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At a glance
UK

UK losses were reduced to £21.7 million.
Our strategy is to close loss-making stores
and reduce operating costs mitigating
the ongoing challenge of weak consumer
spending conditions in the UK.

m Our strategy to transform the UK and return it to profitability is making
good progress. We closed 56 stores during the year and took out
operating costs, meeting the targets we set ourselves a year ago.

@ Total UK sales were down 10.8 per cent (down 9.2 per cent on a
comparable 52 vs. 52 week basis) at £499.7 million. Like-for-like sales
were down 3.6 per cent, helped by Direct in Home, which was up

4.0 per cent on a comparable basis.

UK sales

@ Clothing 35%
@ Home & Travel 38%
Toys 27%

&!h..

e,

Store sales

£340.5m

UK store sales down 14.6%

Direct

£127.7m

UK direct sales down 1.8%

Wholesale

£31.5m

UK wholesale sales up 0.6%

Mar-13 £340.5m

Mar-12 £398.7m
Mar-1 £436.6m

Mar-13 £127.7m

Mar-12 £130.0m
Mar-11 £129.0m

Mar-13 £31.5m
Mar-12 £31.3m
Mar-1 £21.6m

During the year, we reduced space in the
UK by 7.2 per cent, closing 141k sq. ft. or

56 stores. Our Mothercare store format is
larger with 196 stores covering 1,711k sq. ft.

Total direct sales were down 1.8 per cent,
during the year, with Direct in Home sales
of £93.8 million up 2.3 per cent and Direct in
Store sales of £33.9 million down 11.5 per

UK wholesale sales were up 0.6 per cent.
Miniclub, our strategic partnership with
Boots, continues to perform well. We
continue to look for opportunities to extend

compared to our Early Learning Centre
(ELC) format with 59 stores covering

94k sq. ft., which is where our store closure
programme is concentrated. Our strategy

to reduce space further to 1,700k sq. ft.
or 200 stores and reduce the operating
cost base by £20 million by March 2015 is

cent. Direct in Home has benefited from
the migration to a new online platform as
well asimproved navigation, content
and delivery options for our customers.
Next day ‘click and collect” is now
available to all Mothercare stores, is free
for our customers and now makes up

the ELC range to wholesale without
impacting our store or direct sales.

progressing well. circa 20 per cent of Direct in Home sales.
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International

Our International business delivered another International sales
year of growth. On a comparable basis, & Clothing &%
space was up 13.5%, sales were up 15% o Troverer
in constant currency and profits were

up 20.3%.

m Our strategy to grow our International business remains unchanged. We continue
to see growth opportunities in both new and existing markets, where our franchise
partners are moving to larger stores while embarking on multi-channel strategies.

o
<
o
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8 Total International sales were up 8.4 per cent at £728.7 million (up 11.8 per cent
at £685.4 million on a comparable 52 vs. 52 week basis and excluding Australia
and New Zealand). Adjusting for the Eurozone, where consumer confidence
remains depressed, all our regions delivered double-digit sales growth
and positive like-for-like sales growth, which was up 5.6 per cent during — sé"

+23.7 per cent our major markets by March 2015.

the year.
Store sales Direct Wholesale
£721.0m n/a £7.7/m
International store sales up 8.3% Base for International direct building well  International wholesale sales up +11.6%
Mar-13 £721.0m Mar-13 £7.7m
Mar-12 £665.5m Mar-12 £6.9m
Mar-11 £561.5m Mar-11 £9.4m
We now have 1,069 stores covering Over the last year, we have laid the We believe that there is an opportunity
2,347k sq.ft. of space with Mothercare foundations for a robust multi-channel to extend the reach of ELC through
stores accounting for 84.5 per cent of offering for our franchise partners. wholesale but only in those markets
space. Retail sales, through our franchise  We now have a scalable online platform  where we do not already have a
partners’ stores were up 8.3 per centat  that can be rolled out with ease, in presence through franchise stores.
£721.0 million. We are encouraged by multiple languages and currencies. This is a small part of our overall
the growth opportunities offered by our ~ Most of our franchise partners operate International business, but does offer
International markets and believe we in markets where multi-channel is still interesting growth opportunities.
can grow space in line with the level in its infancy and so developing the
achieved during FY2013. infrastructure is crucial. We now have
E 135 5t % i transactional e-commerce sites in oMy
® turope _44 S ores,t countries, Ireland, Indonesia, Kuwait and Russia. i
Space +4.4 per cen In addition, our partner in China has ﬁ
s Middle East and Africa — 309 stores, a transactional site on TMall, China’s —
14 countries, space +15.9 per cent largest online site. Our aim remains ’
@ Asia - 290 stores, 12 countries, space to have a multi-channel offer for all
W

® Latin America - 37 stores, six countries,
space +176.0 per cent f'
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Our mission

Our aim is to be the world’s leading mother
and baby specialist, making life easier for
families the world over with improved value,

choice, service and delivery.

