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Our mission is to
meet the needs
and aspirations

of parents for their
children, worldwide
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Performance highlights

+3.3%

Group sales up 3.3%
to £498 5 million
(2006. £482.7 million)

+7.6%

Group underlying profit before
taxation up 7.6% to £22.6 millien
{2006: £21.0 milion)

24.2p

Underlying basic earnings
per share 24.2p {2006 21.2p)

Mothercare at a glance

+27.9%

International revenue
up 27.9% to £87 1 million
(2006 £48.1 million)

-21.9%

Group profit before taxation
down 21.9% to £18 9 milhion
(2006: £24.2 million)

20.9p

Basic eamnings per share 20 9p
(2006 255p)

+0.4

UK gross margin up
04 percentage points

10.0p

Total dividend 10.0p
(2006 9.0p)

Mothercare believes that underlying profit
before taxation and underlying earnings
per share provide additional information
on underlying trends to sharehclders

(see note 2 on page 41)

N N )
Sales breakdown Product breakdown Stores at year end
£m Number
UK 4114 UK out-of-town 73
International 871 UK in town 152
Total 4985 UK total 225
International 328
1 Home and travel 40% Total 553
2 Clothing 48%
3 Toys and gifts 12%
\. /o VRN J
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How have we been doing

Our progress of growth, in the three areas

of specialism, efficiency and reach,
are summarised below:

Specialism

. 4 )
Improvement in customer w Growing our proposition
service and satisfaction UK sales per square foot
Mystery shopper scores showing (Full year UK sales on o 52 week
benefit of investment In basts compared to year end UK
specialist training store square footage )
05 06 07
66% 75% 81%
Mystery shopper tests our customer
service against defined parameters.
It1s our aim to be best in class for 05 06 07
QUr Sector £216 2219 9.230
\ VRN S
Reach
4 N N
UK stores Mothercare Direct International
3 million more 328
website visits stores
16.3% sales growth 3 8
countries
Target
2007/08
new stores In 2007 new [nternational stores
\ J \ J
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Efficiency

(" N
Reducing UK store Operating margin
distribution costs as Underlying profit before tax
a percentage of sales as a percentage of sales on
Supply chain efficiency a 52 week basis
65 &4 41 5y
05 04 07
04 05 06 07
Long term target. Long term target.
5% 5%
. J
Environment
4 N 7
Qur policy Reducing CO, emissions

The impact of our activities upon the
environment will be managed by

* ensuning efficient use
of raw matenals

* optimistng the use of energy

« encouraging recychng
and sustainability

+ engaging business paortners
and stakeholder groups

Envirenmental considerations will
form an integral part of our core
bustness values, alongside our
commitments to social responsibility,
quality, safety, and value

Logistics iniatives reducing costs
and helping the environment

Saved in 2007 ngﬂg‘ﬁ
141,084 miles 4%
1130 jourmeys 7%
89,198 litres of fuel 5%
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Chairman and chief executive’s statement

lan Peacock Chairman Ben Gordon Chief executive

Dear shareholder

The last financial year represented a key milestone in the
transformation of Mothercare with the completion of a number
of major projects

During the year we launched our new bespoke e-commerce
platform, completed the move to our new National Distnbution
Centre, grew sales per square foot in the UK and continued

to iImprove margmns With our franchisees we also opened a
record 62 International stores, bninging the total to 328 stores
In 38 countries

Other activity both at home and abroad has seen the restructunng
of our direct sourcing activities, closing our UK sourcing office 1n
Manchester, expanding our direct sourcing office in Teupuy, India
and opening & sourcing office in Shanghalr We expect to see
through the actions of investing in the growth of both our India
and China offices, further benefits to gross margin and efficiency
in the coming years

In April 2007 we announced the proposed acquisition of Chelsea
Stores Holdings Limited, the owner of the Early Learning Centre
brand We believe that this proposed acquisition would represent
a strategic opportunity for Mothercare to increase the reach of
its UK, International and Direct operations and to capitalise on
the cross-selling benefits of having complementary brand and
customer bases, whilst also benefiting from cost efficiencies

All of thus could not have been accomplished without the
contnued dedication, commitment and enthusiasm of our
people in the UK and around the world Ben and | would like

to thank all of our staff, franchisees and suppliers for their
continued dedication and enthusiasm for the Mothercare brand
and lo d o another duccessful year tn 2007/08

\

—_— -
Based on this strong platform, we are now focusing on our lan Peacock Ben Gordon
growth through our strategy of specialism, efficiency and reach Chairman Chief executive \

We are confident that the business will continue to develop
strongly during the coming year
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Business review

Embroidered quilt £34 99 Check shirt £6/£7, shorts £4/£7

Our business

Mothercare 1s a specialist retaller of products for mothers-to-be,
bables and children up to the age of eight Including maternity
and children’s clothing, furniture and home furnishings, bedding,
feeding, bathing, travel equipment and toys through its retail
outlets in the UK It also operates Mothercare branded stores
overseas under franchise arrangements In Europe, the Middle
East, Far East, Afnca and South Asia

For more than 40 years, the Mothercare brand has been part of
the process of parenting in the UK and it now has an intemationat
presence accounting for 17 per cent of Mothercare's total revenue
in the 52 weeks ended 31 March 2007

Being a specialist retailer, Mothercare understands the highs
and lows of parenting Market research carned out In 2007
identified that approximately 90 per cent of mothers in the UK
visit a Mothercare store whilst approximately 63 per cent of
pregnant mothers, approximately 60 per cent of mothers with
babies up to the age of two years and approximately 41 per
cent of mothers with children between the ages of two and four
years visit our stores on @ regular basis (source ABA/Mothercare
market tracker survey, 2007)

We aim to offer our customers a compelling rmix of products of
good design, high quality and value for money, including both
Mothercare branded and selected other brands that augment
and enhance the range on offer in our stores, catalogue and webste

Our markets

The strength of the Mothercare brand 1s seen in the growth of the
Mothercare brand overseas As at 31 March 2007, the Company
had 328 franchised stores overseas In 38 countrnes. The Company
believes that the continued relevance of the Mothercare brand
overseas will continue to assist In future franchised store openings.

During the year we have continued to develop our commitment
to offering our customers a mulb-channel shopping environment
We are building an efficient operating platform in our supply
chain to serve aur stores in the UK and overseas franchisees,

Pushchair choice

759 1%

66%

05 06 07

Improvement in customer service

catafogue and website The catalogue and website, in addition
to being sales channels in therr own nght, serve to complement
the stores with addiional sources of product information and
guidance on issues of importance to our customers on parenting
and pregnancy

Strategic development

With a streng platform in place follewing completion of a number
of major projects, we are focusing on delivering our strategy

of specialism, efficiency and reach, all enhanced by the mutt-
channel retalling opportunities avaliable to us, both in the UK
and overseas Although not covered in this review, we alsa look
forward to the growth cpportunities we anticipate will flow from
the proposed acquisition of Early Learning Centre announced in
Aprl 2007

Specialism

We are seeking to strengthen Mothercare’s position as a
specialist parenting and children’s brand worldwide, concentrating
on developing our product offering, iImproving our stores and
delivering knowledgeable customer service

Product

We have camed out considerable work this vear to strengthen
our own label product base, and thereby maintam our position
as a speciabst retailer in the UK and overseas Much of the work
that our in-house design teom undertakes 151 direct response to
customer feedback For example, the team designed the toe-
safe baby sock in the year, an innovation for the industry, that
eradicates tangling problems associated with loose threads in
babies socks This product will be in stores iImminently

We also gamed rmarket share i our pushchar ranges and now
have the largest range of Mothercare and branded pushchairs
available onling iIn the UK Qur Special Collection premium
clothing range, which falls into the ‘best’ category n our good,
better, best pricing strategy, was also launched in the year
Special Collection has been well receved by customers in the
30 stores in which it has been tralled and will now be rolled out
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Business review continved

In store pushcharr display Bouncy castle £59 99

to the worldwide store portfolio We also launched new ranges
in home furnishings for baby and first bedroom, which have
performed well both in store and online

Stores

With our High Street refit programme now complete we have
turned our focus to our out-of-town stores network. We have
extended the tnial of the out-of-town new concept, which 1s
designed to create a true destination for parenting, increase
sales densities, expand our successful Home and Travel ranges
and maximise the benefits of our in-store concessions

We now have ten stores fitted with the new format, with customer
feedback being very positive We now plan to extend the trial to
at least a further ten out-of-town stores in 2007/08

Service and people

In cur new out-of-town stores, we have developed an in-store
area for car seats with improved fixtures and colour-coded
information The concept incorporates clearer product
merchandising and disploy to improve presentation and ease
of selection together with an information and advice ‘station’

Cur independent mystery customer programme continues to
provide an 1nsight into how our stores perform aganst a set

of service criteno that 1s also benchmarked against our major
competitors This year we have focused the emphasis on 'service
into selling’ to raise the bar higher and to continue to stretch our
performance further Qur results continue to iImprove and have
been recognised as ‘best In class’ in external surveys.

