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Amazon co uk Limited

Directors’ report

The directors present their report and financial statements for the year ended 31 December 2005

Results and dividends
The profit for the year amounted to £3,295,688 (2004 £2,945,548} The directors do not recommend the
payment of any dividends (2004 £nil)

Principal activities
The principal activity of the company during the year was the provision of marketing and support services
to other group undertakings

Review of the business and future developments
The directors are satisfied with the results achieved for the year, and the future outlook for the company
remains promising

Disabkled employees

All applications from disabled persons are fully considered Should an employee become disabled, it 1s the
group's practice to continue their current employment where possible or offer switable alternatives It 1s the
policy of the group that the traiming, career development and promotion of disabled persons should, as far
as possible, be identical with that of other employees

Employee involvement

The company continues to place importance upon the education and development of its people There 1s a
well developed employee (nvolvement programme within the company All employees’ traiming and
development 1s supported by continuing in-service educatiocn  The company places considerable value on
the involvement of 1ts employees and has continued 1ts previous practice of keeping them informed on
matters affecting then as employees and on various factors affecting the performance of the company

Directors
The directors who served the company during the year and to the date of this report were as follows

A Minshull-Beech (resigned 31 May 2007)

A Lyall (appointed 15 January 2004)
R Regan (resigned 9 March 2007)

R Terrell (resigned 10 June 2005)

L M Wilson (resigned 17 June 2005)

M D Deal (appointed 17 June 2005)

The following directors were appointed after the end of the year

Brian McBnide (appointed 1 June 2007)
Michael Roth (appointed 1 June 2007)

No directors held any interest in the share capital of the company during the year
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Directors’ report (continued)

Auditors
A resclution to reappoint Ernst & Young LLP as auditors will be put to the members at the Annual General

Meeting

On behalf of the Board

’F

rian McBn
Director

Date lq' . 10 Oq'
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Statement of directors’ responsibilities in respect of
the financial statements

Company law requires the directors to prepare financial statements for each financial year which give a
true and fair view of the state of affairs of the company and of the profit or loss of the company for that
period In prepanng those financial statements, the directors are required to

¢ select suitable accounting polictes and then apply them consistently,
. make judgements and estimates that are reasonable and prudent,

. state whether applicable accounting standards have been followed, subject to any matenal departures
disclosed and explained in the financial statements, and

+  prepare the financial statements on the going concern basis unless 1t 15 nappropnate to presume that
the company will continue 1n business

The directors are responsible for keeping proper accounting records which disclose with reasonable
accuracy at any time the financial position of the company and to enable them to ensure that the financial
statements comply with the Companies Act 1985 They are also responsible for safeguarding the assets of
the company and hence for taking reasonable steps for the prevention and detection of fraud and other
wregulanties




Independent auditors’ report

to the members of Amazon.co.uk Limited

We have audited the company’s financial statements for the year ended 31 December 2005 which comprise
the Profit and Loss Account, Statement of Total Recognised Gams and Losses, Balance Sheet and the
related notes 1to 15 These financial statements have been prepared on the basis of the accounting policies
set out therein

This report 1s made solely to the company’s members, as a body, 1n accordance with Section 235 of the
Companies Act 1985 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 1n an auditors’ report and for no other purpese To
the fullest extent permitted by law, we do not accept or assume responsibihity to anyone other than the
company and the company’s members as a body, for our audit work, for this report, or for the opmions we
have formed

Respective responsibilities of directors and auditors

As described in the Statement of Directors’ Responsibilities the company’s directors are responsible for the
preparation of the financial statements i accordance with applicable United Kingdom law and accounting
standards

Our responsibility 15 to audit the financial statements 1n accordance with relevant legal and regulatory
requirements and United Kingdom Auditing Standards

We report to you our opinion as to whether the financial statements give a true and fair view and are
properly prepared 1n accordance with the Companies Act 1985 We also report to you 1f, in our opimon, the
Directors’ Report 1s not consistent with the financial statements, 1f the company has not kept proper
accounting records, 1f we have not received all the information and explanations we require for our audit,
or 1f information specified by law regarding directors’ remuneratton and transactions with the company 1s
nat disclosed

