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Introduction to

HALFORDS

For more than 110 years Halfords has been synonymous with
travel. We are the UK’s leading retailer of automotive and
cycling products, and the leading independent operator in auto
repair. Many of our brands hold number one sales positions,
and we see clear opportunities to grow market share in the

short and long-term future.

QOur vision is clear: we help and inspire our customers with

their life on the move.

GROUP AT A
GLANCE

HELPING AND
INSPIRING
CUSTOMERS
WITH THEIR LIFE
ON THE MOVE

GROUP
STRATEGY

Read the Operational Reviaw on
page 12

POINT RETAIL
STRATEGY

RETAIL

To deliver growth in retal across our three
strategic pillars, we are pursuing a five-point
programme called Getting Into Gear which
1s designed to delwer a significantly improved
customer expenence

Raad mare an Ratad Strategy
onpages 14 and 15

POINT AUTOCENTRES
STRATEGY

AUTOCENTRES

Our footprint of over 300 Autocentres puts us
wathin convenient reach of the majonity of the UK
poputation, meaning we are uniquely placed to
fulfil our first strategic pitar Supporting Drivers of
Every Car

Read more on Autocentres Strategy
on pages 16 and 17




FACTS AND FIGURES

305

AUTOCENTRES
ACROSS THE UK’

2,00

AUTOCENTRE
COLLEAGUES?

160«

PRODUCTS
ONLINE

! As at 3 Apnl 2015

2 n aditon there are circa 1 00C colleagues in our support

centre supply chain and warenouse and distribution
aperatons

ONLINE REPORT

halfords annualreport2015 com

Read our Annual Report onbne including a
ok to the full Rermuneration Policy

STRATEGIC
REPORT

OVERVIEW

467

RETAIL STORES IN
THE UK AND ROI!

8,000

RETAIL
COLLEAGUES®

£1 bn

GROUP
REVENUE

CORPORATE WEBSITE

www halfordscompany com

Catch up with ouwr latest news and learn more
about Haliords on our corporate website

STOCK CODE HFD
haltords annualreport2015 com

STRATEGIC REPORT
OVERVIEW

Group Hghlrghts
Charman's Statement
Marketptace

Business Model
Matenat lssues

STRATEGY

Operational Review
Retal Strategy
Autocentres Strategy
Milestones
Sustanability

PERFORMANCE

Key Performance Indicators
Chief Financial Officer s Review

RISK
Risks and Uncentanties
GOVERNANCE

Board of Directors

Directors Report

Corporate Governance Report
Normination Committee Report
Audit Committea Report
Remuneration Cornmittes Report
— Remuneration Policy Summary
— Annual Remuneration Report
Directors’ Responsibiities

FINANCIAL STATEMENTS
Auditor s Report

Index to Financials
Consolidated Income Statement

Consohdated Statement of
Comprehensive Income

Consolidated Staternent of Financral Positton

Consolidated Staterment of Changes in
Shareholders Equity

Consolidated Statement of Cash Flows
Accounting Policies

Notes to the Financial Statements
Company Balance Sheet

Reconciiation of Movements n
Total Shareholders Funds

Accounting Policies
Notes to the Financial Statements

SHAREHOLDER INFORMATION
Five Year Record

Key Performance Indicators
Company information

Integratad Reporting

M dm bW

12
14
16
18

22
25

32

38
39
42
50
52
56
58
62
71

74
76
77

78

80
B1

89

107
108

112
112
13
BC

01




STRATEGIC REPORT > OVERVIEW

GROUP
HIGHLIGHTS

FINANCIAL HIGHLIGHTS

Revenue Underlying profit before tax
£m £m

+6 9%
Underlying EBITDA EBITDA margin
£m %

+8.7%
OPERATIONAL HIGHLIGHTS

0
72 46 Yo

STORES TRADING RETAIL COLLEAGUES

UNDER REFRESHED
FORMAT

THROUGH GEAR 2

+114%

+18bps

+11.4% +14.3%

GROWTH IN

CYCLING SALES RETAIL SALES

GROWTH IN ONLINE

Underlying basic earnings
per share pence

+138%

Dividend per ordinary share
pence

+154%

[ 1%

RETAIL NET
PROMOTER SCORE

4

CYCLE REPUBLIC SHOPS
OPENED IN THE YEAR

All FY15 numbers presented on this page represent the 52 week proforma results for the perod ended 27 March 2015

02 Getting Into Gear
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CHAIRMAN’S
STATEMENT

“This was another year of
strong revenue growth,
this time against tough
comparatives. We are
delighted to have exceeded
£1bn Group Revenue.
Our strategy 1s also
progressing well as we build
a sustainable platform for
future growth.”

£1 bn

GROUP REVENUE

+7.0%

RETAIL LIKE-FOR-LIKE
SALES

STRATEGIC
REPORT

QVERVIEW

| am pleased to report strong
financial results for Halfords and
further progress on our strategic
pnonties

At the core of our strategy 1S customer service
and investrment in our colleagues, proposition and
nfrastruciure in Retall, colleagues progressed
well through thesr Gear 2 traning and we have
more refreshed stores launched Cycle Republic
and significantly strengthened autharity n our key
categories Autocentres has a clear strategy under
new leadership and has delivered an improved
sales performance whilst contnuing to nvest

Thers 1s still more to do in both Retall and
Autocentres, FY16 will be a busy year of actmty,
with the business supported by a taiwind of
mormsntum and a strong, engaged team of
management and colleagues

The financial resulis for the year and confidence
n the future prospects have enabled the Board to
recommend a full year dvdend of 16 5 pence, an
ncrease of 15 4%

On behalf of the Board | would fike to thank all

11 000 of our colleagues for their enthusiasm and
commitment to the journey this business s on |
would alsa like to thank both Matt Davies who
Ieft at the end of Apnl, and Andrew Findlay, who
leaves later this year It has been a real pleasure
working with both of them — ther contnbution to
Halfords has been ouistanding

In May 2015 the Board appointed Jill McDonald
as Cheet Executve Officer and we are locking
forward to the significant contribution she will
make She jons a business that | believa 15 N
great shape with significant opportunities ahead

The new financial year has started positively with
continued progress n delvering our strategic
prionties

Denms Millard
Chawman
4 June 2015

OUR NEW CHIEF EXECUTIVE

Hatfords 1s a business and a brand that resonates with me and so | was delighted when offered the
opportunity to became Chief Executive In my first few weeks here | have been really impressed
with the commitment and enthusiasm of our colleagues and 1 1s very apparent that the focus on
delverng customer serace excellence 1s becoming embedded in the DNA of the business

Halfords has clearly made great progress on its strategic plans in the last year and we will continue to
delver the pnorities for FY16 as well as looking and planning further ahead

1 lock forward to workang with the entire team of management and colleagues to coninue the positive
journey that this company 18 on and to bulld upon 1t even further

Jill McDonald
Chief Executwve Officer
4 June 2015

STOCK CODE HFD
halfords annuatreport2015 com
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STRATEGIC REPORT » OVERVIEW

MARKETPLACE

“Our presence In the auto,
cychng and leisure markets
Is unique n the UK.
Backed by a heritage and
brand trusted by millions,
our position 1s strong,
and we’re well-placed to
thrive in changing market

WE CONTINUE TO GROW
MARKET SHARE IN OUR
CORE SECTORS, BUILDING
AND MAINTAINING LEADING
POSITIONS.

conditions.”

04

MARKETPLACE

Halfords operates in a number
of retall and service markets
across our 467 stores' and 305
autocentres' throughout the UK.

Gur products and senvces can be grouped it
autlo cycling and lessure, and our presence in
these markets 1s uruque With 0% of the UK
population Inng withun a 26 minute drive of one of
our locations, we are within convenient access for
a large customer base

Backed by a hentage and brand trusted by
millions, our position 1s strong and we re well-
placed to thrive in changing market conditions

SUPPORTING DRIVERS OF EVERY CAR
The number of drivers in the UK {the “car parc™} Is
increasing It 1s estmated that there are currently
approxmately 700 000 new drivers each year and
the number of car registrations 1s growing faster
than the number of cars beng written off The
number of mites driven In the UK increased again
n 2014 having declined during the recession
Petrol pnices dropping to a four-year low recently
will help this trend to continue

In this expanding market, Halfords supports
drvers of all ages Our expertise and service 1s
important to both new and expenenced drivers
alke Winning the hearts and minds of new
drivers through our expertise and value as they
gain experience 1s key to bullding a fong-term
customer base

The average car in the UK 1s cumently estmated
to be 7 4 years old More new cars on the road

1s conducrve to increased fithng and servicing
requuements as newer cars are becorming mors
technically advanced and have more specific
requirements for maintenance The shift from DIY*
to 'Do-i-For-Me' {DIFM) 1s clear

T Ag at 3 Apnl 2015

Getting Into Gear

Our product ranges continue to evolve in ling with
market requirements and advances in automotive
technology For example, stop-start batteries are
becorming increasingly prevalent and we have the
nght squipment and fully-trained colleagues to be
able to cater to this dermand both in our Retal
stores and our Autocentres

We have seen good growth In some subsections
of our n-car technology offering In-car cameras
( dash cams’) have proved very popular with

a full fiting service: Just landed  In muttimedia,
connectvity and streaming techneology this year
saw us launch an Apple-certified system and an
Android one 1s coming soon

The sat nav market continues to decline but

this 15 becoming an increasingly smaller and less
mportant part of our business Key praducts such
as child car seats continue to be important for
customers and are providing growth

Likewise the services we offer alongside our
products continue 1o evolve, as evidenced by
the continued success of our “38s™ {ulbs,
blades, battenes) fittng senvice In FY151n the
Retail stores we sold 5 3 milhion car bulbs and
fitted 41% of these on demand

The growth in new drivers cars, miles driven

and car complexty 5 also an opportunity for our
Autocentres business to attract and retain new
customners Trust, value, convenience and the
attitude of our colleagues are also key to doing
this as well as retaining our long-standing Halfords
customers There are fow businesses that can
match us in what we offer

Halfords Group pic Integrated Annual Report for the penod ended 3 Apnl 2015



INSPIRING CYCLISTS OF EVERY AGE
The cycling market in the UK 1s changing

Whilst the total volume of bikes sold has remamed
level over the past few years, according to Mintel
the popularity of cychng has led to customers
willing to pay more for better products and more
on accessornes meaning the market 1s growing n
value terms Mintel estirnate the market will grow
by ¢ 339% in the next five years

Halfords have reacted to and encouraged this
trend by focusing on premium ranges, making
avallable a wide range of parts and accessores,
and leveraging the knowledge of the colleaguss
to enhance recommendations and upselling We
also remain very focused on our chidren s brkes
offer and there has also been significant effort to
imprave our offering on entry-level bikes

Our bike sales are split by type, with mountain
and hybrid makimg up the bulk of adult bike sales
Road bikes represent a smaller proportion of
volume, but with higher average selling prices
Thera has been considerable growth in sales of
foldable commuter bikes

The trend for road bikes 1s supported by
Government regutation with new laws that road
infrastructure in new builkds must take cyclng
into consideration In recent months the Cycle
Superhighways in London recewved the green
Iight and work has already started to create them

SUSTAINABLE BUSINESS

STRATEGIC
REPQAT

OVERVIEW

Haltords 1s one of many organisations lobbying
the Government to nvest £10 in cyeling for every
person in the UK

This investment could further boost the valuable
road bike market, which 1s manly represented in
city centre cycling This has driven our introduction
of a new cycling only store format, Cycle Republic,
to be opened n London and other key city cycling
locations, where Halfords' panetration has been
low

These new Cycle Repubiic stares are giving us
access to a new customer base with a different
appetite, a much higher proportion of sales
being accounted for by accessonas than in other
locations

Fernale cyclists are another area of focus for

us as they're currently not being catered for
enough in tha premium market While a significant
amount of SKUs under £500 are accounted for by
women's bikes, the reverse is true for bikes above
that price In response, we are launching five
pramum women's bikes in FY'16, three from

the 73 range and two in the VooDoo range

We are expenmenting with electric and power-
assisted bikes in our Carrera range, in response to
an emerging trend i Europe We anticipate these
products being particularly popular within cur
London market, and for older cyclists

FREE BIKE WORKSHOPS

In FY15 over 20,000 children and parents attended free Kids Bike
Workshaps In store to learn the basics of how to look after ther bike
with 96% of parents likely to recommend the summer workshop o
others In FY16, together with the Easter holiday stores will run the
workshop in the summer and dunng the October half-term week

Buiding on the success of these workshops, Halfords now also
pariners with the Scouts Association, with over 9 000 chidren being
taught bike maintenance as part of the Cub Cychst Actvity badge In
additon, Halfords now runs tallored workshops in schools focused
on year-six pupils as they progress through Bikeability (formerty called
cycling proficiency) with over 12 000 attending duning the year

In February 2015 Hatfords taunched a partnership with Breeze, Bnltish
Cycling s women's network  The pantinership will involve promotion of
the network and iis benefits bike mecharuc support at key Breeze

See more at

events and workshops teaching women some elements of bike

mantenance

STOCK CODE HFD
hatfords annualreport2015 com

Finally as we see an increased demand for higher-
value bikes, demand for cycle repar has also
ncreased - another area of focus for the business

EQUIPPING FAMILIES

FOR THEIR LEISURE TIME

This thurd category pillar oceupies the smaflest
elerment of Halfords Retall sales It s spread
across several fragmented markets, principally
encompassing camping and outdoor leisure
The range includes a variety of strategically
chosen mpulse products, which change
throughout the year

www halfords comvbikeciub and
wyw scouts org uk/haliords
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STRATEGIC REPORT » OVERVIEW

BUSINESS
MODEL

KEY PARTNERS

* PRODUCT DESIGNERS
* PRODUCT MANUFACTURERS

* ACCREDITATION BODIES
* BRAND OWNERS

A UNIQUE PRODUCT AND SERVICE OFFER FOR MOTORISTS, CYCLISTS AND FAMILIES

= PARTS FACTORS
* |T & NETWORK PROVIDERS

KEY ACTIVITIES

MARKETING
BUYING

RETAILING AND
MERCHANDISING

TRAINING & DEVELOPMENT

RANGE YOU CAN RELY ON

* REGULATORS

& GOVERNMENT

INVENTORY MANAGEMENT
DISTRIBUTION
ONLINE FULFILMENT

BUILD, FIT, REPAIR AND
GARAGE SERVICES

SERVICE THAT WOWS

WHICH PROVIDES AN UNMATCHED COMBINATION OF SERVICE, CONVENIENCE AND RANGE

HELPING AND INSPIRING OUR CUSTOMERS WITH THEIR LIFE ON THE MOVE

KEY RESOURCES
* BRANDS « ¢ 11,000 COLLEAGUES
* 467 STORES' * CASH GENERATION
* 305 AUTOCENTRES' *+ COMPETITIVE FUNDING
= CATEGORY EXPERTISE « HALFORDS ASIA SOURCING
« CENTRALISED DISTRIBUTION « OWN BRANDS
CENTRES
VALUE PROPOSITION
PRICES YOU CAN TRUST QUALITY YOU CAN TRUST
CHANNELS

= TV, RADIO, EMAIL AND HIGH STREET ADVERTISING
¢ STORE COLLECTION OR HOME DELIVERY
¢ TABLET ANC MOBILE OPTIMISED WEBSITE

* REFINING A CONSISTENT AND INTEGRATED ONLINE
AND IN-STORE EXPERIENCE

OUR PILLARS

' As at 3 April 2015

06 Getting Into Gear

CUSTOMER RELATIONSHIPS

[ ]

“WE DO MORE FOR YQU”

LOW COST FITTING, BUILDING AND REPAIR SERVICE
KNOWLEDGEABLE, HELPFUL COLLEAGUES
CONVENIENT LOCATIONS FOR 90% OF POPULATION

Hatfords Group plc Integrated Annual Report for the penocd ended 3 April 2015




STRATEGIC
REPORT

OVERVIEW

KEY PARTNERS

Our stratequc relationships drive our abdity to dalver
valua More broadly we seurcs our products rom
suppliers around the world who manutacture
products 1o our designs and rigid speafications
Our various brands induding 13 Apolio Carrera
and Boardman are designed in-house and
manufactured in tactones i the Far East Ow Hong
Kong office manages the production lead tmes and
arranges shipmants to the UK

In both our Retat and Autocentres businesses we
have a closa retationship with parts factors geving
us on-demand access to thousands of car parts
without having to hold them in stock

IT systems are crucial to how wa operata both
n-store and w1 the Support Centre Dunng the year
wa completed the upgrade of our core operatng
platiorm (S5AP) and are reacly to start programmas ta
sava time In store

Sea the material ssues dentfiod by engagog with
our key partners on page 8

VALUE PROPOSITION

KEY RESOURCES

Qur leading Auto and Cycing brands are sold across
our 467 natiorwida stores Qur 305 autocantras
offar a ill service mantenance and repar service
across al car mamues  Within these estabishments
aur ¢ 11 D00 coleagues are face-1c-1ace with gur
customers on a daly bagis alowng Us 1o deler the
customar senice we aspue to

Sea what wa ara dong to support our celoagues n
dokvenng this service on pages 9 10 and 17

We ara a cash generative busness and have
ganeratad £66 4m of free cash flow in the year

Wa ara wall supported by cur banking syndicate
having amendled the debt fagility dunng the year and
extendad to Novemipar 2019

Chiet Financiat Officer's Pavew on page 25
Wae translate our category expartse to offer

an unmatched ranga of progucts al of which
contnbute to the Halfords brand

KEY ACTIVITIES

Our stores generate profit from the comemnation of
low-00s1 sourang and supply chain couplad with our
excalent markalng skils and nabonal stora Network.
In Autocentres our Struciune aflows us to offer a
lower price than most franchised garages and a
mora comprehansive senvice than many indepandent
gaiages can match

Training and accreditation such as our 3 Gears
traming prograrmme ensures that consistent product
knewiedge and servica reaches our customers
across all our locatons

3 Gears on page 10

Our internal operations draw from the best industry
practice Our rotal operation salas plan is based

on ¢lose attention to markat demands We source
direct fromn global suppliers who manutacture
progucts to our designs and ngid specifications
Ouwr drstributon team use ther specaist knowledge
1o group and shyy prodducts m ing with the sales plan

Haltords are the nation's go to retaler for cyclists and motorists Our products and senvices ara as relevant to cur customers today as they were when we started out over 100 years ago
Wa are setting out to grow our business by attracting morg customners encouraging them to buty mere products and serces and persuading them to vstt our stores and autocentres

more often To do this we make four promises

PRICE QUALITY

it 15 rmportant (o our growth plans that Product qualty s another wnportant
wa offer pricas our customers trust aspact of valua for mongy We want
Wea want our gustomers te feel thay customers to have confidence that
are gattng value tor money Wa offer thair purchases will lzst in hsterung
a number of bundied prices which 1o our customers’ teedback we have
mean nona of the tymcal eodon made changes to our products to
COStS that CUSIomers can encounter halp customers trust our quality
when for example hawving to buy the

product then buy the fiting More are

o come

CHANNELS

‘We want 1o craata a compaeling shopping expenence that excitss customers
mproves ther knowlecge of our products and services and engagas themn
emotonally with our brand  Along with our retad Stores and autocentras where we
angage with customers face-to-face wa recogrusa it 1s crucal to budd our digetal
channels 5o that wa can fully engage with customers onling Owr ambition s to create
a sennce-led fully Integrated digital proposhion which will mantan our engong
relevance

OUR FILLARS

SUPPORTING DRIVERS OF EVERY CAR
Through our core categones of Car Mantenance

INSPIRING CYCLISTS OF EVERY AGE
Thanks to our scale posiboning and the successiul extension Our campag and outdoor kemsure rangas make up the

RANGE SERVICE

Wae have four objeciives to
continually wnprova the expenence of
Qur customers

ensures that wa remam a natural
destination far our custoMers by
offering a range of products that

sutts thexr varied needs Our range ¢ o make Haltords a great place
eNCOMPasses car parts n-gar to work

technology chid seats cycing = To provide stores that wa are
roof boxas and outdoor laisura proud of

and camping equipment with a

combinaton of own brand and thrd * Topr that

party orands lo maat customers us the best
needs +  To delight every customer
CUSTOMER RELATIONSHIPS

Our abiity to offer a friendly and expertise-based senice 15 fungamental to sustainable
sales growth We want customers to have a better expenence at Haltords than they
woulkd at non-serwce based retaers  This will mean they are mora ikaly to spend
more with us and recommend us to ther friends Our Service Revolution will ensurs
customers are served by colleagues wha are enthusmastc about thar role al Halfords
and the products and semces we offer With stores lass than a 20 mile dive away
Tor 90% 0f the UK's popuiation we are well-placed 10 foster cormenent and close
customer relatonships,

Sen how developng Our Customen relatonsiios 1S 8 matenal ssue on page 8

EQUIPPING FAMILIES FOR THEIR LEISURE TIME

Car Enhancement and Car Servicing we provide senaces of our ranges into the premeum segment of the Ccycing market smatiest elament of our retail sales spread across several

and expertse o t2ka the hassle out of motonng

STOCK CODE HFD

wa are the biggest player in cyckng retail

fragmented markets

halfords annualreport2015 com
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STRATEGIC REPORT » OVERVIEW

MATERIAL
ISSUES

Halfards' wiston ts to help and inspire our customers with therr Lfe on the move by offering unique IN-store senvices and a compeling product range with expert
services The table below identifies the key stakeholders we interact with to achieve this wision and outlines how and why we engage with them

Why we engage Matenal 1ssues What we are doing
Customers
Customers want value, personalsation, * Value for money = Service Revolution
and trustworthy advice and service Wea s Customer service « The'H Factor
want 10 know how wa are performing so e Convenenca = Stores Fit to Shop
:ree n;:zgs delver unparalleled products and { Range + 21% Conury Wfrastructuse
+ Click with the Digtal Future
Colleagues
Our colleagues are fundamental to the * Career opportunities + '3-Gears' training programme - see page 10
achisvement of our customer expenence | e Pay and conditicns * Listening surveys and collsagus groups
ambitiens » Traning and development » ‘Accelerate management development courses
*  Innovaton * Recognition and reward
» Colleague engagement
Suppliers
Qur brand relies heavily on the high * Quality management = Far East trading office developing mutually beneficial
standards of our carefulty selected * Cost efficiency relationships

suppliers in order for us to delver market- |

Ethical Trading poli * Logistics eficiencies and environmental managemenit
leading products and services 9 poley 9 ?

* Speed to market *  Supplier conferences
» Secunty of supply

Investors
As a publcly listad company we need to ¢ Future-onentated information * Integrated reporting page - explaned IEC
provide far balanced and understandable | « Risk information * Consistent KPIs provided through clear and regular updates -
nformation 10 nstl trust and confidence |, Operating and financial performance see pages 22 10 24
and allow nformed nvestment dectsions .
1o be made s Dnadend Responding to investor queries and meeting requests
* Access o management = Recognibon in Social Responstbility nvestor ndices e g
FTSE4Good
Communities
We am to contrbute positively to the * Impact of Group actvities on the * Re-Cycle partnership
communities and environment In which we wider commurity *  Onley Prison workshops giving trareng and employment
operale « Developing future customers opporturktes for ex-offenders

*  Free kids' holday bike clubs - see page 5
« Cub Scouts Cyclist Actvity badge workshops - see page 5
*  Stores will donate payroll hours to engage wrth local charities

Media
As a business-to-consumer company * Relable range product and pricing * Product videos and pesr reviews
we need strong omnichannel exposura nformation * TV and radio advertising campaigns
to connect with customers and our wider | o Transparency of refiable and tmely « Emaid and PR customer engagement
stakeholder audience
Group nformation s Improving Twitter, Facebook and YouTube content
* Monitoring and responding to comments and concerns on social
media channels
Government
Policies and regulatory changes may * Transpor policees and schemes + Cycle 1o work policy campaigning
provide both opportunities and nsk to »  COQ, reducton straleges * DAB Radio working groups

our operations Working closely with the
Goverrment ensures that our products
and sérvices evolve

* Drwver traiming and vehicle safety enhancements
* Engaging with VOSA, DVLA, TSI ASA and HSE

08 Getting Inte Gear
Halfords Group plc Integrated Annual Repart for the period ended 3 Apnl 2015



STRATEGIC
REPORT

OVERVIEW

SUSTAINABLE BUSINESS

RETAIL APPRENTICESHIP
SCHEME

Hatfords Autocentres has had an apprenticeship scheme for over 20 years and
currently has more than 200 apprentices ermployed in the business  Burlding on
that success Haffords Retail successiully piloted an apprenticeshp schemea dunng
the year ard m February formally launched a programma to place 500 apprentices
n stores over the first 12 months

Halfords goes above and beyond the usual apprenticeship model by offering
a pre-apprenticeship training scheme, which equips candidates wath four
qualificatons for those completing the three weeks mtensive training Halfords
Gear 1 level training a Retaill Level 1 certificate, an Employability & Personal

Development Certricate and Level 1 or 2 n Maths & Enghsh The scheme “We see huge potential
1s open to people who are not n education, employment or traiming and on for the programme to
completon of this tranng, candidates are iNterviewed and, if successiul, offered

apprenticeships get people back into

, work and a new wave
See more Information on Autocentres! R "
apprenticeship scheme on page 17 of talent into retail

STRATEGIC DELIVERY

CYCLE REPAIR

Durng the final quarter of FY14 we trialled a new cycle repar operating
model in just over 50 stores This proved successful with the growth in repair
salgs Quistnpping the rest of the stores and also a significant increase in the
average repar transaction value, reflecting the more complex work beng
undertaken By the end of FY15 the new model had been rolled out 10 405
stores 339 recemng a full rollout and 66 receming a smaller-scale option

Tha stores with full rollout recerved a dedicated repar work station, complete

with a parts washer and all of the necessary tools and equipment to do

anything from a basic puncture 1o a complex service or repar job In the

mayority of stores the work stations are in the back-of-shop space improving

efficency and productivity by taking the work away from the shop floor These

slores also recene a dedicated Gear 3 level techrucian each of whom have “We have now

had intensve cycle repar training upgraded our cycle
repair capability in
over 400 stores”

STOCK CODE HFD Og
halfords annualreport2015 com




STRATEGIC DELIVERY

3-GEARS
PROGRAMME

Two years ago we launched ‘3-Gears' a qualfication programme that trains
and rewards colleagues for gaining expertise The three Gears represent the
different stages of qualfication

GEAR 1 - Gear 1 apphes to all colleagues and 15 completed over therr first
three-month pericd with Halfords We use structured e-learning modules
that cover retail skills, product knowledge and customer service The
cutcome 1s that all store colleagues will be qualified to serve customers

GEAR 2 - Gear 2 nvolves a nine-month training pragramma which
leads to an expert level of product knowledge with a specialism in either
Auto & Leisure or Cyching Tution is bath through e-learning and face-to-
face traning programmes There are reguiar refrasher courses for Gear 2
colleagues and a pay award for those who attain this level

GEAR 3 ~ Gear 3 colleagues are our Gurus They are product experts who
are qualified o tran others They keep ther skills and knowledge current
and market lgading - through workshops  attending product and trade
shows and by knking with and visiting suppliers Our Gurus also receve
leadership development and a pay award

By the end of FY15 46% of our colleagues had qualified for Gear 2 and

we had over 300 Gear 3 levsl colleagues We anticipats around 80% of
colleagues beng Gear 2 qualified by the end of FY16 along with two Gear 3
Gurus i most stores

We are afready seeing the benefits of the nvestment in traning  Firstly

we have more mult-skilled colleagues Rather than having one fitter per
store we have many colleagues capable of replacing bulbs wiper blades
or batteries, or child car seats enabling us to meet demand Secondly we
are aready seang an upift in sales metncs with average transaction value
number of items per basket and average gross profit per basket all up
several percent Finally the Net Promoter Score has improved significantly,
with @ final quarter result of 77% compared to 55% two years ago

+22%

NET PROMOTER SCORE

FY13 55% FY15 77%
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OPERATIONAL
REVIEW

“This was another
year of strong Retail
performance, drnven by
our actions to improve
the product and service
offer. The results dlustrate
how we’re beginning
to build a significantly
enhanced Retail customer
experience.”

Total Group Revenue

Divisional Sales %
Retal 85 4%
Autocentres 14 6%

Retail Categones %
Cycing 34 4%
Car Mantenance 32 2%
Car Enhancemenmt 21 6%

Travel Solutions 11 8%
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A YEAR OF STRATEGIC
PROGRESS, STRONG SALES
GROWTH AND IMPROVED

PROFITABILITY.

The repositioning of Halfords Retail
to offer an enhanced customer
experience 1s now well under way,
with sigmficant steps taken dunng
the year.

This has resulted tn a strong sales performance
particularly n Cychng and Car Mantenance

as well as further improvements N customer
feedback scores Under new leadershup,
Autocentres has a clear strategy centred on
butlding trust and the early signs are encouraging,
ncluding an improved sales performance through
the year There is plenty more to do and FY'16 will
be the busiest year of nvestment actmty under
our Getting Into Gear Retail plan

All reference 1o FY'15 performance n this review 1s
in respect of the proforma 52 weeks to 27 March
2015, unkess otherwise stated

SUMMARY OF GROUP RESULTS

Sales of £1,004 9m were up 6 9% with ke-
for-lke ("LFL") revenue growth of 6 8% Group
gross margin fell by 40 basis points to 53 2%
Total operating costs rose by 5 7% pnmarly as
a result of the strong sates volumes, the logistics
transibon and investments made in key areas
of the business Investment 1 the expansion of
Autocentres continued as the business added
nine centres (with seven closures making a net
addition of two) and in Retall we opened four
Cycle Repubhc shops

Group earnings before nan-recurnng ttems
tinance costs, depreciation and amorhsation
("EBITDA" were up 8 7% to £109 8m Group
earnings before tinance costs, tax and nor-
recurring items (“EBIT) were £84 6m, which
compares with £77 8m in the pnor year Profit
before tax and non-recurning items was £81 1m
and earnngs per share before non-recurnng items
were 32 7p, up 11 4% and 13 8% respectvely

The cash flow performance was robust with
Increased operating cash flows more than
offsetting the impact of our capital expenditure

Gething Intc Gear

programme and the Boardman Bikes acquisition
Group nwentory fevels were reduced marginally
despite the addtion of Boardman fikes and
continued strong Retail sales growth Net debt at
the end of tha year was down £37 8m at £61 8m,
with a non-leasa-adjusted net debt EBITDA (52
week) ratio of 0 6 1 versus 1 0 11n the prior year

The Board has recommended a final dvidend of
11 O pence per share (FY14 9 1 pence) which

if approved, would take the full-year dradend

t0 16 5 pence per share If approved, the final
dvidend will be paid on 28 August 2015 to
shareholders on the register at the closes of
business on 7 August 2015 The Board continues
to look to mantain a ¢ 2x drdend cover over the
medium-term growing full-year dmdends broadly
in line with earnings per share growth Based on
ihe proposed final ddend, the ratio of interm
and final dmdend payments has moved In line
with the target of ¢ 30 70

OPERATIONAL REVIEW RETAIL

Halfords Retall praduced another year of strong
sales performance with sales up 6 8% to £857 9m
LFL growth of 7 0% and online growth of 14 3%
reflected the improvements made in the range of
products and brands avalable customer-centne
offers colleague engagement, and traning
Weather conditions wers favourable for Cycling
durng the summer and for Car Mantenance
durmng the fourth quarter but the mam drver of the
better performance has been the actions taken

by managernent and colleagues Cychng was the
highest growth category with sales up 11 4% and
continues 1o be the largest element of Retail sales
However, FY15's pedommance was more broad-
based with Car Maintenance sales up 8 5% and
Travel Solutions sales ncreasng by 5 4%

Within Cycling, all slements ware in growth
Premum Bikes was the standowut performes with
LFL growth of 24 9%, following growth of 23 9%
In the previous year Childrens Bikes salas were
also strong with 13 3% growth, particutarty dnven
by older children's bikes, with sales up 40 5% due
to an enhanced range and a successiul “Does
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Anything Beat a Bke?" Chnstmas marketing
campagn Reprasenting approximately one half
of premium-cycle sales Cycle-To-Work revenues
grew by 15 4% Sales of Parts Accessories and
Clothuing {"PACs") grew by 8% which was lower
than we would have Iiked, it rernains an opporturnity
that we are well postioned and determined to
fake Shortly after the end of the year wa launched
a range of Beardman clothng Cycle Reparr sales
were up 17 8% with second-half sales up 27 3%
helped by the roll-out of the new operating model,
wiich 1s now in aver 400 stores

The strong periormance of Car Mantenance
products and senices was pnmarily driven by Parts
and Workshop The sale and fitting of bubbs wiper
blades and battenes {“3Bs"} agan represented

the largest single element of the calagory and the
fitting of these parts grew by 13 6% Just before
Chnistmas the number of 38 fitting jobs exceeded
100,000 in a singte week for the first ime and the
week between Chrnistmas and New Year saw the
hghest ever sales of both battenes and blades
helped by the 3-Gears training programme, which
means we have more multi-skilled collsagues n
our stores Workshop sales were aided by the very
successful Halfords Advanced 200-piece socket
set complete with lifetime guarantee

Car Enhancement LFL revenues decreased by
05% Sat Nav and Audio sales continued to reflact
structurally declming markets but Car Cleaning
revenues grew by 12 6% boosted by new gifting
ranges and a focus on brands of choice

Travel Solutions LFL revenues nmcreased by

5 4%, drven by Travel Equipment due to

strong product and promotion offers and Chuld
Car Seats, with the mvestrment n training resulting
I a sigruficant mcrease n the number of our
accredited car seat fitters

Onling Retall revenues grew by 14 3% and
represented 12 2% of total Retall sales (FY14

11 3%) The growth was aided by the continual
developments and enhancements beng made

to the online proposition as well as an nereased
extended range with customers now able to
access around 160,000 products online The
importance of our store network and service
overtay 15 highlighted by the strength of Click &
Collect with over S90% of orders picked up n store

Total In store service income Increasad to £26 7m
wath the majority of revenues flowaing from 38s
fittmg and Cycle Repar

OPERATIONAL REVIEW AUTOCENTRES
Total Autocentres revenues were Up 7 6% and on an
LFL bass, up 5 3%, mproving dumng the year fom
43% n the first quarter to 6 6% n the final quarter
Gross margn reduced by 109 basis ponts nthe

year due 10 the tyre sales mx. Core Serwee, MOT
ard Repar margns were margnaly up n the year
Operatng costs ncreased by 6 7% with the vast
rmayonty of the norease coming from new centres

STRATEGIC
REPORT

STRATEGY

operad nrecent years and the balance due 1o pay
nses, enhanced tranng and nvestments N supportng
functions EBIMDA ncreasad margnally to E7 6m

Nine new Autocentres were opened and seven
were closed, talang the total number of Autocentres
locations to 305 at the end of the year 10-15 new
centres wil be opened n the year ahead and sub-
optmal centres will contnue to be closed as a matter
of course

HALFORDS BUSINESS REVIEW

RETAIL

Halfords mission is 1o Help and Inspre
Custormers With Ther Lite on the Move within the
following categones Supperting Drivers of Every
Car, Insping Cyclists of Every Age and Equipping
Families for ther Leisure Time

Equipping Families for thew Leisure Time gwves the
flexibility to extend the range introduce innovatve
products and leverage space However the vast
majority of management’s focus 1s currently on
Supporting Drivers of Every Car and Inspinng
Cyclists of Every Age as these markets are
significant and, with strong execution management
anticipates sustanable opporturities for growth

The Retal strategy, Getting Into Gear 1s based
on the following five elements designed to
significantly enhance the customer expenence

1 Service Revolution — up-skiling colleagues’
capability to bring about a step change in
customer service

2 The 'H' Factor — reasserting the busness
proposition authonty to Support Dnvers of
Every Car, Inspire Cyclists of Every Age and
Equip Families for Thexr Leisure Time

3 Stores Fit to Shop — investing to raise
the Halfords store estate to a standard the
businass 1s proud of

4 21= Century Infrastructure — providing
systems and infrastructure 1o suppon
nereasing senice and sales lovels

5 Click with the Digital Future — creating a
servce-led modern digital proposition

On pages 14 and 15 we have set out our
progress on these five prionties

AUTOCENTRES

A refrashed Autocentres strategy was launched

n the year under new leadership, with a focus

on buikiing trust with our customers Trust in the
autornotive service and repay sector Is key to
attracting and retanng customers Investment
dunng the ysar was focused on new centre
openings, Including a new concept tral in Croydon,
and technology, ncluding the latest diagnostic
equpment to keep Autocentres at the forefront of
capability and also a mobille-optmised webside with
online booking capability The plan also ncludes
closer working with the Retai stores Dunng the
year Autocentres started using Halfords battenes

STOCK CODE HFD
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and ol in its centres and running a consistent
Halfords 5-point winter checks campagn in stores
and centres Trust Pilot 1s used as a measure of
monitonng the service iImprovements and as of
May 2015 this had increased significantly to around
8 5 out of 10 The early sgns are encouraging but
there remains much to be done

COMMUNITY ENGAGEMENT

We continue to take steps 1o ncrease our
community engagement and have set out our
progress in a number of case studies throughowt
this annual report See pages 5, 9, 17 and 36

CURRENT ACTIVITY

The year ahead will be a busy one both for
product developments and further progress under
the strategic plans in Retal and Autocentres

In Retail there will be new bike ranges, ncluding
VooDeoo n June a children'’s range in the autumn
and Boardman n the fourth quarter, as well as
filing gaps within ranges including the introduction
of several premium women's bikes Dunng the year
we will also re-lay our cycling departments, at the
same tirme ratonalksng the range and refreshing the
merchandising Cycling department colleagues will
receve a face to-face traming course throughout
the summer, amed at further equipping colleagues
with the capabilty to sell customers the nght bike
and the nght accessones Within Auto  there will
also be new product launches nchuding tool sets
n-car connectnaty solutions and an extended
range of n-car dash cams Merchandising
enhancements, ncluding a wider roll-out of
alectronic vehicle registration look up screens and
enhanced 3B displays, making product selection
simpler will also be iImplemented

Also within Retail 1s the taunch of a marketplace
inatve online This enables Halfords customers

to access thousands of addiwonal Auto and
Cycling products through Halfords corn These
products are delivered drrect from the vendor to the
custormer, without Halfords needing to hold

the inventory

In Autocentres we remain commutted to new
centre operings with 10-15 planned tor the year
along with the commencement of a roll-out across
the wider estate of the low-cost but high-mpact
learmngs from the Croydon concept centre tnal

In addition, productmty utilsation and customer
retention are focus areas

And the best until last on behalf of the Board |
woukd B to thank all colleagues for ther fantastic
contribution, support and commitment to the further
progress and strong performance made n Haffords
this year It has been a pleasure to work with you
over the past year | would also like 1o welcome Jil
McDonald, our new CEQ and we all look forward to
warkng with her in the years ahead

Denmis Millard
Charman
4 June 2015

13




STRATEGIC REPORT » STRATEGY

RETAIL STRATEGY
GETTING INTO GEAR

Our
5-point retail
priorities support
sustainable
long-term
growth

“Halfords’ mission 1s to help
and inspire customers with
their life on the move by:
Supporting Dnivers of Every
Car; Inspinng Cyclists of
Every Age and; Equipping
Families for their Leisure
Time.”