Efficiency
Mothercare 1s investing in bullding an operating platform, including
a new global supply chain and direct sourcing capability

During the year we have concentrated on reducing the controllable
portion of our overheads As part of this activity we have carrnied
out a restructuring of our UK central and sourcing operations to
improve efficlency and reduce operating costs going forward
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Baby doll top £22

Leatherette basket £40

Sourcing

Continued progress has been made with our sourcing iniatives,
allowing us to again grow our UK margin over the year by

04 percentage points (and by 8 7 percentage points over

the tast four years)

During the year we have restructured our direct sourcing activites,
closing our UK souraing office in Manchester, expanding our
direct sourcing office in Tirupur, India and opening a direct
sourcing office in Shanghai, China The establishment and
growth of our India sourcing office and the recent opening of our
China office will generate further benefits to gross margin and
efficiency in future years.

Supply chain

In November 2004 we announced our new distnbution strategy
and the plan to move the bulk of our operations to a new
bespoke National Distribution Centre At that time we indicated
the completion of the transition would take place in late 2006
We are pleased that this transition was completed both on plan
and within budget and the new facility has operated well over its
first Chnstmas penod

During 2006 we aiso retocated our Direct Distribution Centre

to Mansfield ryn by a third party specialist Again the transition
was completed on time and within budget and this distnbution
centre also operated well through the peak period

Infrastructure

During 2006 we completed the roll out of our new EPOS system
to all UK stores, thereby enabling all stores to have access to
Mothercare Direct through the web We have subsequently
added further functionality to these core store systems including
an intranet, electronic gift vouchers and automatic payroll
precessing This has further improved the efficiency in our stores
and allowed us to mitigate the effects of wage inflation in the
retail sector




Top Check dress £12/£13
Middle Blue check shirt £7/48
Bottom Candy sthpe swim costume £999

Top White sunhat £10, swimsuit £20
Middle Accessones vanous from £1499 £1699
Bottom Puff sleeve pnnt turic £25

Top Pink piggy bank &8
Middle Embroidered top £8/E9
Bottom Large filled leatheretie basket £40
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Business review continued

Al Hudarthy Mall, Saud: Arabia Kharkov, Ukraine

We have also restructured central and head office functions dunng
the year to improve efficency and to focus rescurce on the growing
customer facing areas of our business

Reach

Wwith the foundations of specialism and effictency firmly in place
we can focus on our third prionty which s about expanding our
reach to parents in the UK and around the world through our
integrated multi-channel business and our International
franchisee network

Mothercare Direct

Mothercare Direct comprises Direct in Home (web in home and
telephone catalogue ordenng) and Direct in Store {(web-enabled
stores) QOverall sales from our Direct channel grew by 163 per
cent 1o £47 8 milllon (2006 £41 1 million)

During the year we launched a new online platform, bullt for us
by Amazon Services Europe This website launched in November
2006 and 15 performing ahead of expectations

Our investment In the Direct business, which includes the new
website, the recent extension of the web in store facility to alt
stores and the upgrading of our direct fulfilment operations
provides the Company with an opportunity to exploit both the
in store and 1in home based internet retalling opporiunities
We believe that our Direct business has significant potential
for future growth in the UK and worldwide

Store optimisation

We are optimising our store portfolio. In 2005/06 we opened ten
new stores and closed ten stores in the year, four of which were
direct resites In 2006/07 we opened one new store, resited three
stores, closed eight stores and resized two of our larger stores,
Reading and Cardiff In addition, in May 2007 we relocated our
store on the south side of Oxford Street in London to a new store
on the north side of the street, offering a more contemporary
setting for showcasing the Mothercare brand on a smaller, more
efficient footprint In each case the nghtsizing of cur portiolio
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Galaxy Mall, Indonesia

328

266
220

05 06 07

Growth in numbers of Intemational stores

increased sales per square foot and reduced operating costs
We are aiming at resiting, relocating and downsizing mere than
30 Mothercare stores dunng the next 24 months

International

Our International business has had o strong year We now trade
in 38 countries through 328 stores Total retail sales made by our
franchusees were £196 4 milhion QOverall franchisee like-for-like
sales grew by an estimated 12 0 per cent Our revenue from
franchisees increased by 279 percent to £87 1 millon

Dunng the current financiol year we expect to open at least

50 more new International stores, the majonty of which will be
v existing markets Last year we opened our first stores in India
and we plan to open 100 stores here in the next five years

We also plan to open new stores in countries where we do

not currently trade in - Egypt, the Philippines and Amenia

Outlook

We believe that the underlying strength of the Mothercare brond
together with the actions we are taking to improve the specialism,
efficiency and reach of our mulu-channel business will help us to
continue to grow In the UK and we are confident that the UK and
the International businesses will continue to develop strongly
durng the year

Ben Gordon
Chief executive




Beach ball £2 99 Turtle shope sorter £11 99

Financial review

Resuilts summary

On a statutory basis (52 weeks versus 53 weeks last year) group
sales for the year rose by 33 per cent to £498 5 milion (20046
£482 7 milhion) Group underlying profit before taxation increased
by 7 6 per cent to £22 6 millon (2006 £210 millon) Group
underlying profit before taxation excludes net excepuonal
charges of £2 4 million (2006 exceptional credit of £2 9 million)
and the volatile non-cash IAS 39 adjustment If these items are
included, statutory group profit before taxation decreased by
219 per cent to £18 9 million (2006 £24 2 million)

53rd week 1n 2006

In 2006, Mothercare had an additional week's trading and the
statutory results were for the 53 weeks ended 1 April 2006, which
resulted in additional turnover and profit compared to 2007

In order to provide more meaningful comparsons, estimates of
the additional revenue and profits generated in the 53rd week
of 2006 have been excluded from the analysis set out below
where indicated We believe that this provides the most
consistent comparable basis.

Profit before taxation

Underlying profit befere taxation excludes excepuonal items

It also excludes the impact of 1AS 39 ‘Financial Instruments
Recogmtion and Measurement’ which gives nise to non-cash
adjustments to the income statement which are not reflective
of the underlying profit or cash flows of the business. Underlying
profit before taxaton 1s dernved as follows

6% 64%  41% 59%

04 05 D& 07

Hand knitted bodysust £45,
matinee jacket £40

Reducing UK distribution costs as a
percentage of sales

2007 2006
£m £m %
Group profit before taxation 189 242 -19%
Excepuonal items
Profit on disposal of property interests  (02) (29)
Direct distnbution centre 0s -
Restruciunng 21 -
Other non-underlying items
1AS 39 non-cash adjustment 13 0%
Underlytng profit before tax
(52 vs 53 weeks) 224 210 +7 6%
Impact of 53rd week in 2006 - (0%
Underlying profit before tax
(52 vs 52 weeks) 226 201 +12 4%

In our 2006 intenm report our undertying profit befare tax measure
also excluded the non-cash impact of 1AS 19 ‘Employee Benefits’,
by including regular cash contributions made to the pension
schemes rather than the more volahle income statement charge
We have, however, recently made a number of significant
changes to the pension scheme - including increasing the
retirement age from 40 to 65 from 1 April 2007 and the payment
of special one-off contributions to the scheme - and these will
nct be reflected in the regular cash contributions untl! the next
scheme valuation in 2008 Rather than adjusting underlying
profit, it 1s therefore considered more appropriate to provide full
disclosure of the income statement charge, the cash funding and
the balance sheet position as follows
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Bottom Two layer t shirt E5/£4, green badge I-shirt £5/86
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499
457 485 il

56

05 04 07 05 06 07

Group sales growth £ mifion Intemational Income growth £ milion

2007 2006
£m £m

Income staternent
Service cost (50) 47
Return on assets 132 109
Interest on habilities (7 4) *0)
Net cherge (12) {28)
Cash funding
Regular centnibutions (30} 32}
Addinonal contributions (15) {53)
Total cash funding {45) (85)
Balance sheet
Fair value of schemes’ assets 1934 1804
Present value of defined benefit obhigations (191 8) (1979
Net asset/{hability) 20 (17 5)

Resuits by segment
The primary segments of Mathercare plc are the UK (which
includes the Direct business) and the International business

Undertying

profit from

Revenue operations

2007 £m £m
UK 4114 193
International 871 81
Corporate - {64)
4985 210

100
90
80

05 06 07

Total dwvidend pence

70
12 193

as 06 o7

Growth in undertying profit before
mterast and tax £ millon

Undertying

profit from

Revenve operations

2006 £m £m
UK 4073 201
International 669 52
Corporate - 67
4742 184

Corporate expenses not allocoted to UK or International
represent head office costs, board and senior management
costs, insurance, annual and ntenm reporting costs and audit
and professional fees

