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Transformational year m

e Highly successful year for Mothercare Group
— Strategic acquisition of ELC

— Progress in sales, margins and profit, in the UK and
Internationally

e Underlying profits up 70.8% to £38.6m
e Multi-channel strategy delivering
e International growth continues

e ELC integration
— Benefits greater than and ahead of plan



Mothercare Group growth strategy

FOUR LEVERS FOR GROWTH

Integration Property Multi-channel International
synergies portfolio
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Introduction

e UK LFL sales +2.9%
e /0 bps improvement in UK gross margin

e International franchisee sales +27.5%; franchisee
LFL sales +12.0%

e Underlying profit before tax up 70.8% to £38.6m
e Strong cash generation; year end cash £22.7m
e Dividend +20.0% to 12.0 pence



First time contribution from ELC

e Statutory results include ELC from 19 June
2007

e Underlying statutory EBITA £4.1m better than
proforma EBITA, due to ELC pre-acquisition
losses

e Key financials also prepared on a ‘proforma’
basis (assuming ELC owned for all of 07/08 and
06/07)

e Presentation commences with ‘statutory’
results but focuses on ‘proforma’ results



Income statement - statutory basis

07/08 06/07
£m £m
Revenue 676.8 498.5 +35.8%
Underlying profit from retail operations 38.5 21.0 +83.3%
Financing 0.1 1.6
Underlying profit before tax 38.6 22.6 +70.8%
Exceptional items (35.2) (2.4)
Other non-underlying items 1.1 @e)

Profit before tax 4.5 18.9 -76.2%



Financial highlights — proforma basis

e Group sales +3.6% to £703.6m

e UK LFL sales +2.9%

e Total Direct sales +28.6% to £85.5million
e UK gross margin +70 basis points

e UK underlying profit +29.2% to £34.5m

e International underlying profit +20.5% to
£9.4m

e Group underlying profit +42.9% to £33.0m



Income statement - proforma basis

Revenue
Profit from retail operations
Financing
Underlying profit before tax
Exceptional items
Other non-underlying items

Profit before tax

Underlying EPS - basic

07/08 06/07
£m £m
703.6 679.0
34.4 25.1
(1.4) (2.0)
33.0 23.1
(36.1) (3.4)
0.5 (4.2)
(2.6) 15.5
28.5p 20.6p

+3.6%
+37.1%

+42.9%

+38.3%



£9.3m growth in profit from retail operations

£m -0.1
+1.1
+1.6
+2.4

34.4

+8.4
25.1

UK sales and UK costs International Pensions Corporate IFRS 2 Staff bonus
margin profit charge Costs

 Proforma basis



Momentum in UK LFL sales

Mothercare only Group
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Underlying growth in UK and International

Revenue £m

07/08 06/0 7 %o
UK 587.3 578 .2 +1.6%
International 116.3 100.8 +15.4 %
703 .6 679.0 +3.6 %

Underlying Profit £m
07/08 06/07 %o
UK 34.5 26.7 +29.2 %
International 9.4 7.8 +20.5 %
Corporate (9.5) (9.4) +1.1%
Financing (1.4) (2.0) -30.0%
33.0 23.1 +42.9%

e Proforma basis



Integration of Early Learning Centre

e Integration benefits greater and ahead of schedule

e Now opening 80 ELC inserts in time for Christmas
trading 2008 and moving ELC DC

e Benefits achieved 07/08 £2.0m - previous estimate
£1.0m

e New estimate 08/09 £6.0m - previous estimate
£3.0m

e New estimate 09/10 > £10.0m (= £12.0m cash) -
previous estimate > £8.0m



Integration exceptional costs

e £18.8m exceptional charge £14.5m cash; £4.3m
non-cash

e £5.2m spent, £13.6m provided;

ELC inserts in Mothercare stores

restructuring of ELC London and Swindon Head
Offices

integration of all shared functions, including
redundancy

move of ELC DC Swindon to Daventry
realignment of International franchise agreements
programme/project management and consulting costs

e £5.0m integration capex



Property restructure - rationale

e Strategic opportunity through ELC acquisition
e Track record of rightsizing
e Improve chain dynamics

