed assets
Investments C2 2,475.7 2,475.7
Other financial assets C3 57.3 57.0
2,533.0 2,532.7
Current assets
Other debtors 7.9 13.2
Cash at bank and in hand - 20.1
7.9 33.3
Creditors: amounts falling due within one year C4 (48.0) (488.0)
Net current liabilities (40.1) (454.7)
Total assets less current liabilities 2,492.9 2,078.0
Creditors: amounts falling due after more than one year C4 (923.8) (628.9)
Total liabilities (971.8) (1,116.9)
NET ASSETS 1,569.1 1,449 1
Capital and reserves
Called up share capital @5 14.7 15.1
Share premium account 0.9 0.9
Capital redemption reserve 15.2 14.8
ESOT reserve C5 (215.4) (208.7)
Other reserves C5 985.2 985.2
Profit and loss account Cé 768.5 641.8
TOTAL EQUITY 1,569.1 1,449 .1

The profit for the year dealt with in the accounts of the Company is £540.7m (2016: £675.2m).

The financial statements were approved by the Board of directors and authorised for issue on 23 March 2017. They were
signed on its behalf by:

N =2

Chief Executive Group Finance Director
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Profit

Share Capital and
Share premium redemption ESOT Other loss
capital account reserve  reserve reserves account
fm fm fm fm fm fm
At 24 January 2015 15.3 0.9 14.6 (192.0) 985.2 621.6 1,445.6
Profit for the year - - - - - 675.2 675.2
Other comprehensive income for the year - - - - - - -
Total comprehensive income for the year - - - - - 675.2 675.2
Share buybacks and commitments (Note
C5) (0.2) - 0.2 - - (49.6) (49.6)
ESOT share purchases and commitments
(Note C5) - - - (108.7) - - (108.7)
Shares issued by ESOT - - - 92.0 - (37.2) 54.8
Share option charge - - - - - 13.7 13.7
Equity dividends — - - - - (581.9) (581.9)
At 30 January 2016 15.1 0.9 14.8 (208.7) 985.2 641.8 1,449.1
Profit for the year - - - - - 540.7 540.7
Other comprehensive income for the year - - - - - - -
Total comprehensive income for the year - - - - - 540.7 540.7
Share buybacks and commitments (Note
C5) (0.4) - 0.4 - - (187.6)  (187.6)
ESOT share purchases and commitments
(Note C5) - - - (50.9) - - (50.9)
Shares issued by ESOT = = = 44 .2 = (13.7) 30.5
Share option charge - - - - - 13.1 13.1
Equity dividends = = = = = (225.8) (225.8)
At 28 January 2017 14.7 0.9 15.2 (215.4) 985.2 768.5 1,569.1
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The Parent Company financial statements of NEXT plc have been prepared in accordance with the Companies Act 2006 and
Financial Reporting Standard 101 “Reduced disclosure framework” (“FRS 101”). FRS 101 enables the financial statements
of the Parent Company to be prepared in accordance with EU-adopted IFRS but with certain disclosure exemptions. The
main areas of reduced disclosure are in respect of equity-settled share-based payments, financial instruments, the cash flow
statement, and related party transactions with Group companies. The accounting policies adopted for the Parent Company,
NEXT plc, are otherwise consistent with those used for the Group which are set out on pages 101 to 106. The ESOT is
consolidated on the basis that the parent has control, thus the assets and liabilities of the ESOT are included in the balance
sheet and shares held by the ESOT in the Company are presented as a deduction from equity. As permitted by Section 408
of the Companies Act 2006, the income statement of the Company is not presented as part of the financial statements.

The £2,475.7m (2016: £2,475.7m) investment shown in the balance sheet of NEXT plc relates to its investment in NEXT
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Holdings Limited. A full list of the Group’'s related undertakings is contained in the table below.

% held
by Group
Company name Registered office address companies
AgraTech Limited Glen House, 200-208 Tottenham Court Road, London, W1T 7PL 100
Belvoir Insurance Company Limited Maison Trinity, Trinity Square, St Peter Port, GY1 4AT, Guernsey 100
Brecon Debt Recovery Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
Cairns Limited 14/F Cityplaza 1, 1111 King's Road, Taikoo Shing, Quarry Bay, Hong Kong 100
Callscan Inc. McSwiney, Semple, Hankin-Birke & Wood PC, PO Box 2450, 280 Main Street, New 100
London, NH 03257, USA
Choice Discount Stores Limited 14-14A Rectory Road, Hadleigh Benfleet, Essex, SS7 2ND, United Kingdom 40
Lipsy Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
LLC Next 7 Dolgorukovskaya Street, 127006, Moscow, Russian Federation 100
Next (Asia) Limited 14/F Cityplaza 1, 1111 King's Road, Taikoo Shing, Quarry Bay, Hong Kong 100
Next (Europe) BV Herikerbergweg 238, Luna Arena,1101CM Amsterdam, Netherlands 100
Next Sourcing Limited Shanghai Office Suites 2501-02, 25F Lippo Plaza, 222 Huai Hai Middle Road, Shanghai 100
Next AV s.r.o. Pribinova 8, 811 09, Bratislava, Slovakia 100
Next Brand Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
Next Distribution Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
Next Financial Services Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
Next Holdings Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
Next Hempel Fashions (Shanghai) Co Ltd Room 201A-201B, Infiniti Plaza, Huai Hai Zhong Road, HuangPu District, Shanghai PRC, 200021 90
Next Manufacturing (Pvt) Limited Phase 1, Ring Road, 2 E.P.Z, Katunayake, Sri Lanka 100
Next Manufacturing Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
Next Near East Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
Next Pension Trustees Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
Next PK s.r.o. Rohanské nabrezi 671/15, Karlin, Prague 8, 186 00, Czech Republic 100
Next Properties Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
Next Retail Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
Next Sourcing (UK) Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
Next Sourcing Limited 14/F Cityplaza 1, 1111 King's Road, Taikoo Shing, Quarry Bay, Hong Kong 100
Next Sourcing Services (India) Private Limited 207 Jaina Tower, 1 District Centre, Janakpuri, New Delhi, 110058, India 100
Next Sourcing VM Limited 14/F Cityplaza 1, 1111 King's Road, Taikoo Shing, Quarry Bay, Hong Kong 100
Next Sweden AB Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
Next Commercial Trading (Shanghai) Co Limited Room 301, Building No.4, No.58 Ruixing Lu, Shanghai FTC, PRC, 201306 100
NSL Limited 14/F Cityplaza 1, 1111 King's Road, Taikoo Shing, Quarry Bay, Hong Kong 100
Perimeter Technology Inc. McSwiney, Semple, Hankin-Birke & Wood PC, PO Box 2450, 280 Main Street, New 100
London, NH 03257, USA
The Next Directory Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
The Paige Group Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
UJ Next Kereskedelmi Korlatolt Felelossegu 1132 Budapest, Vaci ut 22-24, Budapest, Hungary 100
Tarsasag
Ventura Group Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
Ventura Network Distribution Limited Desford Road, Enderby, Leicester, LE19 4AT, United Kingdom 100
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Other financial assets comprise interest rate derivatives as detailed in Note 12 of the consolidated financial statements,