14

SUMMARY OF OUR

FIVE RETAIL STRATEGIC
PRIORITIES AS WE
ENTER THE THIRD
YEAR OF OUR PLAN.

service revolution

Offenng a significantly enhanced
retail expenence for our customers
and colleagues 1s /imperative.

in the last two years we have reduced the number
of store colleagues by around 1,500, but at

the same trme increased the average weekly
contractual hours worked per colleague from 17
to 25 We also overhauled the recnatrment process
and launched the 3-Gears traning programme

Al ot these are designed to increase colisague
loyalty, engagement and product knowledge

and expertise which in turn leads te improved
customer service This has been ewidenced by an
uphtt In the net promoter scare from 55% in the
final quarter of FY13 to 77% n FY15 In addition
turnover of colleagues within three months of
jning has reduced from over 20% in FY13 to

9% by the end of FY15 Cur Retal engagement
score has increased from 64% pnor to the

launch of Getting Into Gear to 81% in Apnl 2015,
and Halfords cimbed to 18th in the 2015 hst of
Sunday Times Best Companies To Work For

Qur 3-Gears traning programme continued to
ba rolled out by the end of FY15 nearly all store
colleagues had attaned Gear 1 accreditation
46% had qualified for Gear 2 along with over

Getting Into Gear

300 colleagues at Gear 3 tevel On top of the
3-Gears programme we operate management
development training programmes, “Aspire” and
“Accelerate” which hetped us to fill around 60%
of stara managermant vacancies internaly

OUTLOOK

By the end of FY16 we am to have 80% of
store colleagues through Gear 2 as wall as two
Gear 3 colleagues per store We will also turn
our attention to annual as well as three-month
colleague turnover

the ‘h’ factor

We are ensunng that Halfords has
the products and services that
our customers want and that they
choose us as thetr number one
destination to get them.

in order 1o do this our products and services in
Auto, Cychng and Lessure are constantly growing
and evohing Within Austo we have launched Car
Parts Dwrect, gvng customers access to 130,000
car parts that were previously out of reach through
Halfords In Cycling we have launched a new bike
brand, 73 as well as contnuously refreshing and
updating our ranges Including a naw junior range
within Boardman and refaunching our Carrera
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brand The acquisiion of Boardman Bikes in June
2014 gives us the opportunity to leverage the
brand as ewidenced by the recent launch of a
Boardman clothing range

Another key part of “H" Factor 1s our growing
involvernent in the wider cormmurity which 1s
explaned in more detal later i this review

OUTLOOK

Locking ahead, we will be mtroducing new ranges
In children’s bikes, VooDoo and Boardman as
well as plugging some range gaps, mncluding

the introduction of female bikes in both the 13
anct VooDoo brands Cur involvement with the
women's cycling Breeze partnership will ncrease
and we will teach bike maintenance to even more
children in stores and in schools In Auto we are
launching new products including a number of
exclusve branded items as well as implementing
an extended range marketplace which will further
increase the quantity and range of products
available 1o our customers

stores fit to shop

Our journey to improve the overall
Halfords customer expenence also
requires changes to our physical
footpnnt

We have been learning as we progress through our
refresh programime and we now have a menu of
ophons avatable to apply to stores, rangng froma
smple “space swap” to a full refresh By the end of the
year we had refreshed a total of 72 stores with postive
responsa from customers and coleagues 41 stores
recened a “space swap”, which rvobves optmgng
space aliccation without changing the ook and fedl of
the store and 405 stores were smplanted with the new
cycle repar operatng model mvobing dedicated work
stabons, new tooks and highly-raned mechanics

Another part of Stores Fit to Shop s Cycle Republic,
a new cycing-only store format targeted at the areas
n whuch Hatfords 15 under-represented ity centre
locations especially London and the more premum
and enthusiast sectors of the cycling market By
March 2015 we had opened fow of these shops

STRATEGIC
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QUTLOOK

Wa anticipate refreshing a cumulative total of
around 150 stores by the end of FY16 Addiionally,
tha performance of our Cycle Republic stores o
date has gwven us the confidence to open around
11 more by Aprl 2016

21st century
infrastructure

Our ability to offer great service
and products in-store and online 1s
built upon a sohd infrastructure

At the outset of Getting Into Gear we explained
how we needed to invest i our IT infrastructure
The first step was to fix the basics, including an
upgrade 1o our SAP system and a consohbdation
of data centres This has provided a secure

and stable foundation on which to make further
mprovements and launch new initiatives, such as
an eBay shop Tablets were rolled out to all stores
during the year

No child went without ther bike over Christmas
and our website was stable and high customer
service levels mantaned throughout the Cyber
Weskend peak FY15 was, however a challenging
year for our Warehouse & Distnbution function

bt we have learned a lot and have a medium-
term plan going lve in summer 2015 designed

to maintain high customer senice levels whilst
mitigating future cost increases

QUTLOOK

The year ahead will see improvements to store till
hardware as well as a roll-out of elecironic vehicle
registration lookups Within logistics, we'll embed
our medume-term transport solution and review
the optimal long-term optons

STOCK CODE HFD
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click with the digital
future

With changing customer shopping
habits, online sales are becoming
an ever increasing proportion of
our total sales, particularly for
cycling and technology products

Since relaunching our website including a mobile-
enabled version in FY14, we have focused on
continually upgrading and developing our online
proposition During the year this ncluded the
launch of Click & Collect n Ireland ve chat and
online number-plate ordenng In November 2014
we launched an eBay shop opening up a new
channel for customers 1o shop with Halfords, and
n March 2015 we refreshed the man website
design tmproving the customer journey and
creatng seasonal zones

Over 80% of our online sales are picked up N
store drving footfall nto our shops and enabling
us to showcase our service offers and expertise

QOur social media presence has been
strengthened, including an in-house digrital
studio that enables us to keep our YouTube site
well stocked with product rewiews and “how
t0" gudes One of our campaigns, the Bike
Whisperer, was award-winning during the year

OUTLOOK

In the year ahead we will commencs development
of a transactional Cycle Republic websiie as well
as launching the extended range marketplace We
will also be making Halfords stores avallable as
locations for customers to pick up parcels ordered
from other selected retallers, gvng us access 10 a
new custormer base
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AUTOCENTRES
STRATEGY

“We want to build a loyal
and satisfied customer
base, and this can
be achieved through
our scale, convenient
locations and technical
expertise.”

16

BUILDING OUR AUTOCENTRES
BRAND IS AN ONGOING
PROCESS AS WE LEVERAGE
OUR CAPABILITIES AND
SCALE TO STRENGTHEN OUR

RELATIONSHIPS.

We recognise that with any brand,
trust is key to attracting and
retaining customers Our strategy
to achieve this I1s four-pronged,
and at the centre are our people

Be first choice
for motorists

Making our Autocentras the first choice for
motonsts across the UK 1s both the first step and
the ultmate aim of our strategy

We want to buld a loyval and satisfied customer
base, and this can be achieved through our scale,
convenient locations and technical expertise
Offering consistent service and pricing, such as
our single price MOT will help to position Halfords
Autocentras as reliable and dependable across
the naticn W aim 10 provide an easy enling
booking system, including mobile devices

Getting Into Gear

Give a service that
customers come
back for

Whule our convenient locations and consistent
pricing can atiract new customers great service
1s what will keep them commng back We are
creating a culture of customer service among
our colleagues where therr skills, knowledge and
attitude combine to form great relationships with
our customers

To attract and ralam the most passionate and
skifled colleagues to our autocentres

we arg focused on improving recrutment and
engagement We offer competitive benefits,
ongoing technical franmng and are making
improvements to working conditions  To nurture
our colleagues abilities we are priontising
training and development in line with
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that of the Halfords Retaill business Alongside
this, our apprenticeship programme 1s delivering
colleagues with the values of quahty service
already nstlled Around 200 apprentices are on
board so far with more bang recrutad towards
the goal of having one in every centre

In order to conbnue learning, we regularly review
feedback from our customers All our colleague
ncentves arg underpinned by customer sensce
measures gvng them an extra level of motvation
to deliver exceptional service We believe great
service, delvered by engaged and motvated
colleagues, who value customer feedback
guaraniees a loyal and satisfied customer base

Run a Grand Prix
operation that we
are proud of

Excellent techrical service 1sn t all our customers
axpect We want centres we can be proud of
offering customers the consistent experience they
expect from the Halfords brand That means clean
and tidy receptions fnendly colleagues wiling

o help and a great environment to wait for ther
vehicle We want our colleagucs to do the best
job they can and we Il continue to nvest n the
latest equipment to help them take pride in what
they do

50 that we can keep delivering on our goal of
bulding trust, we have struck a balance between
expansion and improvermnent We have slowed

the number of new centres opening in crder to
imprave the quality of existing locations This year
nina new centres were opened, including a new
concept centre in Croydon - see more information
In the box above nght

Leverage the Halfords

brand and Group

capabilities
The strength of the Halfords brand and the wider
Group capabiliies will help to ensure the success
of our Autocentres While Retail and Autocentres
are separate parts of our Group ther capabilities
are clearly inked, and cross-seling our seraces s
a key part of our strategy going forwards

{ffers n common acress both Autocentres and
Retail will be based on our knowledge of each
customer base, and will encourage customers

of each to become customers of both These
incentives, along with the ability to push our Retail
prodicts i our Autocentres, can improve the
performance of the Group as a whole In the fast
year wa introduced Halfords branded battenes
and lubnicants to a¥l Autocentres

STRATEGIC
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STRATEGIC DELIVERY

CROYDON
CONCEPT
CENTRE

In October 2014 Halfords opened a
concept Autocentre In Croydon The
theme of bullding trust 1s central to the
proposition, with large viewing windows
onto the workshop area as wall as TV
screens showing techrucians undertaking
waork on customers vehicles and orange
customer service pods wherg colleagues
can tak to customers n an cpen and
relaxed setting The overall environment has
been made attractve to customers with a
bright, colourful reception area equipped
with comfortable seating, refreshments and
free wifi

SUSTAINABLE BUSINESS

AUTOCENTRES

APPRENTICES

The Autocentres apprentice prograrm has
been running for over 20 years, with more
and more apprentices being taken on

each year There are currently around 200
apprentices in the busness and 100 new
places have been made available for the
year ahead, which will be a record miake
The am 5 to have at least one apprentice n
every centre by 2018

The program s spread over three years
and consists of blocks of 2-week residential
courses By the end of the programme the
apprentices recene a total of 22 weeks of
learning and qualify to NVQ fevel 3

STOCK CODE HFD
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The customer and colleague response
has been excellent and the key elements
of the concept will be applied to new
centre openings going forward There will
also be a light touch rollout of the lower-
cost high-impact aspects to the existing
portfolio of centres over the course of the
next three years

There 1s a graduation cerermony every
year, the most recent of which saw 36
apprentices graduate We arg extremely
proud that the 2014 Apprentice of the
Year has progressed to the World Skills
Final and 15 In a team competing to
represent the UK at the finals in Brazil
later this year
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MILESTONES

Milestones colleagues

3-Gears

Reduce % of calleagues leaving within three months

Colleague engagement

Milestones operational

Autocentres opened

Annual Part, Accessones and Clothing {PAC) sales growth
Cycle reparr sales growth

Improved cycle departments

Stores n a refreshed format

Milestones customers

Retailer net promoter score

Stores working stock outside peak trading hours
Sincs g introducuon o MOTe fleguant deivenss this ts no lorger relevart

18 Getting Into Gear

FY15 Target

¢ 50% Gear 2
qualfied

<12%

not applicable

FY15 Target
10-15

20%

25%

180

¢ 50

FY15 Target
>75%

majonty of stores

FY15 Achieved

not applicable

FY15 Achieved
9

8%
18%
@
®

FY15 Achieved

no longer apphcable*

FY16 Target
c 80% Gear 2 qualified and two
Gear 3 colleagues in most stores

maintain FY15 levels

>85%

FY16G Target
10-15

20%
25%
already complete

c 75

FY16 Target

maintain FY 15 levels

no longer applicable*
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SUSTAINABILITY

MEASURES OF THE IMPACT OF OUR OPERATIONS

We recognise that our business can have a drect, as well as indirect, effect on the environment  Wae are committed to understanding any impact that our
products, stores, Autocentres, support centre and delivery fleet have on the environment The data presented below allows us to monitor our mpact and
manage it responsibly, making mprovements wheraver feasible A great deal has been achieved already such as the 90% increase i battery recycling and
40% ncrease n tyre recycling within our Autocenire business and ke other businesses, we will be undertaking a comprehensive assessment pursuant to the
Energy Savings Opportunity Scheme in the forthcoming year wiich we hope will identify further opportunities for us 1o continue to mitigate our impact on the
environment Duning the year we increased the frequancy of deliveries to our Retall stores in response to an ongoing shift n product mix towards bulkier items,
changing customer service needs and expectations, and nsing anline sales This combined with high growth in the volume delivered, increased the number
of defivenies and ktres of fuel consumed by our transport operation in the year One of the benefits from a more frequent delivery schedule i1s a reduction over
tmea, n the number of deliveries by third party couners, which will help to offset the increased fuel consumption within our own transpon operations As part of
the 50 39 store refresh programme we have Implemented improved store kghting and customer facing tive displays such as TV screens and VRNs, which help
to improve the customer’s N store experience and the look and {eel of a Hatlords store This has resulied in electricity usage increasing year on year in those

re developed stores

The following table provides measures for the impact of our operations in the financial year The mandalory data required by the Companies Act 2006
(Strategic Report and Directors’ Report) Regulations 2013 1s included here Data for all matenal emissions that are within our operational control and therefore

our responsibifity are included

2015 2014
Distnbution Centre Transport
Kilometres Driven Total! 9 5m m
Litres Fuel 2 6m 19m
Number of Retal Deliveries 90 5k 30 2k
Volume Delivered 830 8k BFE? 689 Sk BFE2
Etficoncy BFE? per Load 46 5 BFE? 52 6 BFE?
Distnbution Centre Operations
Uruts Despatched 71 0m 69 5m
Units Recened 69 Om 68 Om
Bikes Despatched 13m 12m
Bies Recewed 13m 15m
E-Fulflment COrders T24k 350k
E-Fulfilment Units Despatched 884k 580k
Warshouse Pallet Moves 336 7k 467 3k
Distance Travelled Internal MHE? to the Distnbution Centres 600k miles B00k miles
Recychng
Distnbution Centre Driven Recycling Revenues (cardboard plastic) c £300k C £300k

Tonnes of Car Batteries Recycled by Retall

2,825 (equivalent to 2,017 (equivalent to

183,000 battenes) 134 000 batienes}
Car Battenes Recycled by Autocentres 9,306 4,897
Tyres Recycied by Autocentres 450,413 321,445
Ol Recycled by Autocentres 1,066,600 Iitres 950,568 Iitres
% of Autocentres Waste Recycled 87 B84
wWater Consumption
Retal Water Consumption 70,414 m? 7148502 m?
Autocentres Water Consumption 46,795 m?® 42,277 m?
Global Greenhouse Gas Emissions® 1CO,E ICOE
Retal Combustion of Gas 6,636 51 719031
Autocentres Combustion of Gas 2,219 90 3,092 46
Cars on Company Busingss® 87178 B850 52
Retail Directly Purchased Electricity 28,630 46 23117831
Autocentres Directly Purchased Elecincity 4,197 51 3,124 54
TOTAL 42,556 16 37,375 64
Company's Chosen Intensity Measurement tCO,E per £1m Group Ravenue 41 50° 3977

1 This represents tha idlometres driven by transport under our diract control and does not includa kilometras deven by thed party couner frns During the year we Cormmendced move fraquent
deliver

aeliveries 10 our Retall stores Trus nncraases the idometres driven by our awn delivery fleet but reduces the number of couner

Bulk FHow {picking cage) Equivalent
Mechanical Handing Ecuipmant
Carbon Trust Conversion Factors Energy and Carbon Conversions 2013 update

o oewN

Based on 53 week penod

STOCK CODE HFD
halfords annualreport2015 com

L

An estimate based on pravious usage takng as a basls the Averaga Patrof Car and Dresal Car Carban Trust Convarsion Factors Energy and Carbon Conversions 2013 update
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STRATEGIC DELIVERY

CYCLE REPUBLIC

Cycle Repubic ts a new cychng-only store format focused on city
centre [pcations, wherg Halfords has a low market share Cycle
Repubirc ams to offer award-winning bikes at unrivalled value and
best-in-class servicing and repar served by colleagues for whom
cychng 1s more than just a hobby s ther way of life!

Bikes are priced from £200 to £6,000, principally comprising Halfords'
own exclusive brands such as Boardman 13, Pendleton and Canmera,
and complemented with brands such as Pinarello, Cingth, Rateigh
Kona and Mongoose There is a much larger parts accessories and
clothing offer than in a Halferds Retail store, with ouer 1,000 additional
products stocked n a Cycle Republc shop Central to the proposiion
15 the cycle reparr offer Each of the Cyele Republc stores 15 equipped
with naw tools, a parts washer and several repar stations along with
multiple highly-trained mechanics

In December 2014 we opened the first Cycle Republic shop n Euston
Tower London By the end of May 2015 there wers five shops

three in London one in Norwich and one in Nottingham Four of the
shops are brand new premises for Halfords and one Twickenham

15 a conversion from a Halfords Retail store The early signs are
enceuraging and we antiwipate having around 15 Cycle Republic shops
by the end cf FY16




STRATEGIC
REPORT

Performance

Key Pertormancs Indicators (KPIs)

Chiet Financial Officer s Review
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STRATEGIC REPORT » PERFORMANCE

SHAREHOLDER
KEY PERFORMANCE INDICATORS

KPI Definition Commitment Performance Histone Performance
Underlying Profit | Measures the normal underlying The Board considers Undertying profit grew 2015
before tax perfarmance of the business after that this measurement by 11 4% year-an-year 2014 | ©72.8m
rermaving non-recurnng tems of profitability prowides with the strong sales 2013 | £72.0m
stakeholders with performance reflected in Em
information on trends and mproved profitabidity ZOT
performance
Undertying Undertying profits as defined above EPS 1s a measure of our As a result of the Increase 2015 327p
Earnings per dnded by the number of shares in Issue | investment thesis and as in underiving profit before 200 ([JEETS
Share such we aim to manage tax EPS rose by 13 8% 2013 2770
revenues and margins and 2012 | 33.7p
invest n long term growth 2011 | [ a32p |
EBITDA Earnings before Interest Tax, Tne Board considers EBITDA improved by 8 7% 2015 £109.8m
Depreciation and Amortisation that this measurement reflecting the improved 2014
of profitability 15 a viable profitabiity flowing through 2013 |
alternative to underlying from the strong sales 2012 | 123 6m
profit and uses this growth 2011
measure 1o Incentivise
management
Dividend per Cash returned to shareholders as To maintan this policy The Board has 2015 16.5p
Ordinary Share a return on therr nvestment N the whilst retaining the recommended a final 2014
Company flexibdity to invest when dicddend of 11 0 pence per 2013 17.4p
opportunities arg 1dentified share (FY14 9 1 pence) 2012
taking the full year dividend 51—
to 16 5 pence, an increase
of 15 4% The Board wiil
continue to mantan a ¢ 2x
dividend cover over the
medium term
Total Revenues Total sales revenues from all business Tha Group Is committed Group revenues wera up 2015 £1.004.9m
actmbies to growing sales nall of is | 6 9% and exceeded our 2014
core trading actmties £1bn target a year ahead 2013
of plan 2012 | £863.1m
201 |
Net Dabt Bank debt plus finance leases less The Group remans strongly | The Group has continued 2015
cash and cash eguvalents both n-hand | cash generative and its strong track record of ZDT
and at bank continues to nvest in the operating cash generation E‘

busingss The Board 1s
committed to mamtaining
an efficient balance sheet
returruing any surplus
capttal not required to fund

|

202 £138.2m

N

=1
]
by
o2
a
o
3

growth to shareholders
Free Cash Flow Cash generated from actnites, less The Group has a track The Free Cash Flow 2015 £86.4m
taxation capual expenditure and net record of robust cash of £66 4m s after the 204 IR
finance costs generation which the Board | Boardman acquisition 2013 |
intends to continue and increased capital ZOT
expendiure as we progress m‘

through the Getting Into
Gear plan
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RETAIL

STRATEGIC
REPORT

PERFCRMANCE

KEY PERFORMANCE INDICATORS

KPI & Definition Commitment Annual Performance Histonc Performance

Like-for-Like Sales We are commitied to maximising Retal sales performance n FY15 2015

Like-for ke sales represent revenues our like-for-kke sales opporturities in was up 7 0% on an LFL basis witha 2014

from stores trading for greater than 365 whatever economiIC environments we broad-based performance although 2013 | Badd

days and include revenues denominated | find oursetves the Cycling category was the standout | 222 2o

n foregn currencies translated at performer throughout the year wath LFL 200 —0

constant rates of exchange growth of 11 4%

Gross Margin Percentage Gross Profit 1s an important indicator of | The gross margn declined by 30 2015 | 51.5%

Gross Profit expressed as a percentage | the Company's financial performance basis points predominantly due to the | 2014 |

of Salas Within the business we focus on mix Impagct of hugher sales n Cychng, R 533%]

maximising cash generation particularly fower-margin Premium oz | Ak

Bikes, along with growth in thrd-pany =i kel

Gross Profit branded products in Cychng parts 2015 £342.0m

Gross Profit expressed as GBPs

accessores and clothing (“PACsT} and
Car Cleaning

e
2013 £387.0m

2072 YT
Underiying EBITDA The Board considers this measurement | EBITDA was up 8 7% year-on-year, Colll ez
Earnings before Interest Tax of profitability a viable alternative to with the strong revenue growth 2014
Depreciation and Amortisation undertying profit and uses this measure | reflected n mproved profitability 2013 | £34.6m
10 Incentivise management 2012 | Zitddm
2011 €121.9m

In-store Services

The stores offer a fitting/repair servce
when customers purchase replacement
products such as car bulbs, windscreen
wiper blades and batteries (3Bs)

Expert knowledge adwice and service
reman at the heart of the Halfords
customer offer and specificalty through
fittng This differentiates and defends
the Halfords offer and generates
attractive lgvels of return

We have nvested in our 3-Gears
training programme and in payroll and
national marketing to fulfil the demand
and make mora customers aware of
our unique offer and we increased the
number of jobs to 4 60m

2015 T

In-store Service Income

The sales revenue generated from all
our fithng and repair services, inciuding
the sale of Bike Care Flans

Expert knowladge advice and service
remain at the heart of the Halfords
customer offer and specifically through
fittng This differentiates and defends
the Halfords offer and generates
attractve lavels of return

The majority of this revenue stream

compnses 3B fithing and cycle repair
where sales growth of 14% and 18%
respectively helped increase total in-
store service income 1o nearly £27m

2012 2.98m
2011 | 2.54m

2015 ©28.7m
2014
2?1-;. £20.7m
2012 | £15.2m

200 IEET

Stores Trading in a Refreshed Format
The layout and offering withun our
stores 1s imporiant as the two formats
of choice (superstore and compact)
allow us to reach both large and small
catchment areas

‘We will continue to review the ines
available in each of our formats of
choce, looking to refresh or refurtish as
appropnate as we bebeve this enhances
ke-for-lke sales growth n thess stores

Dunng the year we contrnued the store
refresh prograrmme, areating modern
engagng and fendly store enwonments
that encouwrage browsing and nterachon
with colleagues

2014
2012 EGD
21 I

Underying Costs

(as a % of sales)

QOperating expenses from the Retad
business actmities expressed as a
percentage of sales

We are committed to an ongoing
focus on cost control This ensuras
an efficiont use of resources and the
correct cost base for the prevaiing
economic conditions

The slight reduction of 90 basis points
has driven a 5 4% ncrease In operating
costs Costs rose primarily as a result
of the Investrment in store colleagues
and refreshes, higher depreciation and
ncreased distnbution costs

205 41,85
o4

2012 S0.8%
2011 JiA%k

Online Sales

{as a % of Total Revenue)

Sales enacted via the web through
Click & Collect and Direct Delvery

The Intermet 1s changing the way our
customers shop and prowdes us

with new opportunities to grow our
business In the last few years we have
introduced two ways to shop online
Ciick & Collect and Direct Defivery

Online sales exceeded £100m for
the first ime, growing by 14 3%
and reflecting an increase in online
penetration to 12 2% A website
design refresh was completed n
the year, along with numerous other
enhancements

% of Web Customers Visiting Stores
% of onling sales using the Chick &
Collect offer and visiting stores after
researching onling

Our strategy s to seamlessly integrate
Halfords corn and our store operations
Our research tells us that our customers
like the convenience of buyng ontine
but also want to wistt our stores for our
axpert adwee and value-adding services

91% of online sales were collected
n-store, prowdng opportunities for
store colleagues to engage with online
customers

STOCK CODE HFD
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AUTOCENTRE

KEY PERFORMANCE INDICATORS

KPI& Definttion

Like-for-Like Sales

Like-for-like sales represent revenues
from centres trading for more than 12
months

Commitment

We are comrmiited to maximising

our hke-for-ike sales opportunities in
whatever economic anvirenmens we find
ourselves

Annual Performance

Total revenues were up 7 6% with like-
for-like sales improving from 4 3% In the
first quarter to 6 6% in the final quarter
10 end the year up 5 3%

Historic Performance

ans
014 Jo1%
203 +7.0%

w12

2011 lloan

Gross Margin Percentage
Gross Profit expressed as a percentage
of Sales

Gross Profit
Gross Profit expressed as actual GBPs

Gross proiit 18 an important indicator of
the Company's financial performance
Wrthin the business we focus on
maximising cash generation

Gross profit was up on the prior year
due to the strong sales periormance,
but margins down by 109bps due to
ncreased tyre sales mix The margins
on Service, MOT and Repair work
tmproved marginally in the year

o

203 a3 7%
2012

2015 £83.1m
274
2013 £80.im
2012 £73.0m

EBITDA
Earnings before Interest Tax
Depreciation and Amortsation

The Board considers that this
measurement of profitability s a
wiable alternative to underlying profit
and uses this measure to ncentwvise
managemeants

As anticipated, EBITDA was up
marginally year-on-year

Number of Centres
The number of Autocentre servicing
centres within the UK

Qur research on the geography and
demographucs of the £9bn Car Servicing
and Repar market and of our local
catchment stizes shows that there 1s
scope for up 1o 600 autocentires

We opened 9 new sites In the year,
including a new concept centre in
Croydon and closed 7 We expect 1o
open a further 10-15 centres over the
next financial year

|

N
=4
]
.
"
=]

Jobs per Productive per Week
("IpppW")

Toial jobs undertaken by the Gentres
dmded by the average number of
productive technicians and apprentices

We aim to increase sales in existing
centres and make use of spare capacity
n our techrucians We beheve that we
can continue to raise pppw without
needing to obtain more fixed-cost
labour

Wa continue to utiise capacity within
our centres with additional Service/
Mechanical/Repar work as well as
growing the tyre mix

[}
=t
S

o1

Online Bookings

The number of service bookings made
via halfordsautocentres com aganst
those made direct with the Centres

Enhancing our online offer and
further exdending our onhne presence
through both Halfords com and
halfordsautocentres com 1s a Group
wvastment prorty

We continue to invest in our onling
presence with a mobile-optimised site
launched in the year, enabling online
bocking

2015 321488
235,285
202
w2
138951

g

W
e
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STRATEGIC
REPORT

PERFORMANCE

CHIEF FINANCIAL OFFICER’S

REVIEW

FINANCIAL RESULTS
53 weeks 52 weeks 52 weeks
ended ended ended
3 Apnl 27 March 28 March
2015 2015 2014 52 week
£m £m £m change
Group Revenue 10254 1,004 9 9397 +6 9%
Group Gross Profit 5463 5351 504 2 +6 1%
Group EBIT* B7 6 846 778 +8 7%
Group EBITDA™ 1133 109 9 1011 +B 7%
MNet Financa Costs {35 {3 5} 50 -29 5%
Profit Before Tax and non-
recurmng tems 841 811 728 +11 4%
Profit Before Tax after non-
recurring tems 838 808 726 +113%
Basic Earnings per Sharg
before non-recurmng tems 34 1p 327p 28 8p +13 8%

EBIT denctes earnings before net finance costs tax and non-recumng items

*  EBITDA denotes earnings before net finance costs tax deprecration amortisalion and non recurmnng items

The FY15 accounting penod represents trading
for the 53 weeks to 3 April 2015 {*the financial
year") The comparative period FY14 represents
trading for the 52 weeks to 28 March 2014 {“the
prior year”) We beheve that the proforma 52
waeek resutts for FY15 better reflect the underlying
performance of the business when compared to
FY14 On this basis all commentary included in
thus report 1s based on the 52 week period to 27
March 2015 (“the year™} unless otherwise stated

REPORTABLE SEGMENTS

Halfords Group Plc (“the Group™ or “Group”)
operates through two reportable business
segments

+ Halfords Retanl operating in both the UK and
Repubtic of Ireland and

+ Halfords Autocentres, operating solely in the
UK

All references to Group represent the
consolidation of the Halfords (*Halfords
Retal"/*Retal”y and Halfords Autocentres
(“Halfords Autocentres”/“Autocentres”) trading
entes The Group acquired 100% of the ordinary
shares of Boardman Bikes Limited and Boardman
International Limited (*Boardman Bikes™} on

4 June 2014 Since its acquisition Boardman
Bikes has operated as part of the Retall business
segment

FINANCIAL RESULTS

Group revenue in FY15, at £1 004 9m was up

B 9% and compnsed Retal revenue of £857 9m
and Autocentres revenue of £147 Om This
compared to FY14 Group revenue of £938 7m
which comprised Retail revenue of £803 1m and
Autocentres revenue of £136 6m Group gross
profit at £535 1m (FY14 £504 2m} represented
53 2% of Group revenue (FY14 53 7%) reflecting
a decrease In the Retall gross margin of 30 basts
paints (‘bps”) to 51 5% and a decrease in the
Autocentres gross margin of 109 bps to 63 3%

Total Operating Costs before non-recurnng

items increased to £450 5m (FY14 £426 4m)

of which Retall represented £359 3m (FY 14

£341 0m) Autocentres £89 3m (FY14 £83 7m)
and unsllocated costs £1 9m (FY14 £1 7m)
Unaltocated costs represent amortisation charges
n respect of ntangible assets acquired through
business combinations, namely the acquisition of
Nationwide Autocentres Limited in February 2010
and Boardman Bikes n June 2014, which anse on
consohdation of the Group

Group EBITDA betore non-recurning items
increased by 8 7% to £109 9m (FY14 £101 1m),
whilst net finance costs were £3 5m [FY14 £50m)

Group Profit Before Tax and non-recurnng items
for the period was up 11 4% at £81 1m (FY14
£72 8m)

Net non-recurring costs of £0 3m (FY14 £0 2m)
dunng the year represented the net effect of a
£0 7m charge in relation to imparment costs to
support the Stores Fit to Shop ntiatve, £0 2m
income from the release of the final balance held
n relabion to the Focus lease guarantee provision,
and £0 2m income from the release of an excess
onerous lease provision following the finakisation
of the exit agreement for the Wembley store The
provistions had all been previously charged as
non-recurring items

Group Profit Before Tax in the penod after non-
recurnng items was £80 8m (FY14 £72 6m)

The 53rd week contnbuted £20 5m to Group
Revenue and £3 0m to Group Profit Before Tax
The week I1s a significan trachng penod for the
Group representing pre-Easter n Retall and a key
week of the MOT season in Autocentres

STOCK CODE HFD
halfords annualreport2015 com

£81.1m

UNDERLYING GROUP
PROFIT BEFORE TAX

+13.8%

UNDERLYING BASIC
EARNINGS PER SHARE

+5.3%

AUTOCENTRES
LIKE-FOR-LIKE

+7.0%

RETAIL
LIKE-FOR-LIKE
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CHIEF FINANCIAL OFFICER’S
REVIEW continued

HALFORDS RETAIL

53 Weeks 52 Weeks 52 Weeks

ended ended ended

3 Apnl 27 March 28 March
2015 2015 2014 52 week
£m £m £m change
Revenue 8751 857 9 8031 +6 8%
Gross Profit 4511 442 0 4162 +6 2%
Gross Margin 51 5% 51 5% 51 8% -30bps
Operating Costs (365 7) (359 3) (3410 +5 4%
EBIT before non-recumng stems BS54 827 752 +10 0%
Non-recurring Income {0 3) 0 3) 02 +50 0%
EBIT after non-recurmng items 851 824 750 +0 9%
EBITDA before non-recurnng items 105 4 102 4 936 +9 4%

Revenue for the Retal business of £857 9m
reflected on a constant-currency basis a lke-
for-like (*LFL") sales increase of 7 0% MNon-LFL
stores including three brand new Cycfe Republic
store openings®, contributed EO 5m revenue

in the year and thrd-party non-LFL sales from
Boardman Bikes contributed £2 4m

Cyeling LFL revenues weare up 11 4% in the year
Premium Bike sales were up 24 9%, reflecting
the strength of our brands and products but also
helped by favourable weather during the summer
An improved range and successful Christrnas
marketing campeign combined to drive sales of
alder chidren's bikes up 40 5% in the yaar, with
Children's Bikes averall up 13 3% Cycle Repar
sales increased by 17 8%, with the level of growth
Improving through the year as the new operating
model was rolled out

Car Manterance LFL revenues ncreased by 8 5%
Parts sales were up 8 2%, the fittng and sale of
bulbs blades and batteres (“3Bs") contnued to grow
strongly Workshop sales were up 15 2%, supported
by a renvigorated custormer offer mcluding a new
200-piece tool set and the relaunch of the Lifetrme
Guarantea on the Halfords Advanced range Haliords'
authonty in Auto was further strengthened by the
launch of Car Parts Direct in the year

' Ot the four Cycle Republic shops opened In the year three
ware brand naw premises and one was a conversion frorm an
existing Hattords Ratail stora

26

Car Enhancement LFL revenues decreased by

05% Audio and Sat Nav sales continued to be
impacted by structurally-declining markets with
sales down 5 4% and 4 0% respectvely This was
almost wholly offset by Car Clearing sales, which
were up 12 6% due to an enhanced range, including
successful gift packs, and a focus on brands of
choice, such as Karcher

Travel Solutons LFL revenues increased

5 4% with improved merchandising and maore
compeling offers such as bundle deals on roof
bars and boxes, drving sales of Travel Equipment
and Child Car Seats

Revenues for the Retall business (ncluding
Boardman Bikes) are spit by category below

Gross profit for the Retad business at £442 om
(FY14 £416 2m) represented 51 5% of sales
30bps down on the prior year FY14 51 8%) The
reduction in margin was predominantly due to the
mix mpact of higher sales n Cycling, particularly
lower-margin Premium Bikes, along with growth
in third-party branded products in Cycling Parts
Accessones and Clothing (*FACs”") and Car
Cleaning

Management anticipates a further 25-75 bps
decrease In Retall gross margin in FY16 reflecting
a contnuation of the mix effect and growth in
third-party branded products This decling also
factors n an assumption of contnued US Daollar
strength against Sterling relative to the prior year

FY15 FY14

%) %)

Cycling 344 328
Car Mantenance 322 318
Car Enhancement 216 231
Travel Solutions 118 123
Total 1000 1000

Getting into Gear

Halfords Group plc Integrated Annual Report for the penod ended 3 Apnl 2015
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Operating Costs before non recurnng items were £3589 3m (FY14 £341 Om) The breakdown 1s set out below

52 weeks 52 weeks

Ended Ended

27 March 28 March

2015 2014
£m £m Change
Store Staffing 997 924 +79%
Store Occupancy 1393 1397 -0 3%
Warehouse & Distribution 435 337 +29 1%
Suppor Costs 76 8 752 +21%
Total Operating Costs before non-recumng items 3593 3410 +5 4%

Store Staffing costs increased by 7 9%,

prncipally due to strong trading volumes leading
to incremental investment in store hours, along
with the uphft in the national minimum wage

The impact of the 3-Gears training programme
accelerated through the year as more colleagues
progressed through Gear 2 and qualified for wage
uplifts

Store Occupancy costs decreased by 0 3%
Increased depreciation expense and non-
capitalsable store refresh costs “space swaps”
and Cycle Republic openings were ofiset by lower
net rental charges and other savings including
benefits from re-gears and relocations

Warehouse & Distribution costs increased by

29 1% The cube volume handled through the
logistics network increased by 18% in the year,
reflecting the particulanly strong growth in sales
of bulky tems In addition, the number of parcels
being delivered to stores by courier, rather than
by fleet, Increased by 39% in the first half of

the year A more-frequent fleet defivery project
was launched in October 2014 to mitigate cost
increases In future years and reduce nventory
Initialty this project compnised the in-hcusing of
the fleet network and a 5-day-a-week delivery
schedule Under new logistics management we
are reviewing the optimal long-term transport
solution and in the near term are implementing an
out-sourced 3-day-a-week delivery programme
which will go Ive in the summer

Support Costs rose by 2 1% and includs the one
off transaction costs and on-gong operating costs
assocated with Boardman Bikes, which together
amounted 10 €1 1m Increased depreciation from
IT investments and annua!l pay INcreases also
contrbuted 10 the uphft

Management anticipates an increase in Retat
operatng costs in FY 16 of circa 4 to 5%

This compnses C 1% depreciaton, ¢ 1% pay
Increases, Including the 3 Gears pay Increments,
c 1% volume-related cost growth offset by
targeted sawings and, ¢ 1-2% space growth and
store refurbishment costs, the iImplementaton of
which 1s dependent upon continuai review and
evaluation of payback

HALFORDS AUTOCENTRES

53 weeks 52 weeks 52 weeks

ended ended ended

3 Apnli 27 March 28 March
2015 2015 2014 52 week
fm £m £m change
Revenue 150 3 1470 136 6 +7 6%
Gross Profit 952 931 B30 +58%
Gross Margmn 63 4% 63 3% 64 4% -109bps
Operating Costs Q1 1) (89 3) 83 7) +6 7%
EBIT 41 38 43 -116%
EBITDA 79 76 75 +13%