— Focus on sales per square foot

— Reduce operational gearing

e Shift from In Town to Out of Town



Property restructure — key elements

e Acquisition of ELC - opportunity to accelerate
and optimise combined portfolio through:

— Accelerating the existing Mothercare rightsizing
programme

— Closing low contribution stores, by consolidating
both brands into one store (2 into 1)

— Rolling out new OOT format

— Shifting the focus from In Town to Out of Town
(63 IT closures, 18 OOT openings)



Reshaping the portfolio

Opgr?i-:;gs IT Closures Downsize T?;aplas::;:s
Rightsizing

- Resites 15 15 - 30

- Downsizes = = 9 9

2 into 1 - 17 - 17
Closures - 31 - 31

New stores 3 = = 3
18 63 9 290

New ELC inserts 40
New OOT refits 15
145

(1) 15 resites = 15 openings and 15 closures = 30 stores affected



Property restructure - effects

e ELC trading in 80 Mothercare stores before
Christmas

e Overall 63 IT closures, 18 OOT openings
e Improved sales densities

e Annualised profit benefits of £5m p.a. (= cash £6m)
starting 2009/10

e Additional 50-store ‘pipeline’



Property restructure - costs

e Exceptional cost £16.3m: cash cost £8.3m,
non-cash cost £8.0m

e Capex costs £15.0m over two years

e Total cash costs (revenue and capex) £23.3m
over two years - funded from operating cash
flow

e Estimated annualised profit benefit £5.0m
(= £6m cash)



Exceptional costs

— strong ROI

Integration Property Total

£m £m £m

Income statement charge 18.8 16.3 35.1

Estimated annual benefits - profit 10.0 5.0 15.0
e 43% return; payback 2.3 years

Cash - revenue 14.5 8.3 22.8

Cash - capex 5.0 15.0 20.0

19.5 23.3 42.8

Estimated annual benefits - cash 12.0 6.0 18.0

e 42% return on cash; payback 2.4 years



International

e International profit up 20.5% to £9.4m

e 77 new franchise stores; total 494 stores in 48
countries

e International franchisee retail sales +27.5%
(+12.0% LFL)

e Now mostly moved from wholesale to royalty model

e 'Published sales’ = sales at cost. Relic of wholesale
model - no longer a profit driver

e Focus on ‘franchisee retail sales’. Driver of royalty
and therefore profit



Franchisee retail sales

05/06 ()  06/07 (1) 07/08 (2

Franchisee retail sales as
published £169.4m £196.8m £286.8m
Franchisee retail sales at current rates £160.7m £199 2m £286.9m

of exchange

Franchise like-for-like sales 7.0% 12.0% 12.0%

Underlying PBT £5.3m £8.1m £9.4m

(1) Mothercare only
(2) Mothercare and ELC



Pension schemes in surplus

Income Statement

Service cost

Return on assets/interest on liabilities
Net/charge(1)

Cash Funding

Regular contributions
Additional contributions
Total cash funding

Balance Sheet

Net asset

(1) Estimate of net charge for 08/09 is £0.6m

07/08 06/07
£m £m
3.8 5.0
(3.7) (3.8)

0.1 1.2
(2.2) (3.0)
(1.5) (1.5)

(3.7) (4.5)
2.0 2.0




Group balance sheet

07/08 06/07

£m £m

Non current assets - Fixed assets 96.6 85.4
- Intangibles 104.2 5.2

- Pensions 2.0 2.0

Net current assets - Working capital 28.0 36.5
- Cash 22.7 40.1

- Provisions (24.0) (2.9)

Tax 0.6 -
Non current liabilities (32.1) (15.3)
Net assets 198.0 151.0

Net assets per share 227p 206p



Group cash flow
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Guidance for 2008/09

e Acquisition benefits £6.0m

e 08/09 includes ELC losses 1 April 2008 to 19 June
2008 (£4.1m in 2007/08)

e International and Direct grow strongly

e At least 100 oversees franchise stores opened
annually

e UK gross margin +20 bps (cost inflation more than
offset by sourcing gains)

e Controllable costs contained

e UK store distribution costs flat @ 5.7% of sales
(fuel inflation offset by efficiency gains)

e Well placed for 2008/09
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ELC own brand
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www.elc.co.uk