Results by category and channel {comparable 52 week basis)
Sales in the year have again increased in each of our key product
categores and also across each channel to market UK store
sales were up 10 per cent, International stares up 30 2 per cent
and Direct in Home up 16 8 per cent

Total UK Iike-for-like sales are defined as sales growth on the
previous year for stores that have been trading continuously
from the same selling space for at least a year, plus Direct in
Home sales UK store like-for-likes are defined on the same
basis except that Direct in Home sales are excluded Total

UK like-for-like sales were up 16 per cent in the year and UK
stare like-for-lke sales were up 08 per cent International
franchisee like-for-like sales were up an estimated 12 0 per cent
In the year Our Direct business, which 1s wholly in the UK,
increased revenue by 189 per cent in the year to £47 8 million

Underlying profit before taxation (comparable 52 week basis)
Group underlying profit before taxation increased by 12 4 per
cent to £22 6 millkon in the year The key dnvers of profit were
the increase in UK store like-for-like sales, the store rightsizing
programme and the improved gross margin percentage,
together with strong contributions from the smaller but more
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Business review continued

Crochet tunic dress £24 Sand and water table £24 99

rapidly growing international and Direct businesses Combined,
these more than off-set nses in our ¢ost base

The UK gross margin improved by 0 4 percentage ponts as a
result of better buying, an increase in direct sourcing and greater
volumes in the UK and overseas

In iine with other retallers, Mothercare 1s expenencing inflation in
store operating costs in the UK, however, the total UK cost
Increase was reduced through tight management of controllable
costs We expect cost pressures to continue In the current year,
however, these will be mitigated by the restructuring actions we
have taken in the year, the optimisation of our store portfolios,
growing the gross margin through more direct sourcing and
better buying, expanding the Direct business and focusing
closely on store productivity and other costs

Excepticnal items
Exceptional items can be summarnised as follows

2007 2006

im tm

UK central and sourcing restruciure 21 -
Recrganisation of Direct distnbution centre 05 -
Profit an disposal of property interests (02) 9
Total exceptionat chargef{credit) 4 29

Duning the year a significant restructuning programme was carned
out at the UK head office in Watford and we announced the
closure of our sourcing office In Manchester leading to exceptional
redundancy and other retated costs amounting to £2 1 million In
addition, the Direct distribution centre was relocated during the
year to a larger more efficient site, generating an exceptional
charge of £05 millon The exceptional credit In respect of
disposal of property interests relates to net disposal proceeds

on the disposal of the leasehold interest in ten ¢losed and two
downsized stores in the perncd
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V-neck jumper £8/£9,
tum-up trousers £10/£11

Tropical crop trouser £12/£13

Toxation

The tax charge of £4 4 million, reflecting an effective tax rate of
23 3 per cent, mainly reflects uthsation of tax losses The group
stll has unused tax losses of £12 9 million {2006 £17 7 mullion)
avalable to set off against future profits. The current year tax
charge benefits from a £1 6 millon provision release relating

to prior years. On a comparable basis with last year {(excluding
pror year items) the effective tax rate would have been

317 percent

Pensions

We continue to operate defined benefit pension schemes for our
staff The total net cost of the pension schemes In the year was
£12 millon {2006 £2 8 million)

The valuation of the schemes under I1AS 19 at 31 March 2007
gave nse to a net pension surplus of £2 0 millkon (2006 defict

of £17 5 million) before deferred taxation IFRS requires that we
value pension scheme liabilities using a high-quality corporate
bond yield, and this has proven to be a volatile measure

We do however believe that the overall downward trend in the
deficit over time reflects the actions we have taken, ncluding
£14 8 milion of special contributions to the scheme over the last
three years, and we are comfortable with the current level of
funding n the schemes

From 1 Apnl 2007 the retirement age for future service was
increased from 60 to 65 years We will continue to keep the
structure and levet of benefits of the group’s pension schemes
under active review

Balance sheet and cash flow
The group had a net cash inflow of £4 2 million, leaving a cash
balance at the end of the year of £40 1 milion (2006 £35 9 milion)

The working capital outflow in the year was £6 0 millon This wos
due to increased inventory levels resulting from the increase In




Moda - our matemity range White linen dress £50

direct sourcing, together with recervables growth ansing from
the growth of International, and amounts recevable from
property disposals. The total overseas receivables balance
at 31 March 2007 was £19 4 milion (2006 £14 3 milhon) Bank
guarantees andfor insurance 15 10 place to miigate risk.

Capital expenditure

Capttal expendiiure in the year was £185 million £115 million
was invested in UK stores including the new out-of-town store
refits, £3 4 milllon wos invested in infrastructure including store
EPOS functionality and £3 6 million was invested in the final
phases of the Nauonal Distnbution Centre move

Earnings per share and dividend

Basic earmings per share were 20 9p for the period {2006 25 5p)
Underlying earmings per share were 24 2p (2006 21 2p} Further
details are set out in note 12

The Directors are pleased to recommend an 8 9 per cent
increase In final dwvidend for the year to & 7p (2006 6 15p)

The total dividend for the year s 10 0p (2006 9 0p) an increase
of 111 per cent

The final dvidend will be payable on 10 August 2007 to
shareholders registered on 8 June 2007 The latest date for
election to join the dividend reinvestment plan s 20 July 2007

Treasury policy and financial nsk management
The board approves treasury policies and senior management
directly controls day-to-day operations within these policies

The mayjer financial risks to which the group 1s exposed relate
to movements In exchange rates and interest rates Where
appropriate, cost effective and practicable, the group uses
financial instruments and denvatives to manage the nisks

No speculative use of denvatives, currency or other instruments
15 permitted

Calypso jersey dress £12/£14

My First Bike £49 99

Foreign currency nisk

All export sales to franchisees are invoiced In pounds sterling
Export sales represent approximately 17 per cent of group sales
The group therefore has no currency exposure on these sales

The group purchases product in foreign currency, representing
some 15 per cent of purchases. The group policy 1s that all matenal
exposures are hedged by using forward currency contracts

Interest rate nsk

In the 52 week period ending 31 March 2007 the group had
cash balances and no borrowings Interest rate hedging was not
therefore considered necessary The board will keep this matter
under review as the group develops.

Shareholders’ funds

Shareholders’ funds amounts to £151 0 million, an increase of
£19 3 milkon i the year This 1s equivalent to £2 06 per share
compared to £1 81 per share at the previous year end

Accounting policies and standards
The prncipal accounting policies and standards used by the
group are shown on page 41

There were no new accounting standards that came into effect
duning the year As described on page 41, during the year the
Company has made a presentational adjustment in respect of
1AS 19 ‘Employee Benefits’, to include the components of net
pensiop expense Including interest cost and expected return
on assels, m arriving at a profit from operations Prior periods
are restpted pn a comparable basis

Nell }z—grnngton

Finance director
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Business review continued

Whute t-shirt £2/£3, stnpe top £8/£9 Babygrow (part of box set) £35

Corporate responsibility

Qur customers expect us to place corporate social responsibility
policies at the heart of our dally ocperations We are therefore
committed to implementing, and operating under a set of
pracucal policies that underscore our commitment to the welfare
of our customers, employees, suppliers and other stakeholders in
the businesses and the communities within which we operate

Our people

A key platform of our success Is the commitrent, enthusiosm
and dedication of our people around the waorld Without this
we would be unable to delver the specialist service our
customers expect

The benefits of working for the Company are set out on our
website at wwwmothercare com and include details of the
extensive training and development programmes such as CDF
(career development framework) that we provide for both our
store and office based stoff In addinon, training support 1s
provided for employees pursuing professional qualfications. The
website and the remuneration report In this report and accounts
also gives details of the reward, bonus and pension schemes
operated by the Company for the benefit of all employees.
Mothercare alsc promotes employee policies on flexible working,
job share and other work/life balance schemes including career
breaks and retirement policies All employees have cccessto a
confidential Independent helpline offering assistance on personal,
legal and financial matters. In addinon, a confidential hothne 1s
provided so that employees can report concerns about non-
compliance with Company policies, fraud, theft and breaches

of secunty

A shared understanding of the aims and ambitions of the
business 1s criticat to its future success The continual Involvement
of all employees In the strategic objectives of the business is
achieved through participation in briefings, presentations,
conferences and roadshows around the country In addition, two
employee forums providing the framework for consultation in the
retall and central support functions continue to take place with
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four meetings scheduled in each year Each forum 1s comprised
of staff and management representatives

Our suppliers

We continue to appraise all our suppliers’ factory standards as
well as those that we source from directly We contnue to be a
member of the Ethical Trading Initiative (ETI) which is an allance
of businesses, non-governmental orgarnisations and trade urions
committed to working together to promote ethical trade

Quality

The safety, quality and legality of our products 1s a continual
focus for us and forms @ large part of our ongoing programme
of evaluation, updating and the Implementation of new INitiatives
An example of the detall that we incorporate into our products
1s where we have developed a new product construction on
newborn sleepsuits called Toe Safe This new foot design
prevents loose threads from wrapping around tiny toes and

1s due to reach stores imminently

Duning the year we won awards for our products including

the Mother & Baby Gold Award for the 5in 1 trekker and
Trenton Deluxe travel system, Pnma Baby Best value in several
categories, Practical Parenting best travel item and highchair
for the Mothercare basic travel cot and Atlanta respectively and
also best specialist retaiter voted for by ther readers.