There were no non-recurming items related to the Autocentres business N either year presented

Autocentres generated total revenues of £147 Om (FY14 £136 6m} an increase of 7 6% on the prior year with a LFL revenue increase of 5 3% LFL tyre
revenues increased 15 0% and represented 17 5% of total LFL revenues (FY14 16 0%) Online-booking revenues grew 19 9% in the year and represented

16 3% of sales

Gross profit at £93 1m (FY14 £88 Om) represented a gross margn of 63 3%, a decline of 108 bps on the prior year driven by higher mix of lower margin

tyres The gross margin of Service, Maintenance and Repawr work margmnally improved

Autocentres EBITDA of £7 6m was 1 3% higher than FY14 (FY14 £7 Sm} with the upside in gross profit being offset by conbinued cost Investments as part of
the on-gong growth strategy EBIT was down 11 6% at £3 8m {FY14 £4 3m) refiecting the increased depreciation expense from recent capral investments

Management anticipates Autocentres EBITDA to increase by a low double-digit % in FY16

STOCK CODE HFD 27
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CHIEF FINANCIAL OFFICER’S
REVIEW continued

PORTFOLIC MANAGEMENT
The Retall store portiolio at 3 April 2015 comprised 467 stores (end of FY14 465) The fallowing table outtnes the changes i the Retail store partiola aver the
53 week period
Number Stores
Relocations 3} Pennith, Backion (from Barlang), Nottingham, Werlangton Thanet (from Margate) & Dunfermine
Re-gears 29 Bangor Barrow, Bristol Eastgate Bromley, Carlsle, Charlton, Cheadle, Chesterfisld, Chippenham
Crencester Derby Wyvern, Dunstable, Fastbourne Ellesmere Port Godatming, Great Yarmouth,
Hertford Horsham Newcastle, Newcastle Kingston Park, Northwich, Penzance Plymouth, Southend, St
Austell, Tottenham, Wohlrerhampton Worksop & Yeowl
Rightsizes 5 Perth Northampton Bodford, Sniney {Solihul)) & Southpon
Conversions to Cycle Republic 1 Twickenham
Openings 3 Euston Tower Margaret Strest & Norwich (all Cycle Repubiic)
Closures 1 Wembley

In additon to the above changes, a ‘space swap
was mplemented in 41 stores during the year

Nine new Autocentres were opened and seven
{Bedford Southport Moseley, Coventry Telford
Burntwood Wrexham) were closed in the penod,
taking the total number of Autacentre locations to
305 as at 3 Aprl 2015 {end of Fy14 303)

With the exception of eight long leasshold and
two freehold properties within Autocentres, the
Group s operatng stes are occupied under
operating leases the majonty of which are on
standard lease terms, typically wath a five to

15 year term at inception and with an average
lease length of ¢ seven years

Management anticipates opening around 11 Cycle
Republic stores and 10-15 Autocentres in FY16
as well as closing a small number of sub-optimal
centres

NET NON-RECURRING EXPENSES

The following table outines the components of the

nan-recurring expensas recognised 1N the penod
FY15 FY14

£m £m

Asset imparment

charges 7N 04

Release of Focus

leasg-guarantes

provision 0z 02

Onerous lease

provision release 02 —

Net non-recumng

axpenses {0 3} 02)

All non-recurnng items arose within the 52 week
period to 27 March 2015

As part of the Stores Fit To Shop intiatve £0 7m
{FY14 £0 4m) of assets from certan stores were
impaired n the year

In FY13 an onerous lease provision of £1 2m
was created for two Retad stores reflecting the
challenging property market for vacant properties
and the high cost to extt lease agreements This

28

provision had previously been charged as a non-
recuring item A final exit agreement In relation
to the Wembley store was reached in the year
resulting in a provision release of £0 2m

FINANCE EXPENSE

The net finance expense for the year was

£3 5m (FY14 £50m) The pror year expense
included one-off charges in relation to
accelterated amoriisation of debt 1ssue costs
and the crystalisation of a number of prior
period tax computations amounting to £1 0m
Lower drawdowns and favourable interest
rates, following the debt faciity refinancing in
September 2013 and the subsequent amendment
and extension agreed in Novermber 2014 also
contributed to the reduced charge

Management anticipates the net finance expense
10 be around £3 Omin FY16

TAXATION

The taxation charge on proiit for the financial
year was £18 Om (FY14 £17 1m) ncluding a

£0 1mcharge (FY14 £0 1m) in respect of tax

©n non recurring items The full year effectve tax
rate of 21 5% (FY14 23 5%) was higher than the
UK corporation tax rate {21 0%) prncipally due
to the non-deductibility of depreciatton charged
on capital expenditure and other permanent
differences ansing n the year

Management anticipates an effective tax rats of
circa 20% in FY16

EARNINGS PER SHARE (“EPS”)

Basic EPS before non-recurring tems, for the 52
week peniod 1o 27 March 2015, was 32 7 pence
(FY14 28 8 pence) a 13 8% increase on the
prior year Basic EPS before non-recurnng items
for the 53 week penied to 3 Apni 2015, was 34 1
pence {FY14 28 8 pence) an 18 4% ncrease on
the prior year Basic EPS after non-recurring items
was 32 5pence (FY14 28 6 pence) for the 52
week pericd ending 27 March 2015 and 33 8p for
the 53 week penod ending 3 April 2015

Gething Inte Gear

DIVIDEND (“DPS™}

The Board has recommenged a final dnvdend of
11 0 pence per share (FY14 9 1 pence) taking
the full year dvdend to 16 § pence per share

If approved, the final dnadend will be paxd on 28
August 2015 to shareholders on the register at the
close of business on 7 August 2015

The ntenm final ddend ratio has moved to

33 67 (FY14 36 64) As previously guided, in
order to better match dividend payments with the
cperating cash flow profile of the business thus
ratio will transrtion to 30 70 over time

The Board continues to targst broadly 2x dividend
cover (EPS/DPS)

CAPITAL EXPENDITURE

Capital investment in the 53 week period totalled
£37 5m (FY14 £30 4m} comprising £30 7m in
Retail and £6 8m in Autocentres Consistent with
prior years, managament has adopted a prudent
approach with regard ta capital investment and
focused on investments generating mater:al
returns In ne with the Getting Into Gear Retail
strategy and the recently launched Autocentres
strategy

Within Retat £48 5m (FY14 £13 9m) was
invested in stores, including 45 store refreshes,

11 of which were also store relocations or nght-
sizes as well as general capital spend relating to
roofing, flconng and secunty By the end of FY15
72 siores were trading in a refreshed format in ine
with the Stores Fit To Shop inetiative  Retal also
launched the Cycle Repubiic brand, converting
one exstng store and opaening three dedcated
stores in the year Addibonal investments m Retall
nfrastructure included an £8 7m nvestment

n [T systems, such as continual development

of the onkne Retal proposition, the new parts
database trading as Car Parts Direct, the launch
of a Halfords eBay shop, the relocation of data
centres and a significant upgrade of the core SAP
opstating systerm

Halfords Group ple Integrated Annual Report for the penod ended 3 Apnl 2015




The £6 8m {FY14 £6 Om) investment in
Autocentres compnsed the opering of ning
centres in the year [FY14 23} alengwith a
substantial investmant in upgraded Autocentre
diagnostic equipment We are tnalling a new
concept Autocentre which opened in Croydon in
October 2014 and elements of thus will begin to
be rolled out durng FY16

On a cash basts, total capital expenditure n the
53 week period was £39 6m (FY14 £26 7m)

Management continues to antcipate a capstal
investment of around £100m in Retall and £20m
in Autocentres in the three-year pernod ending
FY18, which indicates c £45m and ¢ £8m
respectvely In FY16

INVENTORIES

Group inventory held as at 3 Apnl 2015 was
£149 3m (FY14 £150 2m) Retail inventory
decreased to £147 Bm (FY14 £148 8m) and
ncludes £1 1m held by Boardman Bikes
Autocentres’ mventory was £1 5m (FY14 €1 4m)
The Autocentres business model 1s such that
only modest levels of nventory are held within the
centres, with most parts being acgurred on an
as-needed basis

STRATEGIC
REPORT

PERFORMANCE

CASH FLOW AND BORROWINGS

Cash generated from operating actvities in

both the 53 week and 52-week penods was

£142 2m (FY14 £67 5m) After taxation capital
expendiiure and net finance costs free cash

flow of £686 4m (FY14 £39 5m) was generated in
both the 53 week and 52 week penods with the
increased capital nvestment and the acquistion of
Boardman Bikes being offset by improved EBITDA
and working capital improverments

As at both 27 March 2015 and 3 Apnl 2015,
Group net debt was £61 8m (FY14 £93 6m),
with the non-lgase-adjusted 12-month net debt
EBMDAraticat 06 1

PRINCIPAL RISKS AND UNCERTAINTIES
The Board considers risk assessment,
wentfication of mitigating actions and internal
control to be fundamental to achieving Halfords
strategic corporate objectives In the Annual
Report 8 Accounts the Board sets out what nt
censiders to be the pnncipal commercial and
financial nsks to achieving the Group’s objectivas
The main areas of potential nisk and uncertanty n
the balance of the financial year are descnbed in
note 20 of the Annuat Report & Accounts

STOCK CODE HFD
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These include

= Economic risk
* Business strategy nsks
s Competitve nsks
+« Complance
Changing customer preferences
« Rehance on foreign manufacturers
» Product and senace quality

* Information technology systems and
infrastructure

« Dependence on key management personnel
Specific nsks associated with perforrmances include
Christmas trading as well as weather-sensitve
sales particularty wittn the Car Mantenancs and
Cycling categones in the Retall business

Andrew Findlay
Chuef Financial Officer
4 June 2015
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STRATEGIC DELIVERY

STRENGTHENING
AUTHORITY IN KEY
CATEGORIES

One of the key focus areas under the Getting Into Gear strategy has
been to build and maintain leading posrions N our core sectors of
Auto and Cycling We have taken a number of steps forward in the
year including the launch of Car Parts Dwrect, the miroduction of new
products within Technology and Car Enhancement, ncluding Go Pro
and dash cams, the launch of our own new premium bikes brand, 13,
the acquisition of Boardman Bikes and the launch of Cycle Republic

We have provided mora detall below on two of the nitiaives

CAR PARTS DIRECT

Launched in the first balf of the year Car Parts Direct provides our
customers with access to over 130 000 car parts that can be ordered
in-store or onling with next working day delivery or better - the majonty
of n-storg orders are delvered within 90 minutes The breadth and
depth of parts availabie means that Car Parts Direct can be used

by garage trade customers as well as capable DIY reparers hobby
mechanics and fans of specific vehicle marques

ACQUISITION OF BOARDMAN BIKES

In June 2014 Halfords acqured the Boardman Bikes business for

£14 millilon Boardman bikes have been ndden by multipie Olympic and
worid charnpions and the brand 1s one of the fastest-growing and most
successful in UK cycling QOur investment in the business dermonstrates
our growing postion as a specalst cycling retater Since acquisition
we have worked together to launch a range of Boardman clothing and
look forward to developing the bike and accessories ranges further




STRATEGIC
REPORT

Risk

Risks and Uncertainties
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RISKS AND
UNCERTAINTIES

700,000

NEW DRIVERS

EACH YEAR

UK CYCLE
RETAILER
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Like all businesses our Group faces risks and
uncertanties that coukd mpact the achievement

of the Group's strategy These nisks are accepted
as being a part of doing business The Board
recognises that the nature and scope of these risks
can change and so regularty reviews them as well
as the systems and processes to mitigate them

The Corporate Governance report on pages 42
10 49 descrbes the systermns and internal control
processes through which the Directers identity
assess, manage and mitigate risks

Senor management colleagues assess risks on a
department-by-department basis using a varniety
of techniques to identify sk The tkelhood and
impact of these nsks are considered and scored
aganst a recognised framework dependent upon
ther effect on the achievement of our corporate
strategies Responsibility for taking the necessary
actions 1o manage nsk 1s delegated 1o approprate
colleagues in the business, with executive

Getting Into Gear

manager sponsor involvement The risk register 1s
monitored and updated with current and ongoing
mitigation on a regular basis

Mindful of corporate strategy executve
management and the Board consider the risks
reported within the risk register and review and
monitor new rsks and all mitigating actiens to
ensure that the Group's appetite for nsk 1s not
exceeded The Board recogrises that each of
its strategic pillars | @ Supporting Drivers of
Every Car, Inspiring Cychsts of Every Age, and
Equipping Families for ther Leisure Time} could
be compromused by any of the nisks set out
below Indvdual Getting Into Gear ntatves are
reliant on some of the mitigations dentfied For
example Service Revolution delivery 1s reliant on
full utiisation of our online training system and on
our ability to attract and retan good colleagues
Stores Fit to Shop 1s reliant on our continuing
investment n modernisation of our stores

Hattords Group plc Integrated Annua! Report for the penod ended 3 Apnl 2015
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RISK

The Group has discussed its nsk register with its insurance broker and ensures that it has cover 1o help 1o mitigate significant nisks where practicable and cost-

effective

Specific inancial nsks (e g Iiquidity, foreign currency) are datalled in note 20 to the Annua! Report and Accounts on pages 99 to 102

Key Risks and Uncertainties
Economic, Environmenta! and Political

The econamy 15 a major nfluence on consumer spending  Trends in
employment, inflation, taxation, consumer debt levels weather and
interest rates impact consumer expenditure In discretionary areas
Changes in Government policies (8 g Cycle to Work) may also affect our
customers' ability to benefit from our products and services

Business Strategy

The am of the Group s busness strategy 15 to deliver long-term value to
our shargholders The Board undersiands that if the strategy and vision
are Inappropriately formulated communicated or executed then the
business will sufier

The Autocentres and Cycle Repubiic businesses could fail to mest growth
expectations

Competition

The retal ndustry 15 highly competitive and dynamic The Group
competas with a wide vanaty of retallers of vanying sizes and faces
competition from UK retailers, n both stores and onfing as well as
international operators The car servicing market 1s a service based
market with a number of different-sized prowiders where trust 1s extremely
important to customers Fadure to compete with competitors on areas
including price, product range, qualty, service and trustworthingss could
have an adverse effect on the Group's financial results

STOCK CODE HFD
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Mitigation

The Group mitigates these risks by mantaining a focus on the *defensve”
characteristics of its “needs driven™ product groups A firm focus 1s
maintained on cost control Targeted promotions and excellent service are
designed to attract and retain custemers We ensure that marketing ang
merchandising can be remised quickly to react to weather conditions

We also ensure that we have representaton with Governmental decision-
makers in the areas supporting our core categories

The Group has its established “three pillars” strategy A retait three-year
plan (Getting Into Gear) 18 being executed Strategic 1ssues, ncluding
the three-year plan, are regularly reviewed at Board meetings Regular
assessment 15 mace to ensure that strategy remans appropriate, and
that the business 1s making progress N meetng its strategic objectves
KPls relating to strategy have been communicated clearly, both wathin
the business and 1o the market These KPls are regularly discussed by
the Board Our budget process recogrises the importance of strategic
ntiatives

Autocentres and Cycle Republic have dedicated experienced management
teams supported by appropriate infrastructure and attocated resources
The performances of both businesses are closely monitored by the Board

The Board 15 aware of the risks faced from UX retallers both in-store
and online, and from the natonal car-senacing netwarks and smaller
independeants

We have a significant investment programme to support Getting Into

Gear The investment programme Is allowing us to improve the senvice
we provide to customers by improving the quality of our stores, 1T
nfrastructure tramning and website (including optmisation for mobile and
tablet devices) Excellent service is fundamental to differentiating ourselves
from our competitors

The national geographical coverage of our stores underpins our Click &
Collect offenng Our wefit service 15 a key differentiator Qur Cycle Reparr
and extended Parts Accessones and Clothing range offer confirm our
credibility withun the Cycling market

The Group seeks to continually strengthen s “own-brand” retail offer and
develop opportunities to differentiate the Halfords brand including TV
racdio press and social media advertising

Our Autocentres business continually seeks to prowide innovative solutions
for thew customers, such as 'brakesdiife’
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RISKS AND
UNCERTAINTIES continued

Key Risks and Uncertainties
Corplhance

The Group operatas in an environment governed by legislation and codes
n areas including, but not imited 1o, ksting rules, trading standards
adverising product quality, health and safety, hazardous substances
bribery act and data protection

The Group recognises that failure to comply with ethical standards could
expose the business 1o reputational nsk and loss of goodwill

Supply Chain Disruption

Halfords sources a sighificant proporiion of the merchandise # sells

In its stores from outside of the UK either directly or via thwd party
suppliers Consequently, the Group 1s subject to the risks associated with
nternational trade {particularly those which are commen in the import of
goods from developing countnas) mcluding  but not bmited o nflation
currency fluctuation the imposition of taxes or other ¢charges on imports,
the exposure to different legal standards, the burden of complying with

a vanety of foreign laws and changing foreign government policies and
natural disasters

The Group could also be mpacted n the event of disruption to domestic
logistic arrangements, for example unavailability of distrbution centres or
road transport problems

Getting Into Gear
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Mitigation

Reguiatory requirements are closely menitored by our Company Secretanal
team which includes colleagues with relevant professional qualfications
and expenence The Group has Quality Assurance and Comphance teams
working in both the Retaill and Autocentres husinesses Specialist Healtth
and Safaty teams ensure that the Group has adequate policies and nisk
assessments Retail margin erasions are mirimised by a dedicated profit
protecticn team

Colleagues and management are trained to identify and handle in store
reguiatory issues using Gears traming madules on our online Learring
Management System Wa have a whistleblowmg hotling that allows
colleagues to raise concerns in confidence

We operate a Code of Conduct that clearly sets out our expectations of
supphers We have a corporate defegated authornities framework (How
Wea Do Business) setting out key authonsaton levels Anti-Brnbery and
Corruption traming has been delvered through face-to-face and online
training sessions

The Group has a dedicated nvestor relations team which ensures that there
1s frequient and appropaate communication with investors and the wider
financial community

The Group has a dedicated corporate social responsibility resource,
which calls upon cross-functional support as required The Group has a
comprehensive record of community engagement through events such as
children s bike workshops, and support of the Re-Cycle chanty

Extensive research is conducied into quality and ethics before the Group
procures products from any new country or supplier The Group's strong
management team in the Far East blends expatnate and local colleagugs

It understands the local culiure, markeat regulations and nsks and we
maritain vary close relationshyps with both aur supphers and shipness to
ensure that disruption to production and supply are managed appropriately

We work with supplrers in a nurnber of terrtories to reduce the risks of
disruption

We maintain firm secunty and protection measures at our distribution
centres We have business continuity plans to manage any ncidents
that may occcur QOur logistics are ovarseen by an expenenced, dedicated
warehouse and logistics team who mantain contacts with a range of
logistics businesses who could be utiised If necessary

Halords Group ple Integrated Annual Repaort for the penod ended 3 April 2015
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Key Fisks and Uncertainties
Product and Service Quality and Brand Reputation

The Board recognises that the quality and safety of both our products
and services N our stores and autocentres are of cntical importance and
that any major falure will affect consumer confidence and our reputation
Failure to protect the Group's reputation and brand could lead to a loss of
trust and confidence This could result in a decline n the customer base
and affect the ability to recrut and retain good people There s also the
nsk that our service proposition fails due to inconsistent levels of service
at indmadual stores and indmidual centres

Information Technology (“IT") Systems and Infrastructure

In common with most businesses, Halfords 1s dependent on the rekability
and sutability of a number of important I systems where any sustaned
performance problems (including those caused by cyber attack) could
potentally compromisa our operational capabiity for a period of time
impacting on stores, centres or warehouse, mult-channel and distnbution
systems With ambrtious growth plans for our multi-channel offer our
trading capacity could be affected by internal and external systems
resikence and interdependencies

Commercial data could be lost or stolen through cyber attack, sabotage,
or other security breachses

Dependence on Key Management Personnel

The success of the Group's business depends upon its senior
managemeni closely supenasing all aspects of iis business In particular,
the operation of the stores and autocentres including the approprate
traming of In-store and centre colleagues, and the design  procurement
and allocation of merchandise

STOCK CODE HFD
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Mitigation

The Group constantly seeks to enhance its pasition as the store or centre
of first choice N each of the markets that it serves

Our Gears traming prograrmme uses onling moadules to ensure that
colleagues are consistently knowledgeable about our products and able
10 deliver qualily services to customers This onkine training is reinforced
by face-to-face learning and assessments Stores use an accreditation
matrx to ensure that all bulding and fitting s undertaken by competent
colleagues Product knowledge among colleagues 1s prometed through
specatst conferences for selected staff (e g BikeHut managers) We have
also implemented measures to ensure that we attract and retan the best
colleagues engagement surveys am to identify opportunities 1o reduce
colleague turnover, we have agan been recognised as one of the Sunday
Times *25 Best Big Comparies to Work For”, our recruitment processes
are now centralised o improve efficiency and consistency

Qur products are nsk assessed and ngorously tested for quality and safety
by gualified engineers in our dedicated quality team We monitor customer
comments and complaints and when necessary we have established
recall processes

Qur autocentres utikse a comprehensive quality assurance procass with
checks by centiea managers Technicians are regularty checked to ensurs
quality of workmanship and the prionty status allocated 1o indwvidual jobs
1s reviewed to ensure safety and prevent overseling There s a dedicated
Cperations Qualty team We utiise mystery shoppers

Extensiva controls are m place to mamntan the ntegrity of our systems and
to ensure that systems changes are implemented n a controlled manner
Halfords' key trading systems are hosted within a secure data centre
operated by a specialist company remote from our support centre These
systems are also supported by a number of disaster recovery arrangements
including a comprehensive backup strategy, and a hotlink secure data
centre hosted in a different location [T recovery processes are tested
regularly We have successfully completed an upgrade of our core SAP
system

We have recently thoroughly reviewed our IT securnty processes and nsk
assessmenis and recrutted a number of specialsts to the IT team, Including
dedicated [T secunty and continuity experts We utilise appropriate firewalls,
physical and logieal systemn access controls We have undertaken network
penetration testing

Our remuneration policy outined on page 58 detalls tha strategies

place to ensure that high callbre executives are attracted and retained

The Group looks to improve its serior manager cadre through operating a
talent management process to help indmduals achieve thew full potental
within Halfords and to ensure that approprate succession plans are in
place to meet the future needs of tha busness At a junior level the Group
continues to invest in graduate programmes and store and centre colleague
training and development
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SUSTAINABLE BUSINESS

CYCLE EVENT
SUPPORT

Halfords has alse again been confirmed as the Official Mechanics
Partner for the 2015 Sky Ride Big Bike senes, spanning 15 avents
nationwide and supperting over 100,000 cyclists this summer These
free one-day events offer cyclists of all ages and abilties the chance
to nde ther bike on traffic-free streats or on cycle paths and parks n
the heart of lowns and cities across Britan Halfords cycle mecharnics
will be a kay part of the day, keeping cyclists on the move by assisting
with essential adjustments, cabling and tube replacements In addiion
1o the Sky Fides Halords wil also be prowiding mechanical suppon

at many more events including Mitie London Revolution Deloitte Ride
Across Brtain, and Women V Cancer Ride The Night

SUSTAINAEBLE BUSINESS

SCHOOL DONATIONS

In November 2014, Halfords announced a new scheme to donate
cyching equipment to prmary schools in disadvantaged areas in

its first year, the new scheme wall donate children's bikes and new
bike helmets to schools in the eight cycling cities of Manchester,
Leeds, Birmingham, Newcastle, Bristol Cambndge, Oxford and
Norwich Schools are invited to apply at www halfordscompany comv
responsibility/community The bikes are collected from the trade-in
events held at Halfords stores and reconditioned by tranees at the
Cycle Repar Academy in Onley Prison



OUR
GOVERNANCE

Board of Directors

Directors Report

Comporate Governance Report
Normination Committee Report
Audit Committee Report
Remuneration Commuttee Report

a8
a9
42
50
52
56




OUR GOVERNANGE > BOARD OF DIRECTORS

BOARD OF
DIRECTORS

DENNIS MILLARD N R
Chairman

JILL McDONALD N
Group Chief Executive

ANDREW FINDLAY
Chief Financial Officer

Denrus has been Charman of the Group snce

28 May 2009 His former appointments nclude Chiet
Financial Officer of Cookson Group plc Fnance
Drector of Medeva plc and Prermier Famel pic

He has broad commercial and financial
experience i the retall service, distnbution

and manufactunng sectors n the UK and
nternatonally Denres 1s a member of the South
Afncan Institute of Chartered Accountants and
holds an MBA from the University of Cape Town

He 1s also Non-Executive Deputy Chairman
and Sentor Independent Director of Pets at
Home Group Ple and holds the roles of Senor
Independent Director and Chairman of the
Remuneration Committee at Debenhams plc

DAVID ADAMS A N R
Senior Independent Director

Jill was previously CEQ UK & President, North
West Division Europe tor McDonaki's Corporation
Har responsibiities at McDonald s encompassed
around 3,300 owned and franchsed restaurants
across seven countnes, mare than 500 franchisees
and over 200,000 colleagues Jill began her carger
1N 1987 at Colgate Palmolive and ioined British
Arways n 1990, where she worked for 16 years

She brings outstanding busness teadership,
partcularly with regard to customer service and
colisague engagement iy a consumer facing
busness She s a Non-Executve Oirecior for
Intercontnental Hotets Group plc

CLAUDIA ARNEY A N R
Independent Non-Executive Director

Pnor to his appointment, Andrew was Director of
Finance, Tax and Treasury at Marks and Spencer
Group ptc Prior {0 this, he held senior finance
roles at tha London Stock Exchange and at Cable
and Wirgless, both in the UK and US  Andrew
qualihed as a chartered accountant with Coopers
& Lybrand

Andrew has a track record in retail and other
competitve consumer and busmess facing
industries Andrew has expernence of operational
and commercial inance refinancing and pension
scheme funding, bid defence, non-merchandise
procurerment, shared services, financial
accounting, tax and audd

HELEN JONES A N R
Independent Non-Executive Director

Dawdt was Finance Director and Deputy Chuef
Executve of House of Fraser ple untl 2006, then
Executve Charman of Jessops plc becorming
Non-Executive Charrman n 2007 In addiion, he
has held several Executive and Non-Executive
roles in over 25 years N retaling including 10
years as a plc Finance Drector

David 1s currently Chairrman of Conviviality Retail
plc Ecowision Lid Park Cameras Ltd and Walk
the Walk (a breast cancer charity) and s Semor
Independent Non-Executrve Director and Char
of the Audit Committee at Hornby pic and Non-
Executive Director and Charman of the Audit
Committee at Fevertree Dninks plc

KEY TO COMMITTEE MEMBERSHIP
N Nomination Committee

38

A Audit Committee

Claudia was previousty the Group Managing
Director, Drgital at EMAP untd late 2010 Prior to
this she was Director of the Enterprise and Growth
Unit at HM Treasury She has also worked as an
Executive Dwrector at Goldman Sachs, FT Com
and Mckinsey and was Managing Director

of TheStreet co uk Claudia brings extensive
experience of strategy formulation and business
davelopment

Claudia is Charman of Public Data Group Deputy
Charman of Telecity Group PLC, and a Non-
Executve Director of Derwent London Pie and
the Premer League She is also a member of the
Adwisory Board of the Shareholder Executive

R Remuneration Committes

Getting Into Gear

Healen 1z currently a senior executive at Caffe

Nero Helen was the CEQ of the Zizz Restaurants
group and was also responsible for successiully
launching the Ben & Jerry brand in the UK and
Europe

Helen brings valuable and retevant marketng
and branding expenence N consumer focused
businesses

Halfords Group plc Integrated Annual Report for the penod endad 3 Apnl 2015




OUR
GOVERNANCE

GOVERNANCE > DIRECTORS’ REPORT

DIRECTORS’
REPORT

The Drectors present ther report and the aucited financial statements of Halfords Group plc (the “Company™) together with sts subsidiary undertakings

(the “Group”) for the perod ended 3 Aprl 2015

HALFORDS GROUP PLC

Registered Number 04457314

Registered Office Address tcknield Street Drive Washford Wast Redditch Waorcestershire, B98 ODE
Country of Incarparation England and Wales

Type Public Limited Company

SUMMARY OF GENERAL DISCLOSURES (INCORPORATED INTO THIS DIRECTORS' REPORT)
The following information required to be disclosed in this Directors’ Report has been provided by the Company

Dusclosure Page
The financial position of the Group it cash flows kquidity position and borrowing facilities withun the Chuef Financial Officer’s Report 25to 29
The Group’s chjectives policies and processes for managing its capital, its financial sk management objectives detatls of ds financial
mstruments and hedging actrlios and its exposures to credit nsk and iquidity risk within Note 20 to the Group Financial Statements 99
The Statement of Compliance with the UK Corporate Governance Code and description of the Group's corporate governance framework 40 to 49
within the Corporate Governance Report
A summary of how the Company recogrises its responsibility to its colleagues, custormers environment, and community through vanous 19
iniatves (case studies being on pages 5 9 10 17 and 36) and within the Sustanability Report
The Statement of Directors Responsibiities in respect of the Annual Report and the Financial Statements Fal
Board of Directors 38
Oirectors Report including nterests and indemnities 39 to 41
Auditor 40
Going Concern 40
Palircal Donations 41
Share Capital, Major Sharsholders and Authority to Purchase Shares 41
AGM 41
Leadership 43 to 48

Role of the Board

Board Composition and Meeting Attendance
Effectneness 43 to 49

Composition of the Board

Skills ang Expenence

Independence

Dwersity

Appointments to the Board

Induction and Development

Evaluation

Re-glection

Dwectors and ther Other Interests

Board Commutiees

Nomination Committee
Accountability 46 to 49

Audit Committee

Internal Control and Risk Management
Remuneration 46
Relations wath Shareholders 49
Audit Committee Report 521055
Remuneration Committee Report 5610 70

STOCK CODE HFD 39
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REPORT

PRINGCIPAL ACTIVITIES

The pancpal acteates of the Group are the retailing
of autornotive, leisure and cycling products from
retail stores and car senvicing and repawr rom
Autocentres The pnncipal actmty of the Company 15
that of a hoiding Company The Company's regstrar
1s Capita Asset Services which 1s stuated at The
Registry 34 Beckenham Road Beckenham, Kent
BR3 47U

PROFITS & DIVIDENDS

The Group's results for the year are set out in the
Consohdated Income Statement on page 77 The
profit before tax on ordinary actnaties was £83 8m
(2014 £72 6my) and the profit after tax amounted
to £65 8m (2014 55 5m) The Board proposes
that a final dwdend of 11 0 pence per ordinary
share be pad on 28 August 2015 to shareholders
whose names are on the register of members at the
close of busness on 7 August 2015 This payment,
together with the iInterm dividend of 5 5 pence per
ordinary share pand on 23 January 2015, makes a
total for the year of 16 5 pence per crdinary share
The total final dvdend payable to shareholders for
the year Is estimated to be £21 4m

Computershars Trustees {Jersey) Lumited, trustes of
the Halfords' Employee Share Trust has wanved its
entitlrment to drndends

PERFORMANCE MONITORING

The delivery of the Group's strategic objeciives &
monitored by the Board through KPls and panodic
review of vanous aspects of the Group s eperations
The Group conswders that the KPls histed on pages
22 to 24 are appropriate measwes for the delvery
of the strategy of the Group via ts Retail and
Autacentres dvisions

DIRECTORS

The following were Directors of the Company durng
the penod ended 3 April 2015 and unless otherwise
stated at the date of this Annual Report

Dennis Millard

Matt Dawvies {resignedt 30 Apnl 2015)
Andrew Findlay

David Adams

Claudia Amey

Helen Jones

Bifl Ronald (resigned 31 May 2014)
Keith Harris resigned 31 May 2014)

In accordance with the Company’s Articles of
Assocation and the UK Carporate Governance
Code gudelines, all those persons holding office
as a Drrector of the Company on 3 April 2015 will
retire and offer themselves for re-election at the
2015 AGM  Jill McDonald who was apponted
on 11 May 2015 will stand for election for the first
ime

40

DIRECTORS' INTERESTS

DOrectors have a statutony duty to avoxd stuations »
which they have, or may have, interests that conflict
with those of the Company untess that conflict is first
authorised by the Board

The Company has In place procedures for
managng conflicts of mterest The Company's
Articles of Association contain provisions to allow
the Drrectors to authonse potential conflicts of
nterest so that if approved a Director will not be
n breach of his/her duty under company law In
Ine with the requIrements of the Companies Act
2006, each Drector has notified the Company of
any situation In which he or she has or could have
a drrect or ndrrect interest that conflicts or possibly
may confiict, with the interests of the Company {a
situational conflict) Directors have a contmuing duty
to update any changes to ther conflicts of nterest

DIRECTORS’ INDEMNITIES

Drrectors and Officers’ nsurance cover has been
establshed for all Drectors and Officers to provide
cover aganst ther reasonable actions on behalf of
the Company The Drectors of the Company and
the Company’s subsidianes have the benefit of a
thirgd-party ndemny provision, a5 defined by section
236 of the Comparues Act 2006 the Company's
Articles of Association

AUDITOR

The Company’s Auditor is KPMG LLP A resolution
proposing the reappaintment of KPMG LLP 15
expected to be i the notice of the AGM and will ba
put to shareholders at the meeting

Getting Into Gear

DISCLOSURE OF INFORMATION TO THE
AUDITOR

In accordance with Section 418(2) of the Companias
Act 2006, each Dwector in office at the date the
Dwectors' Report s approved confims that

I 50 far as the Drector 15 aware, there 1s
no refevant audit nformation of which the
Company's auditor 1s unaware, and

=t

he/she has taken all the steps that he/she ought
to have taken as a Director n order to make
himself or herself aware of any relevant audt
information and to establish that the Company’s
auditor 15 aware of that nformation

GOING CONCERN

With effect from 14 November 2074 the ultrmate
holding company, Halfords Group plc completed
an amend and extend of ds previousty secured
four-year £200m revong credit faclity (with an
option 1o extend for a further year) The amangement
now consists of a £170m five-year revolhing

credit faciity ending in Novernber 2019 At the
year end the Group had undrawn bomowing
faciities of £117m (2014 £114m) The Groups
current committed borrowing faciities contan
certan financial covenants, which have been met
throughout the penod The Group's forecasts and
profections taking account of reasonably possible
changes in trading performance show that the
Group should be able to operate within the level

of Its borowing facrities ard covenants for the
foreseeable future As a consequence the Directors
beleve that the Group 1s well placed to manage its
busness nsks successfully, despite the uncertain
econemic outlook. The Directors have a reasonable
expectation that the Group has adequate resources
to continue In eperational existence for the
foraseeable future, hence they continue to adopt the
going concern basis of accounting In preparing the
Financial Staterments
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COLLEAGUES

The Group strives to meet ts business objectives
by motivating and encouraging its employees 1o
be responsive to the needs of s customers and
continually iImprove operatonal performance

The Group 15 committed to prowding equality of
opportunity to employees and potential employees
This applies to recruitment, tranng career
development and promotion for all employees
regardiess of physical ability, gender, sexual
orientation, relgion age or ethnic ongn Full and far
consideration 1s gven to emplayment applcations
by disabled persons wherever sutable opportuniies
exsst, having regard to thew particular aptiudes and
abikties Tramng and career development support
15 provided where appropnate Should a colleague
becorme disabled efforts are made to ensure

therr contnued employment with the Group with
retrainng beng provided  necessary

The Group has established a framework of colleague
communications, iNcluding a monthly magazine, to
provde coleagues with nformation on matters of
concern to them and busness performance as wel
as 10 encowrage the engagement of every colleague
n the Board's commitment 1o high standards of
custorner care and service provision

A whistieblowing policy and procedure enables
colleagues to report concerns on matters affecting
the Group or ther employment without fear of
recnmination In addtion the Group takes a zero-
tolerance approach to matters of discnmination,
harassment and bullyng in all aspects of ts business
operations Including In relation 1o gender race
national angin, disability, age, religion or sexual
orentation Appropriate policies and procedures are
in place for reporting and dealing with such matters

POLITICAL DONATIONS

The Group made no politcal donations and ncurred
no poltcal expenditure dunng the year FY14 nil) It
remans the Company’s policy not to make political
donations or to incur political expendture however
the appicaton of the refevant prowsions of the
Companes Act 2006 15 potentally very broad
nnature and as kst year, the Board 15 seekang
sharehokder authonty to ensure that the Group does
not nadvertently breach these provisions as a resuft
of the breadth of ts business activities, although the
Roard has no mtention of usng this authonty

CUR
GOVERNANCE

SHARE CAPITAL

Detalls of the Company's share capital, ncudng
changes dunng the year in the issued share capital
and detals of the nghts attaching to the Company's
ordnary shares, are set out i Note 21 on page 102
All ordinary shares including those acqurred through
Company share schemes ard ptans rank equally
with no special nghts

All shareholders are entitled 10 attend and speak

at the general meetings of the Company, appoint
proxies recenve any dvidends, exercise voting rights
and transfer shares without restriction There are no
known arrangements that may restrict the transfer of
shares or voting nghts

The Company has term and revolving credit faciities
that requwre the Company n the event of a change

MA.JOR SHAREHOLDERS

of control ta notfy the facility agent and, f required
by the mayponty lenders these facilibes may be
cancelled The Company doas not have agreements
with any Director or employee that would provide
compensation for loss of office or employment
resutting from a takeover except that provisiens of
the Company’s share schemes and Deferred Bonus
Plan may cause options and awards granted to
Directors and employees under such schemas and
ptans to vest on a takeover

Rules relating to the appointment or removal of the
Dwectors, and ther powers are contaned within
the Company's Articles of Assocaton which in
accordance with legislation can only be changed
with shareholder approval

As at 1 June 2015, the Company's register of substantial sharehokdings showed the folowng ntevasts of 3%

or more of the Company's issued ordinary shares

Holder

Arternis Investments Management LLP

J O Hambro Capital Management Linited
Schroders Plc

Legal & General Investment Management Linited
Rathbone Brothers Plc

Invesco Limited

Norges Bank Investment Management
BlackRock Investment Management Limited

Number of % of 1ssued
shares shares
26,978,462 1355
10 700 558 538
8512 484 428
7,772,556 390
7 510079 377
86,550,590 329
6,462 138 325
6,257,960 314

AUTHORITY TO PURCHASE SHARES

At the 2014 AGM, shareholders approved a special resolution authonising the Company to purchase a
maximum of 19 906,322 shares representrnyg less than 10% of the Company s issued share capital at 1June
2014, such authonty expinng at the conclusion of the AGM to be held in 2015 or i sarier on 30 September

2015
ANNUAL GENERAL MEETING

The AGM will be held at the Hilton Garden Inn, 1 Brunswick Square, Brmdley Place Brmingham
B1 2HW on Thursday 30 July 2015 The notice of the AGM and explanatory notes regarding the special
busness to be put to the meeting will be set cut N a separate creular to shareholders

By order of the Board

Justin Richards
Group Company Secretary
4 June 2015

STOCK CODE HFD
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CORPORATE GOVERNANCE

REPORT

“Good corporate
governance s a
key element of our
business success.”