We read the Directors’ Report and consider the implications for our report 1f we become aware of any
apparent misstatements within it

Basis of audit opinion

We conducted our audit in accordance with United Kingdom Auditing Standards 1ssued by the Auditing
Practices Board An audit includes examunation, on a test basis, of evidence relevant to the amounts and
disclosures 1n the financial statements It also includes an assessment of the significant estimates and
Judgements made by the directors in the preparation of the financial statements, and of whether the
accounting policies are appropriate to the company’s circumstances, consistently applied and adequately
disclosed

We planned and performed our audit so as to obtam all the information and explanations which we
considered necessary 1 order to provide us with sufficient evidence to give reasonable assurance that the
financial statements are free from matenal misstatement, whether caused by fraud or other uregulanty or
error In forming our opimon we also evaluated the overall adequacy of the presentation of information n
the financial statements

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the company as at
31 December 2005 and of its profit for the year then ended and have been properly prepared in accordance
with the Companies Act 1985

6 A L (/-p
Emst & Young LLP
Registered Auditor

Reading

Date .J\\.. 9‘0" & et 20.07
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Profit and loss account
for the year ended 31 December 2005

2005 2004

Notes £ £
Turnover 2 71,736,895 63,515,195
Admimstrative expenses (68,638,608) (60,940,597)
Operating profit 3 3,098,227 2,574,598
Bank interest receivable 6 331,959 370,950
Profit on ordinary activities before taxation 3,430,186 2,945,548
Tax on profit on ordinary activihes 7 (134,498) -
Profit retained for the financial year 3,295 688 2,945,548

Statement of total recognised gains and losses
for the year ended 31 December 2005

There are no recogmsed gains or losses other than the profit of £3,295,688 attributable to the shareholders
for the year ended 31 December 2005 (2004 £2,945,548)
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Balance sheet
at 31 December 2005

2005 2004
Notes £ £
Fixed asseis
Tangible assets 8 15,659,252 14,969,155
Current assels
Debtors 9 28,418,041 8,713,137
Cash at bank 1,126,697 16,322,730
29,544,738 25,035,867
Creditors- amounts falling due within one year 10 (17,037,262) (15,133,982)
Net current assets 12,507,476 9,901,885
Total assots less current hiabilities 28,166,728 24,871,040
Capital and Reserves
Called up share capital 13 9,366,036 9,366,036
Other reserves 14 11,802,395 11,802,395
Profit and loss account 14 6,998,297 3,702,609
Equity shareholders’ funds 14 28,166,728 24,871,040
Approved by the Board

Bnan McBnide
Director

Date ‘q’ ' ‘0'0‘1—'
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Notes to the financial statements
at 31 December 2005

1 Accounting policies
Basis of preparation
The financial statements are prepared under the histonical cost convention, and 1n accordance with
applicable accounting standards

The financial statements have been prepared on the going concern basis as the parent undertaking has
agreed to provide continuing financial support to allow the company to meet 1ts obligations as they fal
due

Cash flow statement

The directors have taken advantage of the exemption 1n Financial Reporting Standard No 1 (revised) from
mcluding a cash flow statement 1n the financial statements on the grounds that the company 1s wholly
owned and 1ts parent publishes consolidated financial statements

Fixed assels
All fixed assets are imtially recorded at cost

Depreciation

Depreciation 1s provided on all tangible fixed assets, at rates calculated to write off the cost, less estimated
residual value based on prices prevailing at the date of acquisition of each asset evenly over its expected
useful life, as follows

Plant & Machinery - 10 years

Office Equipment - 2 -5 years

Leasehold Improvements - Lower of expected useful life or lease term
Computer Equipment - 2 years

Deferred taxation

Deferred tax 15 recogrmised n respect of all timing differences that have originated but not reversed at the
balance sheet date where transactions or events have occurred at that date that will result 1n an obhigation to
pay more, or aright to pay less or to receive more, tax, with the following exception

