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Board of Directors

Alan Parker CBE 00606

Chairman

Appointed: August 2071.

Skills, competencies, experience

A former chief executive of a FTSE 100 company
and with extensive experience in the hospitality
sector, Alan provides substantial commercial,
leadership and strategic knowledge and
experience. Executive Chairman of Mothercare
plc from 17 November 2011 to 30 April 2012.
Formerly Chief Executive of Whitbread plc

and Managing Director EMEA of Holiday Inn,
he has also served on the boards of Burger
King Worldwide, Jumeirah Group LLC

and VisitBritain.

Other Directorships

Non-executive chairman of Darty plc.

Chairman of Parkdean Resorts, non-executive

director of US based Restaurant Brands

International*. President of the British

Hospitality Association and a board member/

investor in Winnow Solutions.

* Alan has announced his intention not to stand for
re-election and his appointment will therefore cease
on 9June 2016.

Angela Brav Q00

Non-executive director

Appointed: January 2013.

Skills, competencies, experience

Angela has extensive experience with a major
multinational organisation which provides the
Company with international and franchise
expertise. Angela has held various senior roles
within the InterContinental Hotels Group since
joining in 199Tincluding Senior Vice President
Americas Franchise Operations and Applied
Technology Senior Vice President Applied
Technology, for the Americas Region, Senior
Vice President Integrated Technology Solution,
And Senior Vice President Quality and Service.
Angela has also worked at IHG's headquarters
in Brussels, Belgium and Guadalajara, Mexico.

Other Directorships
Chief Executive Europe of InterContinental
Hotels Group plc (IHG).

Lee Ginsberg 0060

Non-executive director and
Audit and Risk Committee Chair

Appointed: July 2012.

Skills, competencies, experience

Lee has substantial financial experience
working in listed companies, and in-depth
knowledge of international franchise models
and systems. Previously Chief Financial Officer
of Domino’s Pizza Group plc (until 2 April 2014)
and prior to that Group Finance Director at
Health Club Holdings Limited (formerly Holmes
Place plc) where he also served as Deputy
Chief Executive. Lee is a Chartered Accountant
having qualified with Pricewaterhouse Coopers.

Other Directorships

Non-executive director and Chair of the

Audit Committee at Trinity Mirror plc; Deputy
Chairman, Senior Independent Non-executive
director at Patisserie Holdings plc; Senior



Committee Memberships key: Q Audit and Risk Committee Q Remuneration Committee m Nomination Committee o Full Board member @ Defence Committee

Independent Non-executive director and
Chairman of the audit committee at On The
Beach plc; Senior Independent Non-executive
director and Chairman of the Audit Committee
at Softcat plc; and Non-executive Chairman of

Oriole Restaurants Limited.
0006

Amanda Mackenzie OBE
Non-executive director

Appointed: January 2011.

Skills, competencies, experience

Amanda has significant marketing and
communications experience having held
director roles at BT, HP, BA Airmiles and British
Gas. She was a member of Aviva’s Executive
Committee for seven years and was Executive
sponsor for diversity and a member of Lord
Davies’ steering group to increase the number
of women on boards. She is now on
secondment to Project Everyone from Aviva
having helped launch the UN's Global Goals
for sustainable development. She is a board
member of the National Youth Orchestra and
a past President of the Marketing Society.

Other Directorships
National Youth Orchestra, The Thirty Club
of London.
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Mark Newton-Jones
Chief Executive Officer

See Executive committee for biography.

Richard Rivers Q@G@

Senior independent non-executive director

Appointed: July 2008.

Skills, competencies, experience

Formerly Chief of Staff and Head of Corporate
Strategy at Unilever. Richard provides
marketing, strategic and corporate knowledge
to the Company as well as remuneration
committee expertise.

Other Directorships

A member of the board of Channel 4 Television
Corporation, a director of Lumene Oy and a
member of the Advisory Board of WPP plc.

00

Richard Smothers
Chief Financial Officer

See Executive committee for biography.

0006

Imelda Walsh
Non-executive director and
Remuneration Committee Chair

Appointed: June 2013.

Skills, competencies, experience

Imelda provides the Company with the
benefit of her extensive experience and
knowledge of remuneration and HR policies.
Formerly Group HR Director of J Sainsbury plc,
non-executive director and Chair of the
Remuneration Committee at Sainsbury’s Bank
plc, and previously with roles at Barclays plc,
Coca Cola & Schweppes Beverages Limited
and Diageo plc.

Other Directorships

Non-executive director and Chair of the
Remuneration Committee of William Hill plc,
Mitchells & Butlers plc and FirstGroup plc.

0006

Nick Wharton
Non-executive director

Appointed: November 2013.

Skills, competencies, experience

Nick provides the Company with extensive
experience within the retail sector and the
benefit of being a plc Chief Executive and Chief
Financial Officer, supporting the financial and
strategic direction of the Company. Formerly
Chief Executive Officer of Dunelm Group plc
(until 11 September 2014), Chief Financial Officer
of Halfords Group plc, and held finance and
international positions at The Boots Company
plc and Cadbury Schweppes plc.

Other Directorships
Chief Financial Officer of SuperGroup plc.

Executive Committee

Mark Newton-Jones
Chief Executive Officer

Appointed: July 2014.

Skills, competencies, experience

Mark has almost 30 years of experience working
with, and developing some of, the industry’s
leading retail brands in both stores and online.
Before joining the Company as interim CEO in
March 2014, Mark was previously Group CEO

of Shop Direct, owner of the Littlewoods and
Very brands. Under his stewardship, Shop Direct
embarked on one of the largest retail
integrations in Europe, merging and integrating
Littlewoods and Great Universal stores and a
significant transformation journey from a failing
large scale bricks-and-mortar operation to one
of the UK’s leading multi-channel retailers with
seamlessly integrated mobile, online and digital
platforms. Prior to Shop Direct, Mark held various
director roles at Next plc including as the
director of the Next Directory taking it online

in 1998 becoming one of the UK’s first online
retailers. Mark began his career in his family-
run retail and wholesale business working
alongside his father and grandfather.

Other Directorships

Non-executive director at Boohoo plc and
Chairman of Graduate Fashion Week.

Richard Smothers
Chief Financial Officer

Appointed: March 2015.

Skills, competencies, experience

Extensive financial experience of working within
listed companies; Richard’s work overseas will
provide relevant experience in the Company’s
international operations and growth ambitions.
Strong financial, accounting, strategic and
corporate finance experience and skills. Previous
appointments include Director of Group Finance
at Rexam plc. Before joining Rexam, Richard
spent 14 years in a number of senior finance roles
at Tesco plc (including Finance Director Asia,
CFO Tesco Lotus (Thailand) and Finance Director
for UK operations) and prior to that worked at
Cargillin both financial and operational roles.
Richard was also a director and treasurer of the
British Chamber of Commerce in Thailand.

Other Directorships

Member of the Finance Committee, University
College London since October 2014, Treasurer
and Audit and Risk Chair, Trustee at NCT since
March 2016.

Karl Doyle
Group Product Director

Appointed: June 2014.

Formerly Executive Group Product Director at
Shop Direct. Prior to that, Karl was the Kidswear
Director at Marks & Spencer for eight years; he
also spent over 10 years at Next as Head

of Merchandising.

Gary Kibble
Group Brand and Marketing Director

Appointed: March 2015.

Formerly Director of Business Transformation
and prior to that, Group Brand Director at
Shop Direct. Gary also spent ten years with

WH Smith becoming accountable for the Books
business unit.

Sarah Purkis
Group HR Director

Appointed: March 2015.

Formerly Chief People Officer at World Duty
Free Group. Prior to that, Sarah held a number
of senior HR positions in companies including
PRS Alliance Limited, Britvic plc and Virgin Retail.

Matt Stringer
Managing Director, UK

Appointed: February 2013.

Formerly Managing Director of Carphone
Warehouse; various roles at Marks & Spencer
including International Operations Director
and Head of GM Stock Management and
New Buying.

Daniel Talisman
General Counsel
and Group Company Secretary

Appointed: January 2016.

Significant plc experience as former Generall
Counsel and Group Company Secretary for
GVC Holdings Plc and prior to that, occupying
the same role with Sportingbet Plc for over a
decade until its eventual sale. Previously
associate solicitor, Finers Stephens Innocent LLP.
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Corporcte governance

Alan Parker CBE

Chairman

Dear Shareholder

The Company believes that
establishing and maintaining high
standards of corporate governance
are critical to the successful delivery
of the Groups’ strategy and to
safeguarding the interests of its
shareholders, customers, staff,
International partners and other
stakeholders. The Group delivers this
through a corporate governance
framework in its activities globally.

Generadl

The Company considers that it has
complied throughout the 52-week
period ended on 26 March 2016 with
the relevant provisions set out in the
2014 UK Corporate Governance Code.

The Board
The Board fulfilled last year’s
commitment to an externally facilitated

Board evaluation which took place in
FY2076.

The leadership of the Mothercare plc
business is provided by the Mothercare
plc Board. The Board operates on a
unitary basis and ordinarily comprises
the non-executive Chairman, six
independent non-executive directors,
and two full-time executive directors
being the Chief Executive Officer and
the Chief Financial Officer.

Mothercare plc Main Board
(as at 26 March 2016):

Chairman/non-executive
Alan Parker CBE (Chairman)
Angela Brav

Lee Ginsberg

Amanda Mackenzie OBE

Richard Rivers
(Senior Independent Director)

Imelda Walsh
Nick Wharton

Executive

Mark Newton-Jones
Richard Smothers
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Board changes

There were no changes to the Board
during the year. The Nomination
Committee was required to conduct

a search for a new company secretary
following the resignation of Tim Ashby
who left the Company on 24 July 2015.
Daniel Talisman joined the Company
on 11 January 2016 as General Counsel
and Group Company Secretary and, in
the intervening period, the Company
benefited from the services of an
experienced company secretary

on an interim basis.

The Board and its directors

The Board of Mothercare plc meets
regularly and maintains overall control
of the Group’s affairs through a
schedule of matters reserved for

its decision. These include setting
the Group strategy, the approval

of the annual budget and financial
statements, major acquisitions and
disposals, capital raising, defence
and bid approaches, authority limits
for capital and other expenditure
and material treasury matters.

The Board has approved formally
the roles and responsibilities of the
Chairman and Chief Executive Officer,
with the Chairman responsible for
matters such as the leadership and
management of the Board (and for
dealing with any takeover approach),
and the Chief Executive Officer
responsible for the leadership of the
business and managing it within the
authorities delegated by the Board.



Throughout the period the Board has
been supplied with information and
papers submitted at each board
meeting which ensures that the major
aspects of the Group's affairs are
reviewed regularly in accordance with
a rolling agenda and programme of
work. Al directors, whether executive or
non-executive, have unrestricted access
to the General Counsel and Group
Company Secretary and executives
within the group on any matter of
concern to them in respect of their
duties. In addition, new directors are
given appropriate training on
appointment to the Board (including
meetings with principal advisers to

the Company) and have a formal
induction process that continues
following their appointment.

Appropriate time is made during

the year for continuing training on
relevant topics concerning the
functioning of the Board and
obligations of directors. The Company
has undertaken to reimburse legal fees
to the directors if circumstances should
arise in which it is necessary for them
to seek separate, independent, legal
advice in furtherance of their duties.

The non-executive directors are
independent and free from any
business or other relationship that
could interfere with their judgement.
The non-executive directors do not
participate in any bonus, share option
or pension scheme of the Company.

The business commitments of each
member of the Board are set out in
the biographical details on pages

46 and 47 Notwithstanding such
commitments, each member of the
Board is able to allocate sufficient time
to the Company to discharge his or her
responsibilities effectively. The Board
considers that the balance achieved
between executive and non-executive
directors during the period was
appropriate and effective for the
control and direction of the business.

In accordance with the 2014 UK
Corporate Governance Code the
Board has resolved that all directors
should offer themselves for re-election
at regular intervals subject to
continued satisfactory performance.
The Company has applied annual
re-elections at its Annual General
Meetings since 2013.

The Chairman is of the opinion
that following formal performance
evaluation as part of Wickland
Westcott's Board review, the
Company’s directors have continued
to give effective counsel and
commitment to the Company

and accordingly should be
reappointed by shareholders at
the AGM. As Richard Rivers has
served more than six years his
reappointment was subject to
particularly rigorous review.

Key activities of the Board

Regular agenda items:

Key agenda items also considered in the
year included:

Group strategy

Financing, going concern, viability
and liquidity

Reports from Board committees

Business performance and financial results

Annual budget and financial statements

Consideration of acquisitions and disposals

Risk management and review
Operational oversight

UK and International strategy days
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Corporote governance

Governance and Committees
A key element of the Board's responsibility is monitoring and reviewing the effectiveness of the Company’s system of internal

control, and the non-executive directors challenge and scrutinise its effectiveness and integrity.

Mothercare plc main Board

Board committees

O Auditand Risk @) Defence
@ Nomination Disclosure
@ Remuneration

Executive Committee

PLC Board

| | | | |

Audit and Risk Defence Disclosure Nomination Remuneration

The Board is assisted by committees. There are four committees of the Board that meet and report on a regular basis:
Audit and Risk, Defence, Nomination and Remuneration. A record of the meetings held during the year of the Board
and its principal committees and the attendance by individual directors is set out on page 54.
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Audit and Risk
Committee

Nomination
Committee

Remuneration
Committee

(0]

Defence
Committee

* Committee members:

Lee Ginsberg (Chair),
Amanda Mackenzie,
Nick Wharton

* Key roles and
responsibilities:
Review the scope
and issues arising
from the audit and
matters relating to
financial control,
review of corporate
governance, financial
statements and

accounts, responsibility

for risk management,
internal and
external audit.

¢ Committee members:
Alan Parker (Chair)
Angela Bravy, Lee
Ginsberg, Amanda
Mackenzie, Richard
Rivers, Imelda Walsh,
Nick Wharton

* Committee members:

Imelda Walsh (Chair),
Angela Bray, Alan
Parker, Richard Rivers

* Key roles and
responsibilities:
Proposals on the size,
structure, composition
(including diversity)
and appointments to
the Board, managing
the selection process
and agreeing to the
terms of appointment
of non-executive and
executive directors of
the Board, review
succession planning
of Board members
and the Executive
Committee annually.

* Key roles and
responsibilities:
Establishes the
remuneration
policy, preparation
and approval of
the Directors’
remuneration
report, approval of

specific arrangements

for the Chairman and
executive directors,
review comment and
propose to the Board
the proposed
arrangements for the
Executive Committee
including short- and
long-term incentive
programmes.

* Committee members:
Alan Parker (Chair)
Richard Rivers, Lee
Ginsberg, Mark
Newton-Jones,
Richard Smothers

* Key roles and
responsibilities:
Advises the Board
in a bid situation,
appoints professional
advisers to support
the Committee and
the Board, maintains
and reviews the
defence process
of the Company.