9,000

CUB SCOUTS

TAUGHY BIKE

MAINTENANCE

100,000
CYCLISTS
SUPPORTED BY
HALFORDS'
MECHANICS
42

CHAIRMAN’S
INTRODUCTION

My primary role 1s to lead the
Board and ensure that it works
effectively and collaboratively
to create sustainable, long-term
shareholder value

Good corporate governance Is a key element

of our business success The Board is therefore
committed to ensurnng that high standards

of governance, values and behaviours are
consistently applied throughout the Group These
elements are cntical to business integrity and
mantamng investors’ trust in Halfords

The Board has recently welcomed the new Chief
Executive Officer, Jil McDonald, following the
resignation of Matt Davies Jil joined the Company
trom the McDonald's Corporaton where she

was CEO UK & President North West Dwision
Europe She brings to the Board a wealth of
expenence from successfully heading a large
complex service led consumer facing busingss

Getting Into Gear

The Board very much looks forward to working
with her and the Execulve Team providing
appropnate guidance and independent thought
and challsnge for the sustanable delvery of the
Group's long term strategy

The fallowing Corporate Governance Report
contans a surmmary of the Gompany's
governance arrangements and the regulatory
assurances required under the LUK Corporate
Governance Code 2012

I would encourage you o attend this year's AGM
and meet me and the Board

Denris Millard
Charman
4 June 2015

Halfords Group plc Integrated Annual Report for the penod ended 3 Apn| 2015




STATEMENT OF COMPLIANCE WITH UK
CORPORATE GOVERNANCE CODE
Responsibitty for good governance lies with the
Board The Board is accountable to shareholders
and I1s committed to the highest standards of
corporate governance as set out n the UK
Corporate Governance Code 2012 {the “Code”)
The Code can be found on the Financial Reporting
Counci's website at www frc org uk The Board
considers that throughout the perod ended

3 April 2015 the Company has compled, without
exception, with the provisions of the Code

This report outines how the Board has applied
the main principles of good govarnance set out N
the Code during the penod undear review

LEADERSHIP

BOARD COMPOSITION

The Board 18 committed to ensunng that it provdes
leadership to the business as a whole having
regard to the nterests and views of its shareholders
and other stakeholders K s also responsible for
setting the Group s strategy, values and standards
Details of the Group s business mode! and strategy
can be found on pages 6 to 18

The roles of Chairman and Chuef Executive Officer
are separate and clearly defined, with the dmsion
of responsibilities set out in writing and agreed by
the Board The definions of the roles are availlable
at www halfordscompany com/investors/
governance/dmsion-of-responsibiibes-between-
the-charman-and-chief-executve-officer

As at the date of this report the Board of Diectors
was made up of six members compnsing the Non-
Executve Chairman two Executive Directors and
three Non-Executive Directors The composition

of the Board s as set oul on page 48 and the
brographies of ndmdual Directors, inchuding any
other business commitments, are avallable on
page 38 and also at www haffordscompanry com/
investors/governance/the-board

The Drrectors together act in the best interests of
the Company via the Board and its Committees
devoting sufficient time and consideration as
necessary to futfil ther duties Each Drector
brings different skills experience and knowledge
to the Company, with the Non-Executve Directors
additonally bringing independent thought and
ndgement This combination seeks to ensure that
no indwidual or group unduly restnicis or controls
decision-making

Each of the Non-Executive Directors (excluding
the Charman) s considered independent of
management and free of any relationship that
could matenally interfere with the exercise of
ther independent jJudgement The Charman was
considered ndependent upon his appointment
The Beard considers that each Non-Executive
Director brings ther own servor level of
expenence, gained within ther field

OUR
GOVERNANCE

THE BOARD

KEY MATTERS RESERVED FOR
BOARD APPROVAL

GROUP STRATEGY AND RISK
MANAGEMENT

FINANCIAL AND INTERNAL CONTROLS

Delegated Authorities

Approval of the Group s Strategy and
Business Plan

Approval of changes to capital structure
Approval of any decisions 1o cease 10

operate all or any material part of the
Group s business

Approval of extension of actvities nto
new businesses or geographical areas

Oversight of nsk management and
nternal conirol framework

Approval of financial statements and
results announcements

Approval of shareholder commurucations

circulars and Notices of Meetngs

Approval of the Auditor s remuneration

and terms of engagement
Recommendaten and declaration of
dvidends

Approval of major capital expenditure
projects

Approval of matenal contracts

EXECUTIVE
DIRECTORS
AND SENIOR
MANAGEMENT

THE
BUSINESS

STOCK CODE HFD
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BOARD MEMBERSHIP AND

COMMITTEES

«  Appointment of Directors

»  Approval of the fees of the
Non-Executive Directors

s Setting of Board Committees Terms of
Reference

CORPORATE GOVERNANCE

* Undertaking formal perfarmance reviews
of the Board Commitiees and ndmdual
Directors

+  Determirning the ndependence of Diectors

* Recening reports on Group polcies such
as health and safety nsk management
strategy, the environment and charnitable
and political donations

Read more about the remit of each Comnuttee on
pages 50 to 70

See Committee Terms of Reference at
www hallordscompany comvinvestors/
govemancefour-commuittaes

How Wa Do Business 1s the mternal name of the
formal delegated authornties document approved
by the Board It describes how day-to-day
decisions are delegated to the Exacutve Directors,
the Senior Management Team and others within
the business Each potental actmty 1s set out

by reference from whom approval must be

sought and the paperwork required t0 ewdence
that appraval Where an actmty 1S not expressly
described within How We Do Business approval
must be sought from the Senor Management
Tean, who will apply the principles of How We

Do Business to the decision The implementation
of the document i1s constantly monitored, with
updates proposed to the Board to reflect changing
practices or structures Briefing sessions were held
for all retevant Support Centre colleagues upon
launch and are refreshed whenever the document
Is updated
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CORPORATE GOVERNANCE
REPORT continued

BOARD RESPONSIBILITIES

The key responsbilities of Board mermbers are set out below

Rele Main Responsibiities
Chairman of the Board *  Leadership of the Board ncluding its operation and governance

+ Builds an effective and complementary Board

s Sets the agenda styls and tone of Board discussions

+ Faciitates and encourages active engagement in meetings, promoting effective relationships and open commurication

» Ensures effectve communications with shareholders and other stakeholders

Group Chief Executive .

Develops the Group objectives and strategy for Board approval

* Creates and recommends to the Board an annual budget and five year financial plan

* Successiully delvers aganst the financial plan and other objectives and executes the agreed Group strategy

* identifies and executes new business opportunitigs and potential acquisitons or disposals

*  Manages the Group s nisk in ing with the Board approved nsk profie

Senior Independent .
Director .

Supports the Charman in hus rola

Charman s performance

Holds mesetings with the other Non-Executive Directors without the Charman at least once a year to appraise the

e Acts as an intermediary for the other Directors or as a sounding board for the Chairman if required

* Avallable to other Directors and shareholders with concerns that cannot be addressed through the normal channels

Non-Executive Directors, .
including the Chairman .

Participate in the development of the strategy of the Group

Evaluate and appraise the performance of Executive Drrectors and Senior Management against agreed targets

= Montor the financiab nformaten, nsk management and controls processes of the Group 10 make sure that they are

sufficiently robust

*  Meot regularly with senior management

¢ Perodically wsit retail stores Autocentres and distrbution centres

¢ Meet together regularty without the Executive Drectors present

» Formulate Executive Director remuneration and succession planning

Company Secretary *  Works clasely with the Charman Group CEQ and Board Committee Charmen in setting the rolling calendar of agenda
items for the meetings of the Board and its committees

* Ensures accurate timely and appropriate nformation flows within the Board the Committees and between the Directors
and senior management

* Prowdes advice on Board matters legal and regulatory Issues, corporate governance, Listing Rules compliance

and best practice

A formal schedule of matters reserved for the
Board 15 n place and regularly revewed This
15 avallable at www halfordscompany conv
nvestors/governance/matters reserved-for-the-
board

To effectively discharge these responsibilities the
Board has additionally mplemenied a system

of delegated authonties which is described on
page 43 This enables the effective day-to-day
operation of the business and ensures that
significant matters are brought 10 the attention

of management and the Board as appropnate It

44

15 through this system that the Board 1s abile to
provide oversight and direction to the Executive
Dwrectors the Senior Management Team and the
wider business

Matters Reserved for the Board include
Authorty Strategy and Managemant, Structure
and Capuital, Investor Relatons, Audit, Financial
Reporting and Controls Nominations to the
Board, Executve Remuneration and Significant
Contracts

Getting Into Gear

BOARD MEETINGS AND ATTENDANCE
The table opposita shows the attendance of
Orrectors at the meetings of the Board and

of the Audit Nomination and Remuneration
Committess dunng the year ended 3 Apnl 2015
Whers a Drrector did not attend megtings owing
to prior commitments or other unavoidable
cucumstances, he or she provided input to the
Chauman so that his or her views were known

Halfords Group plc Integrated Annuzal Report for the pened ended 3 Apnl 2015
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BOARD ATTENDANCE AT SCHEDULED MEETINGS
Audit Remuneraticn Nomination
Board Commuttee Committee Committee
Board Member Scheduled 12  Scheduled 4 Scheduled 8 Scheduled 2

Executive Directors

Matt Davies OO 3 4 L ]
Andrew Findiay L2 € 4 na n/a

Non-Executive Directors

Dennis Millard ®Q a 1 10] 1210)]
Dawvid Adams 2] @ O @ 0 @ 2] @
Claudia Arney @ @ ) @ 0 12] @
Helen Jones [12] @ O @ (3] 2] @
Bill Ronald 00 L JO) [ ]©)] na
Keith Harns 0@ 0@ 0@ wa

(O Number of mastings avalabla to the inavicual @) Number of mestings attended by the indridual

QOther members of the Senior Management Team
and adwsors attended Board meetings by nwvitation
as appropriate throughout the year The Board also
held a two-day Stategy meeting dunng the penod

At each Board meeting the Chief Executive
Officer delivers a high level update on business,
before the Board moves to considenng specific
reports reviewing business and financial
performance, key iniitatives nsks and governance
In addition, throughout the year the Senior
Management Team and other celloagues deliver
presentations to the Board on proposed nitiatives
and progress on projects

BOARD COMMITTEES

The Board Committees are the Audit Committes,
the Nomination Committee and the Remuneration
Committee Specific responsibiities have been

delagated 1o each Each Committee has its
terms of reference approved and regularly
reviewed by the Board The terms of reference
for the Committees are avallable on www
halfordscompany com/investors/governance On
the following pages each Committee Charman
reports how the Committee he/she chars
discharged its responsibilities in FY15 and the
material matters that were considered

Following each meoting of a Committee, the
Commitiee Chairman reports to the Board Whilst
not entitled to attend other Directors, professional
adwisers and members of serior management
attend when nwted to do so The Auditor attends
Audit Committee meetings by nvitation No
person 1s present at Nomination Commuittee or
Remuneration Committee during discussions

STOCK CODE HFD
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Number of meetings imted to attend for whole or part of tha meating

peartnent to them The Company Secretary acls
as the secretary to each Commuitiee

A Disclosure Committee, made up of a mirimum
of two Dwectors approves the final wording of
market announcements prior to release There
wera five Disclosure Committees dunng the
period

The day-to-day treasury needs of the Group ara
managed by the Treasury Commuttee, chaired by
the CFO and whose other members are senior
members of the finance and treasury teams

The Board may establish other ad hoc
committees of the Board to consider specific
1ssues from tme to time No such committees
were formed dunng the year
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CORPORATE GOVERNANCE
REPORT continued

HALFORDS BOARD

The Board 1s tha principal decision-making forum for the Group, setting the strategic direction and ensuring that the Group manages
nsk effectively The Board 1s accountable to shareholders for financial and operational performance

See page 44 for examples of Matters Reserved for the Board A complete list 1s avalable on the company’s website

www halfordscompany com

NOMINATION COMMITTEE

Key Objectives

To ensure that the Board has the
skills, knowledge and expenence
to be effective In discharging

Its responsibilihes and to have
oversight of all governance matters

Main Responsibilities

Making appropriate recommendations
to maintain the balance of skills

and experience of the Board by
considering

+ theswize structure and composition
of the Board and

*  Senior management SUCCEeSSIon
plans, retirements and
appontments of additional and
replacement Diractors

More information on diversity in the

Group can be found on pages 41
and 51

Read more wsthin the Nomimation

Committee Report on page 50
Chair Members
Dennts Millard Dawnd Adams

Claudia Amey
Helen Jones
Matt Davies'

e

AUDIT COMMITTEE

Key Objectives

To provide effective governance
over the Group's financral reporting
processes including the internal
audit function and external Auditor
and to maintain oversight of the
Group’s systems of internal control
and nsk management activities

Main Rasponsibilities
The Audit Committee's responsibilities
nclude

*  making recommendations to the
Board on the appointment/removal
of the external Auditor, the terms of
engagement and fees,

*  reviewng and montonng the
ntegrty of the Companys financial
statements, including 1ts annual
and ntenm reports and preliminary
results announcements and any
other formal announcement relating
to its financial performance and
then recommeanding the sama ta
the Board

* assisting the Board in achieving
its obligations under the Code in
areas of nsk management and
nternal control, and

* focusng parteularly on compliance
with legal requrrements accounting
standards and the Listing Rules

Read more within the Audt Cormmittee
Report on page 52

Chair Members
Dawid Adams Claudia Arney
Helen Jones

' 4

REMUNERATION COMMITTEE

Key Objectives

To ensure that a Board policy exists
for the remunerabion of the CEO,
the Chairman, other Executive
Directors and members of the
executive management

Main Responsibimes
The Remunerations Committee’s
responsibilities include

= recommendng to the Board
the total indvidual remuneration
package of Executive Directors
and mambers of the executive
management,

« recommending the design of the
company share ncentive plans
to the Board, approving any
awards to Executive Directors and
other execulrve managers under
those plans and defining any
performance conditions attached
to those awards,

» determining the Chairman s tee,
following a recommendation from
the CEO, and

* mantaining an actve dialogus
with institutional Investors and
sharesholder representatives

Read maore within the Ramunerabion

Committee Report on page 56
Chair Members
Claudia Arney Dawd Adams

Dennis Millard
Helen Jones

¢ e

Reprasents the Commttea at the close of penod
Sinca the close of the parad Matt Davies has
resgned and Jil McDonale successor CEO has
replaced hun on the Committee

The Normnation, Audit and Remunerauon Committees full Terms of Reference are avallable
on the Company’s website or on request fom the Comparty Secretary

46 Getting Into Gear
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CONCERNS

The Charman seeks to resolve any concerns
raised by the Board, whether raised in a Board
meeting or in another forum Where raisad and
unresolved In a Board meeting, the unresolved
business can be recorded on behalf of a Director
w the minutes of the relevant meeting A resigning
Non-Executve Duector would also be able 1o rase
any concerns in a wntten letter o the Charman
who would bring such concerns to the attention
of the Board No such concerns have been rased
throughout the penod

OuUR
GOVERNANCE

EFFECTIVENESS

INDEPENDENCE

The Independent Non-Executive Directors bring
a wide range of experience and expertise to the
Group's affars and carry significant weight in
the Board's decisions The Independent Non-
Executve Dreciors are encouraged to challenge
management and help develop proposals on
strategy In complance with the requirements of
the Code for at least ha'lf of the Board excluding
the Chairman, to be independent the Company
confirms that 60% of its Board are mdependent

SKILLS AND EXPERIENCE OF THE BOARD — MOVING US THROUGH THE GEARS
The below graphic llustrates the number of Directors on the Board who have the relevant skills and experience hsted to the night

Indvidual Orectors may fall nto one ar more categores

Raprasents the Beard at the close of the period

STOCK CODE HFD
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The Board considers David Adams Claudia
Armey and Helen Jones to be ndependent in
character and Judgement in accordance with the
requirernants of the Code The Chairman, Dennis
Millard, was considered independent on his
appointment
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CORPORATE GOVERNANCE
REPORT continued

Diversity!

1 Represents the Board at tha closa of the pericd Bill
Ronald and Keith Harns retred dunng tha period on
31 May 2014

2z Since the close of the periad and the cate of s report
Matt Davies has resigned as CEQ and been supersedad
by Ji McBonakt making the gender rabo 3 3

DIRECTORS’ INDUCTION TRAINING

48

DIVERSITY

The Board considers that 1t Is the background
and expenence brought to the Board by each
ndividual that best secures and demonstrates
its dversity The prnciple that candidates are
considered "on merri and aganst objective
critena and with due regard for the benefits
of drversity on the Board, ncluding gendear™ 1s
established in the Terms of Relerence of the
Nommnation Committee

No fixed quota 1s applied to decisions regarding
recrutment, rather the Nonmination Commuttee
considers capabiity and capacity to commut the
necessary time to the role N its recommendations
1o the Board The intention 18 the appointment

of the most suitably-qualfied candidate to
complement and balance the current skills
knowledge and experience on the Board seeking
to appont those who will be best able to help lead
the Company In its long-term strategy Following
Jill McDonald's appointment 50% of the Board 1s
fernale, already exceeding the EU s 2020 guideline
of 40%

The Board s well placed by the mixture of skils,
expenence and knowledge of its Directors to
act In the best interests of the Company and its
shareholders

APPQINTMENTS TO THE BOARD

At the end of Apnl Matt Davies resigned as
the Group Chief Executive Officer after two
and a half years an the Board  As reported

Getting Into Gear

n the Nomination Committee s report a
thorough search was conducted 1o dentify
suitable candidates both internally and
externally to succeed fum in this role Lpon the
recommendation of the Nomination Committee,
Jill McDonald joined the Board on 11 May 2015
as Chief Executive Officer Jill was formerly CEQ
UK & Prasident, North West Dmision, Euwrope for
McDonald's Corporaton  She brings with her
significant corporate operational and brand
management experience

Succession planning is not, however, confined

to the Board itself and the Board pays a close
nterest In identifying and cultvating leaders of the
future from within the business

DIRECTORAS' INDUCTION

All new Durectors recenve an inducton talored

1o ther indmadual requirements, to include
briefings on the actnties of the Group and visits
to operational stes They also meet all of the
Company s other Directors and Senwor Executives
This facilitates therr understanding of the Group
and the key drivers of the business' performance
Jit McDonald 1s currently undertaking a full
induction programme as prepared by the
Charman with the assistance of the Company
Secretary Upon joining she was provided with
background materntals covering the operational
and organisaticnal structure of the business as
well as the strategic ams and key intiatives of the
Company Over the coming two months she will
hold one-to-one meetings with all members of the
Senior Management Tean, as well as undertaking
extensve Retal store Autocentre and distribution
centre visits, meeting colleagues from across the
Group

TRAINING AND DEVELOPMENT
All currert Directors have vanous opportunities for
on-gong development and suppoit via

* A programme of Support Centre, distnbution
centre, Retall store and Autocentre wisits

* Reviews with the Gharrman to identify any
training and devetcpment needs,

* Adwvice on governance, relevant legislative
changes affecting the business or ther duties
as Drectors from the Company Secretary

* Access to independent professional advice at
the Company’s expense and

*  Membership of the Deloitte Academy, a
traning and guidance resource for boards and
directors
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EVALUATION

It i1s important to regularly review the effectiveness
of the Board and its Committees Despite
undertaking an external review In the last pencd
the Company decided to repeat the exercise
engaging the services of an external facilitator
Lintstock Limited Owang to changes within the
make-up of the Board, the decision was taken to
delay siightly, performing the assessment n Apnl
2015

The assessment consdared topics under the
headings

* Board Composition, Expertise & Dynamics
*  Time Managerment,

¢ Board Support

» Board Commitiees,

+ Strategic Oversight

* Risk Management and Internal Control,

*  Succession Planning and

s Prionties for Change

Following this review the Chawrman is satisfied
that the Board and its Committees are performing
effectively and that there 18 the appropnate
balance of skils experience independence

and knowledge of the Group to enable the
Directors to discharge ther respective duties and
responsicilities effectively The Board will continue
1o lake proactve steps to address recommended
Improvements

The three most significant actions 1o be taken as a
result of the assessment are set out below

+ Folowing the change of the CEC and
forthcoming change of the CFC, the
composition of the Board and sts Committees
and the background and expertise of therr
members will be reviewed to ensure that they
have the appropriate expertise to deliver the
Group's strategy

+ The Board will develop new innovative ways
of considenng and setting future strategy and
direction, and

« The NEDs will meet more frequently, without
the Executves through a series of scheduled
formaksed meetings

RE-ELECTION

In compliance with the Code and the Compary s
Articles of Association all Directors on the Board
as at 4 June 2015 wilt seek re-election at the
Company’s AGM Jill McDonald will seek election
for the first tme

DIRECTORS AND THEIR OTHER INTERESTS
Each Director 15 required to nolify the Company

of any situation N which he or she has or could
have, a direct or indirect interest that confiicts

or possibly may conflict, with the interests of the
Company (a situational confict) None was notified
during the penod

OUR
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All Directors are aware of the need to consult
with the Company Secretary should any
possible situational conflict ansa, so that prior
consideration can be given by the Board as to
whether or not such conflict will be approved

Detarts of the Directors’ service coniracts,
emoluments, the interests of the Directors and
ther immediate famibes in the share capital of the
Company and options to subscribe for shares

in the Company are shown in the Directars’
Remuneration Report on pages 56 to 70

INTERNAL CONTROL AND RISK
MANAGEMENT

Qverall responsibility for the system of internal
control and reviewing 1its effectiveness rests with
the Board This involves ensuring that there is

a process to identify, evaluate and manage any
significant nisks that may affect the achievement of
the Group s strategic objectives

The Board has conducted an annual review of the
effectiveness of the systerns of internal control
during the year, under the auspices of the Audt
Committee The Audit Committee provides the
Board with an independent assessment of the
Group's financial posiion accounting affars

and control systems In addition, the Board
receives regular reports on how specific nsks
that are assessed as material to the Group are
being managed For further nformation on the
Company's comphance with the Code provisions
relating to the Audit Committee and Auditor
please refer to pages 52 to 55

The risk management and internal control system
15 designad to manage rather than eliminate the
nsk of faling to achieve business objectives and
can provide only reasonable and not absolute
assurance agamst matenal misstaterment or

loss The Board s policy on mternal control

15 implermented by management through a
clearly defined operating structure with lines of
responsiblity and delegated authornty

An on going pracess for identrfying, evaluating and
managing the significant nsks faced by the Group
and assessing the effectiveness of related controls
has been established by the Board to ensure an
acceptable nsk/reward profile across the Group
The process has been in place throughout the
period ended 3 April 2015 and up to the date

of approving the Annuat Report and Financial
Statements

Qur process for identifying evaluating and
managing the significant nsks faced by the Group
and assessing the effectiveness of related controls
routinely identifies areas for mprovement but the
Board has neither identified nor been acvised of
any failings or weaknesses that it has determined
to be matenal or significant

The Board considered its appetite for nsk in
relation to the top 30 nsks determining that the

STOQCK CODE HFD
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nsks and mitigating actions were appropnate
to the level of nsk that was both acceptabte 1o,
and ncumbent within a listed business More
information on the Company's key nsks and
uncertanties 1s shown on pages 32 to 35

RELATIONS WITH SHAREHOLDERS
The Board 15 committed to effective
communicatans between the Company and
its shareholders and, accordingly has a strong
Investor Relations programme that seeks to
actively engage with shareholders

This programme includes formal presentations of
full year and intenm results  These prasentations
along with the Annual Report and Accounts

are the primary means of communication dunng
the year with all of the Company's shareholders
Addtionally, the Charman the Chief Executive
Officer and the Chief Financial Officer have met
with analysts and nstitutional shareholders during
the penod ta kesp them nformed of significant
developments and help mantain a balanced
understanding of therr 1Issues and concerns

Therr views and feedback as well as market
perceptions gathered are regularly communicated
to the Beard via a manthly report by the Investor
Relations Officer The Company Secretary also
brings to the atiention of the Board any material
matters of concern raised by the Company's
shareholders, including private nvestors

The primary method of communication with
sharsholders is by electronic means, halping to
make the Company more environmentally fnendly
Information avalable on the Company s weabsite
includes current and fistonc copies of the Annual
Report and Accounts, fult and half-year financial
staternents market announcements, corporate
governance information the Terms of Reference
for the Audit, Nomination and Remuneration
Committees and the Matters Reserved for the
Board

The Annual General Meeting gives all shareholders
the opportunity to communicate directly with the
Board and ther participation 1s welcomed The
Chairmen of the Remuneration, Nomination and
Audit Committees will be present at the AGM
and will be in a positton to answer questions
relevant to the work of those Committees N is
the Company's practice to propese separate
resolutions on each substantial 1ssue at the AGM
The Chawrman wilt adwse sharcholders on the
proxy voting detals at the meeting

By order of the Board
Justin Richards

Group Company Secretary
4 June 2015

49




OUR GOVERNANCE > NOMINATION COMMITTEE REPORT

NOMINATION COMMITTEE
REPORT

CHAIRMAN’S
Halfords.com LE-ITER

The past year was a significant
ALM OST and busy year for the Committee
ills In addition to its key responsibility
90 mllllon of ensuning that an effective Board
VISITS and Committees are in place, the

Committee oversaw the process
for the appointment of the Group’s
new Chief Executive Officer, Jill
McDonald

I was delighted when Jil agreed to join the
Group and take up the role of CEO and | am
certan that she will bring new perspective to the
Board based on her professional and personal
experence

Additional information on the actmties of the
Committee, including the details of the process
leading to the appontment of the new CEQ ana
the services provided by Egon Zehnder, executive
search agency are set out in this report

50 Gathing Into Gear

There were two meetings held duning the year
and, after each Commuttee meeting, | reported to
the Board on the key issues discussed during the
meeting A number of informal discussions were
also held between Committee members and me

The Committes’s terms of reference are avallable
on the Company’s corporate website www
halfordscompany com

Denms Millard
Nomination Committee Chairman
4 June 2015
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COMMITTEE COMPOSITION
Denrus Miltard {Chairman)

Jill MeDonald (joined 11 May 2015)
Dawd Adams

Claudia Arney

Helen Jones

Matt Dawies ({resigned 30 Aprnl 2015}
Bill Ronald {resigned 31 May 2014)
Keth Harns {resgned 31 May 2014)

The Committee’s role s to review the size and
structure of the Board consider succession
planning and make recommendations to the
Board on potential candidates for the Board

Its key objectve s 10 ensure that the Board
compnses indnduals with the necessary skaill
knowledge and experience 1o ensure that the
Board 15 effectve in discharging s responsibiliies

PRINCIPAL ACTIVITIES

The Committea s focus during the year was
overseeing the process for the appontment of

a new CEQ, following Matt Davies' resignation
The Commitige set out the types of skills and
attnbutes it envisaged a new CEO would possess,
which it captured in its brefing to executve search
agency, Egon Zehnder which identified potential
canclidates for the role  Committee memnbers
interviewed candidates for the role and thereafter
recommended the recrutment of Jill McDonald to
the Board

OUR
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DIVERSITY

The Committee and the Board have sought

to ensure that appontments are of the best
candidates to promote the success of the Group
and are based on ment, with due regard for the
benefits of diversity an the Board (white also
meeting the requirements of the Equalty Act
2013) We previously made a commitment to
further strengthen gender diversity amongst the
waorkforce and further to this commitment the
Board appointed Jil McDonald as the Group s
new CEO, bringing the percentage of female
Board members to 50% This exceeds the EUs
guideline of 40% female Board representation by
2020

The Company does not currently publish specific
dversity targets hut in practice 1t has created a

more balanced Board and Executive Management

Team and continues to work to ensure this 1s

replicated across the entire business 0 particular

nrelation to gender dversity

Further information regarding diversity Board can
be found on page 48
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LOOKING AHEAD

In the year ahead, the Nomnation Commuttee will
continue 1o assess the Board composition and
how it may be enhanced It has also embarked
upon the search for a replacement for Andrew
Findlay, the Chiet Financial Officer who will leave
the Company in October 2015
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AUDIT COMMITTEE
REPORT

DASH CAM CHAIRMAN’S

SALES UP
740% INTRODUCTION
IN Q4
FOLDING o the skt Cormtian for ther
BIKES financial year ended 3 Apnl 2015.

o Throughout the year, the Audt Committee has
U P 26 /o continued its work of reviewing the effectiveness
of Halfords corporate governance framework
YEAR-ON-YEAR waith particular emphasis on the qualty of financial
reporting, Internal control, and nsk management
systemns This report explains in detall how the

Committee undertook its duties

We are now entening the thid full yaar of our
in-house nternal audit programme The internal
audit function and its audit unverse-driven review
programme have matured well and our risk
management processes are embedded within the
operations of the busness

h2 Getting Into Gear

Looking to the financial year beginning in

Apri 2015 the business recognises the new
requirements being introduced by the new UK
Corporate Governance Code {issued September
2014) The Audit Cornmuttes has already
discussed these new requirements and has a
clear plan to address them

Dawvid Adams
Charman of the Audit Committee
4 June 2015
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MEMBERSHIP AND REMIT OF THE
AUDIT COMMITTEE

MEMBERSHIP

All of the members of the Audit Cormmittee are
independent Non-Executive Directors Hawing
been the Deputy Chief Executive and Finance
Director of House of Fraser Pic David Adams

1s considerad by the Board to have recent and
relevant financial expenence and so the requisite
axperence to char the Committee  Each of the
other independent Non-Executwe Directors has
through therr other business actvities, significant
experience in financial matters

The Charman, Executve Directors and key
adhisors are Invited to attend meetings as

appropnate N order to ensure that the Commitiee

maintaing a current and well-informed view of
events within the business and to renforce

a strong nsk management cutturg The Audit
Committee maets according 1o the requirernents
of the Company's financial calendar The

meetings of the Audit Committee also provide the

opportunity for the ndependent Non-Executive

Directors to meet without the Executrve Directors

present and to raise any 1ssues of concern with

the Auditor There have been three such meetings

in the penod ended 3 April 2015 and nothing of
note was reported

OUR
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REMIT
The Audit Committea's responsibilities include

* making recommendations 1o the Board on the
apponiment of the external Auditor including
on efiectveness, ndependence, non-audit
work undertaken (against a formal policy) and
remuneration,

+ reviewing the accountng pnnciples policies
and gpractices adopted throughout the period,

» reviewing and approving external financial
reporting for adoption by the Board

* assisting the Board in achieving its obligations
under the Code in areas of risk management
and internal control, focusing particularly
on compliance with legal requirements
accounting standards and the Listing Rules,

* ensunng that an effective system of mternal
financial and non-financial controls 15
mantaned, ang

STOCK COBE HFD
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approving a formal whistleblowing policy
whereby staff may, in confidence, disclose
1ssues of concern about possible malpractice
or wrongdoings by any of the Group'’s
businasses or any of its employees without
fear of reprisal, and includes arrangernents to
nvestigate and respond to any 1ssues rased

The Audit Committes has reviewed 1ts Terms of
Reference and its compesition durng the year
and bahoves that both are appronate  Copies
of the full Terms of Reference are avalable on
the Company's website or on requast from the
Cormpany Secratary
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AUDIT COMMITTEE
REPORT continued

PRINCIPAL ACTIVITIES DURING THE YEAR

The Audit Commuttee met four times duning
the year with the following trmetable

MAY 2014

* Revew of Year End Chiei Financial Officer's
Report

* Recommend the Preliminary Statement to
the Board for Approval

* Recommend the Annual Report to the
Board for Approval

* Rewview of External Auditor s Report

*  Rewview Statemnent of External Auditor's
Independence

+ Rewview of internal Audit Full Year Report

* Rewview of Group Register of Risks and
Controls

*  Approval of Internal Audit Charter

OCTOBER 2014

«  Revew of Half Year Chwef Financial Officer's
Report

* Recommend the Intenm Statement 1o the
Board for Approval

LOCKING AHEAD

* Review of External Auditor’s Half-Year Report

*  Review of Internal Audit Progress Report

«  Approval of External Auditor Non-Audit
Fee Policy

* Review of Committee Terms of Reference

FEBRUARY 2015

*  Rawew of BExdernal Audnors Annual
Strategy and Fees

* Approval of Amendments to Internal Audit
and Risk Management Frameworks in
Response to Sep 14 Rewvision of Corporate
Governance Code
Review of Impact of FRS101

MARCH 2015

* Review of Internal Audit Progress Report
and Annual Strategy

* Review of Group Register of Fisks and
Conirols

+ Reaview of Group Whistleblowing Policy

For the financial year beginning in April 2015, the Committee plans to further augment s sk
management oversight through regular management briefings explaining n detall how selected
key areas of business fisk are managed These presentations will be priontised to reflect
emerging external 1ssuss but are hkely to feature topics such as cyber securty and supply

chain safeguarding

SIGNIFICANT JSSUES IN RELATION TO
THE FINANCIAL STATEMENTS

In order to discharge its responsibility to

consider accounting integrity the Committas
carefully considers key judgements apphed in

the preparaton of the consolidated financial
staternents that are set out on pages 76 to 112
The Comimittee's review Included consideration of
the fatiowing key accountng judgements
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IMPAIRMENT OF GOODWILL ASSQCIATED
WITH AUTOGENTRES

Following the acquisition of Nationwide
Autocentres in 2010 the Group holds significant
goodwll n the Halfords Autocentres business
There are a number of factors that could rnpact
on tha future profitabiity of the business (e g loss
of key customer, change in market behawour) and
thera 1s therafore a ngk that the business may not
meat tha growth projections necessary 1o support
the carrying value of the ntangible asset (sea note
10 of the financial statements)

Getting Into Gear

The Audit Committee has receved detailed
reports from Halfords' finance team and external
Auddor addressing this issue Consideration has
been given to ensuring that cash flow models
discount rates, sensitavity analysis and centre
profitability are all reasonable The Commuttes
concluded that it 1s satisfied with the accounting
treatment of impairment of goodwil

VALUATION OF INVENTORY WITHIN THE
RETAIL DIVISION

With the business holding a wide range of
stock itis likely that changing consumer
demands will mean that some ines cannot be
sold, or will be sold at below the carrying valug
Provisions are mads to reflect this  Given the
difficulties in forecasting market trends there
1s a nsk that inventory provisions made will
may be inappropriate or Incompleta (see note
13 of the financial statements) Management
has an estabiished methodology for assessing
Invertory provisions Range reviews are regularly
undertaken to ensure that all discontinued
inventory 1s identified

The Audit Commutiee has receved detarded

reports from Malfords’ finance tearn and extarnal

Auditor addressing this Issua After consideration

of the accuracy of the provisioning model the

completenass and accuracy of range reviews, |
and the reflection of these reviews within the

provisions, the Committee concluded that it 1s

satisfied with the accounting treatment of the

valuation of inventory

EXTERNAL AUDITORS

EFFECTIVENESS OF EXTERNAL AUDIT

The eftectiveness of tha external audn 1s
considered throughout the year through, amongst
other factors, assessment of the degree of

the audit firm's challenge of key estmates and
judgements made by the business, feadback from
any external or internal qualty reviews on the audit
and the wider qualty of commurication with the
Committee

In addition at its meeting n February 2015 the
Commuttee performed a specific evaluation of the
performance of the external Auditor considanng
the areas set ot above and feedback from
management Following this, the Commuttee
concluded that

+ the overall audit approach, matenality,
threshold and areas of audit focus were
appropnate 10 ihe busness and

» the audt 1eam possessed the necessary

auality expertise and expenence 10 prowide an
Independent and objective audit
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APPROACH TO APPQINTMENT OR
REAPPOINTMENT

KPMG LEP (formery KPMG Audit plc) were
apponted as external Auditor to the Group In
2009 following a formal tender process Since that
tme KPMG LLP has complied with the partner
rotation requirernent set out in Ethucal Standards
for Auditors A partner rotation was dug durng the
year, and accordingly KPMG's Peter Meehan has
taken up the responsibiliies of Senior Statutory
Auditor

The Audit Comrmittee considers that the
relationshup with the Auditor 18 working well and
1s satistied with ther independence objectiity
and effectiveness and has not considered it
necessary to require KPMG LLP to re-tender for
external audit work The Audit Commiitee has
recommended o the Board, for approval by
shareholders at the AGM on 30 July 2015, the
reappointment of KPMG LLP as external Audrtor

APPROACH TO SAFEGUARDING
OBJECTIVITY AND INDEPENDENCE IF NON-
AUDIT SERVICES ARE PROVIDED

The Audit Committee has established a palicy to
ensure that any non-audit senaces delvered by
the external Auditor will nat jeopardise objectvity
and independence The policy 1s consistent with
Ethical Standards for Auditors

The policy specifies

‘The external Auditor can be used to prowde
non-audit services subject 1o any non-audit
engagement proposal prowided by the externat
Auditor 1s formally approved by the Audit
Committee before contractual amangements are
entered into, except for

1 Half year review, and

1 Internal support services supplied by the
Auditor in order to execute management s
Internat Audit plan

Cther than for the above for each separate
service proposed to be prowided by the Auditor
the Chief Financial Officer will prepare a note
either to be tabled and minuted at an Audit
Committee meeting or to be crculated via email
1o the Audit Committee members and the CEO
grang a description of the work to be undertaken
the reasons why the Auditor is involved in the
proposal and how objectmty and independence
has, and ts seen to be safeguarded

Consent 1s requred from the Audit Commuttea
Charman on behalf of the Audit Committee
hefore the Auditor can be engaged for non-audit
senvices
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In addition, the external Auditor follows its own
ethical guidelines and continually rewews ds
audit team to ensure that its ndependence 15 not
compromised

An analysis of the fees earned by the external
Auditor 1s disclosed in note 2 to the financial
statements

ROLE AND EFFECTIVENESS OF
INTERNAL AUDIT

The Company has a dedicated in-house internal
audit teamn, assisted by external specialists If
necessary The team principally reviews the
effectiveness of the controls operating within the
business by undertaking an agreed schedule

of Independent audits each year The Audit
Comrmittee determines the nature and scope of
the annual audit programme at the beginning

of each year and rewises it from time to time
according to changing business crcumstances
and requirements  The Audit Committee aiso
confirms that mternat audit has appropriate
resoLrces available to it The annual audit
programme s derived from an audit universe
including financial and commercial processes,
governance issues and key corporate nsks

Internal Audit reports on a day-io-day basis

to Andrew Findlay, the Chief Financial Officer,

but s Independent in action and reporting of
issues, with direct ine of communication to

the Audit Commuttee Charman The findings

of the independent audils are reported intially

1o executive management and any necessary
corrective actions are agreed Summaries of these
reports are presented to, and discussed with the
Audit Committee atong with details of progress
against action plans as appropnate

STOCK CODE HFD
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WHISTLEBLOWING

A Whistleblowing Policy and procedure enables
colleagues to raport concerns on matiers aftecting
the Group or their employment, without fear of
recrimination Posters publicising whistleblowing
channels are distnbuted to all stores autocentres,
distrbution centres and support centres

The Whistieblowing Policy and procedure was
reviewed and approved by the Audit Committee
and was subject to an internal audit review durng
the year The Company Secretary prowdes the
Audit Committee with a regular summary of
whistieblowing contacts and resolutions

ANTI-BRIBERY AND CORRUPTION
POLICY

The Group's Anti-Brbery and Corruption Pohcy
statement renforces that the Halfords Board 15
committed to conducting its business affars so
as 10 ensure that 1t does not engage in or faciitate
any form of corruption It 1s Halfords' policy to
prohibi all forms of corruption amongst our
employees suppliers and any associated parties
acting on our behalf The Group has a detaled
Anti-Bribery and Corruption Policy and mantains
Gifts and Hospitality Registers Anti-bribery
expeciations are set out in standard purchasing
terms and conditions Face-to-face and onling
training has been provided to colleagues 1o raise
the awareness of anti-bnbery and corruption
legstation

The Audit Commities has requested that anti-
bribery and corruphon safeguards are pericdically
reviewed by nternal audit

INTERNAL CONTROL AND RISK
MANAGEMENT

Detals of the Group's internal contral and risk
management framework are set out on page 49
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REMUNERATION COMMITTEE

REPORT

“Our approach to
remuneration supports
a strong focus on
performance and reflects
the nature of our business.”