Our brands, Mothercare and Early
Learning Centre have a strong resonance
with parents the world over. It is our
intention to build on our position as the
leading mother and baby specialist
and this is what our three-year
Transformation and Growth plan

seeks to do.

Ayear into the plan, we have made
good progress. We have improved
value, choice, service and delivery for
our customers both in store and online.
We have reduced losses in the UK
and grown our International business,
resulting in an increase in underlying
profit before tax.

International growth

Our International business delivered
profit growth of 20.3 per cent highlighting
the strength of this business. This is
testament to the strength of the team
and their relationship with our franchise
partners the world over.

Our International business continues to
see good growth opportunities across
all our regions. The growth opportunities
in our newer markets is clear to see,

but even our longer established markets
are benefiting from the trend of moving
to larger units whilst also establishing
multi-channel offers ahead of other
retailers in the region.

UK losses reduced

We have made progress towards our
aim of returning the UK to profitability
with losses reduced by 12.1 per cent.
During the year we reduced space by
7.2 per cent by closing 56 loss-making
stores, refurbished stores in Edmonton,
Nottingham and Dudley, improved
value across Clothing and Home &
Travel, introduced new and innovative
products like Innosense, Xpedior and
extended the range of Happyland
characters, relaunched our online
platform and invested in service.
These are initiatives that we will build
on in the years ahead.

Transformation and Growth plan
We have made a good start with our
Transformation and Growth plan and
will build on these themes:

8 Operate a lean retail structure;

® Return the UK to profitability;

8 International growth; and

@ Build a multi-channel business.
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Our strategy for
transformation
and growth

Lean retail

Read more
on page 6

Our aim is to improve operational efficiencies
by reducing non-store operating costs, tightly
managing working capital and cash and
building on the scale of our sourcing operations.

Restore UK profitability
ey

Our aim is to return the UK to profitability by
stabilising like-for-like sales and reducing
store occupancy costs.

International growth

Read more
on page 10

Our aim is to continue to drive double-digit
sales and profit growth by growing space
both in new and existing markets while also
maintaining mid-single digit like-for-like
sales growth.

Multi-channel
worldwide

HONDN

Read more
on page 12

Our aim is to give our customers the world
over a multi-channel offering, allowing them
to shop at Mothercare and Early Learning
Centre in the way that suits them best.

Mothercare plc Annual report and accounts 2013
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Good progress

Lean retail

Lean retail means delivering operational
efficiencies and substantial non-store cost
reductions, tightly managing cash and
working capital and building the scale

of our sourcing operations.

%

8%
Reductionin
working capital

UK stores exited
£509I I l in FY2012/13
Reductionin
non-store costs

M
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Our International business is now larger
than the UK, accounting for circa 60 per
cent of space and retail sales. Worldwide
network sales were down 0.3 per cent as
International network sales were up

8.4 per cent while UK sales were down
10.8 per cent. This ongoing change in the
structure of our business necessitates a
change in our operational structure to
ensure the efficient use of our capital and
resources. Accordingly the Transformation
and Growth plan envisages a change
over the three years of the plan.

Reduce UK non-store costs by £20 million per annum
on an annualised basis

The Transformation and Growth plan identified circa

£20 million of non-store operating costs that could be
eliminated over the course of the plan. We met our first
target to reduce operating cost by £8 million on an
annualised basis and expect to reduce these costs by

a further £7 million on an annualised basis for the current year.

We have also continued to focus on driving down our
working capital requirements and accordingly, we have
reduced working capital by 8 per cent during the year.

Sourcing efficiencies

Leveraging buying volumes has helped us deliver
greater value for our customers, both in the UK and
across our International markets. Whilst it is easy to see
how International volumes have grown with retail sales
growth of 15.0 per cent in constant currency, UK volumes
too have grown, particularly in Clothing. The successful
relaunch of Blooming Marvellous during Autumn/Winter
2012 (AW12) resulted in a 16 per cent increase in units
bought for Spring/Summer 2013 (SS13) while the Value
range also launched for AW12 saw a 30 per cent
increase in the number of options bought for SS13.

Category mix

As expected Toys now make up 27 per cent of total UK
sales, reflecting the continued closure of Early Learning
Centre stores. We would expect Clothing to continue to
benefit from the initiatives taken over the last year and
for Home & Travel to begin to reap the benefits of the
launch of Innosense our own-brand complete feeding
range and Xpedior our own-brand pushchair and
travel system. We will continue to build on the level

of product innovation delivered over the last year.

Service: Dedication to customers

We launched our in store customer survey for both
Mothercare and Early Learning Centre a year ago.
Scores for both have improved as we have taken

on board their feedback. Our customers value the
investment in value across all our ranges, increased
choice with new products, improved staff knowledge
as we have invested in training, and better online
and delivery experience for all our customers.

We have only recently extended the customer survey
to our online business and we would expect to see
similar levels of improvement as a result.