The Board has established a Disclosure
Committee that is responsible for the
establishment and maintenance of
disclosure controls and procedures

in the Company (and their evaluation),
for the appropriateness of the
disclosures made (after due
consideration of the obligations of the
Company under the Listing Rules and
the Disclosure and Transparency Rules)
and for compliance with the Group’s
share trading rules. It reports to the
Board through the Chief Executive (or
through the Chairman in the absence
of a Chief Executive). The Disclosure
Committee comprises the Chairman,
Chief Executive, Senior Independent
Director, CFO and General Counsel
and Group Company Secretary.

Each of the committees has clear
terms of reference and reports to

the Board on its area of responsibility.
Details of the terms of reference of
the Board's committees are set out

in the corporate governance sections
of the Company’s website at
www.mothercareplc.com.

In addition, the Company’s Executive
Committee reports to the Board
through the Chief Executive.

Executive Committee

The executive management of the
Company (principally through the
Executive Committee) has operated
within a structure with defined lines
of responsibility and delegations

of authority, and within prescribed
financial and operational limits.

The system of internal control is
based on financial, operational,

compliance and risk control policies
and procedures together with regular
reporting of financial performance
and measurement of key performance
indicators. Risk management,
planning, budgeting and forecasting
procedures are also in place together
with formal capital investment and
appraisal arrangements.

The Board has delegated day-to-day
and business management control
of the group to the Executive
Committee. As at 26 March 2016 the
Executive Committee consisted of
the Chief Executive, CFO, Managing
Director, UK, the Global Product
Director, the Global Brand and
Marketing Director, the Group HR
Director and the General Counsel
and Group Company Secretary.
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Corporcte governance

continued

Board effectiveness and balance

In autumn 2015 and in line with last year’s
commitment, the Chairman initiated a
detailed externally facilitated evaluation
of the Board (conducted by Wickland
Westcott), and of its effectiveness and
operation. This evaluation included
individual interviews of each Board
Director, reviews with the Chairman

and General Counsel and Group
Company Secretary and a subsequent
presentation to the Board and resulting
discussion. This evaluation identified
some recommendations to enhance the
collective power of the executive and
non-executive components of the Board.
The Board has subsequently approved
these with their implementation in
FY2015/16 continuing through into the new
financial year. Wickland Westcott has no
other connection with the Company.

In the year ahead the Board intends
to support the Chief Executive in the
continuing delivery of the agreed
strategy and to provide guidance on
risk planning and risk management.

The Board believes that is has an
appropriate range of breadth and
expertise to manage the Group’s
activities. As at 26 March 2016, the
Board had six non-executive directors,
of which three are women. Details of
the experience and background of
each director is set out on pages 46
and 47.

Diversity

The importance of improving the
diversity balance (including gender)

on boards of UK listed companies is
recognised. At the date of this report,
the main Board (including the executive
directors) comprises three women and
five men, and the Executive Committee
(excluding the executive directors)

has one woman and four men.

The Company has a senior
management team that reflects
gender diversity, with 52% of the senior
management positions (the two grades
below Executive Committee) being
held by women as at 26 March 2016
(2015: 51%). The Company believes it

is well positioned to support gender
diversity at all senior levels.

Going concern

The Directors have reviewed the
going concern principle according
to revised guidance provided by the
FRC and details are set out in the
Financial review on page 38.

Viability Statement

In accordance with provision

C.22 of the 2014 revision of the UK
Corporate Governance Code, the
Directors have assessed the prospects
and viability of the Company and its
ability to meet liabilities as they fall
due over the medium term. The
viability statement is set out on

page 38 of the Financial review.

Risk management

The effective management of risks
within the Group is essential to
underpin the delivery of its objectives
and strategy. The Board is responsible
for ensuring that risks are identified
and appropriately managed across
the Group and has delegated
responsibility to the Audit and Risk
Committee for reviewing the Group’s
internal controls, including the systems
established to identify, assess, manage
and monitor risks. The Company has
an internal audit function which reports
through the CFO to the Audit and

Risk Committee.

The activities of the internal audit
function are supplemented by external
resources as necessary. The external
auditors also report to the Audit and
Risk Committee on the efficiency of
controls as part of the audit.

Employee gender diversity

Male % Female % Total
Directors of the Company (including
the Chairman and executive directors) 6 67% 3 33% 9
Executive Committee (excluding
executive directors) 4 81% 1 20% 5
Senior management positions 25 49% 26 51% 51
Total senior managers other than
directors of the Company 29 52% 27 48% 56
Other retail support centre employees 157 24% 484 76% 641
Total retail support centre employees 186 27% 51 73% 697
Total retail employees of the Group 427 9% 4,370 N% 4,797
Grand total employees of the Group
(retail support centre and retail) 613 1% 4,881 89% 5,494
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The Principal Risks and Uncertainties
facing the Company are set out on
pages 26 to 31

The programme of specific risk
management activity of the Company’s
UK operations continued during the
year across the activities of both
brands. Under this programme, alll
individual stores are tested against a
risk assessment model that emphasises
health and safety, fire safety and
internal process compliance.

For many years, the Company has
applied its risk management principles
to its International business, for
example by carrying out audits

of its International partners, and

taking out trade insurance against key
franchise receivables. The Company
has additional controls in place with

its joint venture partners.

Sourcingfoverseas operations

The Group operates a supply and
sourcing function with offices in India,
Bangladesh, China and Hong Kong.
It sources its products primarily from
India, China and Bangladesh.

The sourcing offices are responsible
for ensuring that appropriate
governance standards are observed
by the suppliers used by the Group,
and has a dedicated corporate
responsibility team. More details are
set out in the corporate responsibility
section on pages 40 to 45.

The Board believes that the system

of internal control described can
provide only reasonable and no
absolute assurance against material
misstatement or loss. During the course
of its review of the system of internal
control, the Board has not identified
nor been advised of any failings or
weaknesses which it has determined
to be significant.

Bribery Act 2010

The Bribery Act 2010, which came

into force on 1July 20T, consolidated
previous legislation and introduced
(amongst other things) a new
corporate offence of “failure to prevent
bribery’. Non-compliance with this Act
could expose the Group to unlimited
fines and other consequences.

Accordingly, the Group introduced
additional measures into the business
to reinforce its zero tolerance approach
to bribery and corruption. The Group
Global Code of Conduct (with specific
reference to the Bribery Act) was issued
to all non-store level employees both
in the UK and overseas in 2011 and
annually since then. The Group’s
position on bribery and corruption

has been explained to its suppliers,
franchisees and joint venture partners.
The Group maintains a global
‘whistleblower” hotline accessible

in a number of languages.

Shareholder relations

The Company maintains regular
dialogue with institutional shareholders
following its presentation of the
financial performance of the business
to the investing communities.

Opportunities for dialogue take

place at least four times a year following
the announcement of the half and full
year results (in November and May
respectively) and trading statements

at the AGM (Quarter 1results) and
post-Christmas (Quarter 3 results).
During such meetings the Company

is able to put forward its objectives for
the business and discuss performance
against those objectives and develop
an understanding of the views of major
shareholders. The outcome of meetings
with major shareholders is reported by
the Chief Executive at Board meetings
on a periodic basis. In addition, leading
corporate shareholders are able to
access the Company’s Director of
Investor Relations.

The Company seeks to reach a wider
audience by the use of its website
(www.mothercareplc.com), which was
updated during the year, and, with a
view to encouraging full participation
of those unable to attend the AGM.

It provides an opportunity for
shareholders to ask questions of their
Board through its website or by e-mail
to investorrelations@mothercare.com.
The Company provides electronic voting
facilities through www.sharevote.co.uk.
Those shareholders who wish to use this
facility should review the notes and
procedures set out in the Notice

of Meeting.

Directors’ interests and indemnity
arrangements

At no time during the year did any
director hold a material interest in
any contract of significance with the
Company or any of its subsidiary
undertakings other than a third-party
indemnity provision between each
director and the Company. The
Company has purchased and
maintained throughout the year
directors” and officers’ liability insurance
in respect of itself and its directors.

The Directors also have the benefit of
the indemnity provision contained in
the Company’s Articles of Association.
These provisions, which are qualifying
third-party indemnity provisions as
defined by Section 236 of the
Companies Act 2006, were in force
throughout the year and are currently
in force. Details of directors’
remuneration, service contracts

and interests in the shares of the
Company are set out in the Directors’
remuneration report.
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Corporote governance

continued

The Company also provides an
indemnity for the benefit of each person
who was a director of Mothercare
Pension Trustees Limited, which is a
corporate trustee of the Company’s
occupational pension schemes, in
respect of liabilities that may attach to
them in their capacity as directors of
that corporate trustee. These provisions,
which are qualifying pension scheme
indemnity provisions as defined in
Section 235 of the Companies Act 2006,
were in force throughout the year and
are currently in force.

Directors’ conflict of interest

The Board has maintained procedures
whereby potential conflicts of interest
are reviewed regularly. These
procedures have been designed so
that the Board may be reasonably
assured that any potential situation
where a director may have a direct or
indirect interest which may conflict or
may possibly conflict with the interests
of the Company are identified and
where appropriate dealt with in
accordance with the Companies

Act 2006 and the Company’s Articles of
Association. The Board has not had to
deal with any conflict during the period.

Director attendance

Director attendance statistics at
meetings for the 52-week period ended
26 March 2076:

Committee

Board Audit and Risk Nomination Remuneration Defence
Maximum number of meetings 10 4 2 4 2
Director:
Alan Parker 10 2 4 2
Angela Brav 9 1 3
Lee Ginsberg 9 4 2 2
Amanda Mackenzie 10 4 2
Richard Rivers 10 2 4 2
Imelda Walsh 10 2 4
Nick Wharton 10 4 2
Mark Newton-Jones 10 1 2
Richard Smothers 10 1 2

Note: the table sets out for each director both the number of meetings attended and the maximum number of meetings that could have been
attended. Only the attendance of members of the committees is shown in the table although other directors have also attended at the invitation

of the respective committee Chairs.

Notes:

* Mark Newton-Jones and Richard Smothers attended meetings of the Audit and Risk Committee and the Remuneration Committee upon the
invitation of the respective Chairs of those committees.

« Alan Parker attended meetings of the Audit and Risk Committee upon the invitation of the Chair of that committee.

* In addition to the Board meetings above there were two ad hoc Board meetings which approved the interim and full year report and accounts
respectively, both of which were constituted by the Board from those members available at that time having considered the views of the whole

Board beforehand.
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Audit and Risk Committee

Lee Ginsberg
Chairman of the
Audit and Risk Committee

Dear Shareholder

This report details the key activities

and focus of the Audit and Risk
Committee during the year in addition to
its principal and ongoing responsibilities.

This Committee is committed to
monitoring the integrity of the Group’s
reporting process and financial
management, as well as maintaining
sound systems of risk management
and internal control. There were further
developments throughout the year,
including for example, the business
continuity planning tests carried out
during the year.

The Committee scrutinises the interim
and full year financial statements
before proposing them to the Board
for approval, and reviews in detail any
accounting judgements that are made
by the Company.

The Committee provides oversight

of the risks affecting the business, and
the Company’s own Risk Committee
provides reports on a quarterly basis.
In turn, the Committee reports to the
Board on matters of existing and
emerging risk affecting the Group.

Composition of the Committee

The Committee currently comprises
Lee Ginsberg as Chairman, and
Amanda Mackenzie and Nick Wharton
as the non-executive directors. The
General Counsel and Group Company
Secretary acts as secretary to the
Committee. Both Lee Ginsberg and
Nick Wharton are chartered
accountants with considerable
financial and commercial experience
with listed companies. Biographical
details of the directors are set out

on pages 46 and 47 of this report.

The Committee meets regularly

during the year in line with the financial
reporting timetable, and met four times
in the period covered by this report.
Each member’s attendance at these
meetings is set out on page 54 of the
corporate governance report.

No specific remuneration of the
Non-executive directors is ascribed

to membership of the Committee other
than a supplement of £7,500 per annum
paid to Lee Ginsberg for the period in
respect of which he acts as Chair of
the Committee.

The Audit and Risk Committee regularly
invites the Group’s Chief Executive,
CFQ, Director of Finance and General
Counsel and Group Company
Secretary to attend its meetings.

Other Board directors and executives
are invited to attend from time to time.

The Committee works closely with
Deloitte LLP as its external auditors.
The audit partner of Deloitte LLP is
invited to attend all of the scheduled
Committee meetings. PwC is engaged
to provide internal audit consultancy
and support, and is invited to attend
Committee meetings when required
(usually three times a year).

The relevant audit partners of

both Deloitte LLP and PwC hold
meetings with the Committee (and
separately with the Chair of the
Committee) at which representatives
of the Company are not present.
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Audit and Risk Committee

continued

Activities of the Committee

The remit of the Audit and Risk Committee is to review

the scope and issues arising from the audit and matters
relating to financial control and risk. It assists the Board in

its review of corporate governance and in the presentation
of the Company’s financial results through its review of

the interim and full year accounts before approval by the
Board, focusing in particular on compliance with accounting
principles, changes in accounting practice and major

areas of judgement.

Additionally, as part of its risk remit, the Committee reviews
its financial and contractual arrangement with International
partners around the world, including the process and
standard franchise agreements used by the Company.
Also, the Committee recognises that the size of the
International business (about two-thirds of worldwide retail
space and 60% of worldwide retail sales) means that the
Group is more exposed to geopolitical events, the price

of oil and the risk of exchange rate fluctuations (in particular,
regarding the Russian rouble) being ever more material

to the profitability of the Group. The impact of these issues
were felt in the International divisions during FY2015/16.

Heading Scope Action
Audit The review of the Company’s * reviewed the financial statements both in the interim report and full year
accounts and financial report and accounts, having in both cases received a report from the
statements, and of any external auditors on their review and audit of the respective reports
accounting policies and and accounts
judgements « challenged management’s judgements and recommendations on key
financial issues, and provided oversight of controls relating to finance
and tax
* reviewed the processes necessary to ensure that the Board is able to
confirm that the Annual Report is ‘fair, balanced and understandable’
* assisted the Board in its detailed review of the going concern and
viability in light of the Financial Reporting Council’s additional guidance
on going concern, viability and liquidity risk
Risk Oversight of the Company’srisk ~ « formalised reporting structure of risk within the Group
appetite, its risk monlogemem » considered the output of the procedures used to evaluate and mitigate
process and internal audit risk within the Group including a crisis management rehearsal
controls, risk mitigation and h . . ol h .
insurance; oversight of the * supported the Company in its decision to implement currency hedging
Company’s agreements with on royalty receipts from some International markets
International partners * monitoring of geopolitical risk
* review of standard International agreement terms
* considered international debt management and the Group's
joint venture arrangements in China
* supplier funding and revenue recognition
Governance Compliance with the Bribery Act  » considered the management letter from the external auditors on their
and the Group's Global Code of review of the effectiveness of internal controls
Conduct, compliance with the « agreed the fees and terms of appointment of the external auditors
UK Corporate Governance . . . .
Code, and policies on the use » agreed the work plan of the internal audit function, reviewed the
of auditors resultant output from that plan, and ensured that proper processes
are in place to report on any actions required
* reviewed and assessed the Group’s compliance with corporate
governance principles and any disclosures made under the Code
of Conduct or from the Group's ‘whistleblowing’ hotline
Effectiveness A review of the effectiveness of * reviewed the effectiveness of the Group’s internal controls and

the Committee and its internal
and external audit

disclosures made in the Annual Report
« reviewed both the internal and the external audit effectiveness
* commenced the recruitment of a Head of Risk and Assurance
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The planned increase in size of the International business
and continued volatility in foreign exchange rates means
that the monitoring of foreign exchange risk (and mitigating
that risk through treasury policy) will become more important
each year and the Committee will provide specific oversight
of this aspect of risk management.