104,000

We Fits
IN ONE WEEK

8.9m

LITRES OF
SCREENWASH
FY15
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REMUNERATION COMMITTEE
CHAIRMAN’S LETTER

DEAR SHAREHOLDERS

On behalf of the Remuneration
Committee, | am pleased to
present the Remuneration Report
for the financial period ended

3 Apnl 2015

The Report has been prepared in ine with the new
UK Reporting Regulations that came into force in
2013 and congists of three sections

+ This Annual Statement,

* Our Policy Report, which sets out the
Directors' Remuneration Polcy for all Directors
of Hatfords and

» Qur Annual Report on Remuneration which
sets aut the detals of how the Company's
Drrectors were paid during FY 15 and how
our pohcy will be implemented in FY16 The
Annual Report on Rernuneration s subject
to an advisory shareholder vote at the 2015
AGM

REMUNERATICN POLICY

The Committee was pleased that sharcholders
approved our Remuneration Policy at the AGM
that took place on 29 July 2014 There are no
proposals to amend the policy at thss tirme and it
15 intended to continue urtil 2017 The Group's full

Getting Into Gear

Remuneration Policy is avallable on the corporate
gavernance section of the Halfords webste v
halfordscompany corn and, for ease of reference,
15 also summarnsed on pages 58 to 61

REMUNERATION STRUCTURE AND
PHILOSOPHY

The Remuneration structure 1s compnsed of the
following elements

* Fixed pay — base salary, benefits and
pension and

* Vanable pay — annual cash bonus and
Performance Share Plan

Qur approach to remuneration supports a strong
focus on performance and reflects the nature

of our business Our remuneration philosophy

15 amed at providing Executive Direciors with
incentive opportunities strongly aligned to growth
profitabydity and sharsholder returns

Halfords Group plc Integrated Annual Report for the penod ended 3 Apn! 2015




PERFORMANCE SHARE PLAN (“PSP™)
To ensure that the interests of the Executve
Directors continue to align with the delivery of the
strategy, the Comwmittee agan determined that the
performance measure for the FY15 PSP would be
based cn 75% Group EBITDA growth and 25%
Group Revenue Growth

The rules for the current PSP exprre this year,
having been in place for 10 years The Commitiee
has considered and approved new rules for the
PSP which will be placed before members for
ther approval at the 2015 AGM We took this
opportunity to mtroduce clawback prowsions INto
the plan alongside existing malus provisions

SAVE AS YOU EARN SCHEME (“SAYE")
The Committee believes that encouraging
colleagues to own shares in the business
encourages them to ‘think like an owner in ther
dealings with customers and colleagues, which

15 why the Committee doubled the monthly sum
that colleagues are permitted to save from £250
to £600 Share ownership is another factor that
makes Halfords a great place to work, as it drives
collsague motvation and commitment At the
last AGM, members approved the renewal of a
UK SAYE Scheme which led to the adoption

of new rutes for the UK SAYE Members also
approved measures to allow overseas colleagues
to partcipate N similar SAYE schemes

INCENTIVE / REMUNERATION REVIEW
The Committee approved a 2% salary increase
for Executive Directors mueroring that awarded
to colleagues throughout the Support Centre

n the October 2014 pay review Executive
Directors earned bonuses of 84 0% of their
maximum FY15 opportunity (FY14 97 5%) The
Commitiee determined that this level of bonus
was appropnate reflecting the strong PET resuit
and compeling performance aganst key strategic
objectives dunng the financal year

Matt Davies resigned as Chief Executive Officer
with effect from 30 April 2015 His termination
arangements were consistent with the approved
Remuneration Policy Further detalls are provided
at appropnate ptaces throughout the Annual
Rernuneration Report

The Commuttee recommended to the Board
a potental CEQ remuneraton package as
the Group searched for a replacement CEQ

CUR
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following Matt Davies resignation and ulimately,
approved the package offered 1o his successor,
Jilk McDonald

The Cormmittee also approved the addition

of malus and clawback provisions within the
FY16 Executve Benus and Deferred Bonus
schemes and, as mentioned above approved the
introduction of clawback provisions into the new
PSP rules alongside existing malus provisions In
each case thesa provisions give the Committeg
the abiiity to reduce awards prnior to vesting or
require repayment of awards that have vested or
been pad n gertain crecumstances

CONCLUDING REMARKS

Al the forthcoming AGM shareholders will be
provided with two separate votes relating to
remuneration matters

1 Vote on the 2015 Annual Report on
Ramuneration in lne with the Regulations, this
1s an adwisory vote and

2 Approval of the new rules of the Halfords’
PSP following the expiry of the current PSP
Scheme

I hopa that you will find the report clear,
transparent and informatve The Committes has
sought to set a remuneration environment that
strongly aligns the commerctal directron of the
Group with the interests of shareholders, whilst
reflecting best practice developments and market
trends | look forward 1o your support at the
Compary s AGM

Yours faithfully

Claudha Amey
Chairman of the Remuneration Committee
4 tune 2015
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REMUNERATION POLICY

SUMMARY

2.5m

WIPER BLADES
FY15

5.3m

BULBS
FY15
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This section of the report sets
out Halfords’ remuneration policy
for all of the Executive Directors
and Non-Executive Directors,
explaining the purpose and
prnciples underlying the structure
of remuneration packages and
how the Policy links remuneration
to the achievement of sustained
high performance and long-term
value creation.

As our Diectors” Remuneration Policy {ihe
“Polhcy™} s unchanged from that approved by
shareholders at the 2014 Annuat General Meeting,
we have provided a summary of the Policy to give
contexi to decisions taken by the Remuneration
Committes {the “Commitiee”) duning the year The
full Policy was in last year’s Report and Accounts
and can be found on our wehsite

www halfordscompany com

A summary of the Policy 1s provided in the
followang tables

KEY ELEMENTS OF EXECUTIVE DIRECTORS' REMUNERATION POLICY

Base salary

Base salary 1s set at an appropriate level to attract and retan management of a hugh calibre with
the necessary financial retall customer service and digital skill sets required to deliver a sustainable

business model and drive shareholder returns

Key policy features

Base salanes are reviewed annually, typicalty
with effect from 1 October with ncreases
broadly aligned to those in the wider workforce
Occasonally, larger increases may be considered
to take account of changes in an indmdual s

role or responsibiliies ndwvidual progression or
experience or external market trends

tmplementation of the Policy in the penod
With affect fram 1 October 2014, the salanes
of the CEQ and CFO were increased by 2%,
mirroning the increase generally awarded to
colleagues in the Support Centre

Changes made
None

Benefits

To provide Executive Directors with market competitive benefits consistent with the rale

Key policy features

Executive Directors receve varcus benefits as
part of therr package such as a fully expensed
car (or a cash allowance and a fuel card), private
health nsurance and ife assurance Where

an Executive Director relocates to take up a
role, other benefits may be proposed such as
relocation expenses, a housing allowance and
school fees

Implementation of the Policy in the penod
Executive Directors continued to enjoy the same
benefits package as they had in the prior year No
allowances or benefits were increased

Changes made
None
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Pensions

QuUR
GOVERNANCE

To provide Executve Directors with an appropriate allowance for retirement planning

Key policy features

Defined employer contnbution funding to the Halfords Pension Plan or
payments nto a personal fund or a cash allowance for Executve Directors
to make ther own pension arrangements The maximum payable by the
Company will be 20% of base salary

Implementation of the Policy tn the penod
Tha CEQ receved 20% of base salary whilst the CFO recenved 15% of
base salary

Changes made
Nona

Annual Bonus

To incentivise Executve Directors to achieve annual financial targets and pertormance against strategic goals

Key policy features
The maximum annua! bonus opportunity is 150% of base salary

The annual bonus 15 based on a mix of financial and strategic measures
Maasures are selocted each year by the Committee 10 ensure continued
{ocus on the Company's strategy At least 50% of the bonus will be based
on financial measures

Generally the annual bonus 1s paid in cash, but the Committee might
determine that #t be paid in shares or In a mixture of cash and shares

The Committee may require a portion of any bonus earned to be deferred
Deferred bonus awards are normally made in the form of nil cost options,
which normally vest three yaars from award The Committee may decide to
pay dmdends on those shares dunng the vesting penod, etther as cash or
as addtional shares

Malus provisions apply to any deferred shares, allowing the Committee

to scale back any award before exercise In crcumstances that the
Committee determines s appropnate such as a matenal misstatement of the
Company’s results  serious reputational damage to the Company, or where
the Company suffers serious losses

{mplementation of the Policy in the penod

In the penod, the CEQ s maximurm bonus opportunity was 150% of base
salary 1/3rd of which will be paid in shares and deferred for three years (with
dvidends reinvested), and the remander pad n cash The CFO s maximum
bonus opporturity was 100% of base salary pad in cash

Changes made

During the penod the Committee considered changing market practices
and, accordingly the FY 16 Executive Bonus and Detferred Bonus Plan will
reinforce existing malus provisions in relation to any deferred element and
introduce clawback provisions for any paid element gmng the Company
the power to seek redress from any indmadual for matenial rmisstaternent
employee misconduct serious reputational damage or miscalculation of
metncs lsading to an award under either scheme

STOCK CODE HFD
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REMUNERATION POLICY
SUMMARY continued

PSP
To attract and retain Executive Directors of a high calibre

To ncentmse and reward long-term performance and ahgn Executive Directors' interasts with those of our shareholders

Key policy features

The PSP compnses annual awards usually in the form of ni-cost options
with vesting based on performance against pre-determined conditions over
a mimmum thres-year penod

The maximum core award 18 150% of base salary A participant has the
opportunity to earn up to 1 5 x core award for exceptional performance and
therefore the maximum annual face valua of awards 1s 225% of base salary

Implementation of the Policy in the penod
Awards granted in 2015 will vest subject to the achievement of siretching
Revenue and EBITDA targets

The vesting of 25% of the awards will be determined by the growth in the
Group's Revenue and the vesting of 75% of the award will be determined by
the growth in the Group s EBITDA over a three-year performance perod

In addition to achieving these targets, the vesting of awards wilt be subject to
meating a net debt underpin

The core award for the CEQ and CFO in the perod was 150% of base salary

Changes made

The PSP rules expire in 2015 having besen in place for 10 years The new
PSP rules that shareholders are being asked to approve at the AGM will
restate existing malus provisions and introduce clawback provisions, each
gving the Company the power to seek redress from any indmvidual for
matenal misstaternent, employee misconduct, senous reputational damage
or miscalculation of metrics leading to an award under the PSP

CEQ Co-Investment Award

This one-off award was implemented to recrut and retain Matt Davies as CEQ ahgnung his inferests with those of our shareholders and to reward growth in

the share price

Key policy features
A one-off award made on the appontment of the CEQ The CEQ was

required to invest £500,000 in Halfords shares 1o receive a matching share
award

The CEC was granted an award of matching shares in the form of a nil cost
option that may vest in tranches following the Committee s assessment of
performance

The measarmum number of matching shares which may be acquired under
tha award {excluding dmdend equivalents) s 3 5 times the number of
investment shares acquired {574 196 shares)

Implementation of the Policy in the penod
As Matt Dawigs CEQ, tendered his resignation in the penod all matching
share awards were forfeited upen his leaving In Apni

As prevously committed the scheme was not utiised in the recrutment of Jill
McDonald, successor CEO

Changes made
Nong
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KEY ELEMENTS OF NON-EXECUTIVE DIRECTOR REMUNERATION POLICY

NED Fees

Fee levels are designed to attract and retan high-calibre indmwduals to serve as Non-Executive Directors

Key policy features

Fes lavels are set to reflect the time, commitment and expenence of the
Chairman and the Non-Exgcutive Drectors, benchmarking fees aganst UK
listed retall comparators

The fees of Non-Executive Directors are normally reviewed every two years
by the Board foliowing a recommendation from the CEO The Charman's
fees are determingd by the Remuneration Committee, agan following a
recommendation from the CEO

The Charman's fee mcludes a sum for chairing the Nermination Committee
but other Committee Charrmen may receive an additional fee for that role, as
does the Senior Independent Director

The fees are normally paid in cash quarterly but may be paid in shares If thus
15 considered appropriate

Implementation of the Policy in the period

Fees for Non-Executive Drectors remained static in the penod, the annual fee
being £48,000, with an additional annual allowance of £5,000 for chainng the
Aucht or Remuneration Commitiee The role of Senior Independent Director
attracts a further annual allowance of £15 000

The Charrman s annual fee remained unchanged at £176,600

The Charman and Non-Executive Directors do not currently receve other
benefits but reasonabls benefits may he provided in the future If appropnate
Reasonable travel and subsistence expenses were resmbursed

Changes made
None
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ANNUAL REMUNERATION

REPORT

“Our remuneration
philosophy i1s aimed
at providing Executive
Directors with incentive
opportunities strongly
aligned to growth,
profitability and shareholder
returns.”

500,000

MQOTs
AUTOCENTRES

170,000

SERVICES
AUTOGENTRES
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THE COMMITTEE

Durnng the period, the
Remuneration Commuittee (the
“Committee”) consisted of Claudia
Arney (Chairman), Dennis Millard,
David Adams, Helen Jones, Bill
Ronald and Keith Hamns (Bill and
Keith retired on 31 May 2014).

All members are considered to be ndependent
for the purposes of the UK Corporate Governance
Code The Company Secretary acts as secretary
1o the Comrmuitee

The Board has delegated responsibility to the
Committee for ensurng that a policy axsts for the
remuneration of the CEQ the Charman, other
Executvg Directors and members of executive
management The Committee has designed a
policy that provides Executve Directors with the
appropnate ncentives 1o enhance the Group's
performance and to reward them for ther personal
contnbution to the business The Committee’s
other actmties include

* Recommending to the Board the total
indmdual remungration package of Executve
Drectors and members of executive
managsment

* Recommending the design of Company
share incentive plans to the Board, approving
any awards to Executive Directors and other
executive managers under thase plans and
defining any performance conditions attached
to those awards

* Determining the Charman's fee following a
recommendation from the CEO and

* Mantarning an actve dialogue with institutional
investors and shareholder representatvas

The Committes's full Terms of Reference are
set out on the Company s website at www
halfardscompany com

Getting Into Gear

The Committes met on eight occasions during the
period, attendance detals are shown in the table
on page 45 Destalls of advisors to the Committes
can be found on page 63

SUMMARY OF COMMITTEE ACTIVITY
DURING FY15
In this penod, the Committee has

» Drscussed and approved both financial and
strategic annual bonus metrics and targets,

* Discussed and reviewed Directors’ salares,

* Rewviewed Directors share ownership
guidelines,

+ Set parameters for the potential package
available dunng the CEQ recrutment exercise

* Discussed and reviewed attainment
aganst the performance conditions for the
Performance Share Plan and Company Share
Option Scheme due to vest during the panod,

*  Approved grants under the Performance Share
Plan, Cormpany Share Option Scheme to
senior managers below Board) and Sharesave
Scheme

* Considered and approved the design of the
proposed Insh Sharesave Scheme,

*  Reviewed and approved the termination
arrangernents in relation to the cutgoing CEO,

* Considered and approved the Service
Agreement and letier of appaintment for the
new CEQ,

* Considered and approved the drafting of
Malus and Clawback prowision for inclusion in
the Executwe Bonus Scheme and the Deferred
Bonus Plan and

* Rewviewed its choice of apponted remuneration
advisors

Halords Group plc integrated Annual Repaort for the penod ended 3 April 2015



STRUCTURE AND CONTENT OF THE
REMUNERATION REPORT

This Remuneration Report has been prepared in
accordance with the provisions of the Companies
Act 2006 and Schedule 8 of the Large and
Medium-szed Companies and Group {Accounts
and Reports)ifAmendment) Regulations 2013 This
report meets the requirements of the Listing Rules
and the Disclosure and Transparency Rules

The information set out below represents
auditable disclosures referred to in the Auditors
Report on pages 74 and 75 as specified by the
UK Listing Authonty and the Regulations

ADVISORS

During the year, the Committea has been
supported by Jonathan Crookall People Director
and Justin Richards, Company Secretary

The CEO and CFO also attend Commitiee
mestings on occasion at the request of the
Committee, they are never present when their
own remuneration 1S discussed The Commitiee
also engaged with Deloitte LLP, which advised on
performance measures for the PSP, remuneration
reporting and other remuneration matters Fees
paid to Deloitte for this advice were £19,250
Deloitte has also provided advice to management,
to enable ther support of the Committee pnimarly
in relation to remuneration reporting

OUR
GOVERNANCE

Deloitte ts a founding member of the
Remuneration Consultants Group and adheres
1o the Remuneration Consultants Group Code
of Conduct when dealing with the Committee
We consider Deloitta s adwvice to be independent
and impartial We are also satisfied that the
Deloitte Engagement Pariner and team, who
provided remuneration adwice 1o the Commities,
do not have connections with the Company

that might imparr ther ndependence The
Committee considered the potential for conflicts
of interest and judged that there were approprate
safeguards aganst such conflicts

Towers Watson also prowided the Comimittee
with executve salary benchrmark data Towers
Watson are also signatones of the Remuneration
Consultants Code of Conduct Fees pad to
Towers Watson for this adwvice were £3,500

SHAREHOLDER DIALOGUE
The voting outcome from the 2014 Annuat
General Meeting reflected very strong indwidual

and institutional shareholder support We continue

to be mindful of the concerns of our shareholders

and other stakeholders and welcome shareholder
feedback on any Issue related to Executive
remuneration In the event of a substantal vote
against a resclution n relation to Drectors
remuneration, we would seek 10 understand the
raasons for any such vote, detenmine approprate
actions and detail any such actions in response
to it in the Directors” Remuneration Report In
the period, the Committee Chairman and the
Company Secretary met with one of the largest
shareholder acivisory consultancies to discuss
aexecutive remuneration

The following table sets out the votes cast at the 2014 AGM in respect of the previous Remuneration Report

VOTES IN RELATION TO THE ANNUAL REPORT ON REMUNERATION

% of votes % of votes
For Against
FY14 Drectors’ Remuneration Policy (2014 AGM)* 96 45% 299%
FY14 Drrectors’ Remuneration Report {2014 AGM)™ 99 30% 0 69%
759 006 votes ware withheld i relation to this resolution
16 227 votes wera withhakd n relation 1o 1his resohution
HOW WAS THE REMUNERATION POLICY IMPLEMENTED IN 2014/15 - EXECUTIVE DIRECTORS
SINGLE REMUNERATION FIGURE (AUDITED)
Total ‘Single
Base Salary Bonus Benefits Pension PSP Figure’
2014/2015
Matt Davies 512,575 - 31,102 101,500 nfa® 645177
Andrew Findlay 328,250 —1! 15,609 49,230 143,438° 536,527
Totals 840,825 - 46,711 150,730 143,438° 1,181,704
201314
Matt Davies 503 750 736 734 31212 100,375 nfa? 1,372011
Andrew Findlay 302,750 295 181 17 050 45 000 —2 660011
Totals 806 500 1031,915 48,262 142,250 0 2 028,957

1 Matt Davigs and Andrew Findlay tendergd thew resignations priar to the payment of the FY'15 bonus and accordingly were not efigibla to receive any bonus in respact of the perlad

2 Shares wera awarded n August 2017 under the Perdormance Shara Plan based on performance in the pencd Agrlt 2011 to March 2014 In May 2014 the performance condiions for these
shares were measured and the Commitiea determned that no awards would vest Matt Davies did not recerve a PSP award m 2011 &S thes was prior 1o his jorung the Gompany

31 Shares wers awardad n August 2012 under tha Performance Shara Plan based on pertormance in the perod Aprit 2012 to March 2015 In May 2015 the performance condbions for these
shares were maasured and the Com mitiea determmed thal a percantage of awards would vest Matt Dawes did not recerve a PSP award n 2012 as this was prior (o hus jpqng the

Further detall s given on page 65
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ANNUAL REMUNERATION
REPORT continued

SALARY

In keeping with its usual cycle of reviewing company-wide salanes in October the Commttee considered an executve pay report compiled for it by Towers
Watson We concluded that the CEQ and CFO's salaries were compstitive and accordingly decided to increases both by 2%, mirmoring the increase generally
awarded to colleagues in tha Support Centre

2014/15 ANNUAL BONUS
Annual Bonuses for FY15 for Exscutive Directors were based 80% on Group PBT and 20% on the delivery of key strategic nbiatves crucial {o the delivery of
the Company's strategy

Annual Bonuses reported in the table on page 63 and payable in June 2015 for the FY15 financial penod were calculated as follows

Bonus Performance Bonus

Opportunity awarded

(% of total {% of total

Measure award) Thresheld Target Stretch Performance delivered award)
PBT 80% 97% of budget 100% of budget 106% of budget PBT for the year was In excess of 80%

106% of budget and therafore this
proportion of the annual bonus 1s

payabla in full
KEY STRATEGIC INITIATIVES
Net promoter score As measured by the talkback mechanism N stores — increasing the Achieved 4%
average scoré over the final three months of the year
Engagement index Increasng the year on year engagement index based on the annual Not achweved 0%
survey
Value added sales Increasing the total ncremental sales in the financial year of 3Bs Partially achieved 3%
fiting other auto fitting, cycle repaw, Sat Nav attachment and cycle
ACCeSSones
Retention of store Reducing the number of colleagues who leave the business as a Achieved 4%
colleagues percentage, within three months of ther start date
50 39 store delivery Successful roll cut of programme to defined standard Achieved 4%
Total Bonus 95%

The annual bonus outturn was reviewed In the context of the performance of the underlying business during the year and delvery against strategy In that
context, we assessed the level of bonus to be appropriate however dus to the resignations of Matt Davies and Andrew Findlay prior to the payment of bonus
each ceased tc be eligible and therefore, did not receve a bonus in respect of the pariod

We are commutted to providing the greatest possible transparency n relation to retrospective achievement aganst the objectives that form part of the bonus
measures Clearly some of those measures are commercially sensitive and to disclose them could reveal information about our business planning and
budgeting to competitors which could be damaging to our busness Interests and, therefore, also to shareholders Of the FY15 metnics against which bonus
outturn has been assessed, we are able to disclose the followang

FY15

Measure Threshold Maximum  performance
Engagement index 81% B2% 79%
Retention of Stove colleagues 11% 10% 9%
FY15 performance against

Measure’ FY14 outturn
Net promoter score +5%pts
Value added salas +8 2%

' 50 39 Store delivery was a new metnc for FY'15
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2012 PERFORMANCE SHARE PLAN AWARD
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Awards granted in 2012 under the PSP were subject to the following performance conditions

TSR Performance Element (50% of

EPS Performance Element {50% of

award) award)
Award "Multipher” 1 5 x intal award vesting Upper Decile performance 16% growth p a above RPI
{up to 1 5 x inial award) 18 225%
of satary
Straight-ine vesting Between Upper Quartile and Between 11% growthp a
Upper Decile performance and 16% growth p a above RPI
Core Award 100% Vesting Upper Quartle performance 11% growth p a above RPI
{150% of salary}

Between Median and Upper

Between 4% growth p a and

Straight-lne vesting Quartile performance 11% growth p a above RPI
0% Vasting Median performance 4% growth p a above RF!
0% Vesting Below Median performance Below 4% growth p a above RPI

TSR and EPS performance are assessed on

an independent basis However, to ensure

that tha PSP contnues to support sustainable
performance the multpher for one measure 15 only
applied if performance 1s at least at the threshold
level {30% vesting) for the other measure

The companies ncluded in the TSR comparator
group are based on the FTSE 350 general retail
and food retal companies on the date of grant
For awards granted in 2012 these are as follows

N Brown Group ple Carpetrnight plc, Debenhams Based on TSR performance between 31 March

pic, Oignity pic Dixons Retad plc {formerly DSG 2012 to 3 Apnl 2015 Halfords™ TSR was
International}, Dunelm Group plc, Greggs plc, posihoned at median aganst the comparator
Home Retai Group plc JD Sports Fashion ple, group and therefore 30% of the TSR element of

J Sainsbury ple, Darty plc (formerty Kesa the award will vest EPS growth between FY12
Etectnicals), Kingfisher plc Marks & Spencer plc and FY15 was 5 6% below RPl and therefore 0%
Mornson (WM) Supermarkets plc WH Smith of the EPS element of the award will vest

plc, Next pic, Sports Direct International pic and
Tesco plc

STOCK CODE HFD
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ANNUAL REMUNERATION
REPORT continued

The follownng table shows the history of PSP award vesting over the last 5 five years

FY11 FY12 FY13 FY14 FY15
PSP vestings (96 of maximum} 99% 0% 0% 0% 15%

BENEFITS

Benefits nclude payments made in relation to Ife assurance, private health nsurance and the provision of a fully expensed company car or equivalent cash
allowance and fuel card

PENSION

Pension payments represant coninbutions made aither o defined contribution pension schemes or as a cash allowance The CEO recewved a contribution of
20% of base salary and the CFO receed a contribution of 15% of base salary

SHARE AWARDS GRANTED DURING THE YEAR (AUDITED)

PERFORMANCE SHARE PLAN

Dunng the pernod we approved awards to the Executve Diractors under the Performance Share Flan as follows

Maximum face value
of award {1 5x the Threshold vesting

number of awards {% of 1arget
Date of award Type of award Number of shares granted)** award} Performance penod
Matt Davies 161 659 £1 161,520
11 {2014 Nil cost option 30% 29 March 2014 to
— 11 Augus {Op exercise price) 31 March 2017
Andrew Findlay 103 525" £743 827
* These awards were besed on 1 50% of salary
Based on the mud markat price on the date of the awards of £4 79
PERFORMANCE CONDITIONS
Awards granted in 2014 are subject to the following performance conditions
Group Revenue Growth - CAGR Group EBITDA Growth
{25% of the award) (75% of the award
Award “Muttipher” 1.5 xonitial award vesting 7 5% or more 9 0% or more
{up to 1 5 x inital awardj1e 225%
of salary Straight-lne vesting Between 6 5% and 7 5% Between 7 5% and 9 0%
Core Award 100% Vesting 6 5% 75%
{150% of salary) Straght-tine vesting Between 5 0% and 6 5% Between 5 0% and 7 5%
30% Vestng 50% 5 0%
0% Vesting Below 5 0% Below 5 0%

In addition to achieving these targets, the vesing of awards will be subject to meeting an underpin of net debt to EBITDA ratio no greater than 1 5x throughout the
thres-year performance pernod This will ensure that net debt remans at appropriate levels and management 1s not incentvised to ncrease net debt levels to mest
targets, the focus 1s to maxemise the return on cash INnvestments The Core Award shares that vest will becorme exercisable in August 2017 To the extent that awards
vest in ine with the performance multiplhier outined above, these shares will only become exercisable m August 2019, following a retention penad of two years

DEFERRED BONUS PLAN

Matt Davies received a bonus of £736,734 in respect of 2013/14 of which one-third (£245,578) was defarred into 50 437 shares under the Deferred Bonus
Plan on 30 May 2014 at 2 pnce of £4 869
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OUTSTANDING SHARE AWARDS (AUDITED}
PERFORMANGE SHARE PLAN
The following summanses outstanding awards under the PSP
Mid-
market Awards Awarded Forfeited Lapsed Awards
price on held dunng dunng dunng Exercised held Performance
date of 28 March the Dvidend the the dunng the 3 Apnl penod 3 years
Award Date awards 2014 penod  Remnvestment! penod penod year 2015 to
Matt Dawvies? 7 August 2013 374 202,808 — 6308 — — — 209,118 1 April 2016
11 August 2014 479 - 161,659 1938 — - — 163,596 31 March 2017
Andrew Findlay 3 August 2012? 220 202,892 - 6310 - - - 208,202 3 April 2015
7 August 2013 374 113776 - 3.539 - - - 117 314 1 April 2016
11 August 2614 479 — 103 525 1211 — — — 104,766 31 March 2017

1 Intenm and fina! dvidends hava been rainvested in sharas at prces Datwesn £3 54 and €4 8177

2 Matt Dawvies resigned on 30 Apnl 2015 and his outstanding PSP awards lapsed at this date in accordance with the scheme rules
3 The Remuneration Committes has reviewed tha performance conditons attached to 2012 Perfermance Share Plan award and determined that 15% of the award will vest in August 2015

Please see page 65 for detals

The performance conditions for 2012 awards were TSR performance and EPS growth Awards from 2013 onwards have performance conditions based on

Group revenue performance and Group EBITDA growth
CO-INVESTMENT PLAN

On appontment the Company made Matt Cavies a one-off Co-investment Award This award was designed to allow the Company to recruit and retam an
executive of the calbre required to run the business and to incentivise the CEO to deliver exceptional shareholder value creation through the achievement of
share price performance targets This plan was adopted for the sole purpose of making a one-off award to Matt Davias and it was not anticpated that any

further awards would be made under this plan to etther Matt Davies or any other executive
Awards held Awarded

28 March durng the Dividend Lapsed dunng
Award Date 2014 penod reinvestment' the penod
Matt Davies 28 January 2013 594,666 - 19,141 -

Exercised

during the

Awards held

year 3 Apnl 2015

613 807

Performance
penod 3-5
years

Nov 2015

to Nov 2017

1 Intenm and final dviddends hava been reinvested in shares at prices between £3 709 and £4 759

Matt Davies tendered his resignaticn in the period and accordingly, ali awards under the Co-Investment Plan lapsed upon his leaving As previously commitied,

the scheme was not utiised in the recrutment of JiIl McDonald, successor CEO

DEFERRED BONUS PLAN
Awards held Awarded Exercised
28 March during the Dividend Lapsed duning dunng the  Awards held
Award Date 2014 penod Remnvestment the penod year 3 Apnl 2015!
Matt Davies 31 May 2013 19,678 = 630 = - 20,308
30 May 2014 — 50 4372 1587 — — 52 024

1 Matt Davias resigned on 30 Apnl 2015 In accordance with the Plan nutes he 15 entitied to exercise awards held in this Plany

2 Matt Davies recerved a bonus of £736 734 of which one third was deferred inte shares under the Halfords Daferred Bonus Flan at a pnce of £4 86 per share

CEO PAY COMPARED TO PERFORMANCE

The following graph shows the TSR performance of the Company since Aprii 2009, against the FTSE 350 General Retallers (which was chosen because it

represents a broad equity market mdex of which the Cornpany i1s a constituent)
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ANNUAL REMUNERATION
REPORT continued

The following table summarnses the CEO single figure for the past five years and outlnes the proportion of annual bonus pard as a percentage of the maximurn
opportunity and the proportion of PSP awards vesting as a percentage of the maximum opportunity The annual bonus 1s shown based on the year to which
performance refated and the PSP 1s shown for the last year of the performance penod

2010/11 201112 201213 2013M14 2014115
CEOQ singte figure Matt Davias' 311 635 545
(2000} David Wild? 606 617 198 - —
Annual bonus (% of Matt Davies 50% 97 5% n/a®
maximum} Dawid Wild 0% 0% —
PSP vesting (% of Matt Davies n/a n/a n/a
maximum) David Wild 99% 0% /a — —

1 Matt Davies was appointed on 4 Qctober 2012 and stepped down as CED on 30 Apnl 2015 Matt did not recerva PSP awards in 2011 or 2012 as these were before ha was apponted
2 Dawvd Witd stepped down as CEC on 19 July 2012 Dawd's 2010 PSP award lapsed on lsaving
3 Matt Davies tendered his resignation prior to tha payment of the FY15 bonus and accordingly was not ekgible 1o receive any bonus in respect of the pencd

SHAREHOLDING GUIDELINES (AUDITED)

The Committee believes that it 1S mportant that Exacutive Direclors’ Interests are ahgned with those of our shareholders to incentivise them to deliver the
comporale strategy, thus creating vatue for all sharsholders Bxecutive Directors are encouraged 1o acqure and retain shares with a value egual to 100% of therr
annual base salary Executive Directors have a five-year penod to build this shareholding following their appomtrnent

Matt Davies Andrew Findlay

Shareholding requirement 100% 100%
Curreni shareholding 174,056 18,108
Current value (based on share price on 3 Apnl 2015) £795 610 £87 343
Current % of salary 154% 26%
Data by which guidelne should be met 4 Qctober 2017 1 February 2016

Thess figures include those of ther spouse or ¢l partner and nfant chidren, or stepchildren, as required by Section 822 ot the Companies Act 2006 There
was no changa in these beneficial nterests between 3 April 2015 and 4 June 2015

OUTSIDE APPOINTMENTS

Halfords recognises that its Executve Directors may be invited to become nen-executive directors of other companies Such non-executive duties can
broaden expenence and knowledge which can benefit Halfords Subject to approval by the Board, Executive Directors are allowed to accept non-executive
appointrnents and retain the fees receved, provided that these appomtments are not Tkety 1o ead 10 conficts of nterest Matt Dawves recewed fees of

£38 993 18 as a non-exscutive director of Dunlem Group plc in the period having resigned from the post on 8 January 2015

LOSS OF OFFICE PAYMENTS (AUDITED)
No loss of office payment was made to a Director during the year

PAYMENTS TO FORMER DIRECTORS (AUDITED)

As stated in the prior year, Paul McClenaghan feft the business on 12 April 2013 with ‘Good Leaver’ status and, therefore, retaned a pro-rated portion of his
Performance Share Plan {"PSP") award that had been granted n 2012 The Remuneration Comimittee has reviewed the performance conditions attached to
the 2012 PSP and determined that 15% of the awards will vest which translates to a pro-rated vesting of 11 320 shares for Paul

HOW WAS THE REMUNERATION POLICY IMPLEMENTED IN 2014/2015 - NON EXECUTIVE DIRECTORS
NON-EXECUTIVE DIRECTOR SINGLE FIGURE COMPARISON (AUDITED)

Senior Committee Total Total

Board Independent Chairman ‘'Single Figure' ‘Single Figure’

Director Role Fees Director Fees 2015 2014

Dennis Millard Charrman 174,000 174,000 165916
Dawvid Adams Senior Independent Director & Audit Committee

Chairman 48,000 15,000 5 000 68,000 51500

Claudia Arney Remuneration Committee Charman 48,000 5,000 53,000 45,667

Helen Jones NED 48,000 48,000 -

Keith Hams NED {until 31 May 2014) 8,000 8,000 49,833

Bill Fonald NED {untd 31 May 2014) 8 000 5,000 58,000

Totals 334,000 15,000 10 000 359,000 371916
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NON-EXECUTIVE DIRECTOR SHAREHOLDING
Director 2015 2014
Dennis Millard 50,000 50,000
Dawid Adams 6,644 6,350
Claucha Arney 21,052 21052
Helen Jones 3,000 —

These figures include those of therr spouses, cvl partners and infani children or stepchildren, as required by Section 822 of the Comparies Act 2006 There
was no change in these beneficial Nterests between the 3 Apnl 2015 and 4 June 215

Non-Executive Directors do not have a sharehokding guideline but they are encouraged to buy shares in the Compary

HOW REMUNERATION POLICY WILL BE IMPLEMENTED FOR 2014/15 — EXECUTIVE DIRECTORS

SALARY

Base salaries were reviewed with effect from 1 Cctober 2014 and increases were made as per the detals on page 69 Current salaries for the Executive
Directors are as follows

CEQ (prior to leaving on 30 Apnl 2015) £517,650
CFO £331,500

Salaries will next be reviewed with effect from 1 Octcber 2015

ANNUAL BONUS
The annual bonus opportunity for 2015/16 will remain unchanged as follows

CEO *  Maximurm opportunity of 150% of base salary
«  2/3rd pad n cash

« 1/3rd pad in Halfords shares deferred for three years
CFO ¢ Maximum opportunity of 100% of base salary

= Pad in cash

The annual bonus will continue to be based 80% on Profit Before Tax ( PBT’) performance and 20% based on performance aganst strategic objectives
PBT targets range from 94% of budget, where payment 1s zero to 106% of budget for maximum payment The Commuttee reviews the goals included in the
strategic objectives portion of the bonus to ensure that they remain appropriate

In determining whether any bonuses are payable, the Commitiee retains the discretionary authority to ncrease or decrease the bonus to ensure that the level of
benus paid Is appropnate In the context of performance Bonus targets are considered by the Board to be commercially sensitive as they could reveal nformation
about Halfords business plan and budgeting process to competitors which could be damaging to Halfords' business interests and therefora to shareholders

SHARE PLANS
We have adopted four share plans  The Halfords Sharesave Scherne, the Halfords Company Share Option Scheme (*CSOST), a market value share option
plan, the Halfords Performance Share Plan (‘PSP”), and the Halfords Co-Investment Plan (it 1s mtended that no further awards will be made under this plan)