which are carried at their fair value.

2016
Current Non-current
fm fm
Corporate bonds - 907.3 213.8 615.0
Unsecured bank loans - - 115.0 -
Amounts due to subsidiary undertaking 321 - 58.6 -
Dividends payable - - 88.3 -
Other financial liabilities - 16.5 - 13.9
Accruals and other creditors 15.9 - 12.3 -
48.0 923.8 488.0 628.9

Further information on the Company’s corporate bonds is given in Note 17. For dividends payable refer to Note 7. Other financial
liabilities include interest rate swaps carried at fair value (Refer to Note 16).

Details of the Company’s share capital and share buybacks are given in Note 20. ESOT transactions are detailed in Note 23.
Other reserves in the Company balance sheet of £985.2m (2016: £985.2m) represent the difference between the market
price and the nominal value of shares issued as part of the capital reconstruction in 2002 on acquisition of NEXT Holdings
Limited (formerly NEXT Group plc) which was subject to section 131 Companies Act 1985 merger relief.

The profit and loss account of the Parent Company does not include any unrealised profits, however the amount available
for distribution under the Companies Act 2006 by reference to these accounts is effectively reduced by the ESOT reserve of
£215.4m (2016: £208.7m). At January 2017, therefore, the amount available for distribution by reference to these accounts is
£553.1m (2016: £433.1m). The Group also has substantial retained profits in its subsidiary companies which are expected to
flow up to the Parent Company in due course, such that surplus cash generated can continue to be returned to our external
shareholders.

During the year to January 2016, the directors became aware that certain dividends paid in 2014 and 2015 were made
otherwise than in accordance with the Companies Act 2006 because interim accounts had not been filed at Companies
House prior to payment. At a General Meeting of the Company’s shareholders held on 10 February 2016, a resolution was
passed which authorised the appropriation of distributable profits to the payment of the relevant dividends and removed any
right for the Company to pursue shareholders or directors for repayment. The overall effect of this resolution being passed
was to return all parties to the position they would have been in had the relevant dividends been made in full compliance
with the Companies Act 2006.
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Half Year and Sector Analysis (unaudited)

First Second 52 weeks to First Second 53 weeks to

half half Jan 2017 half half Jan 2016

fm £fm fm fm fm fm
Total sales’
NEXT Retail 1,083.6 1,221.0 2,304.6 1,083.0 1,323.0 2,406.0
NEXT Directory 821.2 907.3 1,728.5 767.0 920.7 1,687.7
NEXT International Retail 321 31.6 63.7 36.3 39.6 75.9
NEXT Sourcing 2.5 2.8 5.3 3.2 4.0 7.2
Lipsy 141 13.0 271 14.9 15.2 30.1
Property Management 3.6 4.0 7.6 3.0 3.8 6.8
Total 1,957.1 2,179.7 4,136.8 1,907.4 2,306.3 4,213.7
Profit before tax
NEXT Retail 133.9 204.8 338.7 161.0 247 1 408.1
NEXT Directory 204.2 239.9 4441 184.1 229.2 413.3
NEXT International Retail 4.2 5.1 9.3 4.7 5.7 10.4
NEXT Sourcing 21.8 22.9 44.7 22.9 28.2 51.1
Lipsy 2.8 2.7 5.5 1.8 3.9 5.7
Property Management 3.0 3.8 6.8 6.6 0.9 7.5
Other activities (9.4) (12.0) (21.4) (19.1) (9.8) (28.9)
Operating profit 360.5 467.2 827.7 362.0 505.2 867.2
Net finance costs (18.4) (19.1) (37.5) (14.9) (16.2) (31.1)
Total 3421 448.1 790.2 347.1 489.0 836.1

" As defined in Note 1 of the consolidated financial statements.

nextplc.co.uk

145

(%)
>
o
=
()
>
o
Q.
®
=
=l
o
3
3
o
=5
o
>




NeXC plc

Five Year History

2017 2016 2015 2014 2013

Year to January £m fm fm fm fm
Underlying' continuing business
Total sales? 4,136.8 4,213.7 4,027.8 3,758.2 3,562.5
Statutory revenue 4,097.3 4,176.9 3,999.8 3,740.0 3,547.8
Operating profit — underlying 52 weeks 827.7 851.8 812.1 722.8 650.2
Net finance costs — underlying 52 weeks (37.5) (30.5) (29.9) (27.6) (28.6)
Profit before tax — underlying 52 weeks 790.2 821.3 782.2 695.2 621.6
53rd week (pre-tax) - 14.8 - - -
Exceptional items (pre-tax) - - 12.6 - 44.9
Taxation (154.9) (169.3) (159.9) (142.0) (157.9)
Profit after taxation 635.3 666.8 634.9 553.2 508.6
Total equity 510.5 311.8 321.9 286.2 285.6
Shares purchased for cancellation 3.6m 2.2m 2.2m 6.2m 7.5m
Dividends per share

— ordinary 158.0p 158.0p 150.0p 129.0p 105.0p

— special - 240.0p 150.0p 50.0p -
Basic Earnings Per Share

Underlying (52 weeks) 441.3p 442.5p 419.8p 366.1p 297.7p

Total 441.3p 450.5p 428.3p 366.1p 320.1p

1. Underlying is shown pre-exceptional items.
2. Asdefined in Note 1 of the consolidated financial statements.
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Glossary

Alternative performance measures

The Directors use alternative performance measures as they
believe these measures provide additional useful information
on the underlying trends, performance and position of the
Group. These measures are used for performance analysis.
The alternative performance measures are not defined by
IFRS and therefore may not be directly comparable with
other companies’ alternative performance measures. These
measures are not intended to be a substitute for, or superior
to, IFRS measures.