Mothercare plc Annual report and accounts 2013 7
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Good progress

Restore UK profitability

Restoring UK profitability means delivering
profitable growth through targeted

and specific actions aimed at stabilising
like-for-like sales and reducing significantly
store occupancy costs.

‘My Customer’ was
successfully launched
for both in store and 2 55
online customers UK stores
-196 Mothercare

-59 Early Learning Centre

Value range and
price reductions
across Clothing

12.1%

UK losses reduced
during FY2012/13

8  Mothercare plc Annual report and accounts 2013



Returning the UK to profitability is crucial
to our three-year plan. Over the year,
we reduced UK losses by 12.1 per cent

to £21.7 million. We will continue to build
on the initiatives taken over the last
year to ensure we continue to make
good progress against this goal.

National coverage

Our aim is to be the leading mother and baby specialist
and to do so we will need to ensure our customers
have easy access to our stores. We expect to have
circa 200 stores by March 2015, which will crucially act
as a collection point as part of our multi-channel offer
for our customers. The importance of our store network
is clear; during the year circa 20 per cent of all Direct in
Home orders were collected from a Mothercare store.

We have made good progress and have closed 56
loss-making stores during the year. As a result we
now operate from 255 stores (196 Mothercare and
59 Early Learning Centre) across the UK.

Increase value and innovation across our

product ranges

We have significantly improved value for our customers
over the last year. We reduced prices across all our
Clothing ranges by low double-digit per cent for both
AW12 and SS13, relaunched Blooming Marvellous at
improved price points and introduced a Value range
for our customers. Our price match strategy has helped
to improve our value perception across Home & Travel.
We have also launched innovative new products like
Innosense and Xpedior that will help re-establish

our position as the leading mother and baby specialist
whilst also helping us to manage margins. Our Toy
ranges have also seen over 30 per cent newness

over both AW12 and SS13, which have gone a long

way towards rebuilding Early Learning Centre’s
position as the place to go to for educational toys.

Enhance customer service and improve

in-store environment

Last year we invested heavily in retraining staff in
areas such as car seat fitting and bra fitting. We have
continued specialist training of staff in collaboration
with manufacturers to ensure our customers get the
service they deserve. We launched an in store customer
survey at the beginning of the year, which has allowed
us insight into areas that needed improvement. We
have listened to customer feedback and our customer
scores have improved over the year. We have recently
extended this service to Direct and hope to be able to
deliver similar improvements for our online customers
as well.

Value: Reacting to competitive pressure

Our customers were clear in their feedback.

We needed to improve our value credentials if we
were going to retain their loyalty. We listened. During
the year we reduced pricing for Clothing twice by
low double-digit per cent while also introducing a
‘Value’ range of clothing. In Home & Travel our

price match strategy has worked well towards
improving our value perception.
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Good progress

International growth

International growth means increasing
sales in existing markets, targeting new
markets and focusing on key growth
regions — Chinq, Indiq, the Middle East,
Latin America and Russia.

20.5%

Profit growth

15.0%

Sales growth in

13 .50/0 constant currency Q D

Space growth 0
0o O

Qo O
: 80

<>
.. ol

]
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Our International business now operates
across 60 markets with 1,069 stores and
2.3 million sq. ft., which is up 13.5 per cent
over the previous year. As a result sales
were up 11.8 per cent (up 15.0 per cent in
constant currency) while profits were up
20.3 per cent during the year.

Our International growth strategy is based on growing
space both in new and existing markets. Whilst the
opportunity is easy to see in our less developed
markets like Latin America, Russia, China and India,
our more mature markets like those in the Middle East
are benefiting from the move to new space. Last year,
all four of our regions delivered growth both in terms
of space and revenues.

Notwithstanding the issues faced by our Eurozone
markets, our franchise partners in Europe grew space
by 4.4 per cent during the year. The continued strength
of our Eastern European markets and in particular
Russia have more than compensated for the Eurozone
weakness. The Middle East and Africa, which is our
oldest market, grew space by 15.9 per cent as the
move to larger stores continued to underpin growth

in these markets. In Asia, excluding Australia and New
Zealand, space was up 23.7 per cent. Latin America,
our newest region, also continues to offer strong
growth opportunities underpinned by very solid
partnerships, which resulted in space growth of

176 per cent albeit from a low base.

It is also encouraging to note that International
like-for-like sales grew by 5.6 per cent during the year,
highlighting that these markets are far from maturity.

Our joint ventures in the Ukraine, China and India are
expected to break even during the current year, further
helping to improve growth for our International markets.

Choice: Refining our sourcing and logistics

We expect to see continued growth in volumes

as our International business grows. In addition,

the recent improvements in value across Clothing
have helped to increase volumes. We aim to
leverage our relationships with our suppliers to
ensure that we continue to deliver the best value for
our customers. We have also improved the delivery
options for our customers so that they can get the
best service possible with quicker delivery to both
store and home.
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Good progress

Multi-channe

Multi-channel means launching new
e-commerce platforms in the UK and alll
major overseas markets, growing both
online revenues and store sales.