The full terms of reference of the Committee (which are
reviewed and, if necessary, amended during the year) are
set out under the corporate governance section of the
website at www.mothercareplc.com.

Fair, balanced and understandable

The Committee has reviewed the contents of this year’s
Annual Report and Accounts and advised the Board that,
in its view, taken as a whole, the report is fair, balanced and
understandable and provides the information necessary for
shareholders to assess the Group’s performance, business
model and strategy.

Areas of significant financial judgement considered by the
Committee during the year

During the year the Committee, management and external
auditor considered and concluded on what the significant
risks and issues were in relation to the financial statements
and how these would be addressed.

Throughout the year

In assessing the appropriateness of the financial statements,
and in consultation with Deloitte as the external auditors,
during this period the Committee concentrated on the
following significant audit risks:

Carrying value of joint venture investments and
recoverability of receivables from these parties

The Committee reviewed the Group's investments in its

joint ventures. The Company sold its investment in the India
joint ventures on 8 May 2075. The business in China has not
performed in line with expectations and there was a further
deterioration in trading in the year. As a result, the Company
has fully impaired its investment. The Committee reviewed
reports from the Company that detailed the underlying
assumptions and estimates in the budgets for each
investment. Further, the Committee reviewed the work
performed by the external auditor. These matters were
discussed specifically with the CFO and the external auditor.

Classification and presentation of exceptional items

The Committee has been careful to ensure that the
Company adopts and applies a consistent policy and
approach to any items that may be considered as
exceptional in the accounts. During the year, the Committee
reviewed reports prepared by the Company and the
external auditor in considering the appropriateness of
each of the items that were classified as exceptional items.

Property closure provisions

For a number of years the Company has pursued a

policy of reducing the number of stores operating in the

UK and this policy continued with further store closures
announced during the period. This has involved an active
programme of managing the expiry dates of lease
agreements and engaging, and negotiating with landlords
the surrender or assignment of other leases. Through this
process, the number of UK stores operated by the Group at
26 March 2016 was 170, a reduction from 189 at the same point
in the year before. The Committee reviewed reports from the
Company that assessed the judgements around future costs,
including dilapidations and closure costs, and the timing of
potential future landlord settlements on those remaining
properties earmarked for closure. The Committee also
reviewed the reports from the external auditor which
considered the appropriateness of the retained provision.

Onerous lease provision

Given the loss-making status of the UK business, each store
lease is assessed to determine if it is considered onerous.
The Committee reviewed reports from the Company that
consider the assumptions used within the three-year plan
to assess this and the appropriateness of any assumptions
beyond this three-year timeframe. The Committee also
reviewed the reports from the external auditor which
considered the appropriateness of the retained provision.
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Audit and Risk Committee
continued

Foreign currency

During FY2015/16 there were significant movements in the

value of GBP sterling against other currencies around the
world and this impacted the Group’s profitability. The Group
has had a currency hedging policy against purchases
denominated in US dollars and Euro for many years as part of
its sourcing operation, and in FY2015/16 it implemented a policy
to hedge against royalty receipts from International partners
in certain territories. The Company’s foreign exchange policy
means that it hedges in part against the currencies of its core
International partners businesses around the world. This does
not eliminate the risk of currency movements for the Company
but it provides the Company with a level of certainty of its
cash flow. The Committee received reports from the Company
which considered the appropriateness of the Company’s
hedging policy.

Inventory/obsolescence provision

The Committee reviewed reports from the Company in
respect of the inventory obsolescence provision twice a
year and considers the age, value and type of stock whilst
assessing the appropriateness of any required provision.
The Committee also reviewed the reports from the external
auditor in considering the appropriateness of provisions
held against the carrying value of inventory.

Supplier funding income

The Company receives income from its suppliers, mainly

in the form of early settlement discounts, volume based
rebates and promotional contributions. Judgement is
involved in ensuring this income is recognised in the
accounting period to which it relates. The Committee has
considered the assessment made by the Company over the
accounting for supplier funding arrangements and has been
actively involved in reviewing the Group’s controls in place in
this area. The Committee has reviewed the nature and value
of these arrangements and the timing of recognition in the
financial statements, along with the related external audit
findings report. The Committee is satisfied with the
Company’s conclusion that there is no risk of material
misstatement in the current and previous year.
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Other significant matters considered by the Committee
during the year:

How the Committee
addressed those matters

Other significant
matters

The Committee has received an
assessment from the Company of
judgements made in relation to its tax
position and of its ongoing relationship
with HM Revenue and Customs, and
confirmation that there are no material
issues with HM Revenue and Customs.

Tax

Policies
The Committee reviews its policies at least once every
year, including:

* External auditor independence - The Committee reviews
at least once a year the independence of the external
audit firm and the individuals carrying out the audit by
receiving assurances from, and assessing, the audit firm
against best practice principles. The Committee seeks to
balance the benefits of continuity of audit personnel and
the need to assure independence through change of audit
personnel by agreeing with the audit firm staff rotation
policies. The Committee’s review of the independence
of its external auditors was by enquiry of them, reviewing
the report issued by the auditors regarding their
independence, and considering the policy on non-audit
services provided by them, and it concluded that Deloitte
LLP was independent.

External auditor appointment — Deloitte LLP has acted as
the Group’s external auditor since 2002. Its performance is
reviewed annually by the Committee. As part of its review
in FY2015/16, the Committee noted that the Group audit
partner was rotated in 2013 and the current audit partner’s
five year term will end in FY2016/17. The UK Competition and
Markets Authority’s Statutory Audit Services Order (CMA
Order) states, amongst other matters, that FTSE 350 listed
companies should put their external audit contract out

to tender at least every 10 years. Under the transitional
arrangements permitted by both the CMA Order and the
EU legislation, the Company does not need to put the



external audit work out to tender until the financial year
commencing after June 2023, provided that another audit
partner(s) is appointed by Deloitte LLP at the end of the
current audit partner’s term. After careful consideration
and in compliance with the CMA Order, the Audit and Risk
Committee determined that it was not in the best
interests of the shareholders to re-tender the external
audit at the end of the current lead audit partner cycle.
The Committee remains satisfied that there is sufficient
auditor independence and effectiveness to ensure a
robust audit process. Further, the Committee believes
that it would be beneficial to maintain the continuity of
external auditor. The Committee has discretion to put the
audit out to tender at any time and will continue to keep
this under review on an annual basis in conjunction with
the assessment of the effectiveness of the external

audit process.

Auditors providing non audit services — A policy in respect
of non-audit work by the audit firm is in effect. The general
principles are that:

- the audit firm should not be requested to carry out
non-audit services on any activity of the Company
where they may in the future be required to give an
audit opinion;

- the appointment of the audit firm for any non-audit work
must be approved by the Committee (or by the Chair of
the Committee in the case of minor matters), and will be
approved only if it is regarded as being in the best
interests of the Company; and

- the Committee will not approve (and the Company
will not pay) any non-audit fees to the auditors on a
contingent basis (non-audit fees incurred in the year
are set in note 7).

Internal audit — PwC works closely with the internal audit
function of the Company and attends meetings of the
Committee by invitation (three times in FY2015/16).

The Committee has assisted the Board in the assessment
of the adequacy of the resourcing plan for the internal
audit function. In respect of the activities of the function, the
Committee has received reports upon the work carried out
and the results of the investigations including management
responses, their adequacy and timeliness.

Risk management

Under the overall supervision of the Audit and Risk
Committee, there are several sub-committees and work
groups that oversee and manage risk within the Company
and the Group. The Company has a formally established
Risk Committee, jointly chaired by the CFO and General
Counsel and Group Company Secretary, to provide more
regular oversight of risk matters, evaluate emerging risks
that may affect the business, and design and oversee a
compliance and sub-committee framework that ensures
the necessary actions are carried out to mitigate risk.

The Company’s sub-committees include health and safety,
retail store compliance and profit protection, internal audit
and corporate responsibility.

The Company, like other retail businesses, continues

to face unexpected but material risks on a daily basis.

The Company seeks to manage risk in its operations and

it has its own business continuity plans in other areas of the
business. It has also taken external advice on cyber risks that
may affect the business. The Company also undertook full
business continuity planning test during the year which
included both the Executive Committee and other members
of senior management.

Internal audit

The role of internal audit within the business is to provide
independent assurance that the Company’s risk
management, governance and internal control processes
are operating effectively. The Company achieves this by
using a combination of internal resource for operational
reviews and external competent support provided by PwC.
The Company’s CFO is responsible for internal audit and
reports to the Committee.
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Audit and Risk Committee
continued

Effectiveness
The Committee considered its effectiveness of its own
performance and that of the external audit.

Audit and Risk Committee

It was considered that the work of the Audit and Risk
Committee during the year was effective when measured
against its terms of reference and general audit committee
practice. The Committee was satisfied that the quality of the
papers and information presented to its meetings, and the
advice received from its external and internal auditors, was
of sufficient detail and quality that enabled it to consider
matters appropriately, to take decisions and to make
recommendations to the Board as appropriate.

External audit

The Committee reviewed the effectiveness of its external
audit and considered that Deloitte LLP had carried out its
obligations in an effective and appropriate manner. The
review considered factors such as the quality and expertise
of the personnel leading and working on the account
(including the strength and performance of the lead audit
partner), the quality of the audit papers and presentations,
the competence with which questions relating to key
accounting judgements were answered, and the stability
that would be provided by continuing to use Deloitte LLP
at the current time.

The Committee reviewed the independence of its
external auditors during the year (by enquiry of them,
and reviewing the report issued by the auditors regarding
their independence, and the non-audit services provided
by the auditors and the safeguards relating thereto)

and considered that Deloitte LLP was independent.

The Company did not pay any non-audit fees to the
auditors on a contingent basis (non-audit fees incurred

in the year are set in note 7).

Having considered these factors, the Committee
unanimously recommended to the Board that a resolution
for the reappointment of Deloitte LLP as the Company’s
external auditor be proposed to shareholders at the

2016 AGM.
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Conclusion

As a result of its work during the year, the Committee has
concluded that it has acted in accordance with its terms
of reference and has ensured the independence of the
external auditors during the year.

The Chair of the Committee will be available at the AGM
to answer any questions on the work of the Committee.

Lee Ginsberg

Chair, Audit and Risk Committee



Nomination Committee

Dear Shareholder

FY2015/16 was a year of stability for the Board since the
appointments of both Mark Newton-Jones and Richard
Smothers as executive directors during FY2014/15.

The Committee was required to conduct a search for a

new company secretary following the resignation of Tim
Ashby who left the Company on 24 July 2015. | am pleased

to report that, following a thorough recruitment process,
Daniel Talisman joined the Company on 11 January 2016 as
General Counsel and Group Company Secretary and, in the
intervening period, the Company benefited from the services
of an experienced company secretary on an interim basis.
The position of company secretary remains central to the
Company’s corporate governance programme.

The stability brought by the appointments of both the Chief
Executive and CFO was complemented by the four new
members of the Executive Committee who joined during
FY2014/15. These additions saw a step change in the delivery
of the strategy to support the UK turnaround.

Board composition

The Board's policy is to have a broad range of skills,
background and experience, and the biographies of

the Board members are set out on pages 46 and 47 of
this report. The Mothercare Board contains non-executive
directors (including myself as Chairman) and executive
directors with a wide range of experience, diversity

and background.

Governance

The Board conducted an externally facilitated Board
evaluation during the year, facilitated by Wickland Westcott.
The evaluation, as noted elsewhere in this report, addressed
Board composition, size, and skills as part of the process.
This evaluation identified some recommendations to enhance
the collective power of the executive and non-executive
components of the Board. The Board has subsequently
approved these with their implementation in FY2015/16
continuing through into the new financial year. Wickland
Westcott has no other connection with the Company.

Composition of the Committee

The Committee currently comprises the Chairman and
all of the non-executive directors of the Company. When
required, the General Counsel and Group Company
Secretary provides support.

During the year, when considering the recruitment for the
role of company secretary, the Committee worked with

Korn Ferry, an independent search company specialising

in executive recruitment. Korn Ferry has no other connections
to the Company.

Activities of the Committee

During the year, the Committee considered the
appointment of an interim and permanent company
secretary and in each case made a recommendation to
the Board. In addition, it met to consider the output from
the externally facilitated board evaluation and proposed
the recommendations approved by the Board.

The Committee met formally during the year supported
by interviews and other conversations between
Committee members.

The full terms of reference of the Committee (which are
reviewed and, if necessary, amended during the year)
are set out in the corporate governance section of the
website at www.mothercareplc.com. As a matter of
process, the Committee makes recommendations to
the Board, which are then considered by the Board in
conjunction with any advice or recommendation from
the Remuneration Committee.

Finally, | would like to thank all my fellow directors for their
time and support.

I will be available at the AGM to any questions on the work
of the Committee.

Alan Parker CBE

Chairman
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Directors’ report

The directors present their report on the affairs of the Group,
together with the financial statements and auditors’ report

for the 52-week period ended 26 March 2016. The corporate
governance statement set out on pages 48 to 54 forms part of
this report. The Chairman’s statement on pages 2 and 3 gives

further information on the work of the Board during the period.

The principal activity of the Group is to operate as a
specialist omni-channel retailer, franchisor and wholesaler
of products for mothers-to-be, babies and children under
the Mothercare and Early Learning Centre brands. The
Group operates in the UK principally through its stores
and direct business, and globally in a further 57 countries
through its extensive International network.

The Companies Act 2006 requires the directors’ report to
contain a review of the business and a description of the
Principal Risks and Uncertainties facing the Group.

The directors’ report is prepared for the members of the
Company and should not be relied upon by any other

party or for any other purpose. Where the directors’ report
(including the strategic report) contains forward-looking
statements these are made by the directors in good faith
based on the information available to them at the time of
their approval of this report. These statements will not be
updated or reported upon further during the year unless the
Company is under a legal obligation to do so. Consequently,
such statements should be treated with caution due to the
inherent uncertainties, including both economic and business
risk factors, underlying such forward-looking statements

or information.