For the Executive Directors we intend to continue granting awards under the Performance Share Pian of 150% of base salary If exceptional performance 1s achieved
up to 1 5x the core award can be earned {'performance multiplier’) The vesting of awards will be subject to meeting the following performance condibons

Group Revenue Growth - CAGR Group EBITDA Growth

(25% of the award) (75% of the award

Award “Multipher” 15 x inmal award vesting 7 50% 9 00%
{up to 1 5 xavhal award) (e 225%

of salary Straight-line vesting Between 6 50% and 7 50% Between 7 50% and 9 00%

Core Award 100% Vesting 6 50% 7 50%

{150% of satary) Straght-ne vesting Between 5 00% and 6 50% Between 5 00% and 7 50%

30% Vesting 500% 5 00%

0% Vesting Below 5 00% Below 5 00%

In addition to achieving these targets the vesting of awards will be subject to meeting an underpin of net debt to EBITDA rattc no greater than 1 5x throughout
the three-year performance penod This will ensure that net debt remans at appropnate levels and management 1S not incentvised to INcrease net debt levels
to meet targets, the focus 1s to maximise the return on cash investments The Core Award shares that vest will become exercisable in August 2017 To the
extent that awards vest in line with the performance multiplier outined above, these shares will only become exercisable in August 2019 following a retention
period of two years We are committed to providing the greatest possible transparency and will, therefore, provide retrospective disclosure of achievement
against bonus metrics wherever possible, as further described on page 64

While committed 1o the use of equity-based performance-related remuneration as a means of aligning Executve Directors’ interests with those of
shareholders, we are aware of shareholders’ concerns on dilution through the issue of new shares to satisfy such awards Therefore, when reviewing
remuneration arrangements, we take into account the effects such arrangements may have on dilution Halfords intends to comply with the Investment
Association guidelines relating to the issue of new shares for equity ncentive plans

STOCK CODE HFD 69
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ANNUAL REMUNERATION
REPORT continued

HOW REMUNERATION POLICY WILL BE IMPLEMENTED FOR 2015/16 — NON-EXECUTIVE DIRECTORS

FEES

The fees of Non-Executive Directors will normally be reviewed every two years to ensure that they are n Iine with market benchmarks so that the Company
can attract and retan ndmduals of the highest calbre  Any changes to these fees will be approved by the Board as a whole following a recommendation from
the Chief Executrve The base fee for Non-Executve Directors was increased by 5 6% as from 1 March 2014 this was the first increases in these fees since
Apnl 2002 No fees were changed dunng the pened  Gurrent fees for Non-Executive Directors are as follows

2015 2014
Charman £176,000 £176,000
Base feg £48,000 £48 000
Additional fees
Senior Independent Director £15,000 £15,000
Committee Charman {Audit and Remuneration) £5,000 £5,000

SPEND ON PAY
The Committee 1s aware of the importance of pay across the Group in delivening the Group’s strategy and of shareholders’ views on executive remunsration

CHANGE IN REMUNERATION OF CHIEF EXECUTIVE COMPARED TO GROUP EMPLOYEES
The table below sets out the ncrease in total remuneration of the Chief Executive and that of all colleagues

% change in base salary FY14 to FY15 % change in bonus earned FY14 to FY15 % change in benefits F¥Y14 to FY15
Chief Executive 20 —! No change
All colleagues 30 -26 0 No change

t  Matt Davies tendered his resignabion in the penod and accordingly was not eligible ta recerve any bonus in respect of the perlod
2 Thaincrease generally awarded to all colleagues was 2% with an addhional 1% mernit pot
RELATIVE IMPORTANCE OF PAY

The Commuttee 1S also aware of sharehalders’ views on remuneration and its relatlonstup to other cash disbursements The fallowing table shows the
relationship between the Company’s financial performance, payments made to sharehelders payments made 1o tax authorities and expenditure on payroll

2015 2014
EBITDA! £109 9m £101 1m
PBT (underlying)’ £81 Tm £72 8m
Returned to Shareholders
Dradend £28 4m £27 7Tm
Share Buyback - —
FPayments to Employees
Wages & Salaries £183 Tm £1730m
Including Directors? £1 18m £2 0m

1 Based on the 52 wesk penod
2 Based on the singla figure calculation not all of which 15 ncluded within wages and salary Costs
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DIRECTORS’

RESPONSIBILITIES

STATEMENT OF DIRECTORS’
RESPONSIBILITIES IN RESPECT OF THE
ANNUAL REPORT AND THE FINANCIAL
STATEMENTS

The Directors are respensible for prepanng

the Annual Report and the Group and parent
Company financial statements n accordance with
applicable law and regutations

Company law requires the Dreclors to prepare
Group and parent Company financial statements
for each financial year Under that law they are
requirred to prepare the Group financial statements
in accordance with [FRSs as adopted by the EU
and applicabla law and have elected to prepare
the parent Company financal staternents i
accordance with UK Accounting Standards

Under company law the Directors must not
approve the financial staternents unless they are
satisfied that they gve a true and far view of the
state of atfars of the Group and parent Company
and of ther profit or loss for that peniod In
preparnng each of the Group and parent Company
financial statements, the Directors are required {0

* select suitable accounting policies and then
apply them consistently,

*  make judgements and estimates that are
reasonable and prudent

» for the Group financial statements, state
whether they have been prepared in
accordance with [FRSs as adopted by the EU,

« for the parent Company financial siatements,
state whether applicable UK Accounting
Standards have been followed, subject to any
rmatenal departures disclosed and explained in
the parent Company financial statements, and

« prepare the financiat staterments on the going
concern basis unless i Is nappropnate to
presume that the Group and the parent
Company will continue In business

The Directors are responsible for keeping
adequate accounting records that are sufficrent
to show and explain the parent Company’s
fransactions and disclose with reasonable
accuracy at any tme the financial position

of the parent Company and enable them to
ensure that its financia) statements comply with
the Comparues Act 2008 They have general
responsibirty for taking such steps as are
raasonably open to them to safeguard the assets
of the Group and to prevent and detect fraud and
other regulariias

Under applcable law and regulations the
Cirectors are also responsible for preparing a
Strategic Report, Directors’ Report, Directors’
Remuneration Report and Corporate Governance
Statement that comphes with that law and those
regulations

The Directors are responsible for the maintenance
and integnty of the corporate and financial
nformation inchuded on the Company's websiia
Legisiation in the UK governing the preparation
and dissemination of financial statements may
differ from legislation in other junsdictions

We confirm that 10 the best of our knowledge

+ the financial statements prepared in
accordance with the applicable set of
accounting standards give a true and far
view of the assets, labilites financsal positien
and profit or loss of the Company and the
underiakings ncluded n the consolidation
taken as a whole, and

STOCK CODE HFD
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+ tha Annual Report and Accounts include a far
review of the devalopment and performance of
the business and the positian of the issuer and
the undertakings included in the consolidation
taken as a whole, together with a description
of the principal risks and uncertainties that
they face

We consider the annual report and accounts,
taken as a whole 1s far batanced and
understandable and prowvides the information
necessary for shareholders to assess the Group's
position and performance business model and
strategy

Approved by order of the Board
Denms Millard

Chairrman
4 June 2015
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FINANCIAL STATEMENTS > AUDITORS' REPORT

INDEPENDENT AUDITOR’S REPORT’
TO THE MEMBERS OF HALFORDS GROUP PLC ONLY

OPINIONS AND CONCLUSIONS ARISING FROM OUR AUDIT
1 OUR OPINION ON THE FINANCIAL STATEMENTS IS UNMODIFIED

We have audited the financial statements of Halfords Group plc (“the Group®) for the 53 week period ended 3 Aprit 2015 set out on pages 77 to 111 Inour ‘
opIMon

* the financiat statements give a true and fair view of the state of the Group's and of the Parent Company’s affarrs as at 3 Aprl 2015 and of the Group's profit |
for the 53 week penod then ended,

* the Group financial statements have been properly prepared n accardance with International Financial Reporting Standards as adopted by the European
Union (IFRSs as adopted by the EU)

+ the parent company financial staternents have been properly prepared in accordance with UK Accounting standards, and \

+ the financial statements have been prepared n accordance with the reguirements of the Companies Act 2006 and, as regards the Group financial
statements, Article 4 of the IAS Regulation

2 QUR ASSESSMENT OF RISKS OF MATERIAL MISSTATEMENT
In arriving at our audit opinicn above on the financial staterrents the nsks of matenal misstatement that had the greatest effect on our audit were as follows

VALUATION OF INVENTORY WITHIN THE RETAIL DIVISION (£147 8 MILLION) ‘
Refer to pages 52 to 55 {Audit Committes Report) page 86 {accounting policy) and page 97 (financial disclosures)

¢ The nsk - The Group holds a significant amount of inventory across a broad and diverse product range Changes in consumer tastes and demands may
mean that they cannot be sold or sales prices are discounted to less than the current carrying value Estmating the future demand for and hence the
recoverable amount of, these products Is iInherently subjective

* Curresponse — Our audit procedurss in this area ncluded testing the design and effectiveness of controls over identifying slow rnoving or discontinued
products We critically assessed the Group's prowision for those product Iines identified as slow moving or potentially slow moving, by obtaining an
understanding of the Group’s sales and purchasing plans for 2015/6, and the new product taunches theren as well as the level of expected discounting
We compared post year-end sales data to tems within the Group's provision and to information provided by Category Managers responsible for each
product category In particular any product ranges that were forecast to be phased out or replaced, which werg corroborated with the Group's purchasing

plans  In addition, we compared inventory holding at the year end to past, and expected sales performance to further identify potentially excess inventory
Iines

We also considered the adequacy of the Group s disclosures about the degree of estimation nvolved in arriving at the provision

VALUATION OF GOODWILL ASSOCIATED WiTH THE NATIONWIDE AUTOCENTRES ACQUISITION (£69 7 MILLION)
Refer 10 pages 52 to 55 (Audhit Committee Report), page 85 (accounting policy) and page 95 (financial disclosures)

* The nsk - Following the acquisiion of Nationwide Autocentres in 2010, the Group has held significant goodwill n the business  The business operates in
a competitive market and commercial difficulties, such as loss of a significant customer changes to market share or changes to the frequency with which
customers replace their cars may lead to a risk that the business does not meet the growth projections necessary to support the carrying value of the
goodwill Due ta the nherent uncertainty involved in forecasting these cashflows this is one of the key judgemental areas that our audit 1s concentrated cn

* Our response ~ Our audit procedures Included, challenging the assurmptions used around prospectve trading levels in light of the histoncal forecasting
accuracy for newly opened Autocentres, given the proporticn which have been opened In the past 2-3 years We assessed the Group's performance
aganst budget in the current and prior peniods 1o evaluate the historical accuracy of overall forecasts We used breakeven analysis to determine the
key sensitmties within the budgeting model, which we considered to be the discount rate and the growth rate The discount rate was determined by an
independent third party Further, we have cnitically assessed the varicus compenents of discount rate, by benchmarking the rate aganst external market
data and the Group's financial position We have assessed the contnuing improvement in customer retention a key factor n the growth rate, through
reference 1o the Net Promoter Score (NPS) provided by an independent third party, and through our observation of a recent Increase in customer-centric
nitiatives around the Group

We considered the adequacy of the Group's disclosures about the sensitvity of the outcome of the Impairment assessment to changes N key assumptions
3 OUR APPLICATION OF MATERIALITY AND AN OVERVIEW OF THE SCOPE OF GUR AUDIT

The matenality for the Group financial statements as a whols was set at £4 0 million (FY14 £5 0 milion} detarmined with reference to a benchmark of Group

profit before tax of which 1t represents 5 0% FY14 6 9%) areduction from the prior penad to ensure consistency with the industry peer group and other
listed companies

We report to the Audit Committee any corrected or uncorrected dentified misstatements exceeding £0 2 milion in addition to other identified misstatements
that warranted reporting on qualitative grounds

The Group audit team performed the audit of the Group as If It was a sngla aggregated set of financial information  The audrt was performed using the
matenalty set out above and covered 100% of total Group revenue Group profit before taxation and total Group assets

4 OUR OPINION ON OTHER MATTERS PRESCRIBED BY THE COMPANIES ACT 2006 IS UNMODIFIED
n our opimion
* the part of the Directors’ Remuneration Report to be audited has been properly prepared in accordance with the Companies Act 2006, and

* the mformation given in the Strategic Report and the Directors” Report for the financial year for which the financial statements are prepared Is consistent
with the financial statements
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5 WE HAVE NOTHING TO REPORT IN RESPECT OF THE MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION

Under ISAs (UK and Ireland) we are required to report to you if based on the knowledge we acquired dunng our audit we have dentified ather nformation
n the annual report that contans a matenal nconsistency with either that knowledge or the financial statements, a material misstatement of fact or thats
otherwse misleading

In particutar we are required to report to you

* we have Wentified matenal nconsistencies between the knowledge we acqurred durng our audit and the drrectors’ statement that they consider that the
annual report and financial staterments taken as a whole 1s far balanced and understandable and provides the information necessary for shareholders to
assess the Group's performance, business model and strategy, or

« the Audit Committee report, as set out on pages 52 to 55 does not appropriately address masters communicated by us to the Audit and Risk Commuttee
Under the Companies Act 2006 we are required to repart to you if, 1N our opirion

* adeguate accounting records have not been kept by the parent company, or returns adequate for our audit have not been receved from branches not
visited by us, or

+ the parent company financial statements and the part of the Directors’ Rermuneration Report to be audited are not in agresment with the accounting
records and returns, or

» certain disclosures of directors remuneration specified by law are not made or
* wo have not recenved all the information and explanations we require for our audit

Under the Listing Rules we are required {0 review

» the drectors’ staternent set out on page 41 n relation to going concern,

* the part of the Corporate Governance Staternent on pages 42 to 49 relating to the company’s comphiance with the ten prowisions of the UK Corporate
Governance Code 2012 specified for our review

Wae have nothing to report in respect of the above responsibilities

SCOPE OF REPORT AND RESPONSIBILITIES

As explaned more fully in the Directors' Responsibilities Statement set out on page 71, the directors are responsible for the preparation of the financial
staternents and for beng satisfied that they give a true and far view A description of the scope of an audit of financial statements s provided on the Financial
Reporting Council s website at www fre org uk/auditscopeukprivate This report 1s made solely to the company s members as a body and 1s subject to
mportant explanations and disclamers regarding our responsibiities  published on our website at www kpmg com/uk/auditscopeukco2014a, which are
ncorporated into this report as 1f set out in full and should be read to prowide an understanding of the purpase of this repon, the work we have undertaken and
the basis of our opinions

Peter Meehan (Serwor Statutory Auditor)

for and on behalf of KPMG LLFP, Statutory Auditor
Chartered Accountants

One Snowhill

Snow Hil Queensway

Birrmingham

B4 6GH

4 June 2015
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FINANCIAL STATEMENTS » CONSOLIDATED INCOME STATEMENT
CONSOLIDATED INCOME
STATEMENT
53 weeks to 3 Apnl 2015 52 weeks to 28 March 2014
Before Non-recurnng Before  Non-recurnng
Non-recumng tems Non-recurring tems
Items (note 5) Total lterns (note 5} Total
For the penod Notes £m £m £m £m £m £m
Revenue 1,025 4 - 1,025 4 9397 — 9397
Cost of sales {479 1) - 479 1) (435 5) - (435 5)
Gross profit 546 3 - 546 3 504 2 - 504 2
Operating expenses 2 {458 7) {0 3) (459 0) {426 4) 02 (426 6)
Resutts from operating activities 3 876 {0 3) 873 778 02 776
Finance costs 6 {36) - (38} 52 — 52)
Finance Incoma 3] 01 - 01 02 — 02
Net finance expense (35 — (3 5) (5 0} - (50
Profit befare income tax B41 03 838 728 02 726
Income tax expense 7 (17 9) f01) (18 0) (17 0) 0 1) {17 1)
Profit for the financial
penod attnbutable to equity
shareholders 66 2 {0 4) 658 558 {03) 55 5
Earmings per share
Basic 9 a1p 338p 28 8p 28 6p
Diuted 9 33 5p 33 3p 28 4p 28 2p
All results relate to continuing operations of the Group
The notes an pages 89 to 111 are an integra! part of these consoldated financial staternents
STOCK CODE HFD 77
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CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME

53 weeks to 52 weeks 1o
3 Apnil 28 March
2015 2014
Notes £m £m
Profit for the penod 658 555
Other comprehensive Incorne
Cash flow hedges
Far value changes in the penod 79 B0}
Transters to nventory f14) 11
Transfers to net profit
Cost of sales (3 4} o1
Income tax on other comprehensve Incorme 7 g 08
Other comprehensive income for the penod, net of Income tax 19 (12
Total comprehensive income for the penod attnbutable to equity shareholders 677 54 3

All iterns within the Consclidated Statement of Comprehensive Income are classified as iterns that are or may be recycled to the ncome statement

The notes on pages 89 to 111 are an integral part of these consoldated financial statements
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FINANCIAL STATEMENTS » CONSOLIDATED STATEMENT OF FINANCIAL POSITION
CONSOLIDATED STATEMENT OF
3 Apni 28 March
2015 2014
Notes £m £m
Assets
Non-current assets
Intangible assets n 356 8 3422
Property plant and equpment 12 1038 952
Detarred tax asset 19 41 44
Total non-current assets 464 7 4418
Current assets
Inventones 13 149 3 1502
Trade and other recevables 14 558 528
Derrvative financial Instrurments 20 39 -
Cash and cash equivalents 15 224 53
Total current assets 231 4 2083
Total assets 696 1 650 1
Liabilities
Current habilities
Bomowings 16 (22 9} {103)
Dervative financial Instruments 20 o 1) 21
Trade and other payables 17 (181 4 {159 5)
Current tax habidities (12 4) (10 4)
Provisions 18 {10 6) (9 0)
Total current habtiities (227 4) {191 3)
Net current assets 40 170
Non-current habilities
Borrowings 16 (61 3) {94 6)
Accruals and deferred ncoms ~ lease ncentives 17 {31 5) 28 8}
Provisions 18 {82 (9 3)
Total non-current habilihes (101 Q) {132 7)
Total liabilities (328 4) {324 0}
Net assets 367 7 3261
Shareholders’ equity
Share capital 21 20 20
Share premium 21 1510 1510
Investment in own shares 21 {13 6) {14 3)
Other reserves 21 16 {03
Retaned earnings 226 7 187 7
Total equity attnbutable to equity holders of the Company 367 7 3261
The notes on pages 89 to 111 are an ntegral part of these consolidated financial staterments
The financial statements on pages 77 o 82 were approved by the Board of Dhrectors on 4 June 2015 and were signed on its behalf by
Andrew Findlay
Chief Financial Officer
Company Number 04457314
STOCK CODE HFD 79
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CONSOLIDATED STATEMENT OF CHANGES

IN SHAREHOLDERS’ EQUITY

Attnbutable to the equity holders of the Company

Qther reserves

Share Investment Capital
Share premium mown  redemption Hedging Retained Total
capital account shares reserve reserve earnings equity
£m £m £m £m £m £m £m
Batlance at 29 March 2013 20 1510 (13 2} 03 08 1580 2987
Jotal comprehensive income for the
penod
Profit for the penod — - — - - 555 555
Other comprehensive ncome
Cash flow hedges
Far valus changes in the pernad - - - - (2 0} - (30)
Transfers to nventory - — - - 11 - 11
Transfers to net profit
Cost of sales - - - - o1 - (LR}
Income tax on other comprehensive INcome — -~ — — 08 — 08
Total other comprehensive income for
the penod net of tax — — — — {12} - (12)
Total comprehensive income for the
perod - - - - 12) 555 543
Transactions with owners
Share options exercised - - 21 - - - 21
Share-based payment transactions - - — - - 10 10
Purchase of own shares - - @32 - - - B2
Income tax on share based payment
transactions — — - - - 09 09
Dmdends to equity holders — - - - — (27 7) (27 7)
Total transactions with owners - - {11) - (2% 8) (26 9)
Balance at 28 March 2014 20 1510 (14 3) 03 0B} 187 7 326 1
Total comprehensive income for the
penod
Profit for the pencd — — - - - 658 658
Other comprehenstve INncome
Cash flow hedges
Far value changes in the penod — — — - 79 - 79
Transfers to nventory — — — - (14} — {14)
Transfers 1o net profit
Cost of sales — - - - (34) - (3 4)
Income tax on other comprehensive Ncome — - - — (12) - 12
Total other comprehensive income for
the penod net of tax — — - - 19 — 19
Total comprehensive income for the
penod - - — — 19 658 677
Transactions with owners
Share options exercised - - 07 — — - 07
Share-based payment transactions — - - - - 14 14
Purchase of own shares — - — - - - -
Income tax on share-based payment
transactons - - - - - 02 02
Dridends 1o equity holders — - - - - {28 4) {284)
Total transacthions with owners = — 07 — — (26 B) {26 1)
Balance at 3 Apnl 2015 20 1510 (13 6) 03 13 2267 3677

The notes on pages 89 to 111 are an integral part of these consolidated financial statements
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CONSOLIDATED STATEMENT OF
CASH FLOWS
53 weeks to 52 weeks to
3 Apnl 28 March
2015 2014
Notes £m £m
Cash flows from operating activities
Profit after tax for the penod, before non-recurring items 66 2 b5 8
Non-recurnng items {0 4) 03)
Profit after tax for the penod 658 555
Depreciation — property, plant and equipment 202 180
Impairment charge o7 04
Amortisation — intangible assets 55 53
Net finance costs 35 50
Loss on disposai of property, plant and equipment 17 21
Equity-setiled share based payment transact.ons 14 10
Fair value (gain)/loss on derwvative financial instruments (2 0) 14
Income tax expense 180 171
Decrease/(increase) n nventones 09 {17 G}
(Increase)/decrease n trade and other recevables 30) 10
Increase In trade and other payables 27 2 107
Increase In prowvisions 05 67
Finance ncome recewed 01 02
Finance costs pard 32 {46)
Income tax paid (17 1) (35 3)
Net cash from operating activittes 1202 67 &
Cash flows from investing activities
Acquisition of subsidiary, net of cash acquired 10 {14 Q) -
Purchase of ntangible assets (7 5) 5 3}
Purchase of property, plant and equipment {32 1) 21 4)
Met cash used in investing activities {53 6) (26 7}
Cash flows from financing activities
Net proceeds from exercise of share options 07 21
Purchase of own shares - 32)
Proceeds from loans net of transaction costs 2202 3057
Repayment of borrowings (254 Q) (326 0)
Payment of finance lease liabiities {03 ©3)
Drsidends paid {28 4) 27 7)
Net cash used in financing activites {61 8) (49 4)
Net increase/(decrease) in cash and bank overdrafis t 48 86)
Cash and cash equivalents at the beginning of the period 47 39
Cash and cash equivalents at the end of the penod | 01 @7
The notes on pages 89 to 105 are an integral part of these consolidated financial statements
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NOTES TO CONSOLIDATED STATEMENT
OF CASH FLOWS

I ANALYSIS OF MOVEMENTS IN THE GROUP'S NET DEBT IN THE PERIOD

At 28 March Other non-cash At 3 Apnit

2014 Cash flow changes 2015

£m £m £m £m

Cash and cash equivalents at bank and in hand @47) 48 — 01
Debt due after one year (84 0) 339 {0 6} (50 7)
Total net debt excluding finance leases 887) 387 {0 6) (50 6)
Finance leases due within one year 03 c3 06 [06)
Finance lease dus after one year (10 6) — — (10 6)
Total finance leases {10 9) 03 {0 6) (11 2)
Total net debt (99 6) 390 (12} (61 8)

Non-cash changes include finance costs in relation to the amortisation of captalsed debt issue costs of £0 8m (2014 £1 Om) and changes in classification

between amounts due within and after one year

Cash and cash equivalents at the penod end consist of £22 4m (2014 £5 3m) of iquid assets and £22 3m (2014 £10 Om) of bank cverdrafts
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ACCOUNTING
POLICIES

GENERAL INFORMATION
Hatfords Group plc 1s a company domiciled in the United Kingdom The consolidated financial statements of the Company as at and for the period ended
3 Apnl 2015 compnse the Company and its subsidiary undertakings

STATEMENT OF COMPLIANCE
The consolidated financial statements have bean prepared In accordance with Internabional Financial Reporting Standards as adopted by the EU
(*adopted IFRSs™)

BASIS OF PREFPARATION

The consolidated financial staterments of Halfords Group plc and s subsidiary undertakings (together “the Group™) are prepared on 2 going concern basis
for the reasons set out In the Directors’ Report on page 41 and under the historical cost convention, except where adopted IFRSs require an akternative
treatment Tha prncipal vanations refate to financial nstruments {IAS 39 “Financial instruments recogrition and measurement”) and share based payments
(IFRS 2 “Share-based payment”)

The financial statements are presented in millions of UK pounds, rounded to the nearest £0 1m

The accounts of the Group are prepared for the period up to the Friday closest 1o 31 March each year Consequently, the financial statements for the current
penod cover the 53 weeks to 3 April 2015 whilst the comparative perod covered the 52 weeks to 28 March 2014

BASIS OF CONSOLIDATION

SUBSIDIARY UNDERTAKINGS

Subsidary undertakings are fully consohdated from the date on which control 1s transferred to the Group They cease to be consolidated from the date that the
Group ne longer has control Controk s achueved where the Company has the power to govern the financial and operating policies of an enuty so as to obtan
benefits from its actmties

Inter-company transactions, balances and unreatised gans on fransactions betwesen Group companies are elminated on consohdation Unrealised losses are
also elminated urless the transaction provides ewidence of an impairment of the asset transterred

The financial staterments of all subsidiary undertakings are prepared to the same reporting date as the Company All subsidiary undertakings have been
consolidated

The prncipal subsidiary undertakings of the Company at 3 Apnl 2015 are detaled in note 4 to the Company balance sheet on page 109

BUSINESS COMBINATIONS

The acquisition of subsidiaries 1s accountad for using the purchase method The cost of the acquisition 1s measured at the aggregate of the far values, at
the date of exchange, of assets given, liabidiies incurred or assumed, and equity instruments 1ssued Dy the group in exchangs for contro! of the acquwee
Acquisition related costs are recognised as expenses in the period in which the costs are mcurred

The dentifiable assets, habilities and contingent habilities of the acquired entity that meet the conditions for recognition under IFRS 3 'Business Combinations
are recognised at therr far value at the acquisiion date

Goodwill ansing on acquisition 1S recognised as an asset and nitially measured at cost, being the excess of the cost of the business combination over the
group s nterest in the nat farr value of the identifiable assets liabilites and contingent liabilties recognised If after reassessment the Group's interest in the net
fair value of these elements exceeds the cost of the business combnation the excess Is recegnised immediately in the ncome statement

REVENUE RECOGNITION

RETAIL

Retail revenue compnses the far value of the sale of goods and services 1o external customers net of value added tax rebates promotons and returns
Revenue Is recognised on the sale of goods when the significant risks and rewards of ownership of the goods have passed to the buyer and the amount of
revenue can be measured reliably Revenue on goods delivered Is recogrised when the customer accepis delivery and on services when those services have
been rendered

CAR SERVICING
Car Servicing revenue compnses the provision of servicing to external custorners, net of value added tax rebates and promotions Revenue 1s recogrised at
the point at which those services have been rendered

PROMOTIONS AND RETURNS

The Group operates a variety of sales promction schemes that gve nss to goods and services being sotd at a discount to standard retad price Reverwe 15
adusted to show sales net of all related discounts A provision for estimated retuns 15 made representing the profit on goods sold during the year which are
axpected to be retumed and refunded after the year end based on past expenence Revenue is reduced by the value of sales returns prowded for duning the year

FINANCE INCOME

Finance income comprises nterest ncome on funds invested Income 1s recogrised, as it accrues in profit or loss using the effectrve interest rate method

NON-RECURRING ITEMS
Non-recurnng tems are those items that are unusual because of their sze, nature or iIncidence  The Group’s management consider that these items should be
separatsly identified within ther relevant income staternent category to enable a full understanding of the Group's results
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ACCOUNTING
POLICIES continued

EARNINGS PER SHARE

The Group presents basic and diluted earnings per share (EPS) data for its ordinary shares Basic EPS ss calculated by dwiding the profit or loss attributable
to ordinary sharehelders of the Company by the weighted average number of ordinary shares cutstanding duning the period, adjusted for own shares

held Diuted EPS s determined by adusting the profit or loss attrbutable to ordinary shareholders and the weighted average number of ordinary shares
outstanding adjusted for own shares held for the effects of all diutive potential ordinary sharas, which comprise share options granted to employees

The Group has also chosen {o present an alternative earnings per share measure with profit adjusted ter non-recurnng nems A reconciiation of this alternative
measure to the statutory measure required by IFRS s given in note @

FOREIGN CURRENCY TRANSLATION

FUNCTIONAL AND PRESENTATION CURRENCY

The consohdated financial statements are presented m pounds sterling, which 1s the Group's presentation currency and are rounded to the nearest hundred
thousand except where it 1s deemed relevant to disclose the amounts to the nearest pound Items included in tha financial statements of the Group's entities
are measured using the currency of the prmary economic emvironment In which the entity operates (the functional currency)

TRANSACTIONS AND BALANCES

Transactions in foreign currencies are recorded at the exchange rate prevaling on the date of the transaction At each balance sheet date monetary assets
and babiities denominated in foreign currencies are retranslated at the exchange rate prevailing at the balance sheet date Transtation differences on monetary
itemns are taken to the income statement with the exception of diferenceas on transactions that are subject to effective cash flow hedges which are recognised
in other comprehensive Ncome

Non-monetary assets and labiities denominated i foreign curencies that are measured at far value are retranslated at the exchange rate at the date that the
fair value was determmned Foreign currency differences ansing on retranslation are recognised in profit or loss, except for differences ansing on qualifying cash
flow hedges which are recognised in other comprehensive ngome

The assets and habiites of foreign operations are translated to sterling at the exchange rate at the reporting date The ncome and expenses of foreign
operatons are translated to sterling at an average exchangs rate Foreign currency differences are recognised n other comprehensive ncome and a separate
component of equity When a foreign operation s dispesed of the relevant amount in equity (s transferred to profit or loss

EMPLOYEE BENEFITS

) PENSIONS

The Halfords Pension Plan is a contract based plan where each member has therr own ndmvidual pension policy which they monitor ndependentty The
Group pays fixed contrbutions and has no legal or constructve obligation to pay further amounts The costs of contributions to the scheme are charged to the
ncome statement in the penod that they anse

I} SHARE BASED PAYMENT TRANSACTIONS
The Group operates a number of equity-settied share based compensation plans

The far vatue of the emiployee services recerved under such schemes is recogrused as an expense in the Income statement Farr values are datermined by use
of an appropnate pricing model and incorporate an assessment of relevant market performance conditions

The amount to be expensed over the vesting penod s adjusted to reflect the number of awards for which the related service and non-market vesting
conditions are expected to be mat, such that the amount ultimately recognised as an expense 1s basad on the number of awards that mest the related service
and non-market performance conditions at the vesting date

At each balance sheet date, the Group revises its estimales of the number of share incentives that are expected 1o vest The impact of the rewision of onginal
estimates, If any 1s recognised i the INncome statement, with a corresponding adjustment 10 equity

TAXATION
Income tax expense compnses currant and deferred tax. Current tax and deferred tax are recogrused n profit or lass except to the extent that ( relates to a
business combination or items recogrised directty in equity or in other comprehensive ncome

Current tax 1s the expected tax payable or recenable on the taxable income or loss for the year, using tax rates enacted or substantvely enacted at the
reporting date and any adjustment to tax payahle n respect of previous years

The tax base of an asset is the amount that will be deductible for tax purposes aganst any taxable economic benefits that will flow to an entity when it
recovers the carmpng amount of the asset If those economic benefits will not be taxable, the tax base of the asset 1s equal to its carrying amount

The tax base of a kabulity Is its carrying amount, less any amount that will ba deductible for tax purposes in respect of that kability in future penods in the case
of revenue wiwch 1s recerved in advance, the tax base of the resulting hability 18 #s carmyng amount less any amount of the revenue that wil not be taxable n
futura perods

Deferred taxation s pronided in iufl using the kability method on temporary differences ansing between the tax bases of assets and habiities and ther carnang
amounts 1N the consolidated financial statements However if the deferred taxation arises from initial recognition of an asset or lability in a transaction other
than a buginess combination, that at the time of the transaction affects neither accounting nor taxable profit or loss, it 1s not accounted for Deferred taxation is
calculated using rates that are expected to apply when the related deferred asset 1s realised or the deferred taxation iability 1s settied

Deferred taxation assets are recogrused to the extent that it 1s probable that future taxable profit will be avalable aganst which the termporary differences can
be utilised
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DIVIDENDS

Final dmdends are recognised in the Group s financial staternents in the period in which the dividends are approved by shareholders Intenm equity dwdends
are recogrused in the penod they are paid

INTANGIBLE ASSETS

1) GOODWILL

Goodwill 1s Inally recogrised as an asset at cost and 1s reviewed for imparment at least annually Goodwill is subsequently measured at cost less any
accumulated imparment losses An impaumant charge 1s recognsed n prodit or loss for any amount by which the carrying value of goodwill excesds its
recoverable amount

For the purposes of impairment testing, goodwillis allocated to each of the Group’s cash-generating units expected to benefit from the synergies of the
combmation Cash-generating units to which goodwill has been allocated are tested for impawment annually, or more frequently when there is an indication
that the unit may be mparred

Far acquisiions pnor 10 3 Apnl 2010 costs directly attributable to business combinations formed part of the consideration payable when calculating goodwil
Adjustments to contingent considerabion and therefore the consideration payable and goodwill are made at each reporting date until the consideration ts
finally determined

Acqursitions atter this date fall under the provisions of 'Rewised IFRS 3 Business Combinations {2009) For these acquisitions transaction costs other than
share and debt issue costs, will be expensed as ncurred and subsequent adjustments to the far value of consideration payable will be recognised in profit
or loss

1) COMPUTER SOFTWARE

Costs that are directly associated with identifiable and unigque software products controlled by the Group, and that will generate economic benefits beyond
one year are recognised as intangble assets These ntangible assets are stated at cost less accumulated amortisation and impairment losses Software 15
amortised aver three to five years depending on the estmated useful economic life

11y ACQUIRED INTANGIBLE ASSETS
Intangible assets that are acquired as a resull of a business combination are recorded at far value at the acquisition date provided they are identifiable and
capable of reliable measurement

Amortisation 1s recognised in profit or loss on a straight-lne basis over the estmated useful Ives of intangible assets, other than goodwili from the date that
they are avalable for use, since this most closely reflects the expected pattern of consumption of the future economic benefits embodied in the asset The
estimated usef Iives for the current and comparative pencds are as follows

» Brand names and trademarks 2 years n respect of Autocentres, and 10 years in respect of cBoardman

* Customer relationships 5 to 15 years, and

* Favourable leases over the term of the lease

Amortisation methods useful Iives and residual values are reviewed at each financial year-end and adjusted if appropriate

PROPERTY, PLANT AND EQUIPMENT
Property plant and equipment 1s held at cost less accumulated depreciation and any accumulated impairment losses

Deprecaton of property plant and equipment 1s provided to wiite off the cost less residual value, on a straight-kne basis over therr useful economic Iives as
follows

* Leasehold premuses with lease terms of 50 years or less are depreciated over the remaining period of the lease

« Leasehokl improvements are depreciated over the penod of the lease to a maxmum of 25 ysars

* Motor vehicles are depreciated over 3 years

* Fodures, fitings and equipment are depreciated over 4 1o 10 years according to the estimated life of the asset,

= Computer equipment 1s depreciated over 3 years, and

= Land 1s not depreciated

Depreciation 15 expensed to the income staternent within operating expenses
Residual values, remamning useful sconomic ives and depreciation periods and methods are reviewed annually and adjusted it appropnate

IMPAIRMENT OF ASSETS

Tangible and imanglble assets that are subject to amortisation and depreciation are reviewed for imparment whenever events or changes in circumstances
indicate that the carnyng amount may not be recoverable An impanment loss 1s recognised for the amount by which the asset's carrying amount exceeds
its recoverable amount The recoverabls amount 1s the higher of an asset's far value less costs to sell and value n use For the purposes of assessing
mparment assets are grouped at the lowest levels for which there are separately identifiable cash flows {cash-generating units) For goodwall, an annual
impairment review 1s performed at each balance sheet date
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ACCOUNTING
POLICIES continued

LEASES

FINANCE LEASES

Leases of property, plant and equipment where the Group has substantially all the nsks and rewards of ownership are classified as finance leases Finance
leases are capitalised at the lease’s incephon at the lower of the fair vatue of the leased asset and the present value of the mirimum lease payments Each
lease payment is aliocated hetween the labddy and finance charges so as 1o acteve a constant rate on the finance balance outstanding The corresponding
rental obligations net of finance charges are ncluded in borrowings  The interest element of the rental 15 charged to the Income statement over the lease
penod so as to produce a constant penodic rate of interest on the remamning balance of the habiity for each period

OPERATING LEASES

Leases in which a significant portion of tha nisks and rewards of ownership are retaned by the lessor are classified as operating leases Payments made
under operaling leases are charged to the ncome statement on a straight-line basis over the penod of the lease The bensfit of mcentives from lessors are
recognised on a straight-ine basis over the term of the lease

LANDLORD SURRENDER PAYMENTS
Payments receved from fandlords in respect of the surrender of all or part of units previously eccupied by the Group, that do not represent an incentive for
future rental commitments are recogrised N the Income statement on the exchange of contracts, where there are no further substantial acts to complete

SUBLEASE INCOME
The Group leases properties from which it no longer trades These properties are often sublet to third parties  Rents recevable are recognised by offsetting the
income agamst rental costs accounted for within seling and distnbution costs n the Income statement

INVENTORIES
Inventories are measured at the lower of cost and net realisable value The cost of nventones 1s based on the weighted average cost principle and includes
expenditura incurred m inventonies adjusted for rebates, and othar costs incurred m bringing them 1o their existing location

PROVISIONS

A provision 1s recogrised if, as a resuit of a past event, the Group has a present legat or constructive cbligation that can be estmated reliably, and it 1s
probable that an outflow of econcmic benefits will be required to settle the obligation Prowisions are determined by discounting the expected future cash flows
at a pre-tax rate that reflects current market assessrents of the time value of money and the risks specific to the hability The unwinding of the discount 1s
recognised as a finance cost

Datauls of the provisions recogrised and the significant astimates and judgements can be seen i note 18
Whare the Group expects a provision to be reimbursed, the reimbursernent s recogrised as a separate asset when the reimbursement 1s certain