5

International
markets with
operational

websites

115

New m
International H

stores

140,000

Downloads of new
Mobile App

FY2012/13

UK website relaunched

26%

Direct sales in the UK
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Multi-channel is core to our strategy both
forthe UK and across our International
businesses. Direct already accounts for
26 per cent of total UK sales with circa

20 per cent of all Direct in Home orders
collected from a Mothercare store. Our
aim is to offer our customers convenience
allowing them to shop the way that suits
them best.

New UK platform

Our new online platform for the UK was launched just
over ayear ago on 1May 2012. It has allowed us to
make significant changes to the shopping experience
and our customers are noticing the difference. The
success of this transition is clear in the 18.2 per cent
growth in Direct in Home sales experienced over the
last quarter of the year. In November 2012, we launched
our Mobile App, which has been downloaded circa
140,000 times and was voted ‘Best Mobile App 2013’
by Mobile Retail Awards. We will also be launching
an Android App to further help our customers access
our products in the way most convenient to them.

In May 2013, we made next day ‘click and collect’
available through all our Mothercare stores. This
service is free for customers and already makes up
circa 20 per cent of Direct in Home sales. Whilst Direct
in Home has been a great success, there is still more to
be done to improve the performance of our Direct in
Store sales. This is a priority for FY2013/14 and our task
will be to return this aspect of sales back to growth.

International websites

As part of our three-year Transformation and Growth
plan, we said that we wanted to have transactional
sites in all major markets by March 2015. Over the
last year we have been busy putting in place a fully
scalable online platform that can easily be rolled
out to multiple markets in multiple languages and
currencies. We have tested the capabilities of the
platform and believe that it can now be readily
implemented. They key to success is ensuring that
our partners have the right infrastructure in place.
Over the last year this has been a priority for us and
our partners are prepared for the challenge ahead.

Our franchise partners in Ireland, Kuwait, Indonesia and
Russia - both for Mothercare and Early Learning Centre
- have successfully rolled out transactional websites. In
addition, our partner in China has an online site up and
running on TMalll, the largest online trading site in Ching,
and will be looking to launch its own site in due course.

We have made good progress so far and look forward
to rolling out to more markets over the course of the
next two years.

Wholesale

Miniclub, our partnership with Boots UK, continues

to perform well. It is the only wholesale arrangement
we have for clothing. In addition, we are looking at
the opportunity to grow Early Learning Centre through
selected wholesale arrangements both in the UK

and overseas where we do not already have

a presence.

Deliver: Launching the new online platform

Our new online platform was launched a year ago

in the UK and has significantly improved the customer
experience. A great platform also needs great
delivery if it is going to work. Over the last year we
have changed carrier, shortened delivery times and
made next day delivery both free and possible to alll
UK Mothercare stores. We will work hard to incrementally
improve service for our customers, but already Direct
in Home sales were up 18.2 per cent during the last
quarter of the year, indicating the success to date.
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Chairman's “The group is now more customer

statement focused and efficient as we restore
the profitability of the UK business
and continue to grow internationally.”

Alan Parker CBE [t has been a busy year in the
Chairman . transformation of Mothercare plc.

] | am pleased to say that the group’s
profitability has improved from last year
in line with market expectations for the
first phase of our Transformation and
Growth plan. This has been achieved
against a backdrop of considerable
change in the organisation:

® Simon Calver started as our Chief
Executive on 30 April 2012 and has

Space across the world brought about a fundamental change
in many parts of the Company and its
2013 4,152k sq. ft. culture. He has led formidably from

2012 4,229 sq. ft. the front in putting our customers back
into the heart of everything we do.

2011 3,862k sq. ft. i i .
8 Simon has appointed five new

(On a statutory basis). members to his executive committee
during the year, culminating with the
arrival of Matt Smith as the Chief
Financial Officer in March 2073. This
has allowed for a thorough evaluation
of the way the organisation is structured.
The group is now more customer
focused and efficient as we restore
the profitability of the UK business
and continue to grow internationally.

8 | welcome Lee Ginsberg, Angela Brav
and Imelda Walsh as new non-
executive directors. All have commercial
expertise which will complement
Mothercare’s business. Lee has
replaced Bernard Cragg as the
Chairman of the Audit Committee
and Imelda Walsh will become Chair
of the Remuneration Committee after
the Annual General Meeting in July.

14 Mothercare plc Annual report and accounts 2013

a On behalf of the board, | should like
to thank Bernard Cragg and David
Williams, both of whom retired after
nine years as non-executive directors
and Chairman of the Audit and
Remuneration Committees respectively,
for their considerable and insightful
contributions to the business.