Business review

The principal companies within the Mothercare Group for the
period under review were Mothercare plc (the ‘Company’),
Mothercare UK Limited and Chelsea Stores Holdings Limited.
Mothercare plc is the group holding company and is listed on
the London Stock Exchange; Mothercare UK Limited owns the
Mothercare trade marks, operates the UK Mothercare
business and acts as the franchisor to Mothercare franchisees
worldwide; Early Learning Centre Limited (a subsidiary of
Chelsea Stores Holdings Limited) owns the ELC trade marks,
operates the UK ELC business and acts as the franchisor to
ELC franchisees worldwide.
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A review of the business strategy and a commentary on the
performance of the Group is set out in the Overview and
Strategic Report sections of this report on pages 2 to 45.
The Principal Risks and Uncertainties facing the business
are detailed in the Strategic Report at page 26 to 31.

The Group’s use of financial instruments, the risk
management objectives and exposures are set out in the
notes to the financial statements and the Strategic Report.

Going concern

The financial position of the Group, its cash flows, liquidity
position and borrowing facilities are set out in Financial
Review on pages 32 to 39 The Group’s going concern
position is set out in the Financial review on page 37

Dividend

The directors are not recommending the payment of a final
dividend for the year and no interim dividend was paid
during the year (FY2015: nil).

Shares

As at 18 May 2016, the Company’s issued share capital was
170,865,812 ordinary shares of 50 pence each all carrying
voting rights. The details of the Company’s issued share
capital as at 26 March 2016 are set out in note 24 to the
financial statements. No shares were held in Treasury.

The Company has one class of ordinary shares. Each share
carries the right to one vote at general meetings of the
Company. There are no specific restrictions on the size of

a holding in the Company nor on the transfer of shares,
which are both governed by the general provisions of

the Company’s Articles of Association and legislation.

The directors are not aware of any agreements between
shareholders that may result in restrictions on the transfer
of shares or on voting rights.

Details of the Company’s employee share schemes are
set out in the remuneration report. The trustees of the
Mothercare employee trusts abstain from voting their
shareholdings in the Company.



Substantial shareholdings

In accordance with the Disclosure and Transparency Rules
(DTR) of the Financial Conduct Authority, as at 26 March 2016
the Company had been advised by or was aware of the
following interests above 3% in the Company’s ordinary
share capital:

Percentage of issued

Holder Number of shares share capital

Aberforth Partners 20,696,230 (Al
M&G Investment

Management Ltd 19,376,161 1.34
D C Thomson &

Company Limited 17,695,691 10.36
Aberdeen Asset

Managers Limited 14,459,854 8.46
Capital Research &

Management 13,551,000 793
UBS Global Asset

Management Ltd 8,956,410 5.24
Legal & General

Investement

Management Ltd 8,452,823 495
BlackRock

Investment

Management Ltd 6,886,112 403
Allianz Globall

Investors 6,56619 373

During the period from 27 March 2016 to 18 May 2016 the
following notifications were received:

Percentage of issued

Holder Number of shares share capital
Greater

Manchester

Pension Fund 8,872,362 519%
Legal & General

Group plc 8,633,138 5.05%

Acquisition of own shares

The Company was given a general approval at the AGM in
July 2015 to purchase up to 10% of its shares in the market.
This authority expires after the AGM on 14 July 2016. The
authority has not been used during the year.

Significant agreements and change of control

There are a number of agreements that alter or terminate
upon a change of control such as commercial contracts,
bank loan agreements and employee share plans. The only
one of these which is considered to be significant in terms of
likely impact on the business of the Group as a whole is the
multi-currency term and revolving facilities agreement
entered into by the Group with Barclays Bank PLC and HSBC
Bank PLC under which a change of control of the Company
would entitle the banks to cancel the facility and require

the repayment of all outstanding amounts on a minimum

of 30 days’ notice.

Under the multi-currency term and revolving facilities
agreement referred to above, Barclays Bank PLC and
HSBC Bank PLC provide the Group with a credit facility

to be used for general business purposes. Following
repayment of the term loan after the rights issue, the

credit facility remains at £50 million. The term of the facilities
agreement is to May 2018.

Other than early vesting under the Group’s long term
incentive plans, the directors are not aware of any
agreements between the Company and its directors or
employees that provide for compensation for loss of office
or employment that would occur because of a takeover
bid whether successful or not. As at the date of this report,
there are no special contractual payments associated with
a change of control of the Company.
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Directors’ report
continued

Directors

With regard to the appointment and replacement of
directors, the Company is governed by its Articles of
Association, the UK Corporate Governance Code, the
Companies Act 2006 and related legislation. The Articles
may be amended by special resolution of the shareholders.
The business of the Company is managed by the Board
which may exercise all the powers of the Company subject
to the provision of the Articles of Association, the Companies
Act and any ordinary resolution of the Company:.

The following directors served during the 52-week period
ended 26 March 201é:

Name Appointment

Alan Parker Chairman and non-executive director;
Chairman of the Nomination

Committee

Mark Newton-Jones Executive director

Richard Smothers  Executive director

Angela Brav Independent non-executive director

Lee Ginsberg Independent non-executive director

and Chairman of the Audit Committee

Amanda Mackenzie Independent non-executive director

Richard Rivers Independent non-executive director

and Senior Independent Director

Imelda Walsh Independent non-executive director
and Chair of the Remuneration
Committee

Nick Wharton Independent non-executive director

In accordance with the requirement of the UK Corporate
Governance Code, at the Annual General Meeting of the
Company in July 2016 all the directors currently appointed
shall retire and offer themselves for re-election.

Details of directors’ service arrangements are set out in the
remuneration report on page 89

A statement of directors’ interests in the shares of Mothercare
plc and of their remuneration is set out on pages 77 and 78
respectively. A statement of directors’ interests in contracts
and indemnity arrangements is set out on page 53.

Employees

The Company involves all of its employees in the delivery

of its strategy. It regularly discusses with all employees its
corporate objectives, trading results and performance, as
well as the economic environments in which the Company
trades through its business sectors. This is achieved through
the Company employee website and magazine ‘SmallTalk’,
monthly briefings by the Chief Executive and other Executive
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Committee members, updates on financial results and
trading performance and through other email and video
presentations. These communications are extended to the
Group’s overseas offices in India, Bangladesh, Hong Kong
and China, and to the stores in the UK.

The Company aspires to develop a loyal and high
performing team through the development of its culture and
values. Annual performance reviews are carried out with all
employees and objectives are set that align with business
strategy. In addition, we offer a variety of development
opportunities and training interventions to enable
employees to improve their skills.

The Group’s remuneration strategy is set out in the
remuneration report which includes details of the various
incentive schemes and share plans operated by the
Group. In addition to the share plans offered to senior
management, during the year under review the Company
offered employees to participate in an Inland Revenue
approved SAYE plan.

The Company is also committed to developing the skills
and leadership potential within its workforce. To this end,

a senior leadership team (SLT) was created in FY2016
comprising senior managers across the Group. The role

of the SLT is to help to deliver the strategy by working
collaboratively as a team across functions in all areas of the
business. SLT members present to the business on a regular
basis and have played a key role in formulating and then
delivering the roll-out of the Brand House across the Group
- an initiative aimed at resetting the Company’s core
behaviours and ambitions.

Disabled employees

The Group is an equal opportunities employer and
ensures that recruitment and promotion decisions in alll

of its companies are made solely on the basis of suitability
for the job. Disabled people are given due consideration
for employment opportunities and, if employees become
disabled, every effort is made to retain them by providing
relevant support.

The Mothercare Staff Pension Scheme and the Mothercare
Executive Pension Scheme were both closed to future
accrual with effect from 31 March 2013. The Company
continues to make deficit contribution payments to each
pension scheme and details of the pension charge are

set out in note 29 to the financial statements.

A defined contribution scheme, the Legal & General
WorkSave Mastertrust, was made available to all employees
with effect from 31 March 2013 and is the designated scheme
used for auto-enrolment of workers from 1May 2013 (the
‘auto-enrolment staging date’ for the Mothercare Group).



Corporate citizenship

The Group's corporate responsibility ethos and details of the
programmes that it runs in its business relationships around
the world are set out on pages 40 to 45. The Group
maintained its Global Code of Conduct to all its office
employees in the UK and overseas, and obtained
certificates of compliance from its employees.

Global Code of Conduct — key themes:

* Relations with employees, customers, suppliers and
franchise partners

* Shareholders and corporate governance

* Responsible sourcing

Greenhouse gas emissions

The Group's performance against targets for greenhouse
gas emissions, waste and packaging is set out in the
Corporate Responsibility section of this report on page 43.

Auditors
In the case of each of the persons who were directors of the
Company at the date when this report was approved:

¢ so far as each of the directors is aware, there is no relevant
audit information (as defined in the Companies Act 2006)
of which the Company’s auditors are unaware; and

* each of the directors has taken all the steps that he/she
ought to have taken as a director to make himself/herself
aware of any relevant audit information (as defined) and
to establish that the Company’s auditors are aware of
that information.

This confirmation is given and should be interpreted in
accordance with the provisions of Section 418 (2) of the
Companies Act 2006.

Deloitte LLP has expressed its willingness to continue as
auditors to the Company and a resolution proposing its
re-election will be put to the AGM.

Charitable and political donations

The Company made no donations during the year to the
Mothercare Group Foundation. However, the Foundation
has received the proceeds from sales of products in the
Company’s staff shop and was in a position at the end
of the year to make a charitable donation. Following
consultation with its employees the Mothercare Group
Foundation has agreed to support Tommy’s as its charity
of the year for FY2016/17. Total cash charitable donations
made by the Mothercare Group Foundation for the year
ended 26 March 2016 were £20,000 (2075: £89000).

The Company’s shareholders donated £7,443.71 to charity
through a share-dealing programme.

It is the Company’s policy not to make political donations.

Post balance sheet events
Post balance sheet events are disclosed in note 31 to the
financial statements.

Annual General Meeting

The 2016 Annual General Meeting will be held on Thursday,
14 July 2016 at 1.00pm in the conference suite at the
Company’s head office at Cherry Tree Road, Watford,
Hertfordshire WD24 6SH.

The Notice of the Meeting and a prepaid form of proxy for
the use of shareholders unable to come to the AGM but who
wish to vote or to put any questions to the Board of directors
are enclosed with this Annual Report for those shareholders
who elected to receive paper copies. The Company wishes
to encourage as many shareholders as possible to vote
electronically. Those shareholders who have elected to, or
now wish to participate in electronic voting may register their
vote in respect of resolutions to be proposed to the AGM at
wwwi.sharevote.co.uk. To use the facility shareholders will need
their voting ID, task ID and shareholder reference number
from their proxy form and register at www.shareview.co.uk.
For full details on how to use this facility please see the
Notice of Meeting.

Shareholders may also submit questions via email to
investorrelations@mothercare.com. The Chairman will
respond in writing to questions received.

As in previous years a copy of the Chairman’s opening
statement to the meeting, together with a summary of
questions and answers given at the meeting, will be
prepared following the AGM. This will be made available
to shareholders on request to the General Counsel and
Group Company Secretary at the Company’s head office.

The Notice of Meeting gives explanatory notes on the
business to be proposed at the meeting.

By order of the Board

DI [osmanan

Daniel Talisman
General Counsel and Group Company Secretary
18 May 2016
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Directors’ remuneration report

Statement
from the Chair

| am pleased to
present the directors’
remuneration report
for the financial

year ended

26 March 2016.

Imelda Walsh

Chair, Remuneration Committee

Our business continues to grow

As already set out in the Chairman’s
Statement and the Chief Executive’s
Review, we have seen another
productive year as we progress towards
transforming Mothercare into a global
business. Following the successful rights
issue in 2014, we continued to invest to
improve performance in our UK
business. Online sales growth remained
strong and supported like-for-like and
total UK sales growth. We ended the
year in a strong position having reduced
UK losses by 64%. The new store format,
digital technology and improvements in
product and service contributed to the
UK results and further investments are
planned in the coming year.

Our International markets have been
faced with tough economic climates
and significant currency headwinds
for some time. Our International
partners have continued to focus on
strengthening and growing their store
portfolios with International retail
space growing by 4.6%. Despite this,
International sales declined by 74% in
actual currencies and we see these
challenges continuing into FY2016/17

Mark Newton-Jones and his team
have reviewed our International
operations. A number of changes
have been made, with more planned
in the future, which will enable
Mothercare to effectively meet these,
largely macroeconomic headwinds
and build a strong business with

an improved global reach.

We implemented the new National
Living Wage (NLW) rates with effect from
27 March 2016 and went beyond the
minimum legal obligation (which applies
only to age 25 and over) and have
applied the new rate of £720 to

all colleagues aged 21 and above.

FY2015/16 Performance and Reward
The first condition to enable the
Remuneration Committee to consider
payments under the annual bonus
scheme is for the Company to meet

a threshold level of profit. Unfortunately,
the underperformance of our
International business in H2 meant

that the Company did not achieve this.
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As a result, there was no payment under
the FY2015/16 annual bonus plan to the
executive directors even though 38.7%

of the business scorecard was achieved
and Mark Newton-Jones and Richard
Smothers both achieved the majority

of their personal objectives. Please see
page 73 for the targets and weightings.

The LTIP 2 award made in December
2013 was tested in relation to Group
PBT and share price at the end of
FY2015/16, and neither target was met.
There is one further element, UK PBT,
which is measured at the end of
FY2016/17 and equates to 125% of

the award. The outcome for this final
element will be included in the Annuall
Report for FY2016/17. There are no
executive directors in this scheme.

LTIP awards were granted in December
2014 (LTIP 3) and June 2075 (LTIP 4)
respectively. The performance
conditions are first assessed at the

end of FY2016/17 (share price, LTIP 3)
and in FY2017/18 (Group PBT, LTIP 3

and TSR, LTIP 4) respectively.

On joining the Company the
Remuneration Committee agreed

a grant to Richard Smothers of a
conditional share award to compensate
him for losses from his previous
employer. The award equated to 78,125
ordinary shares vesting one year after
commencement of his employment with
the Company. On 23 March 2016 the
share award vested and on 24 March
2016 Richard Smothers sold such number
of shares as were required to meet his
National Insurance liability, settled his
income tax liability directly with HMRC
and retained the remaining shares.
Richard elected this course of action

in order to build up his personal
shareholding, in accordance with

the Company’s remuneration policy.

Both Mark Newton-Jones and Richard
Smothers were granted relocation
packages to the gross values of £150,000
and £50,000 respectively. | can confirm
that both individuals have now been
paid these relocation allowances
against receipts over the course of
FY2014/15 and FY2015/16 and there are

no further relocation amounts due.



Malus and clawback introduced
during FY2015/16

As reported in last year’s Annual Report
and in accordance with best practice,
we have introduced a detailed malus
and clawback policy, which now forms
part of both LTIP and bonus awards
and applies to all recipients.

Approach to performance
and reward for FY2016/17

Base Salary

The Remuneration Committee reviewed
the salaries of the executive directors
and took into account the factors set
out in the approved policy including
individual performance, changes to
responsibilities, average pay changes
elsewhere in the workforce, affordability
and general market conditions. It also
noted that both individuals had
performed strongly during the year.