Use of chemicals and harmful substances

We are continuing with our pledge, first made in 2003, to phase
out the use of matenals that ‘may pose an unacceptable nsk
to our customers, the people making our products, or the
envirgnment’, worldwide

Phthalates are a group of chemical compounds mainly used

as plasticizers which are added to plastics to increase therr
flexibility, chiefly to turn pve from hard into soft plastic. In
compliance with recent legislation Mothercare restrnicts the use
of phthatates in certain products Mothercare has attempted to
ensure all products covered by the legislation are compliant and




Top Embrotdered dress £28
Middle Cuilt £29 99
Bottorn Surf t-shirt £6/£7

Top Steiff classic bear £120/£80
Middle Eggcup ond spoon £10
Bottom Ceramic frame boxes — vanous pnees

Top Bath/swim poncho £12 99
Middle Calypso set £12/£14
Bottom Grandad top £20
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Business review continued

Jersay skan {2 pack) £8/£10 Wooden pound-a-ball £2 99

has gone beyond the requirements by extending this restriction
to include motifs, prnts and belts on maternity, babies” and
children’s clothing, and footwear (with the exception of wellies
and jelles} which 15 not covered by the legislation

In early summer we are introducing into our gift offer a number
of clathing tems made from 100% organic cotton

In the community

The ShopWatch scheme Is an innovative new partnership
bringing the retall industry and the police together in the fight
against cnme in stores and on the streets The Metropalitan
Police have been running training courses for Special Constables
as part of this scheme and it 1s being rolled out to other forces
Once qualfied, in accordance with the scheme, eight hours a
fortright will be spent on the beat The benefit to stores 1s that
they will have a trained police officer on hand whilst the police
will gain enhanced understanding of the way retailers work, We
already have one Mothercare employee who has completed
training and already taken part n her attestation ceremony
We also have a number of regional colleagues awaiting
admission to training

Actwmities in the community

We continue to hold coffee mornings, talks and classes

in a small number of our stores for parents ond their children
and expectant parents In the resource centre section of

www mothercare com there are several articles on parenting,
pregnancy and product guides to reach those customers who
are looking to the internet for their information

As part of our programme to increase our specialist and expert
knowledge across the business, we teamed up with the Norland
College this year so that Mothercare’s buying teams can
understand more about making dressing easy for both parent
and child

Mothercare annually supports the Department of Health's
National Breastfeeding Awareness Week by inviting local
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TAMBA twins Tirupur hospital matemity wing

professionals to therr stores to discuss all aspects of breastfeeding
with expectant parents

We continue to support midwives and health visitors nationally
by taking stands at their annual conference promoting
Mothercare products and services Mothercare buyers and
technologists gather the latest information and advice about
pregnancy and baby care from these professionals to develop
even better products

The environment

Energy consumption

Energy management systemns are installed in all our stores to

control the time switching of ighting and heating, ventilation

and arr conditioning plant to reduce wastage These are

being upgraded in 2007/08 and will be IP (internet protocol)

addressable thus saving on telephone line rentals A contract

far green electricity supply was retendered in September 2006 ,
based on 100 per cent green energy In conjunction with our ,
energy consultants, the electriaty provider compiles regular

monitenng and targeting reports on metered sites which allows

us to benchmark and keep close control of energy usage

Trials are nearing completion on half hourly metering of sub
100kw sites with a view to full implementation in 2007/08 An
installation of an energy saving device on store ighting has
been completed in one store which Is saving approximately
30 per cent on energy consumption This will be rolled out to
further stores

Since their appointment, The Carbon Trust have carried out
energy audits at a number of our sites to establish if there are
any further areas where we can reduce consurnption The results
are In the process of being collated

Recycling

Packaging from our warehouses 1s recycled and 50 per cent
of cardboard and ather waste 1s recycled where we are
responsible for collecting trade waste We participate i




Gift set £20 Floppy bunny £12

recycling schemes operated by the shopping centres in which
we are represented

All delivery vehicle oils, battenes and tyres are sent for reprocessing
andfor reclamation of materials

At our Watford office paper, cardboard, confidental waste, cans
and plastics are being recycled We participote in a recycling
scheme that commssions the Woodland Trust to plant a tree for
every 50 sacks collected

To assist in the recycling of volume cardboard at our distribution
centre, a bailler has been installed which enables the cardboard
to be sold, avoiding waste disposal

We are in the process of running a thal on recycling the hangers
used to display clothing that our customers don't require The
intention 15 that by recycling them, we will avoid having to dispose
of them in landfill sizes

Further to the mileage savings that were made last year, the
transport network 1s running less mileage year-on-year whilst
delivering the same quantities. The reducuon 1s currently running
at 15 per cent year on year The trial of double-deck vehicles

{to reduce mileage and driver hours) continues The fleet is due
to be replaced :n August, which will enable us to have more
envirenmentally frendly vehicles from an emissions perspective

lnsite

This year has seen the introduction of an intranet service between
head office and stores The main focus 1s the dissemination of
communications and information which had, untd now, been
delivered mainly by paper in weekly maiings It alse has a
two-way function so that stores can now complete and return
company forms on ine This has had the effect of elminating
paper reports being posted to head office and regional collation
cenires and allows a more efficent handling and processing of
the information receved

Suppert bra £16 Carry case £9 99

Overseas warehouses

We currently use four third party warehouses, two n India and
one each in Dubal and Singapore, which are prnmanly used for
consoldating stock purchased directly in India and Asia and
distnbuting to franchisees based in those regions, thus saving
on transport miles and lead tmes

Incha

We use two warehouses, one In New Delhi and the other in
Tirupur, to take stock in from our suppliers and then pick and
pack to the four-region requirements of our Indian franchisee

Dubai

Stock purchased directly from the supply base in Asia s
consolidated on ocean contaners and shipped into the Jebel All
Free Zone where it 1s picked and packed at the warehouse to
our Middle East franchisee requirements

Singapore
This unit operates similarly 1o the Dubar warehouse with goods
shipped to Asia and selected Europe franchisee requirements.

The Mothercare Charitable Foundation

The Mothercare Charitable Foundation, created in 2004 to
enable Mothercare to have a more focused approach to
charitable activities, continues to make a real difference to the
Ives of children across the world The Foundation welcomes
applications from registered chantable orgamisations that are
focused on ensuning the gooed health and weilbeing of
expectant mothers, new mothers and their children, special baby
care needs and premature births, and other parenting initiatives
related to family welibeing

The Foundation aims to support orgarnisations with donations
large and small Consequently, numerous charnties have
benefited from the Foundation’s support over the last financial
year, Including the national chanty for providing fun and
happiness for disadvaniaged children and young people,
KidsOut Their ToyBox project was supported by a donation
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Top Check shirt £8/£%
Bottom Embroidered sundress £14/£15
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Top Shorts £&/£7, hat £5/£6
Bottom Gillet £12/£13




Mug and coaster £8 3 pack t-shirt £9/£11

to the value of £25,000 of Mothercare toys for children who have
been rehoused after fleeing domestic violence

The Twins & Multiple Births Association (TAMBA) received a
donation of £6,500 to enable them to make a number of positive
changes to therr website this year - which is a crucial source of
information and advice for parents and carers of twins, triplets
or more These changes include a new fundraising page on the
TAMBA website, aimed at increasing the number of chantable
donat:ans it receives, which 1s vital for the chanity's long term
growth and development

Disabled children across London will be able to join in the fun

at adventure playgrounds that have new sensory and play
equipment, as a result of a £5,000 donation from the Foundation
to the chanty Kids The funding was provided from five of the
Area Managers’ chantable funds in the South East region

Employees and suppliers also had the opportunity to help raise
funds for worthy causes by participating in the Mothercare
Charty Golf Day Thanks to suppler donations, sponsorship,
and matching funding from the Foundation, our golfers raised

In excess of £30,000, splt equally between Richard House
children’s hospice in London and the hospital maternity wing

in Tirupwr, Indig, the latter where Mothercare has a considerable
supplier netwoerk

Two disabled children will be able to get out and about more
easiy, thanks to a £2,000 donation to Motability The children will
be able to access a vehicle with ease using the 90-degree swivel
seqats that the money has been used © buy