Divisional operating profit

Divisional profit before interest and tax, excluding equity-
settled share option charges recognised under IFRS 2 “Share-
Based Payment” and unrealised foreign exchange gains
and losses on derivatives which do not qualify for hedge
accounting. Refer to Note 1 of the financial statements.

Earnings Per Share

The level of growth in EPS provides a suitable measure of the
financial health of the Group and its ability to deliver returns
to shareholders. Refer to Note 8 of the financial statements.

EBITDA

Earnings before Interest, Taxation, Depreciation and Amortisation
is a measure of cash generation. 2017 EBITDA is calculated as
profit before tax of £790m plus interest of £38m, plus depreciation
and amortisation of £118m.

Full price sales

VAT exclusive sales of stock items excluding items sold
in our mid-season or end-of-season Sale events and our
Clearance operations and includes interest income relating
to those sales. Full price sales are a direct indicator of the
performance and profitability of the business.

Bought-in gross margin

Difference between the cost of stock and initial selling price,
expressed as a percentage of achieved total VAT exclusive
selling prices. Bought-in gross margin is a measure of the
profit made on the sale of stock at full price.

Like-for-like sales

Growth in sales from stores which have been open for at
least one full year. This metric enables the performance of
the Group to be measured on a consistent year on year basis.

Net branch profit

Store Total Sales less cost of sales, payroll, controllable
costs, occupancy costs and depreciation. Expressed as
a percentage of VAT inclusive sales. It is a measure of
profitability on a store by store level.

Net debt

Comprises cash and cash equivalents, bank loans, corporate
bonds, fair value hedges of corporate bonds and finance
leases. Refer to Note 28 of the financial statements. Net
debt is a measure of the Group's indebtedness.

Net operating margin

Profit after deducting markdowns and all direct and indirect
trading costs, expressed as a percentage of achieved Total
Sales. Net margin measures whether profitability is changing
at a higher or lower rate relative to revenue.

Total Sales

VAT exclusive full price and markdown sales including the
full value of commission based sales and interest income
(as described and reconciled in Note 1 of the financial
statements). Total sales is a direct indicator of performance.

Underlying like-for-like sales

Like-for-like sales, excluding stores impacted by new openings.
This is a measure of the annual performance of stores taking
into account the impact of new store openings on existing
stores.

Underlying profit and Earnings Per Share

Excludes exceptional items and shown on a consistent 52
week basis, where relevant. Allows for more consistent
comparison, excluding one-off items.
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Glossary

Other definitions

Directory active customers

Customers who have placed a Directory order or received a
standard account statement in the last 20 weeks.

Capital expenditure (“Capex”)

The additions to property, plant and equipment.

Cash recovery

Cash recovery is the cash generated from Markdown sales
expressed as a percentage of the VAT inclusive full price
value of the stock going into the Sale.

Directory cash customers

Directory customers who pay at the time of ordering online
or via the Call Centre.

Directory credit customers

Customers who order using a Directory credit account
(nextpay account).

Exceptional items

Exceptional items relate to certain costs or incomes that
derive from events or transactions that fall within the normal
activities of the Group but which, individually or, if of a
similar type, in aggregate, are excluded from the Group’s
underlying performance measures by virtue of their size and
nature in order to better reflect management’s view of the
performance of the Group.

FTE

FTE refers to full time equivalent number of employees.

Internal rate of return (IRR)

Internal rate of return is a discount rate that makes the net
present value of all cash flows from a particular project equal
to zero.

Like-for-like stores

Stores that have traded for at least one full year.

Mainline store

Non-clearance store. Clearance stores sell stock left over
from the NEXT end-of-season Sale activity.

Markdown sales

VAT exclusive sales of stock items in our mid-season or end-
of-season Sale events and our Clearance operations.

Retail selling space

Selling space is defined as the trading floor area of a store
which excludes stockroom and administration areas.

LTIP

Long Term Incentive Plan (refer to page 75).

SMP
Share Matching Plan (refer to page 75).

Total Shareholder Returns (TSR)

TSR has been calculated by reference to the growth in
share price combined with the notional investment of gross
dividends on ex-dividend dates to create a dividend fraction.
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Notice of Meeting

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR
IMMEDIATE ATTENTION.

If you are in any doubt as to the action you should take,
you are recommended to seek your own personal financial
advice from your stockbroker, bank manager, solicitor,
accountant or other financial advisor authorised under
the Financial Services and Markets Act 2000.

If you have sold or otherwise transferred all your NEXT
plc (“"NEXT"” and/or the “Company”) shares, please send
this document, together with the accompanying Form of
Proxy, as soon as possible to the purchaser or transferee,
or to the stockbroker, bank or other agent through whom
the sale or transfer was effected, for delivery to the
purchaser or transferee.

Notice is given that the Annual General Meeting (AGM)
of NEXT will be held at the Leicester Marriott Hotel, Smith
Way, Grove Park, Leicester, LE19 1SW on Thursday 18 May
2017 at 9.30 am at which the following resolutions will be
proposed, resolutions 1 to 17 as Ordinary Resolutions and
18 to 23 as Special Resolutions.

Further information on these resolutions can be found
in the Directors’ Report on pages 43 to 46 and in the
appendices to this Notice. Biographies of the directors
are shown on pages 40 and 41 of the Annual Report.

1. To receive and adopt the accounts and reports of the
directors and auditor for the year ended 28 January 2017.

2. To approve the Directors’ Remuneration Policy, the full
text of which is contained in the Remuneration Report for
the year ended 28 January 2017 and set out on pages
63 to 72.

3. To approve the Remuneration Report (excluding the
Directors’ Remuneration Policy set out on pages 63 to
72) for the year ended 28 January 2017.