In respect of Mark Newton-Jones the
Committee concluded that an award of
2%, taking Mark’s salary to £612,000, was
appropriate. In respect of Richard
Smothers, the Committee noted that
during the year Richard’s role had been
expanded to include accountability for
the IT function and the delivery of the
transformation programme. This led the
Committee to conclude that an increase
of 4%, taking Richard's salary to
£355,000, was appropriate.

Annual Bonus Plan

The Remuneration Committee reviewed
the measures and weightings for the
annual bonus plan during FY2015/16.

In line with our approved policy, at least
70% of the bonus must be based on an
appropriate mix of financial measures,
and for the past two years we have
only used Group PBT. For FY2016/17,

the weighting for Group PBT will be
reduced to 60%, given that the business
scorecard includes a number of
financial measures covering UK sales,
International sales growth, margin and
cost. Including Group PBT, the financial
elements of the annual bonus plan will
represent 80% of the award with the
remaining 20% based on personal
objectives (10%), customer satisfaction
(5%) and product delivery (5%), which
are also part of the business scorecard.

Long Term Incentive Plan (LTIP)

Given the challenges facing our
International business, which Mark
Newton-Jones described at the
Preliminary Results Presentation,

the Committee has decided to defer
making an LTIP award. Over the
summer, we will further review the
medium term plan and consider what
measures and weightings best reflect
those aspirations. Our aim is to do this
within our approved remuneration
policy (the policy is due to be submitted
to shareholders again at the Annual
General Meeting in 2017). We will also
consult fully with leading shareholders
before making an award. The
Remuneration Committee has also
reviewed forecast levels of vesting for
LTIP 3 and LTIP 4. Whilst there has been
significant progress in the UK, the
slowdown in the International business is
likely to lead to nil or very limited vesting.

Open and productive communication
with our shareholders

We enjoy regular communication

with our shareholders on the issue

of executive remuneration and look
forward to this continuing in FY2016/17.
We value an open and transparent
dialogue and consider such
engagement key in ensuring the
Company’s remuneration strategy
continues to be aligned with the
long-term interests of Mothercare’s
shareholders. As the Company
continues its turnaround, the balance
of aligning shareholder interests with
an incentivising remuneration structure
remains complex. | look forward to your
support at the forthcoming Annuall
General Meeting.

Mothercare continues to face many
challenges, and the agenda for the
Remuneration Committee remains
demanding. | am grateful for the time
and commitment of my colleagues
over the past 12 months.

This report has been prepared
taking into account the UK Corporate
Governance code 2012, updated in
2014. The report is subject to an
advisory vote at the 2016 Annual
General Meeting.

Remuneration
philosophy

The key principles
underpinning the
Committee’s approach
to executive
remuneration are:

* To be transparent and aligned
to the delivery of strategic
objectives at a Company and
individual level.

* To be flexible enough to take
into account changes to the
business or remuneration
environment.

* To ensure failure at Company or
individual level is not rewarded.

* To ensure that exceptional
performance is appropriately
rewarded.

The remuneration policy remains
fit for purpose again this year
supported by the malus and
clawback policy introduced
during FY2016. The Committee
has also focused this year on the
wider colleague reward agenda
including the introduction of the
National Living Wage at the
start of the new financial year.

Contents:

At a glance:

page 68

Annual report on Remuneration:
page 70

Remuneration policy report:
page 81

Mothercare plc Annual report and accounts 2016

6/

22UDUIBA0S)



Directors’ remuneration report

At a glance

Remuneration Policy

Key component
Base pay and core benefits

Pension

Annual bonus

LTIP

Share ownership requirements

Key features
Competitive to reflect market value, experience,
competency and performance of executive director.

Company contribution or cash alternative up to 15%
of base pay.

Opportunity to earn up to a maximum of 125% of
base salary; 70% paid in cash, 30% in shares deferred
for three years. Malus and clawback policy applies.

Normal maximum potential of 200% of base salary
for CEO and 175% for CFO.

Malus and clawback policy applies.

150% of base salary for CEO and 100% for CFO
within five years.

68

Performance

Metric Target

PBT £22.5 million
Scorecard

Mothercare plc Annual report and accounts 2016

Actual Outcome
£196 million 0%
38.7%
70%
70%




Key financial highlights for FY2015/16

UK like-for-like sales Eight consecutive quarters of like-for-like growth and 3.6% growth for the year.

UK Margins Second consecutive year of progression with an improvement of 70 basis points this year.

UK Profit UK losses reduced significantly year-on-year, reduced by 64% this year, with a clear line of
sight to break even.
International A tough year in challenging economic circumstances with currency headwinds impacting

profit; however continued new space investment by our International partners is encouraging.

What we did

Annual Bonus

Introduction of Malus
and Clawback

Implementation of

the National Living
Wage beyond minimum
legal obligation

Salary Increases

Changes

Approved the targets and weightings.

Granted to Richard Smothers for loss of share awards from previous employer.

* Applies to all recipients of annual bonus and LTIP

* Annual bonus: Malus applies during year of performance
 Clawback applies to deferred element for three years

* LTIP: Malus applies from grant to performance measurement date either three
or four years dependent on measure and scheme. Clawback applies during

any holding period

Minimum pay rate of £720 for all colleagues aged 21 and above, effective from

27 March 2016.

Annual salary increase of 2% on base pay applied to all colleagues from July 2075.

This annual pay increase was not applied to executive directors or Executive
Committee members.

Grant of LTIP in June 2015 as detailed in the Annual Report for FY2015/16.

There are no changes to the remuneration policy
The policy was approved for a period of three years on 17 July 2014 receiving a 9268% favourable vote.
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Directors’ remuneration report
continued

Annual report on remuneration

This section reports on the activities of the
Remuneration Committee for the financial year ended
26 March 2076. It sets out the details on remuneration
during the reporting period, information required by
the Regulations and plans for the next financial year.
It has been prepared in accordance with Schedule

8 of the Large and Medium sized Companies and
Groups (Accounts and Reports) (Amendments)
Regulations 2008 (‘the Regulations’) as amended

in August 2013. The Group prepared the report in
accordance with the Regulations for the first time in
the Annual Report for FY2013/14. The Annual Report on
Remuneration and the Annual Statement will be put
to an advisory shareholder vote at the Annual
General Meeting on 14 July 2016.

Contents:

Remuneration in FY2015/16:
page 70

Auditable section:
page 72

Remuneration in FY2016/17:
page 80
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Directors’ remuneration in FY2015/16

Composition, remit and activity of the

Remuneration Committee

The Remuneration Committee currently comprises Imelda
Wallsh (Chair from 18 July 2013), Angela Brav and Richard
Rivers (as independent non-executive directors), and

the Chairman of the Company (who, in the view of the
directors was deemed to be independent on appointment).
The Assistant Group Company Secretary acts as secretary
to the Committee.

The Committee’s principal duties are the determination of
the remuneration for the executive directors, approval

of the pay and benefits of the members of the Executive
Committee and oversight of remuneration policy for senior
management below executive director and Executive
Committee members, to ensure that such remuneration

is consistent with the delivery of the business strategy and
value creation for shareholders. The Committee sets the
fee to be paid to the Chairman.

The Committee held a number of meetings during the year.
Each member’s attendance at the formal meetings is set out
on page 54 of the corporate governance report. The table
below lists the detail and scope of actions arising from
those meetings.

The Committee’s detailed terms of reference are available
on the Mothercare website at www.mothercareplc.com



Remuneration Committee activity

The Committee considered the following matters during the year:

Heading Scope Action

Salary Approval of any pay awards » Consideration of any grounds or reasons for an increase in salary, particularly
to the executive directors, or if greater than the pay award generally offered to Group employees
Executive Committee « Consideration of any general pay award offered to Group employees
Colleague Reward . . . ) o

 Consideration of the proposals laid out for the National Living Wage

Annual Review of any bonus or short » Approval of the annual bonus plan offered to relevant employees for FY2015/16

bonus term incentive plan against « Confirmation that executive directors defer 30% of any annual bonus into
the purpose and link to shares to be held (subject to conditions) for three years
strategy outlined in the
Remuneration Policy Report

Long-term Review of the long-term » Grant of an LTIP award in June 2015 as set out in last year’s DRR

incentive incentive plan against the * Review of current and future LTIP performance against targets

plan purpose and link to strategy . . . . .
outlined in the Remuneration * Reviewed the appropriateness of future LTIP awards with a view to developing
Policy Report proposals subject to shareholder consultation during FY2016/17

SAYE Consideration of the all- » Approval of the grant and scheme conditions
employee SAYE scheme

Governance Directors’ Remuneration Policy — » Taking relevant advice from remuneration consultants (PwC)

* Review of the regulations and also annual reports made by other similar

companies

* Verifying that the policy is still fit for purpose

Malus and clawback

* Approved and implemented policy on malus and clawback applying to

executive directors

Recruitment
There was no recruitment of executive directors or non-
executive directors during FY2015/16.

Relocation

Both Mark Newton-Jones and Richard Smothers were
provided with relocation assistance up to £150,000 gross
(£83,260 net) and £50,000 gross (£30,260 net) respectively.
They have both utilised their relocation assistance during
FY2015/16 to the maximum spend permitted. The gross
amounts are included in the taxable benefits figure of
the single total figure remuneration table and no further
relocation amounts are due.

Malus and clawback

From FY2015/16 (and set out in our report last year) the
Remuneration Committee implemented clawback in
addition to malus, which already applied to both annual
and long-term incentive plans. This approach applies to
all executive directors and Executive Committee members.
Malus will typically be an adjustment to the cash award
or number of shares before an award has been made

or released.

Clawback requires the executive to make a cash repayment
to the Company or the surrender of shares or other benefits
provided by the Company. The amended provisions apply
to all cash and share awards granted in FY2015/16.

The overall intention is that, except in exceptional
circumstances, malus will apply before awards are paid or
vest. Clawback will apply under the annual bonus scheme,
for up to three years from when the cash payment is made,
and malus will apply to any deferred shares (awarded at the
same time as the cash payment) for the three year period of
the deferral. Under the Long Term Incentive Plans (LTIP)
clawback will apply for up to two years following a three-
year measurement period and for up to one year following
a four-year measurement period. As a minimum, the events
in which malus and clawback may apply are as follows:

Triggers for malus or reduction

Triggers for clawback or recovery
of awards

of awards

Material misstatement of
financial statements.

Material misstatement of
financial statements.

Gross misconduct/fraud of
the participant.

Gross misconduct/fraud
of the participant.

Where there has been an
error in the calculation of
performance outcomes.

Where performance has
driven vesting which is
clearly unsustainable.

Where there has been an
error in the calculation of
performance outcomes.
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Directors’ remuneration report
continued

Single total figure remuneration table (auditable)
The table below shows the single total figure remuneration for qualifying services in FY2015/16 with comparative figures
for FY2014/15.

Single Total Figure Year SalaryFaenec: L%):\itf)llt;" Bonus LTIP Pension Other¢ Total
Mark Newton-Jones 2016 600 124 - - 90 - 814
2015 415 48 242 - 69 - 774
Richard Smothers 2016 340 62 - - 51 140 593
2015 6 - - - - - 6
Matt Smith 2016 - - - - - - -
20157 271 13 - - 42 - 326
Alan Parker 2016 200 1 - - - - 201
2015 200 10 - - - - 210
Angela Brav 2016 50 - - - - - 50
2015 50 - - - - - 50
Lee Ginsberg 2016 58 2 - - - - 60
2015° 52 - - - - - 52
Amanda Mackenzie 2016 50 - - - - - 50
2015 50 - - - - - 50
Richard Rivers 2016 55 2 - - - - 57
2015* 60 - - - - - 60
Imelda Walsh 2016 58 - - - - - 58
2015 57 - - - - - 57
Nick Wharton 2016 50 6 - - - - 56
2015 50 - - - - - 50

1 The amounts relating to 2015 for Mark Newton-Jones and Richard Smothers are prorated for start date.

2 Matt Smith left the business on 20 January 2015.

3 Reflects recovery of £5,000 overpayment reported in Annual Report for FY2014/15.

4 Reflects payment of £5,000 underpayment reported in Annual Report for FY2014/15.

5 As part of his recruitment terms Mark Newton-Jones was entitled to a relocation allowance of £150,000 gross of which £39460 was spent in FY2014/15.

In error this was reported as £24,764 in last year’s Annual Report. Mark Newton-Jones' single total figure of remuneration should therefore have been
reported for FY2014/15 as £774,070. Included in the sum of £39460 was income tax and NI of £14,786 which was paid in FY2015. The balance of £110,540
was spent in FY2015/16. Included in this sum was income tax and NI of £51953 which was paid in FY2015/16. As part of his recruitment terms Richard
Smothers was entitled to a relocation allowance of £50,000 gross and this was spent in FY2015/16. Included in this sum was income tax and NI of £19740
which was paid in FY2015/16. This column also includes gross travel expenses for non-executive directors.

Richard Smothers was granted a conditional share award on joining the Company, in respect of the loss of long-term incentive awards with his former
employer. This award vested on 23 March 2016.

o~
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Executive director base salary (auditable)

Executive director base pay is normally reviewed in March
and no increases were awarded in FY2015/16 due to the
recent appointment of both executives.

Non-executive director fees (auditable)
The Chairman and non-executive director fees remained
unchanged.

Taxable benefits (auditable)

Benefits for executive directors typically include a company
car, medical insurance and other similar benefits. For
non-executive directors, certain expenses relating to the
performance of a director’s duties in carrying out activities
such as travel to and from Company meetings, are classified
as taxable benefits. In such cases, the Company will ensure
that the director is not out of pocket by settling the related
tax via the PAYE Settlement Agreements (PSA). In line with
current regulations, these taxable benefits have been
disclosed and the gross figures are shown in the taxable
benefits column in the single total figure remuneration
table on page 72.

Total pension entitlements (auditable)

Base salary is the only element of remuneration used to
determine pensionable earnings. During the year, Mark
Newton-Jones and Richard Smothers received 15% of their
respective base salaries as a pension contribution from the
Company. Neither Mark Newton-Jones nor Richard Smothers
have an entitlement to a defined benefit pension by reason
of qualifying service.

Annual bonus plans (auditable)

During FY2015/16 the bonuses of executive directors comprised
three measures: 70% payable on achieving underlying Group
profit before tax, 20% for achieving the business scorecard
which included some financial elements and 10% for personal
objectives. The first condition to enable the Remuneration
Committee to consider payments under the annual bonus
scheme is for the Company to meet a threshold level of profit.
Despite achieving 38.7% on the scorecard and 70% on
personal objectives, the PBT threshold was not met and
therefore no element of the bonus paid out.

The table below sets out the measures along with their performance ranges and the resulting outcomes.