The Foundation also supporied Per-Natal lliness UK (PNI-UK), a
natonal chanty for mothers and families, who are suffenng from
any type of postnatal depression or iliness It inciudes help for
those who are encountening any distressing psychological and
emotional condition that has developed durning their pregnancy,
the birth or dunng the postnatol period The Foundation’s
donation of £15,000 went towards the charity’s core projects

Flower pnnt dress £32

Butterfly net £4 99

such as its telephone helpline and website forum for sufferers
of postnatal depression

The Mothercare Chantable Foundation 1s alsc committed to
supporting the local communities in which Motherceare has
stores, through the provision of 13 regional Area Managers’
charitable funds These funds are generally disinbuted in the
form of Mothercare gift vouchers They are donated to smaller,
local causes such as playgroups, mother and baby groups,
breastfeeding support groups and maternity/neonatal units,
and are often used as raffle or cuction prizes at fundraising
events, or used to purchase the required toys or equipment
directly from our stores

In order to give Mothercare employees the opportunity to
nominate a relevant chanty of their choice, the annual £10,000
Chairman’s Fund was awarded in the run-up to Chnstmas

A donation of £7,000 was made to ASBAH (the Association for
Spina Brfida & Hydrocephalous), with a further six runners-up
donations of £500 given to a vanety of children’s chanties
nominated by our employees across the UK

Where employees wish to raise funds, and the aims of the
chanties they are fundraising for match, the trustees of the
foundateon have approved donations for activities including
half marathens in the UK and abroad
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Board of directors

Meil Hamngton lan Peacock Ben Gordon

Neil Harrington

Finance director

Appointed in January 2006 Formerly finance directer of George
Clothing UK, a dwision of Asda Stores Limited, chief financial and
admin officer of Global George, a division of Wal-Mart Stores
In¢ Prior to joining Wal-Mart, was finance directer of Barclaycard
International, @ divisien of Barclays Bank plc and group financiol
controller of French Connection Group plc Chartered
accountant Aged 43

lan Peacock s a

Non-executive chairman

Appointed charman on 1 November 2002 hoving joined the
board as chairman elect on 1 August 2002 Deputy chairman
of Lombard Risk Management plc and a Trustee of the WRVS
Previousty charman of Galiform plc (formerly MFI Furniture
Group plc} and hetd senior management positions In the
banking industry in London, New York and Asig, including BZW
and Kleinwort Benson From 1998-2000 was a special adviser
to the Bank of England Aged 59

Ben Gordon

Chief executive

Appointed In December 2002 Formerly sentor vice president and
managing director, Disney Store, Europe and Asia Paafic Has
also held semor management positions with the WHSmith Group
in Europe and the USA and U'Creal SA, Pans Aged 47
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Karren Brady Bemard Cragg Dawnd Williams

Karren Brady esa

Non-executive director

Appointed in july 2003 Managing director of Brmingham City
Football Club plc Charrman and non-executive director of
Kerrang! Radio (West Midlands) Limited, a non-executive director
of Channel 4 Telewision Corporation and of Sport England

Aged 38

Bernard Cragg ewa

Senior non-executive director

Appointed in March 2003 Chairman of Datamonitor ple, I-mate
plc and a non-executive director of Bank of Ireland UK Holdings
plc, Brstol & West plc, Workspace Group Plc and of Astro All Asia
Networks plc Formerly group finance director and chief financial
officer of Carlton Communications plc and a non-executive
director of Arcadia plc Chartered accountant Aged 52

David Willlams e = a

Non-executive director

Appointed in August 2004 Charman of Accantia Limited Non-
executive director of the Royal London Mutual Insurance Society,
the Accantia Group Ltd, and 1s an operating partner of Duke
Street Capital LLP Formerly chairman of Wyevale Garden
Centres ple, DX Services plc, Avanti Screen Media Group plc
and Avebury Group limited and held a number of senior
management roles in Diageo plc, PepsiCo Restavurants
International and Whitbread plc Formerly CEO of the Thresher
Group between 2001 and 2004 Aged 40

Key

® Audit committee

® Remuneration committee
4 Nomination committee




Directors’ report

The directors present their report on the affairs of the group, together
with the financial statements and auditors’ report for the 52 week
penod ended 31 March 2007

Business review

The pnncipal companies within the Mothercare group for the penod
under review were Mothercare plc {the Company} and Mothercare
UK Limited The Companies Act 1985 requires the directors’ report
1o contain a farr review of the business and a description of the
principal risks and uncertainties facing the group A review of the
business strategy and a commentary on the performance of the
Mothercare business 1s set cut in the performance highlights,
company performance overview, chairman’s and chief executive’s
statement and business reviewonpages 1, 2t0 3,4, and5t0 8
respectively In addiwion, the prncipal nsks facing the business are
detoilled in the governance report on page 24 These disclosures
form part of this report

The directors’ report 15 prepared for the members of the Company
and should not be relied upon by any other party or for any other
purpose Where the directors’ report (including the performance
highlights, company performance cverview, business review and
governance report) contain forword-looking statements these are
made by the directors in good faith based on the informaton
avallable to thern at the time of their approval of this report

These statements will not be updated or reported upon further
Consequently such statements should be treated with caution due to
the inherent uncertainties, Including both economic and business risk
factors, underlying such forward-looking statements or information

Dividend

The directors recommend o final dvidend of 6 7p per share An
intenm dvidend of 3 3p was paid in February 2007 (2006 2 BSp per
share) making a totcl of 100p per share (2006 total of ¢ Op per share)

Substantial shareholdings
As at 23 May 2007, the Company has been adwvised by the following
compantes of notifiable interests in its ordinary share camital

Number of Percentage of
Holder shares 1ssued copital
Aberdeen Asset Management Group 7.691,285 10 49%
M&G Investment Management Ltd 7,169,768 978%
Aegon Asset Management 6,317,733 862%
Fidelty Manogement & Research Co 5,655,815 771%
Legal & General Investment Mancgement Ltd 4,820,562 657%

Acquisition of own shares

The Company was given a general approval ot the Annual General
Meeting (AGM} in July 2006 to purchase up to 10 per cent of its
shares in the market This authornty expires after the AGM on 19 July
2007 The authonty has not been used duning the year

As at 23 May 2007, the Company's 1ssued share capital was
73,333,348 all carrying votng nghts No shares were held in Treasury

Directors '
The {ollowing dtrectors served dunng the 52 week period ended
31 March 2007

Name Appointment

lan Peacock Charrman and independent non-executive

director, chairman of the nomination commitiee

Karren Brady Independent non-executive director

Bernard Cragg Senior independent non-executive director and
charrman of the audit committee
Ben Gordon Executive director

Neil Harnngton Executive director

Dovid Willams

Independent non-executive director and
charrman of the remuneration committee

In accordance wath the Company's ariicles of assoaation, Ben Gordon
and David Wilkams retire by rotation from the board following the
conclusion of the AGM on 19 July 2007 and stand for re-election

at the AGM Biographical details of the directors, indicating therr
expernence and qualficotions, are set out on page 20

Details of directors’ service arrangements are set out in the
remuneration report on page 28 There are no special contractual
payments associated with a change of control

A siatement of directors’ interests in the shares of Mothercare plc and
of their remuneration I1s set out on pages 28 to 35

Employees

The Compaony communicates, and reviews with all its employees, its

corporate objectives, performance and ecenomic activity relevant |
to 1ts business This 1s achieved through the company magozine, i
briefings, bulletins, e-mail and video presentations ’

The capabilities of the group’s employees are measured, their
development needs ascertained and programmes designed to
ensure that the criticel skills required for the development of both the
individual and the Company are attained The group’s remuneration
strategy 1s set out In the remuneration report That report includes
details of the vanous incentive schemes and share plans operated
by the group.

Mothercare 1s an equal opportuniies employer and ensures that
recrutment and promotion degisions are made solely on the basis
of suitability for the job Disabled pecple are given due consideration
for employment opportunities ond, if employees become disabled,
every effort 1s made to retain them by prowviding relevant support
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Directors’ report continued

Pensions

The group operates pension schemes for those of its employees that
wish o partiopate The introduction of International Accounting
Standard (IAS} 19, coupled wath the changing demographic
assumptions used in calculating pension hakihities, has had the effect
of increasing the cost of pensions to compantes. The Company has
addressed the cost of pensions by agreetng with the trustees of the
schemes to increase the normal retirement age to 65 years for all
employees Further details of the pension charge 15 set out on page
66 In 2005 the Company agreed to make additional ongoing
contnbutions to further address the deficit in the staff pension
scheme of £15 milion per annum untl 2014 These contnbutions,
alled with the expected investment returns in the scheme, are
anticipated to remove the deficit over that penod, although this
cannot be guaranteed This issue will be regularly reviewed by the
board with the independent trustees of the pension scheme

Payment of supphers

Payments to merchandise supplers are made in accordance with
the general condittons of purchase, which are communicated to
supplers ot the beginning of the trading relationship. It 1s the group’s
policy to make payments to non-merchandise supplhers, unless
otherwise agreed, within the penod set out In the supplier’s invotce
or within 60 days from the date of invoice

The amount owed to trade creditors at the end of the financial year
represented ni) days (2006 nil days) of average dolly purchases
duning the year for the Company and 40 days {20046 3% days) for
the group.