A provision for vacant properties is recognised when the expected benefits 10 be derved by the Group from a contract are lower than the unavoidable cost of
meeting its obligations under the contract The prowvision 1s measured at the present value of the lower of the expected cost of terminating the contract and the
expetied ret cost of coninuing with the contract Before a provision 1s estabished the Group recogrises any impairment Yoss on the assets associated with
that contract The main uncertanty 1s the trming of the amounts payable and the tme value of money has been incorporated n {0 the provision amount to
take account of this sensitivity

Prowision s also made for onerous contracts in less-making stores and autocentres which management do not expect to become profitable

A rent review provision Is recognised when there 1s expected 10 be additonal obligations as a result of the rent review whuch forms part of the Group s
unavoidabla cost of meeting its oblkgations under the lease contracts The prowvision s based on management’s best estimate of the rent payable after the
review Key uncertanties are the estimate of the rent payable after the rewew has occurred

A dilapidations provision is recogrised when there is future obligation refating to the mantenance of leasehold properties The prowision Is based on
management s best esumate of the obligation which foms part of the Group's unavoidable cost of meetng its obhigations under the lease contracts Key
uncertanties are the estmates of amounts due

Provisions for employer and product liabiity clams are recogrised when an ngident oceurs or when a clam made against the Group 1s receved that could
lead to there being an outflow of benefits frorm the Group The provision 1s based on management s best estimata of the settlerment assisted by an externat
third party The man uncertainty 1s the likelihood of success of the clamant and hence the pay-out however a provision 1 only recogrised where there 15
cansidered to be reasonabie grounds for the clam

FINANCIAL INSTRUMENTS

FINANCIAL ASSETS

The Group's financial assets nclude cash and cash equivalents and trade and other recevables All financial assets are recogrused when the Group becomes
party to the contractual prowisions of the instrument

I) TRADE RECEIVABLES
Trade recenvables are recognised and camed at onginal mvoice amount less provision for impatment

A prowision for impairment of trade recevables 1s established when there 15 objective evidence that the Group will not be able to collect alf amounts dus
according to the ongmal terms of recevables The amount of the provision 1s determined as the difference between the asset s camying amount and the
present value of estimated future cash flows and is recognised m the ncome statement In operating expenses
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1) CASH AND CASH EQUIVALENTS
Cash and cash equivalents ncludes cash in harki deposits held at call with banks and other short-termn highly quid mvestrments with onginal maturities of three
months or less For the purposs of the consolidated cash flow statement cash and cash equrvalents mcludes bank overdrafts in addition to the definition above

FINANCIAL LIABILITIES AND EQUITY
Financial habihties and equity instruments are ¢lassified according to the substance of the contractual arangements entered into An equity instrument 1S any
contract that evidences a residual interest in the assets of the Group after deducting all of its liabifitres

The Group s financial liabilities compnise trade and other payables and borrowings All financial iabilties are recognised initially at ther far vatue and
subsequently measured at amortised cost using the effective interest method

1) BANK BORROWINGS

Al loans and borrowings are initally recognised at the far value of the consideration receved net of 1ssue costs associated with the borrowing Bomowangs are
subsequently stated at amortised cost any difference between the proceeds (net of transaction costs) and the redemption value s recognised in the income
statement over the period of the borrowings using the effective Interest method

Finance cost compnses nterast expense on borrowings unwinding of the discount on provsions and the cost of forward foreign exchange contracts

) TRADE PAYABLES
Trade payables are inially measured at farr value, and are subsequenily measured at amortised cost, using the effective interest rate methed

iy EQUITY INSTRUMENTS

Equity instruments 1ssued by the Company are recorded as the proceeds are receved net of direct issue costs Own shares constst of shares held within an
employee benefit trust and are recognised at cost as a deduction from shareholders’ equity Subsequent consideration recerved for the sale of such shares s
also recogrsed in equity, with any difference between the sale proceeds from the onginal cost being taken to revenue reserves No gan or loss s recognised
in the Group Income Staterment on transactions in own shares held

V) DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGE ACCOUNTING

Dervative financial Instruments are used to manage risks ansing from changes in foreign currency exchange rates relating to the purchase of overseas sourced
products The Group does not hold or 1ssue denvative financial instrumnents for trading purposes The Group usas the dervatives 1o hedge highly probable
forecast transactions and therefore the instruments are designated as cash flow hedges

Dervatives are recognised at fair value on the date a contract 1s entered into and are subsequently remeasured at their far value The effective element of any
gain or loss from re-measunng the dervative instrument 1 recogresed directly In the hedging reserve

The associated cumulatve gan or loss 1s reclassified from the Group Statement of Changes in Eguity and recogrised n the Group Income Statement in
the same period or pencds during which the hedged transaction affects the Group Income Statement Any elemant of the re-measurement of the denvatve
instrument that does not meet the cnteria for an effective hedge 1s recogmised mmediatety in the Group Income Statsment within finance income or costs

When a hedging instrument expires or 1s sold, or when a hedge no longer meets the criteria for hedge accounting, any cumulative gan or loss existing in other
comprehensive Income at that time remains N other comprehensive INncome and 1s recogrised when the forecast transaction is ultimately recogrised in the
income statement When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported in other comprehensive Income
1s recogrised immediately n profit or loss

The full far value of a hedging dervative 1s classified as a non-current asset or ability if the remaining matunity of the hedged item is more than twelve months
or as a current asset or hability «f the remaning matunity of the hedged itern is less than 12 months

ESTIMATES AND JUDGEMENTS

The preparaton of the consoldated financial statements requires managerment to make judgements estrmates and assumptions that affect the application of
policies and reparted amounts of assets and kabilities income and expenses The estmates and associated assumptions are based on histoncal experience
and varous other factors that are believed to be reasonable under the circumstances, the results of which form the basts of making judgerments about the
carrying value of assets and hiabidities that are not readily apparent from other sources Actual results may differ from the estimates

The judgement and key sources of estimation uncertanty that have a significant effect on the amounts recognised in the financial statements are detailed
below

ALLOWANCES AGAINST THE CARRYING VALUE OF INVENTORIES

The Group reviews the market value of and demand for its inventones on a penodic basis to ensure that recorded inventory is stated at the lower of cost and
net realisable value In assessing the uttimate realisation of inventones, the Group 1s required to make judgements as to future demand requirements and o
compara these with the curmrent or commitied uwentory levels Assumptions have been made relating to the timing and success of product ranges which
would mpact estimated demand and selling pnces

Sensitmties to the assumptions for specific product lines are not expected by management to result m a matenal change n the overall allowances

INTANGIBLE ASSET VALUATIONS

The measurement of fas values on a business combination requues the recognition and measurement of the wentifiable assets, labilities and contingent
labdities The key judgements involved are the identfication of which intangible assets meet the recogniion criteria as set out in IAS 38, the far values
attnbutable to those intangible assets, excluding any buyer-specific synergies and the useful Iives of ndmdual intangible assets The usefut lves of intangibles
assets relating to customer relationships invelvas udgement as to customer retention rates applicable
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ACCOUNTING
POLICIES continued

IMPAIRMENT CF ASSETS

Goodwill and other assets are subject to impawment reviews based on whether current or future events and circumstances suggest that ther recoverable
value may be less than ther carrying value Recoverable amaunt 1S based on a calculation of expected future cash flows, which includes management
assumptions and estimates of future performance Details of the assumptions used in the iImparrment review of goodwill and other assets are explained In
note 11

The carrying amount of these assets and labiliies can be seen i the notes to the financial statements on pages 89 to 111

ADOPTION OF NEW AND REVISED STANDARDS
The following standards and interpretations are applicable to the Group and have been adopted in the current period as thay are mandatory for the year ended
3 Apnil 2015 but erther have no matenal mpact on the result or net assets of the Group or are not applcable

+ [FAS 10 'Consoldated financial statements  replaces the gudance of contral and consolidation in lAS 27 and SIC 32 Consolidation — special purpose
entiies The core prneiple that a consolidated entity présents a parent and 1is subsidianes as If they were a single entity remains unchanged, as do the
mechanics of the consolidation

s |FRS 11 'Joint arrangements' reguires joint arrangements to be accounted for as a joint operation or as a joint venture depending on the rights and
obligatiens of each party to the arrangement  Preportionate consolidation for joint ventures will be elimenated and equity accounting will be mandatory

* |FRS 12 ‘Disclosure of interests in other entities requires enhanced disclosures of the nature, risks and financial effects associated with the Group's
Interests N subsidiaries assoc:ates, joint arrangements and unconsolidated structures entiigs

NEW STANDARDS AND INTERPRETATIONS NOT YET ADOPTED

The following standards and interpretations have been published, endorsed by the EU, and are avallabie for early adoption, but have not yet been appied by
the Group in these financial statements The Group does not believe the adoption of these standards or interpretations would have a matenal impact on the
conscldated results or financial position of the Group

s |AS 32 'Financial nstruments — presentation” (dmendment) - the amendment clanfies the offsetting critenia, specificalty whan an entity currently has a fegal
nght of set off and when gross settlement 1s equivalent to net settlement

* |AS 36 'Imparment of assets’ (Amendment) — the amendments reverse the unintended requirement in IFRS 13 to disclosa the recoverabla amount of every
cash-generating unit to which significant goodwill or indsfinte-kved intangible assets have been aflocated Under the amendments, recoverable amount 15
required to be disclgsed only when an imparment loss has been recognised or reversed

In addition to the above, amendments to a number of standards under the annual Improvements project 1o IFRS have been endorsed by the EU but not yet
adopted None of these amendments are expected to have a matenal impact on the Group's financial statements
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NOTES TO THE
FINANCIAL STATEMENTS

1 OPERATING SEGMENTS

The Group has two reportable segments, Retal and Car Servicing, which are the Group s strategic business units Car Servicing became a reporting segment
of the Group as a result of the acquisition of Nationwide Autocentres on 17 February 2010 The strategic business units ofter different products and services
and are managed separately because they requie different operational technological and marketing strategies

The operations of the Retail reporting segment comprise the retailing of automotive, leisure and cycling products through retad stores The operations of the
Car Servicing reporting segment compnise car servicing and repar performed from autocentres

The Chigf Operating Decision Maker s the Executive Drectors internal management reports for each of the segments are reviewed by the Executive Directors
on a monthly basis Key measures used to evaluate performance are Revenue and Operating Profit Management beligve that these measures are the most
relevant in evaluating the performance of the segment and for making resource allocation decisions

The following summary describes the operations in gach of the Group’s reportable segments Performance 1s measured based on segment operating profit,
as included in the management reports that are reviewed by the Executve Directors These internal reports are prepared in accordance with IFRS accounting
policies consistent with these Group Financial Staternents

All matenal operations of the reportable segments are carried out in the UK and all matenal non-current assets are tocated in the UK The Group's revenue 1S
driven by the consclidation of individual small value transactions and as a resutt Group revenueg 1s not reliant on a major customer or Group of customers All
revenus s from external customers

53 weeks to

3 Apnl

2015

Retail Car Servicing Total

Income statement £m £m £m
Revenue 8751 1503 1,025 4
Segment result before non-recurrng 1items 854 41 895
Non-racuriing tems (03 — 0 3)
Segment result B51 41 892
Unallocated expenses’ (19}
Operating profit 873
Net financing expense (3 5)
Profit before tax 83s
Taxation (18 0)
Profit for the year 658

1 Unallocated expenses have been disclosed to reflact the format of the internal management reports reviewed by the Chief Operating Decison maker and nchude an amenisatign charge of £1 9m
in respect of assels acquired through business combinations (2014 £17m)

52 weeks to

28 March

2014

Retal  Car Servicing Total

Income statement £m £m £m

Revenue 8O3 1 136 6 9397

Segrment result before non-recumng itams 752 43 795

Non-recumng items (0 2) — 032

Segment result 750 43 793

Unallocated expenses’ 17

Operating profit 776

Net financing expense 50)

Profil before tax 726

Taxation (17 1)

Profit for the year 555
STOCK CODE HFD 89
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NOTES TO THE
FINANCIAL STATEMENTS continued

1 OPERATING SEGMENTS CONTINUED

53 weeks to
3 April
2015
Retail  Car Servicing Totat
Other segment items £m £m fm
Capital expenditure 307 68 3756
Depreciation expense 164 ig 202
Imparment charge (non-recurnng) 07 - o7
Armortisation expense 36 — a6
52 weeks to 28
March 2014
Aetal  Car Servicing Total
Other segment items £m £m £m
Capital expendiiure 244 60 304
Depreciation expense 148 32 180
Impairment charge {non-recurring}) o4 - 04
Amortisation expense 36 — 36
There have been no sigrnificant transactions batween segments in tha 53 wesks ended 3 Apnl 2015 (2014 €nul)
2 OQPERATING EXPENSES
53 weeks to 52 weeks to
3 Apnl 28 March
2015 2014
For the penod £m £m
Selling and distribution costs 385 5 359 1
3855 3591
Admirystratrve expenses before non-recurning tems 732 67 3
Non-recurnng administrative expenses 03 02
735 67 5
459 0 426 6
3 QPERATING PROFIT
53 weeks to 52 weeks to
3 Apnil 28 March
2015 2014
For the period £m £m
Operating profit 1s amved at after charging/{crediting) the following expenses/{income) as categonsed by nature
Operating lease rentals
— plant and machinery 26 18
— property rents 916 a0
— rentals recewable under operating leases {4 2) 50
Landlord surrendex payments (28) SR
Loss on disposal of property, plant and equipment 17 21
Amortisatton of ntangible assets 56 53
Depreciation of
— owned property, plant and equipment 197 175
— assets held under finance leases 05 05
Impaument of property, plant and equipment [Vl 04
Trade recawvables mparment - 03
Staff costs (see note 4) 2031 180 2
Cost of nventonies consumed in cost of sales 470 2 4222

The total fees payable by the Group to KPMG LLP and ther assoctates dunng the penod was £0 2m (2014 £0 2m) in respect of the services detalled below

63 weeks to 52 weeks to

3 Apn! 28 March

2015 2014

For the penod £'000 £°000

Fees payable ior the audi of the Company’s accounts 30 30
Fess payable to KPMG LLP and their associates for other services

The audit of the Company s subsidiary undertakings pursuant 10 legislation 144 144

Other senices supplied pursuant to such legislation 15 15

189 189
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4 STAFF COSTS
53 weeks to 52 weeks 10
3 Apnl 28 March
2015 2014
For the penod £m £m
The aggregated remuneration of all employees including Directors compnsed
Wages and salanes 1837 1730
Social secunty costs 129 1186
Equity settled share-based payment transactions (note 22) 14 10
Contributions to defined contribution plans {note 24) 51 36
2031 189 2
Number Number
Average number of persons employed by the Group, ncluding directors during the period
Stores/Autocentres 10,124 10 697
Central warehousing 375 313
Support Centre 722 684
11,221 11 694

Full detads of Drectors’ remuneration and interests are set out n the Directors’ Remuneration Report on pages 56 to 70 which form part of these financial
statements

KEY MANAGEMENT COMPENSATION
53 weeks to 52 weeks 10

3 Apnl 28 March
2015 2014

For the pencd £m m
Salanes and short-term benefits o 25
Compensation for loss of office 01 02
Social secunity costs o8 06
Pensions 03 03
Share based payment charge 05 05
47 41

Key management compensation includes the emoluments of the Board of Directors and the emeluments of the Halfords Limited and Halfords Autocentres
management boards

5 NON-RECURRING ITEMS
53 woeks to 52 weeks to

3 Apnl 28 March
2015 2014
For the penod £m £m
Non-recurnng operating expenses
Lease guarantee provision (a) 02 02
Onerous lease provision (b) 02 -
Impasment of Property, Plant and Equipment {c) 07 o4
Non-recurmnng items before tax 03 02
Tax on non-recurrng items (d} 01 g1
Non-recurnng tems after tax 04 03

a Anon-recurnng expense of £7 5Sm was incurred in 2011 This expense related to the creation of a provision for the potential iabibties ansing from lease
guarantees provided by Halfords prior 10 July 1989 The guarantees were prowided to landlords of properties leased by Payless DIY (now part of Focus DIY)
when both Halfords and Payless DIY were under ownership of the Ward White Group Focus DY entered into administration n May 2011 In the current
year the continued settlement of the Group’s guarantor oblgations has resulted in a release of £0 2m (2014 £0 2m) of the onginal amounts provided
There 1s now no outstanding provision in relation to this issue

b A charge was incuired in pror penods relating to stores where the present value of expected future cash fliows was deemed to be nsufficient to cover the
lower of cost of ext or value In use Dunng the current year a release of £0 2m cccurred following ths finalisation of an exit agreement for the Wembley stors

c Imparment charge in respect of property plant and equipment in respect of the Stores Fit To Shop nitative where the carmying amount of these assets
has been deemed to exceed the recoverable amount

d The tax charge of £0 1m represents a tax rate of 21% applied to non-recurrng items after adjusting for the non-deductibility of the asset mpament
charge and settlements to release Halfords from ts guarantor obhgatons under the lsases The prior penod reprasents a tax charge at 23% on all
current year non-recurnng items adjusted for the nan-deductibility of the asset impairment charge and settlements to release Halfords from its guarantor
obligabons under the leases

STOCK CODE HFD 91
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NOTES TO THE

FINANCIAL STATEMENTS continued

6 FINANCE INCOME AND COSTS

53 weeks to 52 weeks to
3 Apnl 28 March
2mMs 2014
Recognised in profit or loss for the penod £m £m
Finance costs
Bank borrowings {13} (13
Amortisation of 1Issue costs on loans {0 6} (10)
Commitment and guarantee fees ©8) 1)
Costs of forward foreign exchange contracts ©2) {03)
Interest payable on finance leases o7 07
Other interest payable - (0 8)
Finance costs {3 6) (52
Finance income
Bank and serular interest 01 02
Finance income 01 02
Net finance costs (3 5) 50)
7 TAXATION
53 weeks to 52 weeks to
3 Apnl 28 March
2015 2014
For the penod £m £m
Current taxation
UK corporation tax charge for the penod 209 201
Adustment In respect of prior perods {18) 07
191 194
Deferred taxation
Ongination and reversal of temporary differences (15) {18)
Adjustment in respect of prior periods 04 {0 5}
[UR))] 23}
Total tax charge for the penod 180 171
The tax charge 15 recenciled with the gtandard rate of UK corporation tax as follows
53 weeks to 52 weeks to
3 Apnil 28 March
2015 2014
For the perod £m £m
Profit before tax :x]:] 726
UK corporation tax at standard rate of 21% (2014 23%) 17 6 167
Factors affecting the charge for the period
Depreciation on expenditure not elgible for tax relief 13 15
Employee share options 04 05)
Other disallowable expenses 04 04
Adjustment m respect of prior pertods (14 (12
Impact of overseas tax rates 04 0 5)
Impact of change i tax rate an deferred tax balance a1 Q7
Total tax charge for the penod 180 171

Areduction in the UK corporation tax from 24% to 23% {effective 1 April 2013) was substantvely enacted on 3 July 2012 Further reductions to 21% {effectve
from 1 April 2014) and 20% (effective from 1 Apnl 2015} were substantively enacted on 2 July 2013 This will reduce the Comparwy's future current tax charge
accordingly The deferred tax asset at 3 April 2015 has been calculated based on the rate of 20% substantively enacted at the balance sheet date

In this financial penod the UK corporation tax rate was 21% (2014 23%)

The effectve tax rate of 21 5% (2014 23 5%} 1s higher than the UK corporation tax rate prncipally due to the non-deductibnty of depreciation charged on

capual expenditure and other permanent differences ansing n the pencd

The tax charge on profit for the financtal period was £18 Om {2014 £17 1m), ncluding a £0 1m charge (2014 £0 1m charge) In respect of tax on non-

recurmnng 1lems
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7 TAXATION CONTINUED
An income tax charge of £1 2m (2014 £0 8m credit) on other comprehensive income relates to the movermnent in fair valuing forward currency contracts
outstanding at the year end No other items within other comprehensive income have a tax impact

The Group engages openly and proactively with tax authorities both in the UK and internatonally where 1t trades and sources products and is considersd low
risk by HM Revenue and Customs (*HMRC") The Company Is fully commiited to complying with all of its tax payment and reporting obligathons

In this penod  the Group's contribution to the UK Exchequer from both taxes pawd and collected exceeded £149 0m (2014 £157 9m) with the man taxes
neluding corporation tax £16 1m (2014 £35 4m) net VAT £53 1m {2014 49 8mj), PAYE £19 8m (2014 £17 1m} employees national insurance conmributions
£10 0m (2014 £8 8m) employers national insurance contrbutions £13 0m (2014 £11 2m) and business rates £37 Om (2014 £35 6m)

8 DWIDENDS
53 weeks to 52 weeks o

3 Apnl 28 March

2015 2014

For the penod £m £m
Equity — ordinary shares

Final for the 52 weeks to 28 March 2014 — paid 9 10p per share (2014 9 10p) 177 176

Intarim for the 53 weeks 10 3 April 2015 — paid 5 50p per share (2014 5 20p) 107 101

284 277

In addimon, the drectors are proposng a final didend in respect of the financial period ended 3 April 2015 of 11 00p per share {2014 9 10p per sharg) which
will absorb an estimated £21 4m (2014 £17 7m) of shareholders' funds It will be pawd on 28 August 2015 to shareholders who are on the register of members
on 7 August 215

9 EARNINGS PER SHARE

Basic earnings per share are calculated by dmiding the profit attnbutable to ordinary shareholders by the weighted average number of ordinary shares i issue
during the period The weighted average number of shares excludes shares held by an Employee Benefit Trust (see note 21) and has been adjusted for the
issue/purchase of shares dunng the penod

For diuted earnings per share, the weighted average number of ordinary shares in 1ssue Is adjusted to assume conversion of all difutrve potential ordinary
shares Thase represent share options granted to employaes where the exercise pnce is less than the average market price of the Company's crdinary shares
dunng the 53 weeks to 3 Apnl 2015

The Group has also chosen to present an alternative earmings per share measure, with profit adjusted for non-recurmng items because 1t better reflects the
Group's undertying performance

53 weeks to 52 weeks to

3 Apni 28 March

2015 2014

Number of MNumioer of

shares shares

For the penod m m
Woeighted average number of shares n 1ssue 1991 1991
Less shares held by the Employee Benefit Trust (weighted average) {4 9) 51)
Weighted average number of shares for calculating basic earnings per share 194 2 1940
Weighted average number of dilutve shares 32 29
Total nurnber of shares for calculating diuted earnings per share 197 4 196 9
53 weeks to 52 weeks to

3 Apnl 28 March

2015 2014

For the penod £m m
Basic earnings attnbutable to equity shareholders 658 555

Non-recurnng items (see note 5}

Operating expenses 03 02
Tax on non-recurmng tems 01 o1
Linderlying earnings before non-recurnng tems 66 2 5568

Earnings per share rs calculated as follows
53 weeks to 52 weeks 10

3 Apnl 28 March

For the pencd 2015 2014

Basic earnings per ordnary share 338p 28 6p

Duuted earmings per ordinary share 333p 28 2p

Basic earnings per ordinary share before non-recurmng items M1p 288p

Diluted earnings per ordinary share before non-recurnng stems A3 5p 28 4p
STOCK CODE HFD 93
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NOTES TO THE
FINANCIAL STATEMENTS continued

10 ACQUISITION OF SUBSIDIARY

On 4 June 2014 the Group acquired 100% of the 1ssued share capital of Boardman Bikes Limited and Boardman International Limited for ¢cash consideration
ot £14 7m (excluding fransaction costs} The two Boardman companies retall cycles and cycle aceessores under the brand name cBoardman nationally and
internationally The purpose of this acquisition was to bensfit from operating synergies This transaction has been accounted for using the acquisihion method
of accounting

Tha acauwsition had the following effect on the Group’s assets and liabilities

Fair value
Book value adjustment Final fair value
£m £m £m
Boardman net assets at the acquisition date
Intangible assats o2 02 -
Inventorigs 07 - 07
Trade and other recervables 37 (V)] 33
Cash o7 - o7
Trade and other payables (0] - B3O
Current tax kabilities 02) — 02)
Boardman net asgets 21 (0 6) 15
GOODWILL
Goodwill was recogrused as a result of the acquisiion as follows
£m

Total consideration 147
Less far value of wentfiable assets (15)
Goodwill and intangible assets 132
Brand name ntangble 31
Deferred tax lability {05)
Goodwill 107

The goodwill ansing on the acquisition of the Boardman business 1s attributable to a) operating synergies and increased cantrol of operations, b) the value of
immatenal other ntangible assets and c) future income to be generated from new retail customer contracts and refated relationships None of the goodwaill1s
expected to be deductible for ncome tax purposes

The far value adjustments relata to the best estimate of the contractual trade recevable cash flows not expected to be collected and akgrung intangible asset
policies with the Halfords Group

The Boardman business contributed £2 4m revenue and a loss of £0 3m to the Group's profit before 1ax for the penod between the date of acquisition and the
balance sheet date The Retaill segment has benefited by £1 7m due to the change in royalty arrangements following acquisition

If the acquisition of the Boardman business had been completed on the first day of the financial year Group revenues for the penod would have been
£2 2m higher and Group profit atinbutable to equity holders of the parent would have been £0 1m higher {pre amortisation of intangible assets ansing on
consolidation)
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11 INTANGIBLE ASSETS
Brand
names and Customer Favourable Computer
trademarks  relationships leases software Goodwill Total
£m £m em £m £m £m

Cost
At 208 March 2013 11 149 23 156 344 5 3783
Additions — — - 53 - 53
Disposals — — - (19 - 19
At 28 March 2014 11 149 23 188 3445 3817
Additions 31 - - 75 107 213
Disposals - — - 07} - 7
Transfer to tangble assets — — — {086) — 0 6)
At 3 Apnl 2015 42 149 23 251 3552 4017
Amaortisation
At 29 March 2013 11 53 02 78 217 361
Charge for the period - 16 01 36 - 53
Disposals — — — (19 — 09
At 28 March 2014 11 69 03 95 217 385
Charge for the penod 02 16 01 36 - 55
Disposals - - - {0 1) - 01)
At 3 Apnl 2015 13 85 04 130 217 449
Net book value at 3 Apnl 2015 29 64 19 12% 3335 356 8
Net book value at 28 March 2014 - 80 20 94 3228 342 2

No intangble assets arg held as secunty for extermal borrowings

Included n computer software are internally generated assets of £nil (2014 £0 3m) Product nghis of £0 2m, which are fully amortised have been included
within Brand names and trademarks

Goodwill of £253 1m (2014 £253 1m) arose on the acquisiion of Halfords Holdings Limited by the Company on 31 August 2002 and 15 allocated to the

Retall segment The goodwill relates to a portfolio of sites within the UK which management monitors on an overall basis as a group of cash-generating units
being Retal Goodwill of £69 7m arose on the acquisition of Nationwide Autccentres on 17 February 2010 and ts allocated to the Car Servicing segment

The goodwill refates to a portfolio of centres within the UK which managerment monitors on an overall basis as a group of cash-generating units being Car
Servicing Goodwil of £10 7m arose on the acquisiion of Boardman Bikes Limited and Boardman Internationatl Limited on 4 June 2014 and 1s allecated to the
Retail ssagment The goodwill relates to the two Boardman entities which management monitors on an overall basis as a group of cash-generating units known
as Boardman Bikes

The goodwill ansing on the acquisition of the Nationwide Autocentres Is attnbutable to a) future income 10 be generated from new retai, fleet customer
contracts and refated relationsheps, b) the werkforee, ) the value of immatenal other intangible assets and d) operating synergies The goodwill on acquisition
of the Boardman Bikes s attributable to a} operating synergies and increased control of operations b) the value of mmatenal other intangble assets and

c} future ncome to be generated from new retail customer contracts and related relationships

The recoverable amount of goodwill Is determined based on “valug-n-use” calcutations for each of the three groups of cash-generating units, beng Retall
Car Servicing and Boardman Bikes This i1s the lowest level within the Group at which the goodwilt 1s monitored for internal management purposes, which is
not hugher than the Group's operating segments as reported in note 1 These calculations use cash flow projections based on financial budgets approved by
management covenng a three-year penod with growth no higher than past expenence and after consideration of all available information, mcorporating the
strateges and nsks of gach segment

The value-in-use of the goodwall held at 3 Apnl 2015 and 28 March 2014 1s driven by and 1s most sensitive to the key assumptions undertying the Group
cash-generating units recoverable amounts as {cllows

Aetad Car Servicing
Note 2015 2014 2015 2014
Discount rate 1 7 3% 7 9% 8 3% 10 3%
Growth rate 2 00% 0 0% 1 0% 10%

Notas

1 Pre tax drscount rate appiied to the cash flow projactions

2 Growth rate used to extrapolate cash flows peyond the three year budget panod

The directors are confident that a reasonably possible change in the key assumptions including a +/- 1 0% change i the discount rate, would not cause the
carrying amounts 1o exceed the recoverable amounts
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NOTES TO THE

FINANCIAL STATEMENTS continued

12 TANGIBLE ASSETS

Payments on

Fixtures,  account and
fittings assels n
Land and and course of
bulldings equipment construction Total
£m £m £m £m
Cost
Al 29 March 2013 5o 2 2461 10 306 3
Additions 45 194 12 251
Disposals (U2 {100 3) - {101 Q)
Reclassifications — 07 07 =
AL 28 March 2014 830 1659 15 2304
Additions 60 240 - 300
Disposals 09 (59 - 7 8)
Reclassifications 02 13 15 —
Transfer from ntangible assets - 06 — 06
At 3 Apn! 2015 67 3 1859 — 2532
Depreciation
At 29 March 2013 280 187 7 - 2157
Depreciation for the penod 42 138 - 180
Impairment charge - 04 - 04
Disposals 0 5) (98 4) = {98 9}
At 28 March 2014 a7 1035 — 1352
Depreciation for the penod 45 157 — 202
Impairment charge — o7 - a7
Disposals {16) (5 1) - 67
At 3 Apnl 2015 346 1148 = 149 4
Net book value at 3 Apnl 2015 327 711 — 103 8
Net book value at 28 March 2014 313 62 4 15 852
No fixed assets are held as secunty for externaf borrowings
Included in the above are assets held under finance leases as follows
Fixtures,
Land and fittings, and
Buildings’ equipment Total
£m £m £m
As at 3 Apnl 2015
Cost 127 08 135
Additions - 06 06
Accumulated depreciation {5 6} {0 8) 6 4)
Net book value 71 06 77
As at 28 March 2014
Cost 127 (03] 135
Accumulatad depreciation {51) 0 8) (59)
Net bock value 76 — 76
1 Relates to the Hattorgs support centre budding lease which exprres in 2028
Finance lease labdities are payable as follows
Mimimum Minimum
lease Isase
payments Interest Pnnciple payments Interest Principle
2015 2015 2015 2014 2014 2014
£m £m £m £m £m £m
Less than one year 14 08 06 11 a8 03
Between one and five years 51 24 27 45 24 21
More than five yaars 102 23 79 113 28 85
167 55 112 169 60 109
96 Gatting Into Gear
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13 INVENTORIES
2015 2014
£m £m
Finished goods for resale 1493 150 2

Finished goods inventones nclude £22 4m (2014 £19 6m) of provisions to carry nventores at far value less costs 10 sell where such value s lower than cost
The Group did not reverse any unutihised provisions duning the penod

During the penod £12 1m was recognised as an expensa in respect of the write down of inventones (2014 £11 2m) 1o net realisable value No invenlories are
held as secunty for external borrowings

14 TRADE AND OTHER RECEIVABLES

2015 2014
£m £m

Falling due wittin one year
Trade recenables 159 165
Less provision for impawrment of recerables 04 02)
Trade recenvables — net 1556 163
Cther recenvables 79 56
Prepayments and accrued income 324 309
558 52 8

Duang the peniod the Group charged the provision with £0 1m (2014 £0 3m) for the imparment of trade recewvables and utilised £nil 2014 £0 6m)

The following table shows the age of financial assets that are past due and for which no provision for bad or doubtful debis has been raised

2015 2014

£m £m

Neither past due nor impaired 143 167
Past dus by 1-30 days 21 15
Past due by 31-90 days 14 08
Past dus by 91-180 days 06 14
Past due by more than 180 days — 02
184 206

The Group does not have any ndwvidually significant customers and so na significant concentration of credit risk

Based on historic default rates and extensive analysis of the underlying customers credit ratings, the Group believes that no imparment allowance 1s
necessary In respect of trade recenables not past due or past due by up to 30 days

The drectors consider that the carrnyang amount of trade and other recevables approximates ther far values Financial assets in the scope of IAS 39 include all
trade recervables and £2 9m (2014 £4 3m) of other recenables

15 CASH AND CASH EQUIVALENTS

2015 2014
£m £m
Cagh at bank and in hand 22 4 53

The Group's banking arrangements are subject to a netting faciity whereby credit batances may be cffset against the indebtedness of certain other Group
companies
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NOTES TO THE
FINANCIAL STATEMENTS continued

16 BORROWINGS

2015 2014
Current £m £m
Unsecured bank overdraft 223 100
Finance lease hables 06 03

229 103
Non-current
Unsecured bank loan and other borrowings' 507 840
Finance leass llahilties 106 106

613 94 6

1 The abcve bomowings are stated net of unamortised ssus costs of £2 3m (2014 £2 Om)

The Group'’s current debt facility came into effect from 14 Novernber 2014 and 1s a five-year £170m revoving credit facility starting from that date The factlity
carries an Iinterest rate of LIBOR plus a margin which s vanable based on the geanng measures as set out in the facility covenant certificate ana which is
currently 125 bagis ponts Both utiisation and non-utiisation fees are also applicable being charged when utilisation nses above a set percentage with non-
utilsaton based on a set percentage of e apphcable margin These charges are based on market rates as are the commuitment fees as mentned below

The Group had the following undrawn committed borrowing faciliies avatlable at each balance shest date in respect of which all conditions precedent had
been met

2015 2014

£m £m

Expinng within 1 year 200 10
Expiring between 1 and 2 years — —
Expinng between 2 and 5 years 970 114 0
1170 1150

The overdraft facility expinng within one year 1s an annual faciity subject to review at vanous dates dunng the penod The faciity of £117 0m (2014 £114 0m)
relates to the Group's revolving credit faciity All these faciliies incurred commitment fees at market rates

17 TRADE AND OTHER PAYABLES

2015 2014
£fm £m
Current habilities
Trade payables 107 8 794
Other taxation and social secunty payable 157 134
Other payables 897 150
Deferred income - lease incentves 39 37
Accruals and other deferred income 44 3 48 O
181 4 1595
Non-current habilities
Deferred income — lease incentives 315 288
18 PROVISIONS
Property Other
related trading Total
£fm £m £m
At 28 March 2014 97 86 183
Charged duning the perod 23 58 g2
Utilsed dunng the period {11} {586) B7
Released dunng the penod 07) {03) (10)
At 3 Apnl 2015 102 86 18 8
Analysed as
Current kabilities 76 30 106
Non-current fabilities 26 56 g2

Property related provisions consist of costs associated with vacant property rent reviews and dilapidations Also included are prior period non-recurring costs
{note 5) relating to habilihes In respect of previous assignments of leases where the lessee has entered nto administration subseauent to the berod end In
the current year a finalsation of the Group s guarantor oblgations in respect of the Focus DIY stores has resulted in a release of £0 2m (2014 £0 2m) of the
onginal amounts provided The provision i relation to these Focus DY stores s now nid

Other trading provisions comprise a sales returns prowision and a provision for the costs associated with the cessation of the standalone ¢ycle concept
BilkeHut', including closure of stores where necessary, an employer/product liabilkty provision and provision for unused gift vouchers in issue
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The following are the major deferred tax assets and labilities recogrused by the Group and moverments thereon in the current and pnor reporting pericds

Short term
Property timing  Share-based Intangible

related items differences payments assets Total

£m £m £m £m £m

At 29 March 2013 ()] 36 06 29 03
Credtt to the ncome statement 09 03 05 7 24
Cradit to other comprehensive Income - 08 - - 08
Credit to equity — — 09 — 0g
At 28 March 2014 ©1n 47 20 22 44
Credit/{charge) o the Income statement 11 — 03 o4 12
Charge to other comprehensive Income — (12 - - {12)
Acquisttion of subsidiary — - — {06) {0 6)
Credit to equity - - 03 - 03
At 3 Apnl 2015 10 35 20 (2 4) 41

Deferred mcome tax assets and labiliies are offset when the group has a legally enforceable nght to do so and when the deferred ncome taxes relate to the

same fiscal authonty The offset amounts are as follows

3 Apnl 28 March

2015 2014

£m £m

Deferred tax assets 65 67
Deferred tax habilities (24) 23)
41 44

20 FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES
TREASURY POLICY

The Group's treasury department’s main responsibilites are to

* Ensure adequate funding and iquidity for the Group

» Manage the nterest nsk of the Group's debt,

* Invest surpius cash,

* Manage the clearing bank operations of the Group, and

+  Manage the fereign exchange nsk on its non-sterling cash flows

Treasury acivities are delegated by the Board to the Chief Financial Officer (“CFO") The CFQ controls policy and performance through the Ine management
structure to the Group Treasurer and by reference to the Treasury Committee The Treasury Committee meets regularly to morutor the performance of the

Treasury function

Pobhcies for managing fnancial nsks are governed by Board approved policies and procedures, which are reviewed on an annual basis

The Group's debt management policy 1s 10 provide an appropriate level of funding to finance the Business Plan over the medum term at a competitive cost
and ensure flexibility to meet the changing needs of the Group Details of the Group's current borrowing facilities are contaned In note 16

The key risks that the Group faces from a treasury perspective are as follows

MARKET RISK

The Group's exposure to market risk predorminantly relates to interest, currency and commodity nsk These are discussed further below Commodity risk
18 due to the Group's products being manufactured from metals and other raw materials, subject to prce fluctuation The Group mitigates this nsk through
negotiating fixed purchase costs or mantaring flexbility over the specification of finished products produced by its supply chain o meet fluctuations

INTEREST RATE RISK

The Group's policy aims to manage the interest cost of the Group withn the constraints of the Business Plan and its financial covenants The Group s
borrowings are currently subject to floating rate interest rates and the Group will continueg 1o Monitor movements In the swap market

If interest rates on floating rate borrowings (1 e cash and cash equivalents and bark borrowings wiich attract interest at floating rates} were to change by + or
- 1% the impact on the results N the Income Statement and equity would be a decrease/increase of £0 5m (2014 £0 6m)

Interest rate movements on deposits obligations under finance leases, trade payables trade recevables and other financial Instruments do not present a

materal exposure to the Group's balance sheet
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NOTES TO THE
FINANCIAL STATEMENTS continued