4. To declare a final dividend of 105p per share in respect of
the year ended 28 January 2017.

To re-elect John Barton as a director.
To elect Jonathan Bewes as a director.
To re-elect Caroline Goodall as a director.

To re-elect Amanda James as a director.

Y o N o o

To re-elect Michael Law as a director.
10. To elect Michael Roney as a director.
11. To re-elect Francis Salway as a director.
12.To re-elect Jane Shields as a director.

13. To re-elect Dame Dianne Thompson as a director.

14. To re-elect Lord Wolfson as a director.

15. To appoint PricewaterhouseCoopers LLP as auditor of the
Company, to hold office until the conclusion of the 2018
AGM of the Company and to authorise the directors to
set their remuneration.

16. That the directors be authorised to amend the rules of
the NEXT Long Term Incentive Plan (LTIP) to permit new
awards under the LTIP to receive the benefits of dividends
paid by the Company in the period from the grant date
of the awards and the date when these awards vest, as
explained on page 43 of the Directors’ Report.

17. Directors’ authority to allot shares
That:

a. the directors be authorised to allot equity securities
(as defined in section 560 of the Companies Act 2006
(the "2006 Act")) in the Company:

i. in accordance with article 7 of the Company’s
articles of association (the “Articles”), up to a
maximum nominal amount of £4,900,000 (as
reduced by any equity securities allotted under
paragraph (a)(ii) below); and

ii. up to a maximum nominal amount of £9,800,000
(as reduced by any equity securities allotted under
paragraph (a)(i) above) in connection with an offer
by way of a rights issue (as defined in article 8(b)
(i) of the Articles);

b. in accordance with article 7 of the Articles this
authority shall expire at the conclusion of the next
AGM of the Company after the passing of this
resolution, or, if earlier, at the close of business on
18 August 2018; and

c. all previous unutilised authorities under section 551
of the 2006 Act shall cease to have effect (save to
the extent that the same are exercisable pursuant to
section 551(7) of the 2006 Act by reason of any offer
or agreement made prior to the date of this resolution
which would or might require shares to be allotted on
or after that date).
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18. General disapplication of pre-emption rights

a.

that, subject to resolution 17 being passed, in
accordance with article 8 of the Articles, the directors
be given power to allot equity securities for cash;

the power under paragraph (a) above (other than in
connection with a rights issue, as defined in article
8(b)(ii) of the Articles) shall be limited to the allotment
of equity securities having a nominal amount not
exceeding in aggregate £735,000 representing 5% of
the issued ordinary share capital;

in accordance with article 8 of the Articles this
authority shall expire at the conclusion of the next
AGM of the Company after the passing of this
resolution or, if earlier, at the close of business on
18 August 2018; and

all previous unutilised authorities under sections 570
and 573 of the 2006 Act shall cease to have effect
(save to the extent that they are exercisable by reason
of any offer or agreement made prior to the date of
this new resolution which would or might require
shares to be allotted on or after that date).

19. Additional disapplication of pre-emption rights

a.

that, subject to resolutions 17 and 18 being passed,
in accordance with article 8 of the Articles, the
directors be given the power to allot additional equity
securities for cash;

the power under paragraph (a) above (other than in
connection with a rights issue, as defined in article
8(b)(ii) of the Articles) shall be limited to the allotment
of equity securities having a nominal amount not
exceeding in aggregate £735,000 representing 5% of
the issued ordinary share capital;

used only for the purposes of financing (or refinancing,
if the authority is to be used within six months after
the original transaction) a transaction which the
directors determine to be an acquisition or other
capital investment of a kind contemplated by the
Statement of Principles on Disapplying Pre-emption
Rights most recently published by the Pre-Emption
Group prior to the date of this notice;

in accordance with article 8 of the Articles this
authority shall expire at the conclusion of the next
AGM of the Company after the passing of this
resolution or, if earlier, at the close of business on
18 August 2018; and

other than in respect of authorities granted pursuant
to resolution 18, all previous unutilised authorities
under sections 570 and 573 of the 2006 Act shall
cease to have effect (save to the extent that they
are exercisable by reason of any offer or agreement
made prior to the date of this new resolution which
would or might require shares to be allotted on or
after that date).

20. On-market purchase of own shares

That in accordance with the 2006 Act, the Company be
granted general and unconditional authority to make
market purchases (as defined in section 693 of the 2006
Act) of any of its own ordinary shares on such terms and

in such manner as the directors may determine provided
that:

a.

the authority conferred by this resolution shall be
limited to the lesser of 22,043,000 ordinary shares
of 10p each and no more than 14.99% of the issued
ordinary shares outstanding at the date of the AGM,
such limit to be reduced by the number of any shares
purchased pursuant to the authority granted at
resolution 21 opposite;

the minimum price which may be paid for ordinary
shares (exclusive of expenses) is 10p per ordinary
share;

the maximum price which may be paid for each
ordinary share (exclusive of expenses) is an amount
not more than the higher of: (i) 105% of the average
of the middle market price of the ordinary shares of
the Company according to the Daily Official List of
the London Stock Exchange for the five business days
immediately preceding the date of purchase and
(i) an amount equal to the higher of the price of the
last independent trade of an ordinary share of the
Company and the highest current independent bid
for an ordinary share of the Company as derived from
the London Stock Exchange Trading System;

this authority shall expire at the conclusion of the
next AGM of the Company after the passing of
this resolution or, if earlier, at the close of business
18 August 2018;

the Company may make a contract or contracts to
purchase ordinary shares under the authority hereby
conferred prior to the expiry of such authority which
will or may be executed wholly or partly after the
expiry of such authority and may make a purchase
of ordinary shares in pursuance of any such contract;
and
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f. all existing authorities for the Company to make
market purchases of its own ordinary shares are
revoked, except in relation to the purchase of shares
under a contract or contracts concluded before the
date of this resolution and which has or have not yet
been executed.