Property, plant and equipment

Changes in property, plant and equipment are shown in note 14 to
the accounts. A valuation of the group’s freeheld and fong leasehold
properties, excluding rack rented properties, was carmned out by
external valuers, pnmanly Messrs Cushman & Wakefield as at 1 April
2006 and updated by a deskiop review dunng the year The basis of
the valuation 1s Existng Use Value in respect of properties pnmanly
occupled by the group ond on the basis of Market Value in respect
of nvestment properties, both bases being n accordance with the
Practice Statements contaned in the RICS Appraiscl and Valuation
Manual This adjusted valuation of the properties resulied ina
surplus over their net book value of £16 million

Corporate citizenship

The board recognises that corporate citizenship, or social responsibility,
15 an mportant factor in manoging the reputation of a business such
as Mothercare

Further details are set out on pages 1410 19

Auditors
In the case of each of the persons who were directors of the Company
at the date when this report was approved
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* So far as each of the directors 1s aware, there 1s no relevant audit
information (as defined in the Companies Act 1985} of which the
Company’s auditors are unaware, and

* Each of the directors has taken all the steps that hefshe ought to
have taken as a director to make himselffherself aware of any
relevant gudit Information {as defined) and to establish that the
Company’s auditors are aware of thot informaotion

In accordance with section 385 of the Companies Act 1985
a resolution proposing the re-election of Deloitte & Touche LLP
as auditors to the Company will be put to the AGM

Chantable and political donations

The Company made a further donation to The Mothercare
Chanitable Foundation dunng the year of £100,000 Total chantable
donations for the year ended 31 March 2007 were £100,000

{2006 £100,000)

It 15 the Company’s policy not to make pohtical donations

Going concern

After making appropnate enguines, the directors have a reasonable
expectation that the Company and the group have adequote
resources to continue 1n operational existence for the foreseeable
future The financial statements are therefore prepared on a going
concern basis

Annual General Meeting

The 2007 Annual General Meeting will be held on Thursday, 19 July
2007 at 10 30am in the conference suite at the Company’s head
office ot Cherry Tree Road, Watford, Hertfordshire WD24 65H

The notice of the meeting and a pre-paid form of proxy for the use of
shareholders unable to come to the AGM but who may wish to vote or
to put any questions to the board of directors are enclosed wath this
annual report Shareholders may also submit questions via the
Company's website at www mothercare com/finvestonnfo. The
chairman will respond tn writing to questions received

As in previous years a copy of the charmen’s opening statement to
the meeting, together with a resumé of questions and answers given
at the meeting, will be prepared following the AGM This will be made
available to shareholders on request to the company secretary ot
the Company's head office

Also enclosed with the notice of the meeting (and atiached to the
form of proxy} 1s @ communications card in respect of electronic
communications. Further information regarding the communications
card 1s set out below in the explonatory notes to Resolution 8

The following paragraphs give explanatory notes on the business
to be proposed at the meeting

Resolution 1 To recerve the Company’s annual accounts together
with the directors’ report, the directors’ remuneration report and the




auvditors report upon the accounts for the 52 weeks ended 31 Morch
2007 The directors will present the report and accounts and
shareholders may raise any questions on it at the meeting

Resolution 2 To declare a final dmdend of 6 7p per share payoble on
10 August 2007 to those shareholders on the register on 8 June 2007

Resolution 3 To approve the directors’ remuneration report

Resolutions 4 and 5 Reappatntment of directors. The Company's
articles of assoaation require that one third of the directors that are
required to retire by rotation must retire Separate resolutions will be
proposed on each of these appointments

Resolution & Reappointment of Auditors Deloitte & Touche LLP hos
indicated 1ts willingness to act as auditors to the Company and
accordingly an ordinary resolution to reappoint them will be proposed

The meeting will olso be asked to consider the following matters of
Special Business

As Ordinary Resolutions

Resolution 7 Authonty io allot relevant secunties The effect of this
resolution 1s to renew the authonty of the directors conferred by
article 4(B) of the articles of associction, to allot relevant secunties
up to an amount equal to approximately one-third of the i1ssued
ordinary share capital of the Company os at 1 June 2007 The
authority will continue for @ period of 15 months or untl the
conclusion of the next AGM, whichever 1s the sooner The directors
have no present intentien of using this authonty

The Company currently has no shares held in treasury

Resolution 8 Electronic cormnmunications with shareholders. Although the
Company's articles of associaton currently contain provisions relating
to electronic communications, the prowisions of the Companies Act 2006
(which were brought into force on 20 January 2007) permit the use of
electronic communicctions to a greater extent than was previously
possible In particular, they allow companies to communicate with
shareholders electronically (including, without imitation, through a
website) nstead of sending paper documents through the post, unless
the shareholders elect to continue to receive paper documents from
the Company The board wishes o benefit the emaronment by reducing
the volume of documents produced, reduce the current considerable
cost associated with sending poper copies to a large number of
shareholders and enhance communications with shareholders by
providing documents in their elected format Accordingly, Resolution 8
will be proposed as an ordinary resclution to reflect the new
legisiation regarding electronic communications with shareholders.

Enclosed with the notice of meeting 1s a letter setting out further
information on how, subject to the passing of this resolution, the
Company intends to take advantage of these new powers Also
enclosed 1s a communications card (attached to the proxy

documentation) which offers shareholders the following options

() to elect to geeess documentation directly from the Company’s
website To do this they will be asked to provide a valid e-mail
address, to which notification that shareholder documents have
been posted on the Company’s website will be automatically
sent out, or

(1) to elect 10 access documentation directly from the Company’s
website, but be notfied by post, or

() to elect to continue to receve hard copy documents in the post

[n the event that shareholders fall to respond with an election by

17 August 2007, they will be deemed to have consented o option {i1)
and receive electronic commurication and the Company will advise
them when documents are placed on the Compony’s website by
sending a hard copy notification in the post

As Special Resolutions

Resolution ¢ Authonity to allot securities for cash other than on a pro-
rata basis to shareholders The effect of this resclution is to renew the
power conferred on the directors by article 4(C} of the ariicles of
associgtion to allet equity secunties for cash (or sell treasury shares)
up to an amount representing approximately 5 per cent of the 1ssued
ordinary share capitat of the Compony as at 1 June 2007, without the
need first to offer such shares to existing shareholders The authonty
will continue for a penod of 15 months or until the concluston of the
next AGM, whichever 15 the sooner

Resolution 10 Purchase of awn shares. The Company was authonsed
at the 2006 AGM to purchase up to 10 per cent of its shares in the
rarket This authonity has not been used and expires at the condlusion
of this year's AGM This resolution seeks to renew the authonty for o
further year Shares purchased (f any) wilt be cancelled or where
appropnate held in treasury pursuant to the Companies (Acquisition
of Own Shares) (Treasury Shares) Regulations 2003 The directors
have no present intention of using this authonty, but wish to be In

a posihion to act quickly in the interests of the Company and
shareholders generally f crcumstences so warrant

As at 1 June 2007 there were options over 1,215,000 ordinary shares In
the capttal of the Company which represent 16 per cent of the
Company’'s issued ordinary share capital at that date If the authority
to purchase the Company's ordinary shares was exercised 1n full,
these options would represent 1 83 per cent of the Company’s issued
share capital

e board

By order

Company secretary
24 May 2007
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Corporate governance

The Company aspires to achieve high standards of corporate
govemance In order to promote the interests of investors, customers,
staff and other stakeholders The Company considers that it has
complied dunng the 52 week perod ending on 31 March 2007 with
the Code provisions set out In Section 1 of the Combined Code on
Corporate Governance published by the Financial Reporting Council
1n July 2003, ‘the Code” by applying the principles set out In Section 1
of the Code, Including both the main and supporting principles The
Code was amended by the Financial Reporting Council in June 2004,
and the Company has complied with the three amended principles
by providing the facihty for shareholders to record a ‘vote withheld”
on the proxy voting form for the 2006 AGM, and subsequently
publshing on its website detaiis of the proxy votes lodged Until
January 2007 the chairman, lan Peacock, attended meetings of the
remyneration committee at therr invitation Following that date he
become a member of the remuneration commuttee thereby
complying with the third amended principle of the revised Code