Mothercare Group growth strategy

FOUR LEVERS FOR GROWTH

Integration Property Multi-channel International

synergies portfolio

- ELC inserts - Rightsizing - Widest choice
- International - 2 into 1s - Direct

- Sourcing - OOT format - CRM

- Direct - OOT rollout - gurgle.com

- Cost synergies

- New stores,
existing
countries

- New stores,
new countries

- ELC rollout




Mothercare Group growth strategy

Integration
synergies

- ELC inserts

- International

- Sourcing

- Direct

- Cost synergies




Integration
synergies
e ELC inserts

ELC II"I OOT StOreS e International

e Sourcing

e Direct

20 tested over Christmas S ¢ Cost synergies

e Qutperformed expectations

e Rollout into all Mothercare
OOTs

- 40 as of today

— 40 before Christmas

e Turns ELC into an OOT
brand

Aintree



Integration
synergies

e ELC inserts

e International
e Sourcing

e Direct

e ELC brand travels well

— Currently under-
developed

e At acquisition

— 25 countries with
Mothercare but no ELC

e Opportunity to leverage
Mothercare franchisees



In-house sourcing
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Integration
synergies
e ELC inserts

¢ International
e Sourcing
e Direct

e Cost synergies
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Integration
synergies
e ELC inserts

Multi-channel synergies

e Sourcing

mOth erca re "w shopping basket my account my wish list  gift list e Direct

e Cost synergies

2 Welcome |og in | re
[ Shﬂp resource centre

| :
| matemnity pushchairs nursery carseats clothing bathing feeding safety toys & gifts | checklists offers |

parenting is fun gm'gle
search | enter_ke.ﬁ,r_wc-rd ar n::E!t.aIn:.ngue code @ when you know how -

mothercare » toys & gifts » infant toys

toys & gifts

shop by category
infant toys

& activity toys
bouncers and swings
mobiles & cot toys
playrats & gyms
ride ons & walkers
soft toys

travel toys
preschool toys

kids toys

summer toys

gifts & keepsakes
biooks

toys by brand
character

partyw are

hatteries

early learning centre
new products




Integration
synergies

e ELC inserts

COSt Syn e rg Ies e International

e Sourcing

e Direct

e Cost synergies

Earnings enhancing day 1
e Fully integrated back office

e ELC warehouse move in June

e New target - at least £10m synergies by 09/10

e No disruption to Mothercare



Mothercare Group growth strategy

Property
portfolio

- Rightsizing
- 2into 1s

- OOT format
- OOT rollout




Property portfolio

e Rightsizing

Rightsizing for profitability

e OOT format

1 e OOT rollout




Property portfolio

¢ Rightsizing

2 IntO 1S e 2 into 1s

e OOT format

B R e OOT rollout

Weston-super-Mare




Property portfolio

¢ Rightsizing

NeW OOT fOrmat * 2 into 1s
- e OOT format

e OOT rollout




OOT rollout

@ — mothercare

= ! e R
early learning centre
e
s

| Bw
4 i |
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e —
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Property portfolio

e Rightsizing
e 2 into 1s

e OOT format
e OOT focus




Property portfolio

Property summary
e OQT rollout

e 145 stores impacted over the next two years

e 80 ELC inserts in Mothercare stores by Christmas
‘08

e OOT estate will have full or partial refit by the end
of year

e Transformed property estate - impacts 1/3rd
portfolio



Mothercare Group growth strategy

- Widest choice
- Direct

- CRM

- gurgle.com




Multi-channel

e Widest choice

Widest Choice

e CRM

e gurgle.com

: I parenting is fun
search | enter keyvword or catalogue cu:u:lel @ when you know how s

mothercare = pushchairs

pushchairs
shop by category
strollers
pushchairs

travel systems
twins & tandems

pushchairs

3 wheelers one, two, three

2inl's an exditing journey for you and me
3inls

nushehairs by brand click "start slideshow" to scroll

nushchair accessories through our pushchair categories

carrycots
help me choose
new producks

start slideshow »