21. Off-market purchases of own shares

That, in accordance with section 694 of the 2006 Act,
the proposed programme agreements to be entered
into between the Company and any of Goldman Sachs
International, UBS AG, Deutsche Bank AG, HSBC Bank
plc and Barclays Bank plc (in the form produced to this
meeting and initialled by the Chairman for the purpose
of identification) (the “Programme Agreements”) be and
are approved and the Company be and is authorised to
enter into the Programme Agreements and all and any
forward trades which may be effected or made from time
to time under or pursuant to the Programme Agreements
for the off-market purchase by the Company of its
ordinary shares of 10 pence each, as more fully described
in Appendix 1 on pages 152 to 153 of this Notice (the
authority conferred by this special resolution to expire on
whichever is the earlier of the conclusion of the next AGM
of the Company held after the passing of this resolution
of, if earlier, at the close of business on 18 August 2018,
(except in relation to the purchase of ordinary shares
under any forward trade effected or made before the
expiry of such authority and which might be completed
wholly or partly after such expiry)), and provided that
shares purchased pursuant to this authority will reduce
the number of shares that the Company may purchase
under the general authority granted under resolution 20
opposite.

22.

23.

Increasing the Company'’s borrowing powers

That the Articles be amended by deleting the present
article 67 (borrowing powers) and replacing it with a new
article 67 in order to increase the directors’ powers to
incur borrowings of the Company from the higher of
£1.5bn or an amount equal to two times adjusted total
equity to the higher of £2bn, or an amount equal to two
times adjusted total equity (as defined in the Articles) of
the Company. For these purposes borrowings do not
include operational leases.

Notice of general meetings

That, in accordance with the Articles, a general meeting
(other than an AGM) may be called on not less than 14
clear days’ notice.

By order of the Board

Q«éow M"*—

Seonna Anderson

Company Secretary

Registered Office: Desford Road, Enderby,
Leicester, LE19 4AT

17 April 2017
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Appendix 1

Further information on resolution
21: Off-market purchases of own
shares

As noted in the Directors’ Report on page 44, approval
will be sought from shareholders to renew the Company’s
authority to make off-market purchases of its shares.

By virtue of special resolution 16 passed at the Company'’s
2016 AGM, shareholder authority was given to the Company
to make on-market purchases of shares. This authority was
limited to a maximum of 22,585,000 shares and expires
on the earlier of the date of the AGM held in 2017 or
19 August 2017. At the same AGM, authority was granted
to the Company to make off-market purchases of shares
for cancellation under contingent purchase contracts to be
entered into with any of Goldman Sachs International, UBS
AG, Deutsche Bank AG, HSBC Bank plc and Barclays Bank
plc (the “Bank(s)"). This authority was limited to a maximum
of 3 million shares and expires on the earlier of the date of
the AGM to be held in 2017 or 19 August 2017. Pursuant to
those authorities and up to 22 March 2017, the Company has
bought back 3,613,121 shares for cancellation, representing
2.4% of its issued share capital as at the date of the 2016
AGM, at a total cost of £187.6m. No shares were bought
back under contingent purchase contracts.

Under sections 693 and 694 of the 2006 Act, the Company
is not permitted to make off-market purchases or contingent
purchases of its shares unless it obtains advance shareholder
approval to the proposed contract terms. Furthermore,
the Market Abuse Regulations (MAR) limit the Company’s
ability to purchase its shares at a time when any director is
in receipt of unpublished price sensitive information about
the Company. Accordingly, no purchases of shares would
normally be made in periods when the directors might be in
receipt of unpublished price sensitive information (“Closed
Periods”). The Company typically follows the definition
of Closed Period in Article 19(11) of MAR which includes
30 days before the announcement of its interim results in
September and full year results in March each year. In the
absence of a Programme Agreement (as defined below),
these Closed Periods inevitably reduce the number of shares
the Company is able to purchase.

In order to achieve maximum flexibility in its share purchase
activities, the Company is able to enter into irrevocable
and non-discretionary programmes to allow it to buy shares
during Closed Periods. Another method of providing
flexibility and reducing the cost, is for the Company to enter
into contingent forward purchase contracts outside of Closed

Periods. As in previous years, the Company intends to enter
into new agreements (the “Programme Agreements”), with
each of the Banks, under which the Company may (although
it is not obliged to) enter into contingent forward trades
(Contingent Forward Trades or CFT) from time to time.

The terms of a CFT will be agreed between the Company
and the Bank before it is entered into. The Company is
committed to purchase shares under a CFT on the day it is
executed subject to the terms of the Programme Agreement.
The terms of each CFT will provide for the Company to
purchase a fixed number of shares each week over a period
of between 20 to 30 weeks. The maximum number of shares
that can be purchased under each CFT is limited to 30,000
shares per week.

Whether or not the Company purchases shares in a particular
week during the term of a CFT is dependent upon the
Company’s share price either not rising to, or above, a level
(the "Upper Suspension Level”) or, if applicable, falling to or
below a level (the “Lower Suspension Level” and together
with the Upper Suspension Level, the “Suspension Levels”).
The Suspension Levels and duration are determined by the
Company and are set at the time the CFT is entered into.
The Upper Suspension Level must be set between 104% and
110% of the Company's share price at the start of the CFT.
If the Company chooses to incorporate a Lower Suspension
Level, it must be set between 80% and 95% of the price at the
start of the CFT. The inclusion of a Lower Suspension Level
would help mitigate the Company’s financial commitment
under a CFT if its share price was to fall below this level after
the CFT had been executed. If the Lower Suspension Level is
not included, the level of discount to the market share price
would be higher.

The price at which the Company may purchase shares during
the term of a CFT (the “Forward Price”) shall also be fixed at
the start of the CFT. The Forward Price will be determined
by the Bank with reference to the volume weighted average
price for shares traded in NEXT on the day the CFT is entered
into. The Forward Price is subject to a maximum of 99% of
the share price at the start of the contract and a minimum of
10 pence (the par value of an ordinary share). The minimum
and maximum amount of time between entering a CFT and
shares being purchased is 5 days and 30 weeks respectively.
The Company will announce the details of each CFT on the
day it is entered into and any subsequent termination via the
UK Listing Authority’s Regulatory News Service. This structure
would allow the Company to purchase shares at a discount
to the market price (as at the time each CFT commences),
for so long as the Suspension Levels are not reached, without
breaching the Listing Rules. If any Suspension Level is reached,
the CFT would terminate automatically at that time and no
further shares would be purchased under that contract.

nextplc.co.uk



Under the provisions of sections 693 and 694 of the 2006
Act, the Programme Agreements and Contingent Forward
Trades are contingent purchase contracts to purchase shares
by the Company off-market. Accordingly resolution 21, which
will be proposed as a special resolution, seeks shareholder
approval to the terms of the Programme Agreements to
be entered into between the Company and each of the
Banks. The Programme Agreements will have a duration
of the shorter of the period to the date of the next AGM
to be held in 2018 or 18 August 2018 and will incorporate
the terms of an ISDA Master Agreement and Schedule. The
Programme Agreements will be entered into and each CFT
will be affected outside a Closed Period but shares may be
purchased during a Closed Period by the Company.