The board

The board provides the leadership of the Mothercare plc business

It operates on a unitary basis and comprises the chairman, three
independent non-executive directors, and two full ime executive
directors, being the chief executive and the finance director Whlst the
board has overall responsibility for the Company’s system of internal
control and for reviewing its effectiveness, the non-executive directars
play a pivotal role in challenging and scrutirising its effectiveness and
integnty The Company has maintained a system of internal control
wathin an executive management structure with defined lines of
responsibility and delegation of authonty within prescribed financial
and operational imits The Company’s system of internal control s
based on finanaal, operatoenal, complicnce and risk control policies
and procedures together with regular reporting of financial
performance and measurement of key performance indicators
Planning, budgeting and forecasting procedures are also in place
together with formal capital nvestment and oppraisal arreangements

Risk management

The business review sets out progress made dunng the year against
the challenges that the board has set for the business In this section
the principal nisks and uncertainties that face the business are set
out This section also forms part of the business review requirements

The board recognises that the management of risk 1s key to ensuring
that a robust system of internal control 1s monitored by the business

The principal risks and uncertainties fecing the Compony include
those set out below It should be borne in mind that this 15 not

an exhaustive list and that there may be other nsks that have not
been considered or risks that the board consider are insignificant
or immaterial that may anse and have a larger effect than
onginally expected
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External nsks

s the fallure to adapt quickly or at ali to competitive pressure, new
entrants to the Company’s markets, or to product ranging or
pricing pressures,

o failure to react to economic pressures or consumer confidence
1ssues affecting the Company’s core customers in the UK,
particularly from @ reduction in disposable income caused by,
amongst other things, ncreases in personal and indirect taxation,
Interest rate movements and the avarlability of consumer credit,

adverse movements In exchange rates The Company 1s potentally
vulnerable to adverse movements in exchonge rates as it pays for
a large proportion of its goods in foreign currency Whilst the
Company hedges the exposure there 1s no guarantee that the
hedges wilt be appropriate to cover all likely exposure, and

with the continued expansion of the Company’s international
franchise operauons through 328 stores in 38 countnes, the
Company 1s becoming increasingly recognised as a worldwide
brand for parenting This growing international exposure bnngs
some risk, commercially in potential for default in payment of
amounts due on royalties and goods supplied, as well as political
restrictions on remittance of funds to the UK or refusal to enforce
the Company’s ntellectval property against infringers

Internal nsks

» the Company's reputation for quality, safety and integrity may be
serously undermined by adverse press or regulatory comment on
aspects of its business bath In the UK and overseas To this end, the
Company takes call reasonable care to safeguard its reputation,
particularly in product manufocture and supply areas, by
maintaining appropriate nsk migaton actions and policies of
insurance The Company also engages independent third parties
to vahdate cntical oreas of its manufactunng and supply chain for
compliance with its ethical code,

+ any disruption to the relaticnship with key suppliers could adversely
affact the Company’s ability to meet its sales and profit plans if
sutable alternatives could not be found quickly, and

« the failure of the Company’s logistics, distribution and information
technology platform may restrict the ability of the Company to
make product avallakle in its stores and Direct businesses thereby
failing to meet customer expectations and thereby adversely
affecting soles and profits

Aganst this background, the system of internal control 1s designed
to manage rather than eliminate nsks Consequently the Company
may have a higher nisk profile than some of its peers

In order 1o effectively manage risk, the executive committee have
overall responstbility for ensuning that a rofling programme of




structured nsk assessments of those areas having o significant effect
on the future of the business 1s carned out The programme ensures
so far as practicably possible, that the appropnate risk management
processes are dentified, appropriate controls established, residual
nsks evaluoted and that the necessary action and risk avoidance
measures taken or monitonng undertaken Elements of the
programme are reviewed by the internal audit function dunng

the year

In addition to the evaluauon of business nisk referred to above, the
programme of specaific nsk management actvity continued during
the year with indwidual stores being tested against a nisk assessment
model that emphasises health and safety, disability discrimination,
fire safety and internal process compliance The Company's business
continuity and disaster recovery plans were tested durng the year
simulcting the denial of access to key business premises

The internal audit function {a combinouon of internal resources
ond external resource provided by PncewaterhouseCoopers LLP)
supplements the rnsk-based approach set cut above Furthermore,
the Company has adopted procedures to ensure auditor
Independence, the details of which are set out 1n the section
below detalling the work of the audit commitiee

The board believes thot the system of internal control described can
provide only reasonable and not absolute assurance against
matenal misstatement or loss The audit committee penodically
reviews the system of internal control on behalf of the board

During the course of its review of the system of nternal control, the
board has not identfied nor been advised of any failings or
weaknesses which it has determined to be significant

The principles of good governance are briefly commented on below

The board and directors

The board of Mothercare plc meets regularly and mamtains overall
control of the group’s affairs through a schedule of matters reserved
for ns deaision These include setting the group strategy, the approval
of the annual budget and financial statements, major ocquisitions
and disposals, authonty imits for capital and other expenditure and
maienal treasury matters. Details of the terms of reference of the
board’s commuttees are also set out in the corporate governance
secton of the Company's website at www mothercare com/finvestorinfo.

The non-executive directors are independent and free from any
business or other relationship that could interfere maternially wath ther
judgement The non-executive directors do not participate in any
bonus, share option or pension scheme of the Company The
charrman’s other business commitments are set outin the
biegraphical details on page 20 and there have been no significant
changes dunng the peried relating to these commitments

The board considers that the balance achieved between executive
ond non-execuive directors duning the penod wos appropriote and
effective for the control and direction of the business

The board 15 assisted by committees that it has established with
written terms of reference The roles of the remuneration, audit and
nomingten committees are set out below Dunng the year, the audit,
remuneration and nomination committees were comprised of the
three non-executive directors A record of the meetings held during
the year of the board, its committees and the attendance by
indmdual directors is set out on page 27

The board has delegated day-to-day and business management
control of the Mothercare business to the executive commitiee
The executive committee consists of the directors of Mothercare
UK Limited and the company secretary

Throughout the penod, the board has been supplied with
information and papers submitted ot each board meeting which
ensures that the major aspects of the group's affairs are reviewed
regularly in accordance with a rolling agenda and programme

of work. All directors, whether executive or non-executive, hove
unrestncted access to the company secretary and executives within
the businesses on any matter of concern to them in respect of their
duties In additon, new directors are given approprigte traiming cn
appointment 1o the board Appropriate tme 15 made duning the year
for continuing training on relevant topics concerning the functioning
of the board and the obligations of directors The Company has
undertaken to resmburse legal fees to the directors of circumstances
should anse i which it 1s necessary for them to seek separate,
independent, legal advice in furtherance of their dutes n accordonce
with the articles of association, one third of the directors are required
to offer themselves for re-election every year

The remuneration committee, chaired dunng the year by David
Wilkarmns, establishes the remuneration policy generally, approves
specific arrangements for the executive directors and reviews and
comments upon the proposed arrangements for senior executives
S0 Qs to ensure consistency within the overall remuneration policy
Full disclosure of the Company’s remuneration policy and detatls of
the remuneration of each director 1s set out in the remunerction
report on pages 28 to 35 and in Appendix A on pages 32 to 35
Duning the pencd ne directer was, and procedures are in place to
ensure that no director is, nvolved in deciding or determining his or
her own remuneration

The nominction commuttee, chared during the year by lan Peacock,
comprises all of the non-executive drectors The terms of reference of
the cornmittee 1s set out on the Company’s website The commitiee
makes proposals on the size, structure, composition and oppointments
to the board It cames out the selection process and agrees the
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Corporate governance continued

terms of appointment of non-executive directors It also reviews
succession planning an an annual basis

The beard s of the opinion that the directors seeking re-election Gt
the AGM have continued to give effective counsel and commitment
to the Company and accordingly should be reappointed

BDuning the penod, the boaord carmed out a further evaluation of its
effectiveness and operation The review concluded that the board,
its committees ond indvidua! directors contnbuted effectively to the
overall operation and review of the Company’s affairs

Shareholder relations

The Company maintains regular diclogue with institutional
shareholders following presentation of the financial performance of
the business to the investing communities Oppartunities for dialogue
takes place at least four times a year following the announcement
of the half and full year results and trading statements at the AGM
and post Chnstmas During such meetings the board is able to put
forward its objectives for the business and discuss performance
against those objectives and develop an understanding of the
views of major shareholders The outcome of meetings with major
shareholders 1s reported by the chief executive at board meetings
on a penodic basis

Mindful always of its obligations to the investing community as a
whale, the Company reaches a wider audience by the use of its
website (at wwwmothercare com/finvestonnio) and, with a view to
encouraging full participation of those unable to attend the AGM,
provides an opportunity for shareholders to ask questions of therr
board through the internet at wwwmothercare com/finvestorinfo

or by the provision of a reply-paid question service to the chairman

The gudit committee

The audit committee was chaired dunng the year by Bernard Cragg,
the semior non-executive director The remit of the cudit committee 13
to review the scope and 1ssues ansing from the audit and matters
relating to financial control It also assists the board in its review of
corporate governance and in the presentation of the Company’s
financial results through its review of the intenm and full year
accounts before approval by the board, focusing in particular on
comphance with accounting principles, changes in accounting
practice cnd major areas of judgement The full terms of reference
are set out under the corporate governance section of the website
at www mothercare comfinvestorinfo