Eushchairs - what's
hot

the uk's widest range of pushchairs online
pushchairs by
1”- 7 .--‘

3 wheelers
N /

= Maclaren Techno XLE

> bugaboo bee, £359 = My3 I-wheeler, £400

Stroller, E179.99



Multi-channel

Marketing opportunities o

‘-\ : - ' e CRM
P A e gurgle.com
o ¢ '
I:- |P""I
e

\

-0l
learning & books o
¢

- i

favourite brands - ' ‘n )

special offers " B . Vo ’

gift cards - N " J£ - P 4 j = ¢ -__.
request catalogue w R T ; { . ¢

A|read>' a3 MEMDEr? Login to enter the Bia Birthday club

BEEE SEBCBEES HABCAEEE BEBO BB AEBIEAER AUBABHES BEBLAEES BEABLAEAE BEAAAAS GAEBIBAGE BEBABBAN

The Big Birthday Club is a special club for children aged 0-6
vears and it is completely FREE to join, ‘

é
20% OFF your birthday buys B . G B B G
Join the Big Birthday Club and we'll send you a 20% discount : — :
vaucher to use on birthday present shopping. BlRT"D“v BENEFITS
A birthday treat for your child CLUB ATELC

Wwhen you request to receive the Big Birthday Club pack we'll
send a special birthday treat for vour child in time for their
big day,

_— o CLUB MEMBERS RECEIVE:
Plus there are personalised aqift ideas, party invites, online
garnes for children and ruch more., 20% Offygur hirthday bu}rs

party games, themes and ideas

a birthday treat for your child
personalised gift ideas
party invites & thank you cards
online games for children
special offers

It can take up to eight weeks for your membership to be
activated®, so sign up in plenty of time before vour child's
birthday to avaoid any disappointrnent on the big day.

® JOIN THE CLUB-|




gurgle.com

gurgl

Baby stuff m

Login or Register for your personal weekly
+<COIN
newsletter {and to meet other members)

16 ©

Search the site

Video

| love my baby!

Upload the cutest picture of your baby
into our gallery

Read
P T
£200,; j |
mothercare 4 =k
vouchers "]“ Pere
to be WO gt T LA H‘fﬁ
every week CLEAN | s
i
WIN £200 OF GURGLE USERS WIN A YEAR'S I LOVE MY BABY!
MOTHERCARE SURVEY SUPPLY OF
¥OUCHERS PERSIL NON-BIO

Toeday on gurgle  Yesterday on gurgle

Look at our baby picture of the day: 'Me and my proud grandpa!'

Galleries: Funny photas Birthday Time T love my baby

Greet new members: ahabz000 rubyrose

Articles: ADHD Your guide to routines

Videos: Zoothing a crying baby Toddler talking

Chat:  Sleep Another baby

gurgle tools: Owulation calculator  pregnancy welght gain calendar cool baby
names due date calendar

Tell us what you think about gurgle.com

Ly

& Trying for a balyy
& Pregnancy

@ Birth £ Labour

Another Baby
Antenatal Care

Balywy Health

Balw Hames
Behaviour
Calendars

Caring for your Baby
Crying

Early Pregnancy

Education

Competitions

g Login o

Register to

...unlike some other

children’s fromage frai

@ Baby
& Toddler

w Balyy Photos

Feeding & Food
Fertility

Homie & Safety
Lifestyle

Fum Health
Relationships
Sleep & Bedtime
Tests & Checks
Travel

Waork

FHHUGGIES =

Site problems? Help us make gurgle grest

Multi-channel

e Widest choice
e Direct
¢ CRM

e gurgle.com

fantastic
new
travel,
nursery,
clothing &
maternity

» Your gurgle See all O collections

mothercare.com

rewarding process
called parenting



Mothercare Group growth strategy

International

- New stores,
existing
countries

- New stores,
new countries

- ELC rollout




International

e New stores,
existing
countries

New stores,
new countries

e ELC rollout
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International

New stores,
existing
countries

New stores,
new countries

ELC rollout

mMetheicee




new countries

countries
e ELC rollout

International
existing

e New stores,
e New stores,
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International

e New stores,

ELC International rollout ity

e New stores,
new countries

e ELC rollout

e Opened ELC in
— Indonesia
- India
— Ireland

e Rollout plans developed
for all countries in which
we trade

e At least 50 stores opening
p.a.



e A transformational year for the Group
e ELC integration & benefits ahead of plan

e Well placed for growth