Should shareholder approval be granted, any number of CFT
may be affected with the Banks at any time, provided that:

e the total maximum number of shares which the Company
is permitted to purchase pursuant to this authority would
be 3 million, representing circa 2% of its issued share
capital at 22 March 2017;

e the total cost of shares that the Company would be
permitted to purchase pursuant to this authority may not
exceed £200m (including costs);

e the Forward Price may not exceed the higher of:

(i) 105 per cent of the average of the middle market
price of a share according to the Daily Official List of
the London Stock Exchange for the five business days
immediately preceding the day on which the share is
purchased; and

(i) an amount equal to the higher of the price of the
last independent trade of an ordinary share of the
Company and the highest current independent bid
for an ordinary share of the Company as derived from
the London Stock Exchange Trading System;

e the Forward Price will be no more than 99% of the share
price at the time the CFT was effected;

e the minimum price that can be paid for any share is 10p;
and

e only one CFT will be entered into on any particular day.

Shares purchased under the Programme Agreements will
reduce the number of shares that the Company may purchase
under any authority granted at the AGM on 18 May 2017
for on-market purchases. No shares will be purchased under
that authority on the same day that a CFT is entered into.
The authority granted to the Company under this resolution
will expire at the conclusion of the AGM of the Company
held in 2018 or on 18 August 2018, whichever is the earlier,
unless such authority is renewed prior to that time (except
in relation to the purchase of shares under any CFT effected
before the expiry of such authority and which might be
completed wholly or partly after such expiry). The purchase
of shares under the Programme Agreements will always
be physically settled by delivery of shares to the Company
(except in the case of certain events of default or termination
events).

A copy of each of the Programme Agreements will be
available at the AGM on 18 May 2017. Copies will also be
available for inspection at the Company’s registered office
at Desford Road, Enderby, Leicester, LE19 4AT and at the
offices of Slaughter and May at One Bunhill Row, London,
EC1Y 8YY during usual business hours until the date of the
AGM and at the AGM itself.

The total number of employee share awards and share options
to subscribe for shares outstanding at 22 March 2017 was
5,370,981. This represents 3.7% of the issued share capital
at that date. If the Company were to buy back the maximum
number of shares permitted pursuant to both the existing
authority for off-market purchases granted at the 2016 AGM
(which will expire at the 2017 AGM) and the authority sought
by this special resolution, then the total number of options
to subscribe for shares outstanding at 22 March 2017 would
represent 3.8% of the reduced issued share capital.

nextplc.co.uk
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Appendix 2: Statement of Circumstances

EY e

Brildirsy & beiter
L LR s

The Direcians 1T Apuril 2017
MEXT pic

Desford Road

Enderoy

Leiceales

LE19 4AT

Dear Sirs

Statement of Circumstances connécted with ceasing to hold office as
Auditor

In accordance with section 518(1) of the Companies Acl 2008, we confirn thet the croumsiances
conneciad with gur resignaticn, effactive on 18 May 2017, are that: follewing changes i the UK
Corporate Gowermance Code and EU Regulalion (which réguire suditar lendering and ie4ation ) and a
subsequent tender process, MEXT pic (registered number 4412362 ) has nominated anoiher fum for
appointment as audior,

Yours fathfully

Lol f,?;.j LLP

Emst & Young LLFP
United Kingdom

Meeting formalities and voting
Attending the Annual General Meeting

To be entitled to attend and vote at the AGM (and in accordance with the Articles and pursuant to Regulation 41 of the
Uncertificated Securities Regulations 2001) and for the purposes of determining the number of votes shareholders may cast,
shareholders must be registered in the register of members of the Company as at 6.00 pm on 16 May 2017 or, if the meeting
is adjourned, shareholders must be entered on the Company'’s register of members at 6.00 pm on the day two days before
the adjourned meeting.
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The total number of the Company’s issued share capital on
22 March 2017, which is the latest practicable date before
the publication of this Notice, is 147,056,562 ordinary shares.
All of the ordinary shares carry one vote each and there are
no shares held in treasury. On a vote by a show of hands
every member who is present has one vote and every proxy
present who has been duly appointed by a member entitled
to vote has one vote. On a poll vote every member who is
present in person or by proxy has one vote for every ordinary
share they hold.

In line with best practice, all resolutions will be put to poll
votes. The directors believe a poll is more representative of
shareholders’ voting intentions because shareholders’ votes
are counted according to the number of shares held and all
votes tendered are taken into account. The procedures for
the poll votes will be explained at the AGM.

In respect of resolution 21 on off-market share purchase
contracts, the 2006 Act provides that this resolution will not
be effective if any member of the Company holding shares to
which it relates (i.e. those which may be purchased pursuant
to the Programme Agreements) exercised the voting rights
carried by any of those shares in voting on the resolution and
the resolution would not have been passed if they had not
done so. Therefore, NEXT intends to disregard any poll votes
which are cast in favour of resolution 21 attaching to 3 million
shares (being the total maximum number of shares which the
Company is permitted to purchase pursuant to the Programme
Agreements) from both the total number of votes cast in favour
of this resolution and the total number of votes cast.

The results of the AGM will be posted on the Company's
website (www.nextplc.co.uk) after the meeting and notified
to the UK Listing Authority.

Voting and proxies

Whether or not you intend to attend the AGM in person, you
are requested to complete and return the form of proxy to
Equiniti, to arrive as soon as possible but in any event not
later than 9.30 am on 16 May 2017 (or 48 hours before any
adjourned meeting). The completion and return of the form
of proxy will not prevent you from attending and voting at
the AGM if you so wish.