% of
weighting
Threshold Target Stretch if bonus
Measure (25%) (50%) (100%) Result  Weighting vested
Profit after bonus costs Underlying PBT £20m £22.5m £25m £19.6m 70% 0%
Scorecard:
Become On-line sales
dlgltd"y lead year-on-year 7.5% 10% 15% 9.3%
Supported by a modern Stores
retail estate like-for-like 1.0% 1.5% 2.5% 2%
Offering style, quality Customer
and innovation in product satisfaction 77 78 79 78
- 20% 38.7%
Stabalise and recapture Grow FAM
and grow margin year-on-year +100bps +116bps  +130bps 92
Lean organisation while Deliver cost
investing for the future reductions £4.0m £6.0m £8.0m £6.6m
Expanding further Grow International
internationally sales year-on-year 8.0% 9.5% 12.5% (1.4)%
Personal objectives 10% 70%
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Directors’ remuneration report
continued

Personal objectives

The personal objectives for Mark Newton-Jones included
executing and embedding the strategy, developing the brand
proposition and a three-year people plan. The Committee
judged that the majority had been achieved and awarded a
potential bonus of 7%; however, as previously noted, no bonus
was paid as the first condition, the requirement to achieve a
threshold level of PBT, was not met.

Richard Smothers’ personal objectives included establishing
a rigorous governance process, delivering improvement in
working capital and developing a three-year plan on capital
structures and investors. The Committee determined that the
majority of these objectives had been achieved and
awarded a potential bonus of 7%; however, as previously
noted above, no bonus was paid.

Long-term incentive plans (auditable)

The LTIP 2 award made in December 2013, was tested in
relation to Group PBT and share price at the end of FY2015/16
and neither target was met. There is one further element,

UK PBT, which is measured at the end of FY2016/17 and
equates to 125% of the award. There are no executive
directors in this scheme.

The LTIP award granted in December 2014 (LTIP 3) will
be measured at the end of FY2017 (share price) and in
FY2017/18 (Group PBT).

Awards during FY2016 (auditable)

An award was made on 3 June 2015 (LTIP 4) following

the announcement of the Company’s preliminary results
and in accordance with the approved remuneration policy,
as reported in the FY2014/15 Annual Report. The Committee
consulted with major shareholders and representative
bodies regarding both the proposed measures and
targets, again as reported in the FY2014/15 Annual Report.

Participants in LTIP 4 will earn (i) up to 50% of the award if the
TSR of the Company is in the upper quartile when ranked
against a comparator group of general retailers (as shown
in the table below) at the end of FY2017/18, and (i) up to 50%
of the award if Group PBT achieves £70 million (or better) at
the end of FY2018/12 The performance metrics are set out in
the table below. For executive directors any award which
vests under the TSR performance measure of this award will
be subject to a two-year holding period, and any award
which vests under the Group PBT performance measure of
this award will be subject to a one-year holding period.

Vesting (% of max) FY201718 TSR FY2018/19 Group PBT
0% Below median <£55m
25% (Threshold) Median £55m
100% Upper quartile £70m

Note - there is straight line vesting between 25% (threshold) and 100%
(maximum).

Details of the awards made for the executive directors under LTIP 4 are set out below:

Performance
% vesting at period end for End of
Basis of threshold Number of TSR and PBT holding
Director Scheme award Face value performance shares respectively period
Mark Newton-Jones LTIP 4 200% £1,200,000 25% 522,079 FY2017/18 and FY2018/19 FY2019/20
Richard Smothers LTIP 4 175% £595,000 25% 258,864 FY2017/18 and FY2018/19 FY2019/20

The number of shares are calculated using an average share price of £2.2985 per share. This was calculated by reference
to the average share price over a period of the 30 business days, ended on 2 June 2075.
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Comparator companies for LTIP 4 TSR
performance measurement

Just Eat JD Sports Fashion
Dunelm Group AO World

Home Retail Group Game Digital
WH Smith Darty

Brown (N) Group Carpetright

Pets at Home Group Topps Tiles
Debenhams Findel

Card Factory Ashley (Laura) Holdings

Poundland Group Moss Brothers Group

The TSR comparator group was compiled by reference to the constituents
of the FTSE All Share General Retailers index. The companies chosen from
this index were tailored to Mothercare’s circumstances in two ways:
constituents limited to those with a market capitalisation of below

£3 billion, to exclude the very largest retailers; and

from the remaining list of organisations, the Remuneration Committee
selected a peer group of sufficient size to provide a robust comparator
group, excluding only a small number (for example Pendragon and
Saga) where the nature of the business was considered not to provide
an appropriate comparator for Mothercare.

When assessing the degree to which the performance
measures have been achieved, in line with our approved
remuneration policy, the Committee will continue to consider
the underlying financial health of the Company and the level
of shareholding achieved by executive directors during the
performance period. In addition, following consultation with
major shareholders and institutional representatives, the
Remuneration Committee will also look at investment returns,
particularly in the UK business but also performance across
the Group.

The Remuneration Committee reviews forecast LTIP
performance outcomes at both the half and full year.
Despite strong progress in the UK, the economic and
currency headwinds facing the International business
mean that vesting of both LTIP 3 and LTIP 4 is less likely
though relative TSR (LTIP 4) is harder to assess given the
measurement period is the last quarter of 2018.

Conditional share award (auditable)

On 23 March 2015 Richard Smothers was granted a
conditional share award over 78,125 ordinary shares in
respect of the loss of long-term incentive awards with his
former employer. The vesting date was one year after
commencement of his employment with Mothercare.

On 23 March 2016 the share award vested and on 24 March
2016 Richard Smothers sold and retained shares as follows:

Shares sold to
meet employee

Number of National Insurance
shares released liability (number) Shares retained
78,125 1,607 76,524

1 at180.00 pence per share.

Richard Smothers settled his income tax liability directly
with HMRC.

Payments to past directors (auditable)
There were no payments made to past directors during
the year.

Payments for loss of office (auditable)
There were no payments made for loss of office during
the year.
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Directors’ remuneration report

continued

Statement of shareholding and share interests (auditable)
Executive directors are expected to build up a shareholding in the Company. After five years, the Chief Executive and CFO
are expected to hold shares in the Company equal to 150% and 100% of their base salaries respectively.

The outstanding awards under the LTIR deferred annual bonuses and SAYE are set out in the table below.

Number of Number of
awards at awards at Expiry
Dateof 26March Awards Awards Awards 26 March  Exercise Date at which date of
Director Plan award 2015 granted vested lapsed 2016 price award vests  awards
Mark Newton-Jones SAYE 241214 3,332 - - - 3,332 148p 01.03.18  30.08.18
221215 - 7,732 - - 7,732 169p 01.0319  30.08.19
. 50% end FY17*
LTIP 3 121214 989,011 - - - 989,0M Nil 50% end FY18* 1212.24
. 50% end FY18*
LTIP4 03.06.15 - 522,079 - - 522,079 Nil 50% end FY19* 03.06.25
Al g3, 06.15 - 3545 - _ 31545 Nil 03.0618 N/A
Richard Smothers SAYE 221275 10,650 - - 10,650 169p 01.03.19  30.08.19
. 50% end FY17*
LTIP3 23.03.15 354,167 - - - 354167 Nil 50% end FY18* 23.03.25
. 50% end FY18*
LTIP4 03.06.15 - 258,864 - - 258,864 Nil 50% end FY19* 03.06.25
Annual _ _ _ _ N _ 3 _ _
Bonus
MIP  23.03.15 78,125 - 78,125 - 0 Nil - -

1 *Vesting is determined by the Committee following publication of the preliminary results for the respective financial year.
2 The table above shows the maximum number of shares that could be released if awards were to vest in full.
3 Details of the Management Incentive Plan (MIP) awarded to Richard Smothers are set out on page 75.

Awards granted under the Annual Bonus represent shares earned under the scheme for FY2014/15 which are due to be
released in June 2018 subject to malus and clawback. No shares were awarded under the Annual Bonus for FY2015/16 given

that no bonus was awarded for that financial year.
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As at 26 March 2016, the shareholding and share interests of the executive directors and the non-executive directors (and
their connected persons) who served during the year in the share capital of the Company are set out in the tables below.

Total LTIP
Legally Total awards Total

owned deferred subject to awards Shareholding % of salary

as at shares performance vested requirements held under

26 March awarded but and not but not as % of shareholding

Director 2016 not vested vested exercised salary policy

Executive Directors

Mark Newton-Jones 248,829 31,545 1,511,090 - 150%* 79.2%

Richard Smothers 76,5244 - 613,031 - 100%?° 42.98%'

Legally Legally

owned owned

as at as at

26 March 28 March

Director 2016 2015
Non-Executive Directors

Alan Parker 441,852 441,852

Angela Brav 7,641 7,641

Lee Ginsberg 10,830 10,830

Amanda Mackenzie 48,944 48,944

Richard Rivers 70,269 70,269

Imelda Walsh 7,641 7,641

Nick Wharton? 7296 7,296

No changes took place in the interests of the directors between 26 March 2016 and 18 May 2016.

1 Shareholding percentage was calculated by reference to the average mid-market quote over the 30 days to the balance sheet date.

2 Nick Wharton's interest is held by his spouse, a connected person.

3 Executive director shareholding must be built up within five years of joining the Company. For Mark Newton-Jones such shareholding
must be built up by no later than 17 July 2019 and for Richard Smothers by no later than 23 March 2020.
4 Shares retained following vesting of conditional share award which was granted in respect of the loss of long term incentive awards with

Richard Smothers’ former employer.

Mothercare Employees’ Share Trustee Limited

Mothercare Employees’ Share Trustee Limited, held 5986 Mothercare plc shares in trust on 26 March 2016
(28 March 2015: 5986 shares). A separate trust, the Mothercare Employee Trust, held 49399 shares on 26 March 2016

(28 March 2015: 127,524 shares).

The executive directors are also deemed to have an interest in shares held by Mothercare Employees’ Share Trustee Limited

and the Mothercare Employee Trust as potential beneficiaries.
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Directors’ remuneration report
continued

Performance Graph

The performance graph below shows the Group’s

TSR against the return achieved by the FTSE 250 and 350
Indices. Mothercare plc entered the FTSE 250 on 30 June 2008
but returned to the FTSE SmallCap Index on 19 December
20T1. The performance graph below shows performance
against the FTSE 250 Index and the FTSE All Share General
Retailers Index. The graph shows the seven financial years

to 26 March 2016.
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Source: Datastream as at 24 March 2016

1 FTSE 350 — General Retailers consists of: AO World, B&M, N Brown,
Card Factory, Debenhams, DFS, Dignity, Dixons Carphone, Dunelm,
Halfords, Home Retail Group, Inchcape, JD Sports, Just Eat, Kingfisher,
Lookers, M&S, Next, Pendragon, Pets at Home, Saga, Sports Direct
and WH Smith.

CEO remuneration table

The table below sets out the details for the director
undertaking the role of Chief Executive Officer over
the past seven years:

Long-term

Annual incentive

bonus vesting rates

CEO single pay-out against

figure of total against maximum

remuneration  maximum opportunity

Year CEO (£000s) % %

2016 Mark Newton- 814 0 0
Jones'

2015 Mark Newton- 774 46 0
Jones?

2014 Simon Calver 587 0 0

2013 Simon Calver 611 il 0

2012 Ben Gordon 5,038 0 65.5

2011 Ben Gordon 5,231 0 995

2010  Ben Gordon 6,505 277 100

1 Mark Newton-Jones had no long-term shares to vest in FY2016 or FY2015.
2 Mark Newton-Jones was appointed CEO on 17 July 2014.

Simon Calver was appointed on 30 April 2012, resigned from the

Board on 24 February 2014 and was employed by the Group until

28 March 2014. Ben Gordon resigned from the Board with effect

from 17 November 2071,

Percentage change in remuneration of director undertaking the role of CEO

The table shows the percentage change in remuneration of the director undertaking the role of Chief Executive Officer
of the parent company compared to salaried employees in head office and retail between FY2014/15 and FY2015/16.
Hourly paid employees have been excluded as they work variable hours due to the availability of overtime.

CEO Average of salaried employees
FY2015/16 FY2014/15 % FY2015/16 FY2014/15 %
£ £ change £ £ change
Base salary p.a. 600,000 600,000 0 36,517 34,791 47
All taxable benefits 124,366 33,284 73 1936 1,850 44
Annual bonuses - 345,000 n/a - 1,386 n/a

1 Average salary excludes hourly paid employees due to the variability in the hours they work.
2 Mark Newton-Jones' taxable benefits are actual spend and include relocation, car allowance and medical. The amount for FY2015/16 includes

a one-off gross amount of £110,540 for relocation.

3 Mark Newton-Jones’ salary and bonus in FY2014/15 are for a full year. The actual payments were prorated for his start date.
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Relative importance of spend on pay
The following table sets out the percentage change in dividends and overall spend on pay in FY2015/16 compared
to FY2014/15.

FY2016 FY2015 % Change
Dividend Nil Nil 0
Employee Remuneration £79.4m £80.5m (1.3)

Employee remuneration taken from note 7 on page T16.

Advisors to the Committee

The Committee retains external suppliers to provide advice on specific topics during the year, some of which attend
Committee meetings at the invitation of the Chair. The Committee has also consulted with the CEO, CFO, Group HR Director
and General Counsel and Group Company Secretary. No executive has been present for discussions in relation to their
own remuneration.

People or Organisation Scope Fees

PricewaterhouseCoopers LLP (PwC) Advice in relation to executive remuneration and £41,350 (excl. VAT)
benchmarking, incentive design and attendance
at various committee meetings.

DLA Piper UK LLP Legal services in relation to employment contracts. £2,880 (excl. VAT)

The appointment of external independent remuneration consultants is the responsibility of the Committee. PwC was
appointed as the Committee’s independent adviser in 2012 following a selection process. PwC provided services to
the Committee on a time spent basis at a cost of £41,350 (excluding VAT) during the year. PwC also provides certain
other advice and non-audit services to the Group and the Committee is satisfied that this does not compromise
the independence of the advice provided. PwC is a member of the Remuneration Consultants Group and adheres
to the voluntary Code of Practice in relation to the advice it provides to the Company. DLA Piper UK LLP provides
legal advice to the Company on pension issues, as well as employment advice. DLA Piper LLP provides general
legal advice to the Group both in the UK and overseas.

Statement of voting at Annual General Meeting

At the Annual General Meeting held on 23 July 2015, the resolution to approve the directors’ remuneration report was passed
on a show of hands. The FY2015 directors’ remuneration report comprised an advisory report subject to an advisory vote.
Having passed a binding vote at the Annual General Meeting in 2014 with a favourable vote of 9968%, the policy is next
subject to a binding vote at the Annual General Meeting in 201/

The following proxy votes were received by the Company in respect of the resolutions:

% of
Votes for Votes for % of Total % of
(including (including Votes votes votes Votes votes
Resolution Discretion) discretion) against against cast withheld” withheld
To approve the directors’
remuneration report 143,373,999 96.77 4,780,753 323 148,154,752 90,792 0.06

* A vote withheld is not a vote in law and is not counted in the calculation of votes “for” and ‘against’ each resolution

As at 21 July 2015, the Company’s issued share capital and total voting rights consisted of 170,770,625 ordinary shares
each carrying voting rights. There are no shares in treasury. As a result, proxy votes representing approximately 81.8%
of the voting capital were cast.
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Directors’ remuneration report
continued

Executive director remuneration FY2016/17

Base pay

Executive director salaries are normally reviewed in March each year. The Remuneration Committee reviewed the salaries

of the executive directors and took into account the factors set out in the approved policy including individual performance,
changes to responsibilities, average pay changes elsewhere in the workforce, affordability and general market conditions.