® Our International business has continued
to grow with strong like-for-like sales,
expansion into new countries, and
supported by growth in retail space
(and the development of an online
platform) from our franchise partners.

8 Our UK business is focusing on
providing quality and value to our
customers, both online and in our
stores where customers receive the
expert help that our store colleagues
can provide. Over the year, it has
reduced losses by rationalising its
cost base and closing over 50
loss-making stores.

8 The business is reshaping itself to
meet the changes in shopping habits
of customers and the online
experience and delivery that
customers expect.

8 We have launched exciting new
products, such as the Innosense
feeding range and the Xpedior
pushchair, and new Value clothing
ranges, all of which have been well
received by our customers.



| recognise that the group still has a long
way to meet all the objectives of its three-
year Transformation and Growth plan
but each of these developments is
significant. | am confident that my

board will provide the appropriate
governance and oversight of the group,
and this will be a critical factor to
delivering success.

Finally, Mothercare is all about
partnership and | would like to thank

all those involved with our great brands.
The contribution of our store colleagues
at Mothercare and ELC has been
excellent, as has that of our head office
in the UK and our overseas sourcing
offices. Again, | recognise the strength
of support that the whole group has
received from its franchise partners
around the world which gives us the
inspiration to improve year on year.

o (s

Alan Parker CBE
Chairman

Blooming
Marvellous £250

Relaunched in AW12 has seen

mark-downs reduced

Xpedioris a 3-in-1travel system
launched in the UK in March 2013

47 SKUs,

20% of UK

21new designs clothing

Innosense launched in the UK

inJanuary 2013

Value range launched during AW12
and is now in its second season

e

e
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Chief Executive's
statement

Simon Calver
Chief Executive

Worldwide network sales

2013 £1,228.4m

2012 £1,232.4m
20Mm £1,158.1m

“We have improved value, choice, service

and delivery for our customers both in
store and online and these are themes
that we will continue to build on in the

years ahead.”

Overview

One year into our three-year
Transformation and Growth plan we
have made good progress, but this is
only the start of what we can achieve.
In our three-year plan we outlined four
things we needed to do:

1. Operate a lean retail structure;

2.Return the UK to profitability;

3. Drive International growth; and

4.Build a multi-channel business.

| am pleased to say we have made
progress against all of these.

We have improved value, choice, service
and delivery for our customers both in
store and online and these are themes
that we will continue to build on in the
years ahead. Most importantly, | am
pleased to say that we now have a full
executive team that will lead Mothercare
on the journey we started a year ago.
The team brings together expertise in
product development, merchandising,
marketing and retail management both
in the UK and Internationally; all of
which is underpinned by a strong
finance and people capability.

This executive team structure now

reflects the global nature of our business.

Our operating model needs to ensure
we develop the right products for all our
customers at the right price and in the
right quantities. Every transaction with
each customer in all of our markets
needs to help them on their special
journey of parenthood. We now operate
from 4.1 million sqg. ft. globally and have
1,324 stores across 61 countries. Nearly
60 per cent of Worldwide network sales
are generated outside the UK, which
mirrors our footprint in terms of space.

16 Mothercare plc Annual report and accounts 2013

Our business is dependent on sourcing
from Asia and includes countries like Ching,
India and Bangladesh. As a mother and
baby specialist, at Mothercare we take the
safety and wellbeing of all those involved
in the manufacture of our products very
seriously. We have an ethical sourcing
policy and a team in place, which regularly
inspects all factory premises and ensures
that our suppliers’ factories are safe and fit
for purpose. Recent events in Bangladesh
highlight the importance of improving
standards. Whilst our suppliers are not
impacted, we have signed up to the
Accord on Fire and Building Safety in
Bangladesh to support the improvement
in the safety and conditions of all those
employed in the manufacture of goods.

Our people are fantastic ambassadors for
our brands and, when we do things well,
our customers respond very positively. As
a true specialist, we are uniquely placed
with parents and need to continue to
make the most of this advantage globally.
When we offer better value, unit sales
increase significantly. When we introduce
product innovation with new launches like
Innosense, Xpedior and a new Happyland
toy range, our customers switch to us. And
when we improve our in store experience
our customers are delighted. These results,
ayear into our Transformation and Growth
plan, have shown progress but there
remains a lot to do and significantly

more opportunity ahead.

Group results seeing improved profit
before tax

Worldwide network sales were down
0.3 per cent at £1,228.4 million for the
year (FY2012: £1,232.4 million) with total
International sales up 8.4 per cent at
£728.7 million (FY2012: £672.4 million)
and total UK sales down 10.8 per cent
at £499.7 million (FY2012: £560.0 million).
Group sales, which reflect total UK sales
and revenues from our International
partners declined 7.8 per cent at

£749.4 million (FY2012: £812.7 million).

On a comparable basis Worldwide
network sales were up 1.9 per cent and
group sales were down 6.0 per cent.