A shareholder who is entitled to attend and vote at the AGM
may appoint one or more proxies to attend, speak and vote
instead of him/her, provided that each proxy is appointed to
exercise the rights attached to a different share or shares held
by that shareholder. A proxy need not also be a shareholder
of the Company and may vote on any other business which
may properly come before the meeting.

The statements of the rights of members in relation to the
appointment of proxies in the above paragraph and in the
paragraphs headed "“Electronic Voting” and “CREST voting
facility” below do not apply to a Nominated Person. The

rights described in these paragraphs can only be exercised
by registered members of the Company. Nominated persons
are reminded that they should contact the registered holder
of their shares (and not the Company) on matters relating to
their investments in the Company.

In the case of joint holders, where more than one of the joint
holders purports to appoint a proxy, only the appointment
submitted by the most senior holder will be accepted, the
senior holder being the first named of the joint holders to
appear in the Company’s share register.

A member who appoints as their proxy someone other than
the Chairman, is responsible for ensuring that the proxy
attends the meeting and is aware of the voting intention of
the member. If no voting instruction is given, the proxy has
discretion on whether and how to vote.

A person to whom this Notice is sent who is a person
nominated under section 146 of the 2006 Act to enjoy
information rights (a “Nominated Person”) may, under an
agreement between them and the shareholder by whom
they were nominated, have a right to be appointed (or to
have someone else appointed) as a proxy for the AGM.
If a Nominated Person has no such proxy appointment
right or does not wish to exercise it, they may, under any
such agreement, have a right to give instructions to the
shareholder as to the exercise of voting rights.

If a member submits more than one valid proxy appointment,
the appointment received last before the latest time for the
receipt of proxies will take precedence.

Electronic voting

As an alternative to completing and returning a form of
proxy, you may submit your proxy electronically by accessing
our registrar's website www.sharevote.co.uk. You will require
your unique Voting ID, Task ID and Shareholder Reference
Number as printed on the proxy card. The use by members
of the electronic proxy appointment service will be governed
by the terms and conditions of use which appear on the
website. Electronic proxies must be completed and lodged
in accordance with the instructions on the website by no later
than 9.30 am on 16 May 2017.

CREST voting facility

Those shareholders who hold shares through CREST may
choose to appoint a proxy or proxies using CREST for the
AGM to be held on 18 May 2017 and any adjournment(s)
thereof by using the procedures described in the CREST
Manual. CREST personal members or other CREST
sponsored members, and those CREST members who have
appointed a voting service provider(s), should refer to their
CREST sponsor or voting service provider(s), who will be able
to take the appropriate action on their behalf.

nextplc.co.uk
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In order for a proxy appointment or instruction made using
the CREST service to be valid, the appropriate CREST
message (a “CREST Proxy Instruction”) must be properly
authenticated in accordance with Euroclear UK & Ireland
Limited's specifications and must contain the information
required for such instructions, as described in the CREST
Manual. The message, regardless of whether it constitutes
the appointment of a proxy or is an amendment to the
instruction given to a previously appointed proxy must, in
order to be valid, be transmitted so as to be received by the
issuer’s agent (ID RA19) by the latest time(s) for receipt of
proxy appointments specified in the notice of meeting. For
this purpose, the time of receipt will be taken to be the time
(as determined by the timestamp applied to the message by
the CREST Applications Host) from which the issuer’s agent
is able to retrieve the message by enquiry to CREST in the
manner prescribed by CREST. After this time any change of
instructions to proxies appointed through CREST should be
communicated to the appointee through other means.

CREST membersand, where applicable, their CREST sponsors
or voting service providers should note that Euroclear UK &
Ireland Limited does not make available special procedures
in CREST for any particular messages. Normal system
timings and limitations will therefore apply in relation to
the input of CREST Proxy Instructions. It is the responsibility
of the CREST member concerned to take (or, if the CREST
member is a CREST personal member or sponsored
member or has appointed a voting service provider(s), to
procure that his CREST sponsor or voting service provider(s)
take(s)) such action as shall be necessary to ensure that a
message is transmitted by means of the CREST system by
any particular time. In this connection, CREST members and,
where applicable, their CREST sponsors or voting service
provider(s) are referred, in particular, to those sections of
the CREST Manual concerning practical limitations of the
CREST system and timings. The CREST Manual is available at
www.euroclear.com.

The Company may treat as invalid a CREST Proxy Instruction
in the circumstances set out in Regulation 35(5)(a) of the
Uncertificated Securities Regulations 2001.

Corporate representatives

Any corporation which is a member can appoint one or more
corporate representatives who may exercise on its behalf all
of its powers as a member provided that they do not do so
in relation to the same shares.

Right to ask questions

Any shareholder attending the meeting has the right to ask
questions. The Company must answer any such question
relating to the business being dealt with at the AGM but
no such answer need be given if (i) to do so would interfere
unduly with the preparation for the meeting or involve the
disclosure of confidential information, (ii) the answer has

already been given on a website in the form of an answer
to a question, or (iii) it is undesirable in the interests of the
Company or the good order of the AGM that the question
be answered.

Documents available for inspection

Copies of the following documents will be available for
inspection at the Company’s registered office during usual
business hours and will be available for 15 minutes prior
to and for the duration of the AGM. Copies will also be
available for inspection at the offices of Slaughter and May
at One Bunhill Row, London, EC1Y 8YY during usual business
hours until the close of the AGM:

e Terms of appointment of the non-executive directors

* Rules of the NEXT Long Term Incentive Plan, pursuant to
resolution 16

* The Programme Agreements pursuant to resolution 21

* Articles that reflect the change proposed in resolution 22

Company website

A full copy of the Annual Report (which includes this Notice),
together with those for prior years, and other information
required by section 311A of the 2006 Act can be found on
the NEXT plc website at www.nextplc.co.uk.