20 FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES CONTINUED

CAPITAL RISK MANAGEMENT

The Group s objectrves when managing capital are to safeguard the Group's abilty to continue as a gaing concern in order to provide returns for shareholders
and benefits for other stakeholders and to maintain an optinal capital structure to reduce the cost of capital

In order to mantain or adjust the capntal structure, the Group may adjust the amount of dvidends paid 1o shareholders return capital to shareholders Issue
new shares or sell assets 1o reduce debt

The Group manages caprtal by operating within debt ratios These ratios are net debt to Earnings Before Interest, Tax Depreciation and Amortisation
{"EBITDA") and fixed charge cover Fixed charge cover is calculated as being EBITDA plus operating lease charges as a multiple of interest and operating lease
charges The Group aiso uses a ratio of lease adjusted net debt to ERITRA, this s calculated as beng net debt and leases captalised at eight bimes, asa
multiple of EBITDA plus operating lease charges

FAIR VALUE DISCLOSURES
The fair values of each class of financial assets and hiabiities 1s the carrying amount, based on the following assumptions

‘Trade recevables trade payables and finance lease cbhigations, The far value approximates to the carrying amount because of the short maturity of these

short-term deposits and borrowings nstruments, using an interest rate of 7 1% for tong term finance lease oblgations

Long-term borrowings The far value of bank loans and other loans approximates 1o the carrying valug reported
1n the balance sheet as the majonty are floating rate where payments are reset to market
ratgs at intervals of less than one year

Forward currency contracts The far value 1s determined using the market forward rates at the reporting datg and the
outnight contract rate

FAIR VALUE HIERARCHY
Financial instrurments carned at far valus are required to be measured by reference to the following levels

* Level 1 guoted prces In active markets for identical assets or liabilities,

* Lavel 2 inputs other than quoted prices inchuded within Level 1 that are observable for the asset or labity ether drectly (| € as prices} or indrrectly
i e derved from prices), and

* Level 3 inputs for the asset or lability that are not based on observable market data (uncbservable iInputs)
Al financial mstruments camed at far value have been measured by a Level 2 valuahion method

The fair value of financial assets and liabilties are as follows

2015 2014
£m £m
Cash and cash equwalents 224 53
Loans and receivables 184 208
Forward exchange contracts used for hedging {assets) 39 —
Total financial assets a4 7 259
Trade and other payables — held at amortised cost (157 6) (1356 7)
Borrowings at amortised cost (530) {86 0)
Finance leases 112 (10 9)
Forward exchange contracts used for hedging {lebiities) {01} 21)
Total financial hiabilities (221 9) (234 7)

Trade and other payables within the scope of IAS 39 include all trade payables all other payables and £40 1m (2014 £41 3m) of accruals and deferred
income

CREDIT RISK
The carrying amount of financial assets represents the maximum credit exposure The maximum exposure to credit nsk at the reporting date was £44 7m
(2014 £25 9m} as detaded In the table above

FOREIGN CURRENCY RISK

The Group has a significant transaction exposure with mcreasing direct-sourced purchases from its suppliers in the Far East with most of the trade being in
US Dollars The Group's policy is to manage the foreign exchange transaction exposures of the business to ensure the actual costs do not excesd the budget
costs by mora than 10% (exclucing increases in the base cost of the product)

The Group does not hedge either economic éxposure o the translation exposure ansing from the profits assets and liabilities of non-stering busingsses whilst
they remain immatenal

Durning the 53 wesks to 3 April 2015, the foreign exchange management policy was to hedge via forward contract purchase between 75% and 80% of the
materal foreign exchange transaction exposures on a rofing 18-month basis Hedging 1s performed through: the use of foreign currency bank accounts and
forward foreign exchange contracts
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20 FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES CONTINUED
The carrying amount of the Group s foreign currency denominated monetary assets and monetary habilives at the reporting date 1s as follows

3 Apnl 2016 28 March 2014
usD Qther UsD Other
£m £m £m £m
Cash and cash eguivalents 64 10 03 05
Trade and other payables (197 07 (19 3) -
{13 3) 03 (19 0) 08

The table below shows the Group s sensitamty to foreign exchange rates on its US dollar financial nstruments, the major currency in which the Group s
dermvatives are denominated

2015 2014

Increase/ Increase/

(decrease) n {decrease) n

equity equity

£Em £m

10% appreciation of the US dollar 130 92
10% depreciation of the US dollar 40 {7 6)

A strengthening/weakening of Sterling as ndicated aganst the USD at 3 April 2015 would have {decreased)/increased equity and profit or loss by the
amounis shown above This analysis 1s based on foreign currency exchange rate vanances that the Group considered to be reasonably possible at the end of
the reporting perod  The analysis assumes that all other vanables in particular interest rates reman constant

The movementts in equity relates to the far value movements on the Group's forward contracts that are used to hedge future stock purchases

PENSION LIABILITY RISK
Tha Group has no association with any defined-benefit pension scheme and therefore carnes no deferred, current or future liabilities in respect of such a
scheme The Group operates a number of Group Personal Pension FPtans for colleagues

LIQUIDITY RISK

The Group ensures that it has sufficient cash or loan faciliies to meet all its commitments when they fall due by ensuring that there I1s sufficient cash or working
capital faciities to meet the cash requirements of the Group for the current Business Plan The minmum liquichty level 1s currently set at £30m such that under
Treasury Policy the maximum drawings would be £140m of the £170m availabie facility, to inctude the Overdraft Faciity of £20m

The process to manage the nisk 1s to ensure there are contracts in place for key supplers detading the payment terms and for providers of debt the Group
ensured that such counterparties used for credit transactions held at least an 'A-' credit rating at the time of amend and extend agreement {(November 2014)
Ancilary business 1s currently beng tendered with the five banks within the new banking group Following the completion of the amend and extend agreement
at the year-end the banks within this new group mantaned a credt rating of A- or above m Iine with Treasury policy The counterparty credit nsk 15 reviewed In
the Treasury report, which 1s forwarded to the Treasury Commitiee and the Treasurer reviews credit exposure on a daily basis

The nsk 1s measured through review of forecast kquidity each month by the Treasurer 1o determine whether there are sufficient credit faciies to meet forecast
requirements, and through monitoring covenants on a regular basis to ensure thera are ne significant breaches which would lead to an “Event of Default”
Calculations are submitied bi annually to the Group banking agent There have been no breachas of covenants dunng the reported perods

The contractual matunties of finance leases are disclosed in note 12 All trade and other payables are due wathin one year

The contractual maturty of bank borrowings including estimated interest payments and excluding the impact of netting agreements ts shown below

3 Apnl 28 March

2015 2014

Bank Bank

borrowtngs borrowings

£m £m

Due less than one year 15 24

Expirng between 1 and 2 years 15 22

Expiring between 2 and 5 years 570 B9 6

Expinng after 5 years — —

Contractual cash flows 600 942

Carmying amount 507 840
STCOCK CODE HFD 101

halfords annualreport2015 com




FINANCIAL STATEMENTS > NOTES TO THE FINANCIAL STATEMENTS

NOTES TO THE
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20 FINANCIAL INSTRUMENTS AND RELATED DISCLOSURES CONTINUED
The following lable prowides an analysis of the anticipated contractual cash flows for the Group's forward currency contracts Cash flows recevable in foregn
currencigs are franslated using spot rates as at 3 Apnl 2015 (28 March 2014)

2015 2014
Receivables Payables Recewables Payables
£m £m £m £m
Due less than one year 785 {74 8) 832 (85 3)
Due between 1 and 2 years 60 {5 9) — -
Contractual cash fiows 845 (807} 832 (85 3}
Far value 39 01) — {2 1}

It 15 not expected that the cash flows included in the matunity analysis could occur sigrificantly earlier, or at significantty different amounts

21 CAPITAL AND RESERVES

2Ms 2014
Number of 2015 Number of 2014
Ordinary shares of 1p each shares £000 shares £000
Allotted, called up and fully pad 199,063,222 1,99 199 063,222 1,991

The holders of ordinary shares are entitied to receve dvidends as declared from times 1o time and are entitled to one vote per share at meetings of the
Company All shares rank equally with regard to the Company s rasidual assets

During the current period there has been no movement in the Company's share capital (2014 no movement) Share premium has remained at £151 0m 2014
£151 0m) as a result of there being no transactions

In total the Company receved proceeds of £0 7m {2014 £2 1m) from the exercise of share options

INVESTMENT IN OWN SHARES

AL 3 Apnil 2015 the Company held n Trust 4 745 833 (2014 5 017,202) of s own shares with a nominal value of £47,456 (2014 £50,172) The Trust has
warved any entitlement to the receipt of dmdends in respect of its holding of the Company’s erdinary shares The market value of these shares at 3 April
2015 was £21 7m (2014 £23 1m) In the current period nil (2014 1,014 456) were repurchased and transferred nto the Trust with 271,569 (2014 649,064)
reissued on exercise of share options

OTHER RESERVES

CAPITAL REDEMPTION RESERVE

The capital redempbion reserve has ansen following the purchase by the Company of ks own shares and compnses the amount by which the distnbutable
profits were reduced on these transactions n accordance with the Companies Act 2006

HEDGING RESERVE
The hedging reserve comprises the effective portion of the cumulative net change In the far value of cash flow hedging INstruments related to hedged
transachons that have not yet occurred

22 SHARE BASED PAYMENTS
The Group has four share award plans, all of which are equity-settled schemes

1 HALFORDS COMPANY SHARE OPTION SCHEME (‘CS0S'}
The CSOS was infroduced in June 2004 and the Company has made annual grants since Options are granted with a fixed exercise pnce equal 1o the market
price of the shares under option at the date of grant The contractual ite of an option 18 10 years

Opuons granted will become exercisable on the third anniversary of the date of grant subject to the achievement of a three year performance condition For
grants up to #50% of basic salary the options can only be exercised if the increase in earnings per share ("EPS”} over the penod is not less than the increase N
the Retal Price Index (*RPI"} plus 3 5% per year In the case of grants in excess of 150% of basic salary the excess can only be exercised in full If the increase
15 not less than RPI plus 10% per year Exercise of an option 1s subject to continued employment

The expected volatiity 1s based on hisioncal volatiity of a peer group of comparues snce the IPO i June 2004 The expected Ife is the average expected
penod to exercise The risk free rate of return 1s the yeld on zero-coupon UK government bonds

Options were valued using the Black-Scholes option-pricing modsls No performance conditions were included in the farr value calculations

2 HALFORDS SHARESAVE SCHEME

The SAYE 1s open to all employees with eligible employment serace Options may be exercised under the scheme if the option holder completes his saving
contract for a penod of three vears and then not more than s months thereafter Special provisions atlow earty exsrcise N the case of death, injury disability,
redundancy retvement or because the company or business which employs the option holder is transterred out of the Group, or n the event of a change in
control, reconstruction or winding up of the Company

Options were valued using the Black-Scholes option-pricing models
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22 SHARE BASED PAYMENTS CONTINUED

3 PERFORMANCE SHARE PLAN

The introduction of a Performance Share Ptan ("PSP") was approved at the Annual General Meeting in August 2005 awarding the Executve Drectors and
certain senior management conditional nghts to receive shares Annual schemes have been approved for each year from 2005

The extent to which such nghts vest will depend upon the Company's performance over the three-year period following the award date The vesting of 50%

of the awards will be determined by the Company's relative total shareholder return (“TSR") performance and the vesting of the other 50% by the Company s
absolute EPS performance against RPl The Company’s TSR performance will be measured aganst the FTSE 350 general retalers as a comparator group No
retesting will be permitted

The TSR element of the options granted under the schemes has been valued using a model developed by Deloitte The Deloitte model uses the Group s share
pnce wlatiity the corretation between comparator companies and the vesting scheduls attaching to the PSP tranche rather than generating a large number of
simulations of share price and TSR performance to determine the farr value of the award using a Monte Carlo modet

For 2009 awards onwards, the Commitiee has recormmended the reinvestment of dvidends earned on award shares such shares to invest in proportion

to the vesting of the onginal award shares This 1s in Ine with best practce as contained n the ABI guidelines on executve remunearation Following this
recommendation the shares awarded in 2011, 2012 and 2013 under the Performance Share Plan garned final dividends of 9 1p per share and were reinvested
In shares at a cost of £4 82 per share Shares awarded in 2012, 2013 and 2014 under the PSP earned ntenm dwvdends of 5 5p per share and were
remnvested in shares at a cost of £4 59 per share

Changes to the performance criteria of the PSP in refation to the awards granted dunng the prior year were mada by the Remuneration Commuttee These
changes werg made in order to create better ahgnment with the Compary's three-year strategic pnorities. following the Getting Into Gear programme The
awards are waighted 25% towards Group revenue growth targets and 75% towards Group EBITDA growth targets The core award ramans at 150% of base
salary with a multiplier being introduced of 1 8x the core award if exceptional levels of performance are achieved The shares vesting as part of this multipher
calculation wall attract a retention period of two years In order to focus management the awards will be underpinned by a minimurm Group EBITDA, and a net
debt to EBITDA ratio no greater than 1 5x throughout the three year performancs perniod

4 CO-INVESTMENT SHARE PLAN
In 2012 the Company adopted the Halfords Group ple 2012 Co-Investrment Plan This plan was adopted for the sole purpose of making a one off award to the
Group's new CEQ No further awards either to the Group's CEO or other executives will ba made under this plan

On 4 October 2012 the new CEO purchased 164 056 Halfords Group pic shares at a pnce of 302 22 pence per share and will be entitled to recewve Matching
Shares equivalent to a maamum of 3 5 times this nvestment Subject to continued employment these shares may vest up to a third n November 2015, up
to two thirds n November 2016 and i full in November 2017 depending on the following Threshold {30% vesting) and Maximum (100% vesting} share price
performance by Halfords

November Threshold Maximum
2015 350p 400p
2016 385p 440p
207 425p 485p

Matching Shares have been granted in the form of nil cost oplions with the participant having until the tenth anniversary of the date of grant to exercise the
options, and wil lapse on a pro-rata basis if the required number of Investment Shares 1s not retained to the final vesting date

At each refevant vesting date the participant may decide to exercise any portion of the award that has vested based on the performance at that tme (in which
case any unvested shares i that tranche in respect of which the share pnce target has not been met will lapse} or roll forward that tranche in full subject to
perfarmance testing at the next vesting date In the latter case the participant will forfert the nght to exercise any awards that had become capable of vesting at
the earlier vesting date

The Participant wall be entitied to receve an amount equivalent to the dadends that would have been paid either in cash or on a re-invested basis in shares
dunng the pencd from grant to exercise n respect of the number of Maiching Shares that vest

The Barier Black-Scholes Model 1s an adapted Black-Scholes Model and is used to calculate the estimated far values of the Co-Investment Plan Options to
nclude the mpact of the share price based performance conditions Using this method the far value of the options at the tme of grant was estimated to be
£1 35 per share

The CEQ left the Group on 30 April 2015 and so the share option charges made to date have been reversed There are currently no options in circulation n
relation to this Plan

The Group Income Statement charge recogrused in respect of share-based payments for the current peniod 1s £1 4m (2014 £1 0m)

The following tables reconcile the number of share options outstanding and the weighted average exerctse price (WAEF) for all share award plans except for
the Co-lnvestment Plan, details of which are covered above
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22 SHARE BASED PAYMENTS CONTINUED

FOR THE PERIOD ENDED 3 APRIL 2015

csos SAYE PSP

Number ('000) WAEP (£} Number ('000) WAEP (£) Number ('000) WAEP (£}
Qutstanding at start of year 4,765 296 2,479 188 1,878 000
Granted 1,613 4 69 B71 382 676 000
Shares representing dvidends reinvested - — - - 52 000
Forfeted - - - - {75) 00D
Exercrsed {78) 323 (193) 232 - 000
Lapsed {822) 296 {354) 276 {453) 0 00
Qutstanding at end of year 5,378 345 2,603 223 2,078 000
Exercisable at end of year 34z 336 - - - 000
Exercise price range (£) 220t0503 156 to382 000
Waesghted average remaning contractual Iife (years) 79 10 13
FOR THE PERIOD ENDED 28 MARCH 2014

Cs0S SAYE PSP

Number ("000) WAEP [} Number ("000) WAEP (£) Number {'000) WAEP (£)
Outstancing at start of year 5,191 310 2,351 176 1218 000
Granted 1780 371 543 254 748 000
Shares representing drdends reinvesied - - -_ - 58 000
Forfeited — - (65) 227 (144) 000
Exercised {B14) 322 (35) 237 - 000
Lapsed (1.592) 435 (315) 130 — 000
Cutstanding at end of year 4,785 296 2479 188 1.878 000
Exercisable at end of year 485 335 62 415 - 000
Exercise price range (L) 2200503 15610415 oco
Werghted average remaning contractual ife (years) 80 14 15
The following table gives the assumptions appled to the options granted in the respective periods shown

53 weeks to 3 Apnl 2015 52 weeks 10 28 March 2014

Grant date CS08 SAYE PSP CS0S SAYE PSP
Share price at grant date 479 483 479 366 370 366
Exercise price 4 69 382 000 371 254 000
Expecied volatility 34% 35% 36% 36% 35% 6%
Option Ife {years) 10 3 a 10 3 3
Expected Iife ysars) 485 35 3 485 35 3
Risk free rate 1 86% 1 56% - 134% 081% -
Expected dvidend yield 299% 2 96% - 4 67% 4 63% -
Probabiiy of forfeture 33% 44% 0% 33% 44% 0%
Weighted average far vatue of options granted £115 £1 40 £4 79 072 21 £3 66

As the PSP awards have a il exercise pnce the nsk free rate of return does not hava any effect on the estimated far valus and therefore 1s excluded from the

above table
23 COMMITMENTS
2015 2014
£m £m
Capital expenditure Contracted but not provided 09 04
At 3 Aprik 2015, the Group was committed to making payments in respect of non-cancellable operating leases in the following perods
Land and Other Land and Gther
buwildings assets buldings assets
2015 2015 2014 2014
£m £m £m £m
Withun one year 7689 28 812 21
Later than one year and less than five years 2948 49 2718 37
After five years 265 4 04 266 1 —
6371 81 6189 58

The Group leases a number of stores and warehouses under operating leases of varying length for which incentves/premiumns are receved/paid under the
relevant lease agreements Land and buldings have been considerad separately for lease classification The operating lease commitments are shown before
totar future minimum recenpts of sublet Income, which totalled £4 2m (2014 £5 0m)
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24 PENSIONS

Employses ars offered membership of the Halfords Pension, which s a contract based plan, where each member has ther own indvidual pension policy,
which they monior mdependently The costs of contributions to the scheme are charged to the income statement in the perod that they anse The
contributions to the scheme for the penod amounted 1o £5 1m (2014 £3 6m)

In accordance with Government initiatives Halfords operates an automatic enrolment process wath regards to its pension arrangements Employees who are
aged between 22 and state pension age earn more than £10 000 a year, and work in the UK are autornatically enrolled into the Group pension arrangement
Employeas retain the right to withdraw from this pension arrangement however election of this choice must be made

25 CONTINGENT LIABILITIES

The Group s banking arrangements include the facility for the bank to provide a number of guarantees in respect of liabilties owed by the Group durng the
course of 1s tradmg  In the event of any amount being mmediately payable under the guarantee, the bank has the nght 10 recover the sum n full from the
Group The total amount of guarantees :n place at 3 Apnl 2015 amounted to £3 9m (2014 £5 3m)

The Group s banking arrangements are subject to a netting facility whereby credit balances may be offset against the indebtednass of other Group comparies

Following the jJudgment passed by an Employment Appeal Tribunal on 4 Novermber 2014 regarding the nclusion of overiime in holiday pay calculations,

the Group has a potental lability for any clams made by employees for underpayment of holday pay Given the unclear ruling regarding retrospective /
prospective application of the ruling (and the likelihood of appeal), no charge has been made for this potential lability i the year Gven the lack of clarity, at this
mament In time no accurate estmate can be made

26 RELATED PARTY TRANSACTIONS

SUBSIDIARY UNDERTAKINGS

The Groups ultimate parent company 1§ Halfords Group ple A lsting of all principal trading subsidiary undertakings is shown within the financial staternents of
the Company on pages 106 to 111

TRANSACTIONS WITH KEY MANAGEMENT PERSONNEL

The key management personnel of the Group comprnise the Executive and Non-Executive directors and the Halfords Limited and Halfords Autocentres
management boards The details of the remuneration, long-term incentive plans, sharehaldings and share option entitlements of individual Directors are
ngluded in the Directors' Remuneration Report on pages 56 to 70 Key management compensation 1s disclosed in note 4

Directors of the Company control 0 14% of the ordinary shares of the company

27 OFF BALANCE SHEET ARRANGEMENTS
The Group has no off balance sheet arrangements to disclose as required by S410A of the Companies Act 2006

28 POST BALANCE SHEET EVENTS
On the 13 April 2015 the Group announced the resignation of its Chief Financial Officer, Andrew Findtay, with a leaving date of the end of October 2015
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COMPANY BALANCE
SHEET

3 Apnl 28 March
2015 2014
Notes £m £
Fixed assets
Investments 4 165 295 4
Cument assets
Debtors faling due within one year 5 6483 783
Debtors falling due after one year 5 - 2786
Cash and cash equvalants 25 18
6508 3587
Creditors amounts falhng due within one year 6 {260 8) 02)
Net current assets 3900 3585
Creditors amounts falling due after more than one year 6 (507) (326 4)
Net assets 3558 3275
Capitat and reserves
Called up share capital 8 20 20
Share premium account 9 1510 151 0
frvestrment in own shares 9 (13 6) {14 3)
Caputal redemption reserve 9 03 03
Profit and Ioss account 9 2161 1885
Tatal shareholders’ tunds 3558 3275

The notes on pages 109 to 111 are an integral part of the Company's financial statements

The Company has elected to prepare its financiaf statements under UK GAAP and the accounting policies are outlined on page 108

The financial stalements on pages 106 1o 107 were approved by the Board ot Directors on 4 June 2015 and were signed on its behalf by

Andrew Findlay
Chief Financial Officer

Company number 04457314
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53 weeks to
3 Apnl 52 weeks to
2015 28 March 2014
For the penod £m £m
Profit for the penod 66 212
Shares options exercised 07 21
Purchase of own shares - {32
Employse share options 14 10
Dridends (28 4) 27 7)
Distribution in specie 480 -
Net increase/(decrease) In total sharehelders’ funds 283 66)
Opening total shareholders' funds 3275 3341
Closing total shareholders’ funds 355 8 327 5
I
|
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ACCOUNTING
POLICIES

BASIS OF PREPARATION

The accounts of the Company are prepared for the penoad up to the Friday closest to 31 March each year Consequenily, the financial statements for the
current penod cover the 53 weeks to 3 April 2015, whilst the comparatve penod covered the 52 weeks to 28 March 2014 The accounts are prepared under
the historical cost convention, except where Financial Reporting Standards requires an alternative treatment in accordance with applicable UK accounting
standards and specifically n accordance with the accounting policies set out below The principal vaniation to the historical cost convention relates to share
based paymerts

A consoldated cash flow statement has besn included n the Halfords Group plc consolidated accounts The Company has therefore taken advantage of the
axemption under FRS 1 (revised 1996) “Cash flow statements” not to produce a cash flow statermnent

EBT's are accounted for under UITF 32 and are consolidated on the basis that the parent has control, thus the assets and llabilities of the EBT are included on
the Company balance sheet and shares held by tha EBT in the Company are presented as a deduction from aquity

The Company has taken the available exermnption not to provide disclosures required by FRS 29 *Financial Instruments disclosures”

SHARE-BASED PAYMENTS
The Company operates a number of equity-settled, share-based compensation plans that are awarded 10 employees of the Gompany's subsidiary
undertakings

In accordance with UITF Abstract 44 'FRS 20 (FRS 2) - Group and treasury share transactions’ tha far value of the employee services receved under such
schemes Is recognised as an expense in the subsidiary undertaking's financial statements, which benefit from the employee services The Company has
recogmised the far value of the share based payments as an increase to equity with a corresponding adjustment to investments

Far values are determined using appropnate option pricing models The total far vatue recogrised 1s adjusted to reflect the number of awards for which the
related service and non-market vesting conditions are expected to be met, such that the amount ultimately recognised as an expense 1s based on the number
of awards that do meet the related service and non-market performance conditions at the vesting date

At each balance sheet date, the Company revises its estimates of the number of share Incentives that are expected to vest The mpact of the revision of
onginal estmates, If any 1s recognised as an adustment to equity, with a corresponding adjustment to Investmenis, over the remaining vesting penod

INVESTMENTS

Investments in subsidiary undertakings are stated at the onginal cost of the mvestments Prowision s made aganst cost whare, in the opinion of the drrectors
the value of the investments has been imparred

DIVIDENDS

Final dwmdends are recogrised in the Company’s financial statements n the penod in which the dividends are approved by shareholders Intenm equity
dridends are recognised n the period they are pad
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NOTES TO THE
FINANCIAL STATEMENTS

1 PROFIT AND LOSS ACCOUNT
The Company made a profit before dwvidends paid for the financial profit of £6 6m (52 week penod 1o 28 March 2014 £21 2m) The duectors have taken
advantage of the exemption avaiable under section 408 of the Comparnies Act 2006 and not presented a profit and loss account for the Company alone

2 FEES PAYABLE TO THE AUDITORS
Fees payabla by the Group to KPMG LLP and ther associates dunng the penod are detailed in note 3 to the Group financial statements In the 53 weeks to
3 Apnl 2015 the Company expensed £nil (2014 €nd} in fees relating to KPMG LLP

3 STAFF COSTS
The Company has no employees other than the Drectars Full details of the Drrectors' remuneration and interests including those details required by
‘Schedule 8, are set out In the Remuneration Report on pages 56 to 70 which forms part of the audited information

4 INVESTMENTS

£m
Shares in Group undertaking
Cost
As at 28 March 2014 2054
Additions — share based payments 14
Distrbutign n-specie (a) {280 3)
At 3 Apnl 2015 165

{a) Dunng the year the Company recenved a dvidend n-specie, beng a recevable due from another group company wiuch 18 not expected to be settled in the
near future As a result the vatue of the Cormpany s mvestrment in the IreCo 1 company {(wound up dunng the ysar) fell below the amount at which it was
stated In the Company s accounting records Schedule 1 to the Companies Act 2006, The Large and Medium sized Companies and Groups (Accounts
and Reports) Regutations 2008 {(SI 2008 No 410) requires that the investment be wnitten down accordingly and that the amount be charged as a lossin
the Company's profit and loss account Howewver, the Directors consider that as there has been no overall loss to the Company 1t would fail to gve a true
and fair view to charge that diminution to the Company s profit and loss account for the year and the cost of the investment of £280 3m should instead
be re-allccated to the carrying amount of the Company s recevable, so as to recognise in the Company’s indmdual balance sheet the effective cost to
the company of the recevable Gven that the recenvable has a far value of £328 3m the company has recognised an unrealised gain of £48 Om through
the Statement of Recogrised Gans and Losses ('STRGL) The effect of this departure 1s to increase the holding company’s total recognised gans for
the financial year and the carmying amourt of the recenvabile n the holding company’s balance sheet by £280 3m The Group financial statements are not
affected by this transier

During FY14 the Group began an exercise in order to restructure the underlying comparies of the Group Dunng the year this exercise led 1o a distribution
n-specie of discounted loan notes from Halfords lreco 1 Limited to Halfords Group ple The following subsidianes have now been wound up Halfords
Holdings (Jersey) 1 Limited, Halfords Holdings {Jersey) 2 Limited Halfords Holdings (Jersey) 3 Limited, Halfords Finco (Jersey) Limited The Halfords Group plc
Discretionary Trust, The Halfords Payment Services Limited Discretionary Trust Halfords Ireco 1 Limited, and Hafords Ireco 2 Limited

The investments represent shares in the followng subsiciary undertakings as at 3 Apnt 2015 and the far value of share based compensation plans that are
awarded to employees of the Company s subsidiary undertakings The Company has taken advantage of Section 410(2) of the Companies Act 2006 to st
only its prncipal subsidiary and associated undertakings at Apnl 2015 All of these are wholly owned by the Company or its subsidiary undertakings registered
in England and Wales, and operate predomnantly in the United Kingdom unless otherwise stated

Ordinary

shares

Incorporated percentage
Subsidiary undertaking n owned % Principal Activities
Halfords Holdings (2008) Limited Great Bntain® 100 Intermediate holding company

Registarsd In England and Walas

In the opinion of the Directors the value of the Investments in the subsidiary undertakings is not less than the amount shown above
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NOTES TO THE
FINANCIAL STATEMENTS continued

4 INVESTMENTS CONTINUED
PRINCIPAL SUBSIDIARY UNDERTAKINGS
The principal subsidiary undertalangs of the Company at 3 April 2015 are as follows

% Ownership

of ordinary

Subsidiary undertaking Principal activity equity shares
Halfords Holdings (2006) Limited Intermediate holding company 100
Halfords Holdings Linited™ Intermediate holding company 100
Hatfords Finance Lmited” Imermediate holding company 100
Halfords Limiteg* Retading of auto parts, accessories, cycles and cycle accessories 100
Halfords investrments (2010} LP™ Intermediate holding partnership -
Halfords Autocenties Holdings Linuted intermediate holding company 100
Halfords Autocentres Linmited” Car servicing 100
Boardman Bikes Limited* Cycle design 100
Boardman International Limited” Cycle design and cycle sales 100

*  Shares heid indirectly through subsidary undertakngs
Wholly owned indrrgctly through subsidiary undertalangs

All subsidiary undertakings are incorparated in Great Britain and registered n England and Wales The only subsidianes to rade during the year were
Haltords Limited and Halfords Autocentres Limited

5 DEBTORS
2015 2014
£m £m
Faliing due withun one year
Amounts owed by Group undertakings 648 3 783
648 3 783
Fatling due after more than one year
Amounts owed by Group undertakings — 2786

Amounts owed by Group undertakings are subject o interest At 3 April 2015 the amounts bear intergst at a rate of 1 75% (2014 4 83%) During the year the
ntercompany Interest rate was reset I order to hetter reflect the cost of borrowing as stated under the terms of the Group barrowing facility

6 CREDITORS

2015 2014
£m £m
Falhng due within cne year
Bank borrowings {note 7) 165 -
Accruals and deferred income 244 3 02
250 8 02
Falling due after more than ane year
Bank borrowings {note 7) 507 B4 0
Amounts owed to Group undertakings - 242 4
507 326 4
7 BORROWINGS
2015 2014
£m £m
Current
Unsecured overdraft 165 -
Non-current
Expinng between two and five years 507 840
67 2 840

The above borrowings are stated net of unamorhised 1ssue costs of £2 3m (2014 £2 Om)

Detarls of the Company s borrowing facilities are In note 16 of the Group's financial statements
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8 EQUITY SHARE CAPITAL
2015 2014
Number of 2015 Number of 2014
Ordinary shares of 1p each shares £000 shares £000 :
Allotted, called up and fully pard 199,063,222 1,891 199,063,222 1991 |

During the current period there has been no movement in the Company's share capital (2014 no movernent) Share premum has remained at £151 Om (2014
£151 Om) as a result of there being no transactions

In total the Company recenved proceeds of £0 7m (2014 £2 1m) from the exercise of share options

POTENTIAL ISSUE OF ORDINARY SHARES
The Company has three employee share option schemes, which were set up following the Company s flotabion Further information regarding these schemes
can be found in note 22 of the Group's financial statements

INTEREST IN OWN SHARES

At 3 April 2015 the Company held n Trust 4,745 633 (2014 5,017,202) of its own shares with a nominal value of £47,456 (2014 £50 172} The Trust has
walved any entittement to the receipt of dmdends in respect of its holding of the Company s ordinary shares The market value of these shares at 3 Apnt 2015
was £21 7m (2014 £23 1m)

9 RESERVES
Share Capital
premum Investment redemption Profit and
account 1n own shares reserve  loss account Total
£m £m £m £m £m
Al 28 March 2014 1510 (14 3) 03 1885 3255
Profit for the financial perod — - - 66 66
Share options exercised - a7 — - o7
Share-based payment transactions - — - 14 14
Distribution in-specie — - — 480 480
Dwidends — — — (28 4) {28 4)
At 3 Apnl 2015 1510 (13 6) 03 216 1 3538

Tha Company settled dvidends of £28 4m (2014 £27 7m) in the peniod, as detaled in note 8 of the Group s financial statements

Tha Company has recognised an unrealised gain of £48 Om through the Statement of Recogrised Gains and Losses following the receipt of a dwvdend in
specie Further details are provided in note 4

Included i the profit and loss account 18 £166m of reserves that are not distnbutable 2014 £118m)

10 RELATED PARTY DISCLOSURES
Under FRS 8 “Related party disclosures” the Company 1s exempt from disclosing related party transactions with entities over which it wholly owns

11 CONTINGENT LIABILITIES

The Group s banking arrangements nclude the faciity for tha bank to provide a number of guarantees n raspect of llabilities owed by the Group during the
course of its trading  In the event of any amount beng mmediately payable under the guarantee, the bank has the nght 1o recover the sum in full from the
Group The total amount of guarantees in place at 3 Aprl 2015 amounted to £3 9m (2014 £5 3m)

The Company s banking arrangements are subject 10 a netting facility whereby cradit batances may be offset against the ndebtedness of other Group
companies

12 OFF BALANCE SHEET ARRANGEMENTS
The Company has no off balance sheet arrangements to disclose as required by S410A of the Companies Act 2006
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FIVE YEAR
RECORD

52 weeks 52 weeks 52 weeks 52 weeks 52 weeks
10 1 April 1o 30 March to 29 March {o 28 March to 27 March
2011 2012 2013 2014 2015
{audited) {audited) (audited) {audited) {proforma)*
£m Em £m £m £m
Revenue 8697 863 1 8713 89397 1,004 9
Cost of sa'es {384 7) {390 3) {394 2) {435 5) (469 8)
Gross profit 4850 472 8 4771 504 2 5351
Operating expenses (364 4) (373 7) {400 0) (426 4) (450 5)
Cperating profit before non recurnng fems 1281 972 781 778 846
Non recurring operating expenses {7 5) 19 (10) {02) 03)
Operating profit 1206 g1 771 776 843
Net finance costs 2 5) (50) B1) 50 (35)
Profit betore tax and nen-recurnng tems 1256 922 720 728 811
Non-1eturnng operaling expenses 79 19 (1 0) 02 03
Profit before tax 1181 941 710 726 808
Taxation 247 (24 8) {182) (17 0) (17 4)
Taxation on non-recurring items 21 c9 0 1} Q1) {01}
Profit attnbutable to equity shareholders 855 68 4 52 7 555 633
Basic earnings per share 40 7p 34 2p 27 2p 28 6p 32 5p
Basic armings per share before non-iecumng fems. 43 2p 33 7p 27 7p 28 8p 2 7p
Waeighted average number of shares 210 4m 199 9m 194 3m 194 Om 194 2m
KEY PERFORMANCE
INDICATORS
52 weeks 52 weeks 52 weeks 52 weeks 52 weeks
to 1 Aprit to 30 March to 29 March to 28 March to 27 March
2011 2012 2013 2014 2015
Revenue growth +4 6% -0 8% +10% +7 9% +6 9%
Gross margin 55 8% 54 8% 54 8% 53 7% 53 2%
Operating margin 13 9% 11 5% B 8% 8 3% 8 4%
Underlying Group EBITDA £153 2m £123 6m £103 4m £101 1m £109 9m
Net debt {£103 2m) (£139 2m}) {£110 6m}) (£99 6m) (€61 8m)

* The statutory 53-week penod to 3 April 2015 compnises repartad resuits that are non-comparable to the 52-week penods reportad n other years To provide
a morg meaningful comparison, the above tables include the proforma 52-weeks to 27 March 2015
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INTEGRATED
REPORTING

Our second integrated report 1s designed
to provide a concise overview of how we
generate value for all stakeholders.

By following an integrated reporting model, we aim to show how our
competitive advantage i1s sustainable in the short, medium, and long
term. Although this report focuses on shareholder value generation, 1t
also demonstrates how we interact with all of our stakeholders.

WHAT IS INTEGRATED

ABOUT THIS REPORT?

Our second ntegrated report has nat only built
upon the key changes we ntroduced last year
but has also evolved in ng with developments n
integrated reportng practces

Our future reporis will seek to keep up with
these cutting edge developments, and in doing
s0, we hope to continually mprove stakeholder
COMMUMEatIoNs

Here are the steps we have taken on this journey
so far

FUTURE ORIENTATION

Our business model continues ta evolve to
provide greater clarity on how we create value
in the short medium and long term ultimately
showing that we are sustainable

CONNECTIVITY

Integrated reporting has helped us 1o ensura
connectyty of our thinking i every aspect of our
business Our business model 1s informed by our
strategic thinking, and tkewise, our strategy 1S
informed by sustainability and nsk considerations
So, we have Increased signposting and
consistency between sections to show how they
interact

STAKEHOLDER RELATIONSHIPS

We have included the nature and quality of our
key stakeholder relationships how we engage
with these groups, how we address the 135ues
that affect thermn, and the broader piciure of how
we each contnbute to dslver value

MATERIALITY

To gve an honest representation of the
nterdependencias hetween our resources
refationships and the sustainability of our
business, we have identified the matenal matters
which affect our ability to create value, and
priontsed them n our nsk considerabions  They
are also integrated nto our business model and
strategy

CONSISTENCY AND COMPARABILITY

We have prowided 5-year KPIs throughout this
report to make comparisons easy both with
previous years' progress and across other
organisatons

CONCISENESS

We have removed repetition wheare possible
ncreased sgnposting where relevant and made
the structure of the report logical and nturtve
Rather than keeping sustanability separate we
have ntegrated 11 throughout the report to reflect
how it informs every business decision we make
We have included our key corporate responstbility
requirements within the directors’ report on
page 39 and pulled case studies of cur chanty
nitiatives into the relevant strategy pages

AELIABILITY AND COMPLETENESS

This report aims 0 approach materal matters
both positve and negative in a far balanced and
understandable way

]E-}:> CSR AND STRATEGIC

EXECUTION CASE STUDIES

Throughout this report, we have included case
studies to brng our story to Iife

These case studies illustrate in more depth
soma of the specific ways n which we have
executed our stratege objectves

These case studies show examples of our
varied CSR actvities which we consider
important 1o our strategic performance
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Page 06 BUSINESS MODEL

Evolved for a future orientation

Page 14 STRATEGY
Connected strategic thinking

Page 19 SUSTAINABILITY

Integrated into every aspect of business

Page 32 RISK

identifies key matenal nterdependencies

Find out more about the global dive for public
companies to move towards integrated reporting

International Integrated Reporting Council
www thenrc org
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