Space across both our UK and International
businesses was down 1.8 per cent during
the year with International space up 2.8 per
cent at 2.3 million sq. ft. and the UK down
72 per cent at 1.8 million sq. ft. Adjusting for
Australia and New Zealand, where all

74 stores (0.2 million sq. ft) were closed
during the year, total space was up

3.4 per cent with International space

up 13.5 per cent and UK space down

7.2 per cent.

In January we announced that the directors
of Mothercare Australia Limited, in which
Mothercare plc (through its subsidiary
Mothercare Finance Limited) had a minority
23 per cent shareholding, had taken

the decision to place the business into
administration. Having assessed various
potential strategies, the administrators
decided to close the business. As a result
all 74 stores in Australia and New Zealand
have now been closed.

Group underlying profit before tax was
up at £8.3 million (FY2012: £1.6 million)
with International profits up 20.3 per cent
at £42.0 million (FY2012: £34.9 million), UK
losses reduced to £21.7 million (FY2012:
£24.7 million) and corporate expenses
broadly flat at £7.8 million (FY2012:

£7.6 million). After exceptional items

and other non-underlying charges of
£29.8 million (FY2012: £104.5 million), the
reported loss before tax was reduced to
£21.5 million (FY2012: £102.9 million). These
exceptional costs are: £15.6 million for UK
property restructuring, £11.1 million for
Australia, £4.32 million for onerous leases
and £4.7 million for other restructuring costs.

We end the year with net debt of

£32.4 million (FY2012: £20.1 million), which
partly reflects the investment in stock for
new product lines across Clothing and
Home & Travel. This is well within our
committed banking facilities of £90
million, which cover the life of our
three-year plan and expire in May

2015. No dividend has been declared
for FY2013.

International profits up over 20 per cent

FY2012/13 FY2011/12
52 weeksto 53 weeksto % change
30-Mar-13 31-Mar-12 vs. last year
International retail sales £721.0m £665.5m +8.3%
International wholesale sales £7.7m £6.9m +11.6%
Total International sales £728.7m £672.4m +8.4%
Underlying profit £42.0m £349m +20.3%

Our International business continues
to deliver encouraging growth in terms
of space and revenues, with profits

up 20.3 per cent to £42.0 million.

International now trades from 2.3 million
sq. ft., with 1,069 stores across 60 countries.
During the year our International partners
opened 115 stores and some, with our
help, made further progress towards
establishing multi-channel businesses.
Our partners now have transactional
online sites in Indonesia, Ireland, Kuwait
and two in Russia for both Early Learning
Centre and Mothercare. In addition, our
partner in China has a transactional site
on TMall, the largest online trading
platform in China, and will in time have
its own online platform. We now have

a global e-commerce platform in place,
which will be rolled out to help our
franchise partners develop their
multi-channel strategies. The growth
opportunities in our newer markets is
clear, but even our longer established
markets are benefiting from the trend

of moving to larger units whilst also
establishing multi-channel offers

ahead of other retailers in the region.

Our continuing International business

is impacted by an ongoing weaker
performance from our Eurozone markets,
which has been offset by a stronger
performance from our Eastern European

markets, particularly Russia. All four of
our regions saw positive growth in both
like-for-like and retail sales. Despite the
negative contribution from our Eurozone
markets, International saw like-for-like
sales growth of 5.6 per cent.

Europe is still our largest market with
433 stores in 28 countries. A net 24 stores
were opened and space grew by

4.4 per cent, which indicates that this
region still continues to see growth
opportunities despite the continuing
Eurozone challenges.

The Middle East and Africa is our oldest
region and has 309 stores in 14 countries.
A net 19 stores were opened and space
grew by 15.9 per cent, reflecting the
ongoing transition to larger stores as the
business matures. This increase in space
means our franchise partners in these
markets are taking advantage of a
greater proportion of our product offering
to increasingly become the one-stop-shop
for mums in these markets.
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Asia remains a high growth market with
290 stores across 12 countries. India and
China continue to deliver rapid growth
and our partners in the region, excluding
Australia and New Zealand, opened 46
stores and increased space by 23.7 per
cent during the year. The year also saw
the closure of all 74 stores in Australia
and New Zealand as Mothercare
Australia Limited was put into
administration by its directors.

Latin America now has 37 stores in six
countries. It is early days with some
new partners here but the results so
far are very encouraging. We have
also identified great quality potential
new partners for further roll-out in the
region and have confidence in the
opportunity ahead.

Total International sales were up 8.4 per
cent at £728.7 million (FY2012: £672.4 million)
with International Wholesale sales up 11.6
per cent at £7.7 million (FY2012: £6.9 million)
and International Retail sales up 8.3 per
cent at £721.0 million (FY2012: £665.5 million).
Reported International sales of £249.7 million
were down 1.2 per cent during the year.

On a comparable basis, total International
sales were up 15.0 per cent in constant
currency for the year, whilst in sterling
terms revenues were up 11.8 per cent.