¢  deferred tax assets are recognised only to the extent that the directors consider that 1t 1s more likely
than not that there will be suitable taxable profits from which the future reversal of the underlying
tuming differences can be deducted

Deferred tax 1s measured on an undiscounted basis at the tax rates that are expected to apply in the penods
in which ttming differences reverse, based on tax rates and laws enacted or substantively enacted at the
balance sheet date [

Foreign currencies
Transactions in foreign currencies are recorded at the rate ruling at the date of transaction

Monetary assets and habilities denominated in foreign currencies are retranslated at the rate of exchange
ruling at the balance sheet date

All differences are taken 1o the profit and loss account
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Notes to the financial statements
at 31 December 2005

Accounting policies (continued}

Leasing and hire purchase commitments

Assets held under finance leases, which are leases where substantially all the nisks and rewards of
ownership of the asset have passed to the company, and hire purchase contracts are capitahised 1n the
balance sheet and are depreciated over their useful lives

The interest elements of the rental obligations are charged in the profit and loss account over the periods of
the leases and hire purchase contracts and represent a constant proportion of the balance of capital
repayments outstanding

Rentals payable under operating leases are charged in the profit and loss account on a straight line basis
over the lease term

Pension costs
The company operates a defined contribution pension scheme Contrnibutions are charged to the profit and
loss account as they become payable in accordance with the rules of the scheme

Turnover
Tumover, which 1s stated net of value added tax, represents amounts invoiced to other group companies
and 15 attnbutable to the company’s principal activities

Tumover by geographical segment has not been disclosed because, 1n the opinion of the directors, 1t would
be seriously prejudicial to the interests of the company to do so

Operating profit
This 15 stated after charging/(crediting)

2005 2004

£ £

Auditers’ remuneration - audit services 40,352 18,750
- non-audit services 43,696 10,500

Depreciation of owned fixed assets 3,467,882 2,752,873
Operating lease rentals - land and buildings 4,032,777 3,721,054
- plant and machinery 52,326 45,996
Net (profit)/loss on foreign currency translation 15,576 (34,702)
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Notes to the financial statements
at 31 December 2005

4. Staff costs

2005 2004

£ £

Wages and salanes 32,699,176 27,443,568
Social secunty costs 3,166,436 3,033,196
Staff pension contributions 523,974 361,628

36,389,586 30,838,392

The monthly average number of employees during the year was as follows

2005 2004

No No

Management, Admimstration and Fulfillment Center staff 1,505 1,228

5. Directors’ emoluments

2005 2004

£ £

Emoluments 244 561 327,887

Value of company pension contributions to meney purchase schemes 12,045 14,749

2005 2004

No No

Members of money purchase pension schemes 2 3
The amounts in respect of the highest paid director are as follows

2005 2004

£ £

Emoluments 98,757 127,329

Value of company pension contributions to money purchase schemes 4,937 4,750

Certain directors’ emoluments have been borne by the parent company, Amazon com Inc  These directors
are also directors or officers of a number of the companies within the Amazon Group These directors’
services to the company do not occupy a significant amount of their ime  As such these directors do

not consider that they have received any remuneration for their incidental services to the company for the
years ended 31 December 2005 and 31 December 2004

6. Interest receivable

2005 2004
£ £
Bank interest receivable 331,959 370,950

10
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Notes to the financial statements
at 31 December 2005

7. Taxation on ordinary activities
7(a) Tax on profit on ordinary activities
The tax (credit)/charge 15 made up as follows

2005 2004
£ £

Current tax
UK corporation tax 99,588 -
Tax (over)/under provided in previous years 34910 -
Total current tax (note 7(b)) 134,498 -

7(b) Factors affecting current tax charge
The tax assessed on the profit on ordinary activities for the year 1s lower than the standard rate of
corporation tax in the UK of 30% (2004 30%) The differences are reconciled below