It also noted that both individuals had performed strongly during the year. In respect of Mark Newton-Jones the Committee
concluded that an award of 2%, taking Mark’s salary to £612,000, was appropriate. In respect of Richard Smothers the
Committee noted that during the year Richard’s role had been expanded to include accountability for the IT function and the
delivery of the transformation programme. This led to the Committee to conclude that an increase of 4%, taking Richard'’s salary
to £355,000, was appropriate.

FY2017 FY2016 Increase
Job title Name £ £ %
CEO Mark Newton-Jones 612,000 600,000 2
CFO Richard Smothers 355,000 340,000 4

The Chairman and non-executive director fees also remain unchanged again this year as detailed below. Expenses incurred
are reimbursed in accordance with the normal business expense policy.

FY2017 FY2016 Increase

Job title Name £ £ % Notes

Chairman Alan Parker 200,000 200,000 0

NED Richard Rivers 55,000 55,000 0 includes supplementary fee of £5,000 as
Senior Independent Director

NED Amanda Mackenzie 50,000 50,000 0

NED Lee Ginsberg 57,500 57,500 0 includes supplementary fee of £7,500 as
Chair of Audit and Risk Committee

NED Angela Brav 50,000 50,000 0

NED Imelda Walsh 57,500 57,500 0 includes supplementary fee of £7,500 as
Chair of Remuneration Committee

NED Nick Wharton 50,000 50,000 0

Annual bonus plan
Annual bonus plans are designed with a clear linkage to the strategic plan, Company performance and individual performance.

The Remuneration Committee reviewed the measures and weightings for the annual bonus plan, during FY2015/16. In line with
our approved policy, at least 70% of the bonus must be based on an appropriate mix of financial measures and for the

past two years we have only used Group PBT. For FY2016/17, the weighting for Group PBT will be reduced to 60%, given that

the business scorecard includes a number of financial measures covering, UK sales, International sales growth, margin and cost.
Including Group PBT, the financial elements of the annual bonus plan will represent 80% of the award with the remaining 20%
based on personal objectives (10%), customer satisfaction (5%) and product delivery (5%), which are also part of the business
scorecard.

For executive directors the annual bonus is split between cash and deferred shares with 70% being paid in cash and 30% being
deferred into shares for three years.

The annual bonus targets and measures remain commercially sensitive and therefore will be detailed in the report for the
financial year ending in March 2017

Long term incentive plan

Given the challenges facing our International business, which Mark Newton-Jones described at the Preliminary Results
Presentation, the Committee has decided to defer making an LTIP award. Over the summer, we will further review the medium
term plan and consider what measures and weightings best reflect those aspirations. Our aim is to do this within our approved
remuneration policy (the policy is due to be submitted to shareholders again at the Annual General Meeting in 2017). We wiill
also consult fully with leading shareholders before making an award.
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The Remuneration Policy Report

This section of the report sets out the various policies
under which the Remuneration Committee operates,
specifically covered in this section are:

Operation of the Remuneration Committee:
page 81

Remuneration policy:
page 81

Remuneration scenarios:
page 87

Incentive plan discretions:
page 88

Chairman and NED fees policy:
page 88

Service contracts:
page 89

Remuneration policy for colleagues:
page 90

Recruitment policy:
page 90

The Remuneration Policy Report sets out the remuneration
policy for executive directors and has been prepared in
accordance with the Regulations. The policy was developed
taking into account the principles of the UK Corporate
Governance Code 2012, and the latest guidelines from
investor groups. The policy was approved by shareholders
at the AGM in July 2014. The approved remuneration policy
can be found at pages 59 to 71 of the 2014 Annual Report

on the Company’s website at www.mothercareplc.com.

The policy is summarised below for ease of reference only.

Operation of the Remuneration Committee

The Company’s Remuneration Committee (the ‘Committee’)
is constituted in accordance with the recommendations of
the UK Corporate Governance Code. The Committee is the
Committee of the Board that determines the Group's policy
on the remuneration of the executive directors, the Chairman
and senior management (being the Executive Committee of
the Company). It works within defined terms of reference
which are available on the Company’s corporate website,
www.mothercareplc.com.

The principles applied by the Committee when determining
the Company’s remuneration policy are that it should be
competitive, transparent, in the interests of shareholders
and aligned to the Company’s strategy. Within the
framework of these principles the Committee sets the overall
remuneration package of each executive director (including
base salary, short and long term incentives, benefits and
terms of compensation), and the fees paid to the Chairman.
In addition, the Committee considers the structure and

level of remuneration (and the remuneration package) of
members of the Executive Committee of the Company by
reference to the package offered to the executive directors.

Remuneration policy

The Committee believes that the remuneration policy has
an important contribution to make to the success of the
Company both in facilitating the recruitment and retention
of high calibre executive directors and senior executives
and aligning their interests with those of shareholders.
Within this context the remuneration policy needs:

* to be transparent and aligned to the delivery of
strategic objectives at a Company and individual level;

* to be flexible enough to take into account changes to
the business or remuneration environment;

* to ensure failure at Company or individual level is
not rewarded; and

* to ensure that exceptional performance is
appropriately rewarded.

The Committee works to ensure that the remuneration policy
does not promote unacceptable behaviours or risk taking by
considering the appropriate level of stretch in performance
conditions, the balance of short and long term incentives,
the ability to recover or withhold awards and the mix of
awards granted in cash and shares.

The Committee recognises the importance of having

a significant share based element of the remuneration
package to ensure that executive directors have clear
and obvious alignment with the longer term interests of
shareholders in the business. Remuneration packages are
constructed accordingly.

The Committee reviews the level of individual remuneration
packages for executive directors and the Executive
Committee annually. Whilst pay benchmarking provides

a context for setting pay levels, it is not considered in
isolation; any review of the remuneration package will

take into account all elements of remuneration to ensure

it remains competitive, and does not look at any single
element in isolation. Occasionally the Committee may
review the package of an individual during the year to
reflect, for example, changes to that person’s responsibilities
in the business.
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Directors’ remuneration report

continued

The table below summarises each element of the remuneration policy for the executive directors, explaining how each
element operates and how each part links to the corporate strategy.

Base salary

Purpose and link to strategy

The salary provides the basis on which to recruit and retain those key employees of
appropriate calibre who are responsible for the delivery of the Company’s strategy.
The level of salary should reflect the market value of the role and the post holder’s
experience, competency and performance within the Company.

Operation of the component

Paid four-weekly in cash via payroll.

Salaries are normally reviewed annually by the Committee, and fixed for 52 weeks
commencing from the beginning of the new financial year. Any salary increase may
be influenced by:

 an individual’s experience, expertise or performancs;

* changes to responsibilities during the year;

* average change in pay elsewhere in the workforce; and

« affordability and general market conditions.

Occasionally there may be a review of an individual’s salary during the year in the
event of material change.

Opportunity

The general policy when setting executive salary is to benchmark against mid-market
levels when compared to other companies of similar scale, revenue and complexity
(such as the FTSE 250 General Retailers Index). Any annual increases in salary that are
approved will typically be in line with any salary increases awarded to the wider
workforce. Increases beyond those granted to the workforce may be awarded at the
Committee’s discretion, such as where there is a change in the individual’s responsibility
or where the salary set at initial appointment was below the expected level.

There may also be circumstances where the Committee agrees to pay above mid-
market levels to secure or retain an individual who is considered, in the judgement of
the Committee, to possess significant and relevant experience which is required to
enable the delivery of the Company’s strategy.

Performance metrics

Executive directors participate in the Company’s annual performance
management process.

Both individual and Company performance is taken into account when
determining whether any salary increases are appropriate.

Recovery or withholding

No recovery or withholding applies.

82 Mothercare plc Annual report and accounts 2016



Benefits

Purpose and link to strategy

The Company offers competitive and cost-effective benefits to complement the base
salary in line with those commonly offered by other similar companies as part of its
policy to recruit and retain high calibre executive directors.

Operation of the component

Benefits offered include private medical insurance family cover, a car or cash allowance,
life assurance and permanent health insurance. Cash alternatives are available to suit
individual circumstances.

Relocation and related benefits may be offered where a director is required to relocate
in line with Company policy.

Opportunity

The aim is to provide market competitive benefits and their value may vary from year to
year depending on the cost to the Company from third party providers.

Performance metrics

No performance metrics apply.

Recovery or withholding

There is no recovery of general benefits but relocation and related benefits may
be subject to repayment either in full or part if an executive resigns within two years
of relocating.

Pension

Purpose and link to strategy

The Company offers market competitive and cost effective retirement benefits to its
executive directors in line with those commonly offered by other similar companies.

Operation of the component

The Company makes a payment into a defined contribution registered pension scheme
or by way of cash supplement, or a combination of cash and pension contributions.

Opportunity

Executive directors are eligible for a company contribution/cash supplement valued at
15% of base salary.

Performance metrics

No performance metrics apply.

Recovery or withholding

No recovery or withholding applies.

Annual bonus (cash and shares)

Purpose and link to strategy

The purpose of the annual bonus (or short-term incentive scheme) is to incentivise
executive directors to achieve specific, pre-determined goals during a one-year period
(typically a financial year) and to reward financial and individual performance that is
linked to the Company’s strategy.

To preserve the alignment with shareholder interests, provide an element of retention,
and protect against unacceptable behaviour or risk taking, a proportion of bonus is
awarded in shares and deferred for three years.

Operation of the component

The Committee sets challenging targets at the start of the financial year to support the
Company’s strategy. The level of any bonus payment is determined by the Committee
following the end of the relevant financial year by reference to the performance criteria.

70% of the bonus is payable in cash with the remaining 30% deferred into shares for
three years. The deferred element is subject to forfeiture in the event of the executive
director’s voluntary departure prior to vesting; the deferred element may be subject
to forfeiture if an executive director departs for other reasons.

Dividend equivalents may accrue on vested deferred shares.
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Directors’ remuneration report

continued

Annual bonus (cash and shares) (continued)

Opportunity

The maximum bonus entitlement for executive directors is 125% of base salary.

At threshold levels of performance up to 25% of maximum bonus entitlement will be
payable in respect of each performance metric. At target and stretch levels of
performance up to 50% and 100% (respectively) of the maximum bonus entitlement will
be payable in respect of each performance metric.

Performance metrics

The policy is for at least 70% of the bonus entittlement to be based on an appropriate
mix of financial measures such as profit before tax, cash generation or net debt.

No more than 30% of the bonus entitlement will be linked to non-financial measures
that may include a business scorecard of measures, together with personal objectives
relevant to the responsibilities of each executive director. The targets set in relation

to non-financial performance will be similarly challenging to the range of financial
targets set.

The Committee reviews all targets annually to ensure that they support the agreed
business strategy and financial measures for the relevant financial year.

The Committee will not award any bonus unless at least a gateway level of financial
performance has been achieved. The measures and targets which form the gateway
will be determined by the Committee and will take account of the ability of the
Company to make bonus payments (for example, by reference to Group profit
performance). Further, the Committee may exercise its discretion to reduce the level of
any bonus award if it considers that the payment of an award is inconsistent with the
underlying performance of the Company.

Recovery or withholding

No recovery or withholding applies to the cash element of the bonus once it has
been paid. The Committee retains the discretion to reduce or withhold the vesting
of the deferred bonus share award in exceptional circumstances (such as a material
adverse adjustment to the accounts or fraud or gross misconduct on the part of the
individual recipient).

The deferred bonus shares are subject to forfeiture in the event of the executive
director’s voluntary departure prior to vesting; the deferred element may be subject
to forfeiture if the executive director departs for other reasons.
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Long term incentives: LTIP

Purpose and link to strategy

The purpose of providing executive directors with a long-term incentive award is to
reward performance in line with the Company’s strategy, grow the business profitably
to achieve superior long-term shareholder returns over the performance period and
support recruitment and retention.

Operation of the component

Typically awards are granted annually early in the financial year with vesting
dependent on the achievement of stretching performance conditions over a three
or four year period.

The vesting of any awards will be subject to the executive director’s continued

employment at the time of vesting although they may vest early on a change of control

or the occurrence of certain other corporate events in which case the proportion of

awards vesting would be determined by the Committee, taking into account the level

gf satisfaction of the performance conditions and (at its discretion) pro rating the award
y time.

Participants may be entitled to dividend equivalents on unvested shares between the
date of award and vesting and this is paid in additional shares in respect of awards
that vest.

Opportunity

The normal policy maximum is 200% of salary for the Chief Executive and 175% of salary
for the CFO. Up to 300% of salary may be awarded in circumstances considered by the
Committee to be exceptional. This may include, for example, a first year award for a
new Chief Executive Officer.

Performance metrics

The Committee has the discretion to set different performance conditions, including
performance measures and weightings, for each year by way of future award. The
Committee will review annually the appropriateness of the performance conditions and
the targets to be set.

The Committee has the discretion under the Rules to reduce the level of any vesting to
take into account the underlying financial health of the Company and the level of
shareholding achieved by the executive directors during the performance period. The
Committee may link the vesting of awards to satisfaction of a shareholding requirement
and may require post-vesting holding to apply. Whether, and the extent to which, this
applies will be determined at the point of each award and communicated to
participants.

Recovery or withholding

The Committee has the right to withhold or reduce the level of LTIP in certain
circumstances including:
¢ a material misstatement of the accounts;

* inaccurate or misleading information resulting in the incorrect assessment of a
performance target or incorrect award of plan shares; and/or

* fraud or gross misconduct of the participant.
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Directors’ remuneration report

continued

All employee share plans

Purpose and link to strategy

All employees including executive directors are eligible to become shareholders
through the operation of the HMRC approved Save As You Earn (SAYE) plan (and/or
such other l—)H\/IRC approved all-employee share plans as the Company may adopt
in the future).

Operation of the component

The SAYE is the only current all employee scheme and has standard terms under which
all UK employees including executive directors may participate.

Executive directors may be eligible to participate in any other HMRC approved all
employee share plans which the Company may adopt.

Opportunity

All eligible employees can save up to the HMRC limits applying over a three year
savings period.

Performance metrics

No performance metrics apply.

Recovery or withholding

No recovery or withholding applies.

Share ownership policy

Purpose and link to strategy

The purpose of requiring Executive Directors to own shares in the Company is to align the
long-term interests of management and shareholders in the success of the Company.

Operation of the component

Within five years of appointment to the Board, the CEO is expected to hold shares
to the value of 150% of base salary and the CFO 100% of base salary.

75% of vested LTIP awards (after sale of shares to cover associated personal tax
liabilities) must be retained until the guideline is met.

The Committee will review progress towards the achievement of the guideline
on an annual basis.

Opportunity

n/a

Performance metrics

No performance metrics apply.