International profit growth has remained
robust at 20.3 per cent to £42.0 million
(FY2012: £34.9 million) with retail profits

of £43.4 million (FY2012: £38.1 million)

and joint venture losses reduced to

£1.4 million (FY2012: loss of £3.2 million).

Our International results are testament
to the hard work and knowledge
offered by our International team and
the strength of the relationships they
have with our franchise partners.

We work closely with all our partners
who offer invaluable local knowledge
and expertise. They help us leverage
the benefits that our brands and
products offer. | am pleased to say
that we continue to see good growth
opportunities across all our regions.

UK losses reduced as planned

FY2012/13 FY2011/12

52 weeksto 53weeksto % change

30-Mar-13 31-Mar-12 vs. last year

UK direct sales £127.7m £130.0m (1.8%)
UK retail sales (including direct) £468.2m £528.7m (11.4%)
UK wholesale sales £31.5m £31.3m +0.6%
Total UK sales £4997m  £560.0m (10.8%)
Underlying loss (£21.7m) (£24.7m) +121%

Against the backdrop of continuing
pressure on the UK consumer, we are
making progress towards reducing
losses in the UK. Over the last 12 months
we have closed 56 loss-making stores,
refurbished our Edmonton, Nottingham
and Dudley stores, improved value
across Clothing and Home & Travel,
introduced new and innovative product
like Innosense, Xpedior and extended
the range of Happyland toy characters,
relaunched our online platform and
invested in service. These initiatives are
beginning to have a beneficial impact
and we will build on these themes over
the years ahead.

We have, over the last year, reduced
our UK footprint by 7.2% and now
operate from 1.8 million sq. ft. with 255
stores (196 Mothercare and 59 Early
Learning Centre). We closed 56 stores
(13 Mothercare and 43 Early Learning
Centre), ahead of our target of circa 50,
as we were able to negotiate deals with
our landlords while also closing stores
as their leases came up for renewal.

As expected these store closures have
impacted UK sales, which were down
10.8 per cent at £499.7 million (FY2012:
£560.0 million). On a comparable basis
total UK sales were down 9.2 per cent.
This decline in store-based sales was
mitigated by the improvement in Direct
in Home sales of £93.8 million, up 2.3 per
cent on a statutory basis and up 4.0 per
cent on a comparable basis. The migration
to a new online platform together with
the improvement in navigation, content
and delivery options has delivered
good results, but there is more to do.

18 Mothercare plc Annual report and accounts 2013

In May 2013, we made ‘click and collect’
available through all our Mothercare
stores. This service is free and allows
customers to order from home and
collect from any Mothercare store the
very next day, and makes up circa 20
per cent of Direct in Home sales. Our
iPhone Mobile App, which we launched
at the end of November 2012, has been
downloaded circa 140,000 times and
was voted ‘Best Mobile App 2013" by
Mobile Retail Awards. We will also be
launching an Android App to further
help our customers access our products
in the most convenient way to them. We
are becoming more competitive online
and offering the services that many
other businesses have been doing for
some time. Whilst our Direct in Home
sales have responded well to the
improvements we have made during
the last year, Direct in Store sales have
been disappointing and at £33.9 million
were down 11.5 per cent. This is an area
that we will be focusing on during the
year ahead. Together, total Direct sales
were down 1.8 per cent at £127.7 million.

UK Wholesale sales of £31.5 million were
up 0.6 per cent. Miniclub, our partnership
with Boots, continues to perform well
and we are beginning to make progress
towards extending the Early Learning
Centre range as a Wholesale offer
where appropriate.

We have refurbished some of our larger
stores and have gained real insight into
what works for our customers and we
will use these insights as we continue



255

We have reduced UK space by 7.2%
and now have 255 stores in the UK

18.2%

Direct in Home responded well to the
transition to a new online platform and
improved delivery options with 18.2%
growth in Q4

to reshape our store portfolio. Building
on our experiences from last year, we
have just completed refurbishing Leeds
and plan at least a further two stores

in the year ahead. A year since the
investment in our Edmonton store,
customers are reacting well as it is

still performing ahead of the rest

of the store portfolio.

We have made good progress with
Clothing, reducing overall pricing by
low double-digit per cent for two
successive seasons now. We launched
the Value range, for AW12, which sold
out soon after it was launched and
prompted reordering of product for
the first time in several years. We
increased both the range and volume
for SS13 such that our Value range now
makes up circa 20 per cent of the Clothing
ranges. We relaunched ‘Blooming
Marvellous’ for AW12 offering our
customers better maternity quality,
fashion and value and have seen
reduced levels of markdown. At the
premium end of our Clothing range,
we launched ‘Little Bird" by Jools
Oliver, which complements ‘Baby K’

by Myleene Klass.