2005 2004
£ £
Profit on ordinary activittes before taxation 3,430,186 2,945,548
Profit on ordinary activities by rate of tax of 30% 1,029,056 883,665
Expenses not deductible for tax 333,400 334,518
Schedule 23 deduction (1,i10,814)  (1,029,391)
Deferred tax not provided for (152,054) (188,792)
Tax under provided in prior years 34,910 -
Total current tax (note 7(a)) 134,498 -
7(c) Deferred tax
The deferred taxation asset not recognised in the financial statements 1s as follows
2005 2004
£ £
Capital allowances 1n advance of depreciation (731,587 (592,617}
Tax losses available 849,536 408,101
Other timing differences 9,659 484,981

127,608 300,465

11
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Amazon co uk Limited

Notes to the financial statements
at 31 December 2005

Tangible fixed assets

Leasehold Plant & Office Computer
Improvements  Machinery  Equipment  Equipment Total
£ £ £ £ £
Cost
At 1 January 2005 9,188,002 10,227,878 3,666,441 3,334,855 26,417,176
Additions 392,649 1,793,891 1,230,545 829,686 4,246,771
Disposals (121,639) - (5,290) (126,929)
At 31 December 2005 9,459,012 12,021,769 4,896,986 4,159,251 30,537,018
Depreciation
At 1 January 2005 4,027,065 3,025,433 1,915,776 2,479,747 11,448,021
Provided duning the year 715,233 1,045,428 896,002 811,219 3,467,882
Disposals (37,035) - - (1,102) (38,137)
At 31 December 2005 4,705,263 4,070,86] 2,811,778 3,289,864 14,877,766
Net book value
At 31 December 2005 4,753,749 7,950,908 2,085,208 869,387 15,659,252
At 31 December 2004 5,160,937 7,202,445 1,750,665 855,108 14,969,155
Debtors
2005 2004
£ £
Trade debtors 39,306 635
Amounts owed by group undertakings 18,588,761 2,332,418
Corporation tax repayable 1,621,182 2,024,906
Cash Equivalent 6,558,828 -
Other debtors 506,993 3,369,912
Prepayments and accrued income 1,102,966 985,266
28,418,041 8,713,137
Creditors: amounts falling due within one year
2005 2004
£ £
Trade creditors 3,810,976 2,614,672
Amounts owed to group undertakings 6,572,314 2,644,503
Other taxation and sccial security 1,056,278 1,607,927
Accruals and deferred income 5,597,694 8,266,880
17,037,262 15,133,682

12
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Notes to the financial statements
at 31 December 2005

11. Commitments under operating leases
At 31 December 2005 the company had annual commitments under non-cancellable operating leases as set

out below
2005 2004
Land and Land and
buldings Other buldings Other
£ £ £ £
Operating leases which expire
Within one year - - - -
In two to five years 871,151 1,049,216 13,854
In over five years 3,424,216 2,375,000 -
4,295,367 3424216 13,854

12. Related party transactions
In accordance with the exemption stated in FRS 8 no details are shown of related party transactions with
the company's parent and fellow subsidiaries within the Amazon com Inc group, as it holds 90% or more
of the voting nights

13. Share capital

Authorised

2005 2004

£ £

Ordinary Shares of £1 each 40,000,000 40,000,000

40,000,000 40,000,000

Allotted, called up and fully paid

2005 2004
No £ No £
Ordinary shares of £1 each 9,366,036 9,366,036 9,366,036 9,366,036

13
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15.

Amazon co uk Limited

Notes to the financial statements
at 31 December 2005

Reconciliation of shareholders’ funds and movement on reserves

Profit and loss Total share-

Share capital  Other Reserve account  holders’ funds

£ £ £ £

At 31 December 2004 9,366,036 11,802,395 3,702,609 24,871,040
Profit for the year - - 3,295,688 3,295,688
Other movements - - - -
At 31 December 2005 9,366,036 11,802,395 6,998,297 28,166,728

Ultimate parent company

The company's parent undertaking and controlling party 1s Amazon com Inc , a company incorporated in
the Umted States of America It has included the company in 1ts group financial statements, copies of
which are available from its headquarter at 1200 12" Avenue South, Surte 1200, Seattle, Washington
98144, USA, or online at the investor relations tab on the amazon com website (www amazon com)
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