Under section 527 of the 2006 Act members meeting the
threshold requirements set out in that section have the
right to require the Company to publish on a website a
statement setting out any matter relating to: (i) the audit of
the Company’s accounts (including the auditor’s report and
the conduct of the audit) that are to be laid before the AGM;
or (i) any circumstance connected with an auditor of the
Company ceasing to hold office since the previous meeting
at which annual accounts and reports were laid in accordance
with section 437 of the 2006 Act. The Company may not
require the members requesting such website publication
to pay its expenses in complying with sections 527 or 528
of the 2006 Act, and it must forward the statement to the
Company’s auditor not later than the time when it makes the
statement available on the website. The business which may
be dealt with at the AGM includes any statement that the
Company has been required under section 527 of the 2006
Act to publish on its website.

You may not use any electronic address provided in this
Notice of Meeting to communicate with the Company for
any purposes other than those expressly stated.
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Other Shareholder Information

Registered office
Desford Road, Enderby, Leicester, LE19 4AT
Registered in England and Wales, no. 4412362

Payment of dividend

The recommended final dividend, if approved, will be paid
on 1 August 2017 to holders of ordinary shares registered
at close of business on 7 July 2017. The ordinary shares will
trade ex-dividend from 6 July 2017.

Annual General Meeting

The AGM will be held at 9.30 am on Thursday 18 May 2017
at the Leicester Marriott Hotel, Smith Way, Grove Park,
Leicester, LE19 1SW. The Notice of Meeting on pages 149
to 156 sets out business to be transacted. Full access is
available to the venue for those with special requirements.

Share price data
(Stock Exchange Code: NXT.L)

2017 2016
Share price at financial year end £38.50 £69.25
Market capitalisation £5,662m £10,434m
Share price movement during year:
High mid-market quotation £70.20 £80.15
Low mid-market quotation £38.26 £65.25

Discount voucher

The Company offers a discount voucher to any first named,
registered shareholder holding a minimum number of 100
ordinary shares as at 1 April each year. The shareholder
discount voucher entitles the recipient or their immediate
family to a 25% discount against most purchases at any one
time of full price NEXT merchandise in NEXT Retail stores.
There is no limit on the value of goods that can be purchased
at that time. The voucher expires on 31 October of the year
in which it was issued. It cannot be used in conjunction
with any other discount voucher or offer, nor can it be used
for the purchase of gift cards, Sale merchandise, electrical
goods, non-NEXT branded goods or purchases from NEXT
Directory (unless ordered through one of our Retail stores).
Shareholders holding shares in nominee or ISA accounts
are also eligible, but must request the voucher through
their nominee or ISA account manager who should email
alyson_wenlock@next.co.uk.

Registrars and transfer office

Equiniti, Aspect House, Spencer Road, Lancing, West Sussex,
BN99 6DA

Telephone +44 (0) 371 384 2164. Calls to this number are
charged at 8p per minute plus network extras. Overseas
Shareholder Helpline Number +44 (0) 121 415 7047. Lines
are open 8.30 am to 5.30 pm Monday to Friday.

Shareholder enquiries

The Company's share register is maintained by Equiniti.
Please contact them online at www.shareview.co.uk or using
the contact details above if you have any enquiries about
your NEXT shareholding including the following matters:

e change of name and address;

e |oss of share certificate, dividend warrant or dividend
confirmation;

e if you receive duplicate sets of Company mailings as a
result of an inconsistency in name or address and wish, if
appropriate, to combine accounts.

The Shareview Portfolio service from Equiniti gives you
more online information about your NEXT shares and other
investments. For direct access to information held for you on
the share register, including recent balance movements and
a daily valuation of investments held in your portfolio, visit
www.shareview.co.uk.

For shareholders with disabilities Equiniti provides the
following:

e if requested future communications produced by them will
be sent in the appropriate format;

e textphone number +44 (0) 371 384 2255 for shareholders
with hearing difficulties;

* hearing loop facilities in their buildings for use by visiting
shareholders.

CREST

The Company’s ordinary shares are available for electronic
settlement.

Payments of dividends to
mandated accounts

Shareholders who do not at present have their dividends
paid directly into a bank or building society may wish to do
so. A mandate form is attached to your dividend warrant
and tax voucher or is available to download from the NEXT
website on www.nextplc.co.uk or from Equiniti, telephone
+44 (0) 371 384 2164.

nextplc.co.uk
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Forward looking statements

This Report and Accounts contains “forward looking statements” which are all matters that are not historical facts, including
anticipated financial and operational performance, business prospects and similar matters. These forward looking statements
are identifiable by words such as “aim”, “anticipate”, “believe”, “budget”, “estimate”, “expect”, “forecast”, “intend”,
“plan”, "project” and similar expressions. These forward looking statements reflect NEXT's current expectations concerning
future events and actual results may differ materially from current expectations or historical results. Any such forward looking
statements are subject to risks and uncertainties, including but not limited to those risks described in “Risks & Uncertainties”
on pages 30 to 34; failure by NEXT to predict accurately customer fashion preferences; decline in the demand for merchandise
offered by NEXT; competitive influences; changes in level of store traffic or consumer spending habits; effectiveness of
NEXT’s brand awareness and marketing programmes; general economic conditions or a downturn in the retail industry;
the inability of NEXT to successfully implement relocation or expansion of existing stores; insufficient consumer interest in
NEXT Directory; acts of war or terrorism worldwide; work stoppages, slowdowns or strikes; and changes in financial or equity
markets. These forward looking statements do not amount to any representation that they will be achieved as they involve
risks and uncertainties and relate to events and depend upon circumstances which may or may not occur in the future and
there can be no guarantee of future performance. Undue reliance should not be placed on forward looking statements which
speak only as of the date of this document. NEXT does not undertake any obligation to update publicly or revise forward
looking statements, whether as a result of new information, future events or otherwise, except to the extent legally required.

revive 100 Silk

This Annual Report is printed on Revive 100% Recycled Silk.
The paper is made from 100% post consumer waste and is
fully recyclable and biodegradable. The mill of manufacture is
certified to the 1SO 9001 Quality Standard and the 1SO 14001
Environmental Standard.

\J.T I Fi
[

CARRNAM
NEUTRAL

RECYCLED

Paper made from
recycled material

Ewlscorg FSC® C100528

CarkonNewtrsl.com

The paper used in this Report and Accounts is carbon

neutral certified. All associated emissions have been ]OneS Palmer

independently audited and offset to net zero.

158 nextplc.co.uk