Home & Travel is the more challenging

of our product categories. Third-party
branded product makes up approximately
50 per cent of the range and so is more
exposed to competitive pricing pressure.
Our work with key brands and price
matching has improved our price
perception on these products, but we
aim to move the sales mix towards our
own-brand ranges. We have started
the process by introducing new and
innovative own-brand products that are
relevant to our customers. This will also
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1,069

We grew space by 13.5%, excluding Australia
and New Zealand, and now have 1,069
stores across 60 International markets

5.6%

International continues to see growth
from both new and existing markets
with like-for-like sales growth of 5.6%
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£8.59m

Group underlying profit before tax
improved to £8.3m (FY2011/12: £1.6m)

help us re-establish our credentials as

the leading mother and baby specialist
in the UK. In January we launched
Innosense, a complete feeding range
with 47 SKUs, 21 of which were newly
designed. Key items include a breast
pump with three adjustable positions,

a wide-neck bottle with an off-centre
teat and clever stacking design of the
lozenge shaped steriliser. In March 2013
we launched the Xpedior our own-
brand pram and pushchair travel system,
which at £250 is very competitively
priced. It complements the Orb, which
was launched in November last year.
This is just the beginning and we aim

to continue the good work started over
the last 12 months.

Our Early Learning Centre range has
also been improved. Early Learning
Centre is synonymous with learning and
our AW12 ranges saw a complete refresh
with many new products focusing on 3D
playing aimed at encouraging fine
motor skills and hand-eye coordination.
Innovation and newness, particularly in
own-brand, have been a key area of
focus. New product accounted for over
30 per cent of our own brand ranges for
AW12 and SS13. In addition, the relaunch
of our Happyland toy characters
making them collectable items for
children at affordable prices has also
delivered good results.

Our customers want more than great
product at great prices. They want
better service and they also want us to
engage more frequently with them.

We have extended our customer survey
to Direct and so are able to build a
complete picture of how our customers
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view us both in store and online. Earlier
this year we were an official partner

of the highly successful Channel 4
series ‘One Born Every Minute” with

an average of 3.4 million viewers per
episode, many of whom were either
looking forward to a birth or had
welcomed a baby into their families

in the previous 12 months. Our weekly
Twitter parties during the show offered
customers the opportunity to get advice
from our expert midwife and proved
very popular. We are also engaging
more readily with opinion-forming groups
and last month, in April 2013, | held my
first direct Q&A session with Mumsnet.

Whilst we still have a long way to go,

| am encouraged by the progress we
have made in the UK over the last year.
We are taking positive action by closing
loss-making stores, driving efficiency
across the organisation, creating more
excitement in store and making step
changes in our product ranges and
architecture. We are laying the foundation
for a stronger, more relevant and more
responsive business for our customers.

Summary and outlook

My first year as Chief Executive of
Mothercare has been both exciting
and challenging. | have overseen the
first steps towards returning Mothercare
to its rightful position as the leading
multi-channel mother and baby
specialist both in the UK and across
all our 60 International markets.
Importantly, with a full executive team
now in place, | can look forward to
building on the progress made over
the last 12 months. | am also pleased
to announce my new arrival, Nieve
Elizabeth, who came into the world

in December and is already a great
tester for all our new innovations.



However, trading conditions and consumer .
confidence remain weak in the UK and Our business model
Eurozone. In the UK, we will continue with
our strategy to manage the business to
cash margins while closing loss-making
stores and taking out non-store costs.

Our efforts to engage more effectively with
our customers while also investing in value,

Our business is fully integrated across all our 61
countries. Our International markets operate on
a franchise model, which means store operations
are managed by our partners, while in the UK we
manage our stores directly.
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choice, service and delivery will help us [t is important to know that these differences in
mitigate some of the impact of continued who manages stores and the sale of our products,
weak consumer confidence. Our means that there is no difference in the life cycle of
International markets, with the exception our product ranges, which we manage across our
of the Eurozone, continue to offer good global offices in the UK, India, China, Hong Kong
growth opportunities and we will continue and more recently Bangladesh.

to drive this part of the business forward

aggressively, in line with the Iast year. The product cycle starts at the concept stage where

we consider our existing ranges, global trends and

Against this backdrop, | believe that we customer needs. We then test these concepts
have made solid progress implementing through customer focus groups. This gives us

our three-year Transformation and great insight into price points and the best pricing
Growth plan. We have great people architecture, thus allowing us to arrive at relevant
in the business and | thank them for all ranges at the good, better, best price points. At the
their efforts. | believe the work done design stage, we are always considering how we
over the last year has put Mothercare can help our customers by meeting their needs but
on a firmer footing which |, and alll also by considering the quality that our customers
the teams in the business, look forward have come to expect from Mothercare.

to building on in the years ahead. Once we have product ready for our stores,

merchandisers across all our markets consider
the ranges and place their orders. It is our job
then to source efficiently and ensure product is
manufactured to our high standards. We then
distribute product to all our markets ensuring
timely delivery while also ensuring store staff
across all our markets are trained in how best
to sell our products.
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