Recovery or withholding

No recovery or withholding applies.

Notes to the policy table

1 The wording relating to legacy LTIP awards, included in the FY2013/14 policy report, has been deleted. The elements of LTIP 2 that were tested against
performance targets in March 2016 (Group PBT and share price) failed to achieve threshold and therefore lapsed. The remaining element (UK PBT)
is due to be tested in March 2017 There are no directors participating in this as they have left the business and therefore their awards were forfeited.
The detail of other LTIPs is in the body of the report.

NN

holding period.

~

The share price element of the award granted in FY2014/15 (LTIP 3) was subject to a one year holding period.
The TSR element of the award granted in FY2015/16 (LTIP 4) was subject to a two year holding period and the PBT element was subject to a one year

Choice of performance measures: The performance measures that are used for the annual bonus are a subset of the Company’s key performance

indicators. The targets are derived from the annual business plan, which in turn is linked to the corporate strategy.

ol

Annual bonus for financial year FY2017 - including Group PBT, the financial elements of the annual bonus plan will represent 80% of the award.

The remaining 20% of the bonus entitlement is based on non-financial measures including personal performance, customer satisfaction and product
delivery. No bonus will be payable unless at least a gateway level of financial performance has been achieved. The measures and targets which

form the gateway will be determined by the Committee from year to year and may include measures such as profit before tax, and the ability of

the Company to make a payment. Details of targets set for the previous financial year are set out in the Annual Report on Remuneration on page 73.
The wording relating to recovery or withholding has been aligned with the wording for LTIR There is no change to the Committee’s remit under the policy.

~ O~

All employee share plans — executive directors were not eligible to participate in the Company Share Option Plan (CSOP) in October 2014.
The Remuneration Committee has implemented a revised approach to the operation of malus and clawback as set out on pages 61 and 62

of the FY2014/15 Annual Report on Remuneration and repeated in this report on page 71
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Remuneration scenarios for FY2016/17

The Company’s remuneration policy results in a significant proportion of the remuneration received by executive directors
being dependent on Company performance. The charts below show how total pay for the CEO and CFO vary under three
different performance scenarios during FY2016:

Minimum Target Maximum

Comopirises the fixed elements of Compirises fixed pay (salary, benefits Comprises fixed pay (salary, benefits
pay, being base salary, benefits and pension) and 50% of the maximum ~ and pension) and the maximum value
and pension. annual bonus and 25% of the full of the bonus. 125% of base pay for CEO

: LTIP award. and CFO.
The value of base salary and pension
is calculated as at TApril 2016. Normal policy awards under the LTIP
with full vesting. 200% of base pay for

The value of the benefits received CEO and 175% of base pay for CFO.

is taken as the actual value for the
year ended 26 March 2016.

No account has been taken of share price growth, or of dividend equivalent shares awarded in respect of the deferred
element of bonus and LTIP awards over the deferral/performance periods.

Fixed (£000) Short-Term Plan (£000) Long-Term Plan (£000)

Base Salary Benefits Pension Total Fixed Target Maximum On Target Maximum
CEO 612 14 90 716 383 765 306 1,224
CFO 355 12 51 418 222 444 155 621
CEO (£000s) CFO (£000s)
Minimum YA Total £716 Minimum TP Total £418
On Target Total £1,404 On Target TN Total £795
Maximum Total £2,705 Maximum 28% 30% 7774 Total £1,483
B Fixed pay [l Annual Bonus [l LTI M Fixed pay [l Annual Bonus [l LTI

Relocation expenses have been excluded as they are one-off in nature.
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Directors’ remuneration report
continued

Incentive plan discretions

The Committee will operate the annual bonus plan and Long
Term Incentive Plan (existing and future plans) according to
their respective rules, the approved policy set out above and
in accordance with the Listing Rules and HMRC rules where
relevant. Copies of the annual bonus plan and LTIP rules are
available on request from the General Counsel and Group
Company Secretary. The Committee, consistent with market
practice, retains discretion over a number of areas relating to
the operation and administration of these plans. These
include (but are not limited to) the following:

e who participates in the plans;
* the timing of grant of award and/or payment;
e the timing of any bonus payment;

« the choice of (and adjustment of) performance measures,
weighting and targets for each incentive plan in
accordance with the policy set out above and the rules
of each plan;

« discretion relating to the measurement of performance
in the event of a change of control or reconstruction;

Legacy arrangements

* ability to amend the performance conditions and/or
measures in respect of any award or pay out if one
or more events have occurred which would lead the
Committee to consider that it would be appropriate
to do so, provided that such an amendment would
not be materially less difficult to meet;

determination of a good leaver (in addition to any
specified categories) for incentive plan purposes based
on the rules of each plan and the appropriate treatment
under the plan rules;

adjustments required in certain circumstances (e.g. rights
issues, corporate restructuring, on a change of control and
special dividends);

discretion in relation to all employee share plans would
be exercised within the parameters of HMRC and UKLA
Listing Rules; and

discretion to withhold payments including but not limited to
malus and clawback.

Any use of the above discretions would, where relevant, be
explained in the Annual Report on Remuneration and may,
as appropriate, be the subject of consultation with the
Company’s major shareholders.

For the avoidance of doubt, in approving the directors’ remuneration policy, authority is given to the Company to honour
any commitments that may have been entered into with current or former directors that have been disclosed previously

to shareholders.

Policy on fees for Chairman and non-executive directors

Purpose and

link to strategy Operation

Performance
metrics

Recovery or

Opportunity withholding

To attract and retain The Chairman’s fee is
a Chairman of
appropriate calibre

and experience.

Chairman

Chairman present).

reviewed annually by the
Committee (without the

The Chairman receives No
a single fee to cover all  performance
his Board duties. metrics apply.

No recovery
or withholding
applies.

Details of current fee
levels are set out in the
Annual Report on
Remuneration.

The remuneration
policy for the non-
executive directors is
determined by a sub-

To attract and
retain non-executive
directors of
appropriate calibre
and experience.

Non-executive
directors

and the executive
directors, based on
independent surveys
of fees paid to non-
executive directors of
companies of similar
scale, revenue and

complexity to Mothercare.
Remuneration is set taking

account of the
commitment and
responsibilities of the
relevant role.

committee of the Board
comprising the Chairman

Non-executive No

directors receive afee  performance
for carrying out their metrics apply.
duties together with

additional fees for

those non-executive

directors who chair

the primary Board

committees and the

Senior Independent

Director.

No recovery
or withholding
applies.

Details of current fee
levels are set out in the
Annual Report on
Remuneration.
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Service Contracts
All the Directors will offer themselves for re-election at the
forthcoming Annual General Meeting.

The table below sets out the details of all service contracts
with executive and non-executive directors.

Copies of the executive directors’ service contracts and
non-executive directors’ letters of appointment are available
for inspection at the Company’s registered office:
Mothercare plc, Cherry Tree Road, Watford, Hertfordshire,
WD24 6SH and will be available from 12.30pm on the day

of the Annual General Meeting until the conclusion of the
Annual General Meeting.

Director Date of appointment  Notice period

Executive directors

Mark Newton-Jones 17 July 2014 12 months
Richard Smothers 23 March 2015 12 months
Non-executive directors

Alan Parker 15 August 201 6 months
Angela Brav 1January 2013 Tmonth
Lee Ginsberg 2 July 2012 1Tmonth
Amanda Mackenzie  1January 2071 1Tmonth
Richard Rivers 17 July 2008 1Tmonth
Imelda Walsh 1June 2013 Tmonth
Nick Wharton 14 November 2013 Tmonth

Service contract policy
The Committee has agreed certain terms and policies that are
to be included in its service contracts with executive directors:

* The period of notice for directors will not exceed 12 months
and, accordingly, the employment contracts of the
directors are terminable on 12 months’ notice by
either party.

¢ In the event of a director’s departure from the Company,
and subject to the ‘good leaver” provisions set out below,

the Company’s policy on termination payments is as follows:

- No cash bonus will be awarded or paid (nor will any
deferred shares be awarded) following notice of
termination (either by the employee or Company);

- Any unvested annual bonus deferred shares will lapse
on cessation of employment;

- Any unvested LTIP awards shall lapse on cessation of
employment; LTIP awards that have vested may be
retained and may be subject to clawback; and

— The Company may pay basic salary and the fair
value of other benefits in lieu of notice for the duration
of the notice period. The instalments may cease or be
reduced proportionally if the Director accepts alternative
employment that starts before the end of the
notice period.

* The Committee has a concept of a ‘good leaver” in the
event of termination of employment by reason of ill-health,
permanent disability, statutory redundancy, agreed
retirement, sale of employing company or business out
of the Group or at the discretion of the Committee. If the
Executive Director in question is a good leaver then the
Committee may exercise its discretion such that:

- a performance-related bonus will be paid at the

normal time and this will be time pro-rated based on the

proportion of the bonus year for which the individual was

employed; the bonus may be paid wholly in cash, or part

cash and part shares;

unvested deferred shares will vest, normally with

immediate effect and in full; and

- the individual will receive a pro-rated proportion of
outstanding LTIP awards (which will be subject to
clawback for awards made from FY2016 onwards) which
can be exercised up to six months (or such longer period
as the Committee permits and up to 12 months in the
case of death) after the performance period ends and
provided that the relevant performance criteria are met
for vesting. Exceptionally, the Committee may decide to
release the LTIP shares, following cessation of
employment but subject to the Committee’s assessment
of performance, which can be exercised in the six months
after the leaving date (or such longer period as the
Committee permits and up to 12 months in the case of
death) and/or to allow a greater number of shares to vest
than if the level of vesting was calculated on a pro-rata
basis. The Committee, in determining the extent to which
these shares should vest, will consider all of the facts of
the executive’s departure, including their performance
and the extent to which their departure is at the
instigation of the Company.

The contracts of the directors do not provide for any
enhanced payments in the event of a change of control

of the Company or for liquidated damages. However, in
the event of a change of control or other corporate events,
it is the Company’s normal policy that any unvested annual
bonus deferred share awards will vest in full; in the case of
LTIP awards vesting will be determined by the Board having
regard to the achievement of any relevant performance
conditions and taking into account the time period.

The Company may also consider the payment of legal fees
and other professional services.
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Directors’ remuneration report
continued

Remuneration policy for colleagues

The remuneration policy for the executive directors is
designed with regard to the policy for employees across

the Group as a whole. Mothercare operates in a number of
different territories and has employees who carry out diverse
roles across a number of countries. All employees, including
senior managers, are paid by reference to the local market
rate and base salary levels are reviewed regularly. When
considering salary increases for directors, the Company will
be sensitive to pay and employment conditions across the
wider workforce. The Committee is kept updated through the
year on general employment conditions, budgets for any
basic salary increase, the level of bonus pools and pay-outs,
and participation in share plans. Therefore the Committee is
aware of how total remuneration of the executive directors
compares to the total remuneration of the general
population of employees and the Committee will continue
to monitor the progress of retail pay versus that of senior
management. The Committee does not formally consult with
employees on the executive remuneration policy. A greater
proportion of executive directors’ remuneration is variable
when compared to other employees given their increased
line of sight to the performance of the business. Common
approaches to remuneration policy which apply across the
Group include:

* consistent approach to ‘pay for performance” is applied
throughout the Group, with annual bonus schemes being
offered to all employees;

« offering pension and life assurance benefits for alll
employees;

* ensuring that salary increases for each category of
employee are considered taking into account the overall
rate of increase across the Group, as well as Company
and individual performance; and

* encouraging broad-based share ownership through the
use of all-employee share plans.
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Recruitment policy

The Committee’s overriding objective is to appoint
executive directors with the necessary background, skills
and experience to ensure the continuing success of the
Company. The Committee recognises that the increasing
pace of change and multi-channel development in

our industry, as well as the international nature of the Group,
will mean that the right individuals may often be highly
sought after.

The remuneration package for a new director will therefore
be set in accordance with the Company’s approved
remuneration policy as set out on pages 81 to 86 of the
directors’ remuneration report, subject to such modifications
as are described below. The maximum level of variable
remuneration (excluding any buyout arrangements) that
may be offered on an annual basis to a new director will be
in accordance with the limits as set out in the Policy Table,
normally being 125% of salary in the annual bonus plan and
up to 200% of salary in the long-term incentive plan, but with
regard to the long-term incentive up to 300% may be
awarded in exceptional circumstances.

In the majority of cases, where an external appointment is
made, the individual will forfeit incentive awards connected
with their resignation from their previous employment. The
Committee may decide to offer further cash or share-based
payments to ‘buy-out’ these existing entitlements by making
awards of a broadly equivalent value, in the Committee’s
view, under either the Company’s existing incentive plans or
under other arrangements. In determining the appropriate
form and amount of any such award, the Committee will
consider various factors, including the type and quantum

of award, the length of the performance period and the
performance and vesting conditions attached to each
forfeited incentive award.

Where an individual is appointed to the Board, different
performance measures may be set for the year of joining
the Board for the annual bonus, taking into account the
individual’s role and responsibilities and the point in the year
the executive director joined.



For any internal appointment to the Board, any variable pay
element granted in respect of the prior role may be allowed
to pay out according to its terms, adjusted as appropriate to
take into account the terms of the director’s appointment.

The salary level for a new director will be determined
with care by the Committee, taking into account the
individual’s background, skills, experience, the business
criticality and nature of the role being offered, the
Company’s circumstances, and relevant external and
internal benchmarks.

In certain circumstances, the Committee will have set a
starting salary, which is positioned below the relevant market
rate and may therefore wish to adjust the director’s salary at
a level above the average increase in the Company as the
individual gains experience and establishes a strong
performance track record in the role. Conversely, there may
also be circumstances where paying above a mid-market
salary is required to attract or retain an individual
considered to possess significant and relevant experience.

The Committee will of course need to exercise a degree of
judgement in determining the most appropriate salary for
the new appointment.

Benefits and pension contribution will be provided in
accordance with the approved Company policy. Relocation
expenses or allowances, legal fees and other costs relating
to the recruitment may be paid as appropriate in line with
the approved policy.

The Committee recognises that its shareholders need to fully
understand the remuneration package for a new executive
director and is committed to communicating full details and
its reasons for agreeing the remuneration at the time of
appointment. The Company will identify any remuneration
elements, which are specific to the initial appointment.

Consideration of shareholder views

The Committee engages regularly and proactively

with shareholders on executive remuneration. In the

event of any changes to the remuneration policy or other
significant changes to the remuneration of executive
directors, the Committee Chair will consult with shareholders
in advance of any changes. As there have been no
significant changes to remuneration during FY2015/16,

no shareholder consultation has taken place. However,
before making any further grants under the current LTIP
the Committee will consult with major shareholders and
representative bodies in the autumn of 2016, the detail

of which will be reported in the Annual Report for FY2016/17.

Approval

This report was approved by the Board of directors on
18 May 2016 and signed on its behalf by Imelda Walsh,
Chair of the Remuneration Committee.

Imelda Walsh

Chair, Remuneration Committee
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