The audit committee compnses the three non-executive directors
The company secretary acts as secretary to the committee Bernard
Cragg 1s a chartered accountant with considerable technical
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financial and, In common with the remainder of the committee,
a wide and vaned commercial experience

The committee met four times dunng the period No specific
remuneration of the non-executive directors Is ascribed to
membership of the audit committee other than a supplement
of £5,000 paid to Bernard Cragg in respect of lis charmanship
of the commitiee

The main activities of the gudit committee in the 52 weeks ended
X1 March 2007
During the period the qudit committee has

= reviewed the finanaial statements both in the intenm report and
full year report and accounts, having in both cases received a
report from the external auditors on their review and audit of the
respective reports and accounts,

+ considered the output of the procedures used to evalugte and
ritigate risk within the group,

* reviewed the effectiveness of the group’s internal controls and
disclosures made in the annual report,

» considered the management letter from the external auditors
on their rewew of the effectiveness of internal control,

* agreed the fees of the external auditors,
* reviewed both therr and the external auditors’ effectiveness,

+ agreed the work plan of the internal audit function and reviewed
the resultant cutput from that plan, and

* reviewed and assessed the group’s compliance with corporate
governance prnciples

The audit commuttee reviews annually the independence of the
externat audit firm and the indviduals carrying out the audit by
receving assurances from, and assessing, the audit firm against best
practice principles The committee seeks to balance the benefits of
continuity of audit personnel and the need to assure independence
through change of cudit personnel by agreeing with the audit firm
staff rotation policies

In addttion, a policy in respect of nen-qudit work by the audit firm
has also been implemented, the general principle being that the
audht firm should not be requested to carry out non-audit services
on any activity of the Company where they may, n the future, be
required to give an cudit opinion The Company has, however,
recognised that taxation advice s an acceptable derogation from
this pnnciple Furthermore, the audit committee also determined that




assistance with aspects of the proposed acquisition of Chelsea
Stores Holdings Limited was also an appropriate derogation from
the principle set out above

With regard to internal audit, the committee has assisted the board
in the assessment of the adequacy of the resourcing plan for the
internal audit function In respect of the activities of the function, the
committee has recesved reports upon the work carmed out and the
results of the investigations including management responses, ther
adequacy and umeliness

A review was also held of the effectiveness of the qudit committee
and the quditors during the yeor It was considered that the wark of

the audit committee dunng the year was effective measured against
its terms of reference and general audit committee practice In
respect of the auditor effectiveness review, it was considered that
the cuditors had camed out ther obkgaucns in en effective and
appropnate manner

As a result of sts work during the year, the committee has concluded
that it hos acted in accordance with its terms of reference and has
ensured (as far as possible by enguiry of them) the independence
of the external auditors The chairman of the commuittee will be
avaloble at the AGM to answer any questions on the work of

the committee

Director attendance statistics for the 52 week period ended 31 March 2007

Committee
Cirector Board Audit Nomination Remuneration
Maximum number of meetings 9 4 1 &
lan Peacock ? 4 1 6
Karren Brady 8 4 1 6
Bernard Cragg 8 4 1 6
Ben Gordeon g - - -
David Willams 9 4 1 ]
Nesl Harnngton 9 - - -

Notes

Ben Gordon and Nell Hamngton attend meetings of the audi and remuneration committees upon the Ivitation of the respective charmen lon Peacock became o member
of the remuneration committee in January 2007 prior to which he cttended meetings of that committee, and the audit committee throughout the year, at the invitation of the

respective charmen

In addiion te the board meetings above there were four aid hoc board meetings, two of which approved the intenm and full year report and cccounts respectively Two further
commitee meetngs considered matters delegated to them These meetings cre constituted by the boord from those members avallable at that tme having considered the

views of the whole board beforehand

Mothercare ple Annual report and accounts 2007 27




Directors’ remuneration report

This report for the 52 week period ended 31 March 2007 has been
prepared in accordance with Schedule 7A of the Companies Act
1985, the Directors’ Remuneration Regulations 2002 (the ‘Regulations’),
the requirements of the Listing Rutes of the UK Listing Authority and
Schedule B to the Combined Code relating to directors’ remuneration
At the AGM on 19 July 2007 shareholders will be asked 1o approve
this report

The Regulations require the auditors to report on the ‘audiicble part’
of the directors’ remuneration report and to state whether in their
opinion that part of the report has been properly prepared in
accordance with Schedule 7A of the Companies Act 1985 {as
amended by the Regulations) The directors’ share options, long term
incentive plan and share matching scheme condiional awards,
equity iIncentive awards, performance share plan and executive
incentive plan condiional awards (including that set out in Appendix
A on page 32), emoluments and compensation payments as set out
in Table 1 and pension arrangements set out in Table 2 of Appendix A
have therefore been audited

The remuneration committee

Composition of the remuneration committee

The remuneration committee 1s comprised of the independent non-
executive directors of the Mothercare plc board Dawvid Wilhams 15
charman of the committee and with Karren Brady and Bernard
Cragg served throughout the yeor lan Peacock ottended meetings
at the invitation of the commuittee unul January 2007 when he
became a member

The committee, which determines the remuneration for the execuive
chrectors and approves the pay and benefits of the members of

the executive committee, met six tmes dunng the year lts terms

of reference are available on the Mothercare website at

www mothercare comfinvestonnio

Adwvisors to the remuneration committee

The organisations below have provided matenal assistance to the
remuneration commitiee The committee also consulted the chief
executive, human resources director and company secretary

Qs appropnate

Person or organisalion Services provided

Executive remuneration and
incentive design

Pensions advice

Legal services principally in
respect of employment contracts

Kepler Associates

Lane Clark & Peacock
DLA Piper UK LLP

Remuneration policy statement

The Company’s policy 1s to provide competitive remuneration
packages that will recruit, retain and motivate directors and
individuals of the required calibre to meet the Company’s objectves.
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The intent 15 10 ensure that the remuneration policy 1s in hine with
market practice, appropnate to the Company’s needs, and rewards
executives for enhancing shareholder value The committee monitors
the Company's compliance with the Revised Combined Code
prowisions for directors’ and senior management remuneration and
with best practice n opplying performance-related remuneration

The remuneration policy aims to balonce appropnately the fixed
salary and performonce-related elements of remuneration The latter
element 1s achieved through an annual bonus scheme and longer
term incenuves The bonus plan rewards pnmanly the achievement
of Company profit before tax, @ measure which the board believes

15 a suitable measure of annual performance for a retail business,
and personal/strategic performance objectives Longer term
performance remuneration is delivered through equity-based
ncentives including the Executive Incentive Plan (EIP), Performance
Share Plan (PSP), Long Term Incentive Plan (LTIP} ond the Share
Matching Scheme (SMS} The remuneration policy 1s structured

such that vanable, performance-related, remuneraucn 1s a significant
portion of total remuneration

The committee normally reviews the executive directors’ remuneration
annually, against a policy that positions base salanes around the
median of companies that are similar 1o Mothercare in sector focus,
size and complexity Vanable elements of the package, designed to
atiract and motivate outstanding performance and delivery, give
executive directors the opportunity to earn an overall upper guarile
total remuneration packoge, for top quartile performance Details of
the indvidual executive directors’ remuneration, are descrnibed in the
relevant sections of this report below

Performance graph

The performance graph below shows the Company’s total
shareholder return (TSR} against the return achieved by the FTSE
Small Cap Index The graph shows the five financial years to

31 March 2007

The index was chosen on the basis that Mothercare 1s a constituent
of the FTSE Small Cop Index

F‘I’otcl shareholder return = Mothercare ple N
31 March 2002 to 31 March 2007 — FTSE SmatCap
Source: Datastream
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Directors’ remuneration

The execulive directors’ fixed annual remuneration comprises a
base salary, which s normally reviewed in April each year, ond
benefits. The vanable remuneration element 1s cchieved through
an annual bonus scheme, panicipation in the Executive Incentive
Plan ond Performance Share Plan The Executive Incentive Plan and
Performance Share Plan were intreduced in 2006 and replaced the
Long Term Incentive Plan, Share Matching Scheme, and Executive
Share Option Scheme With the exception of the Save As You Eam
share option scheme, which 1s open to all employees including
executive directors, the Company made no awards under any other
long term incentive scheme

The remuneration of the non-executive directors comprises fixed
annucl fees Expenses incurred on Company business are
reimbursed when claimed

Salary

Each executive director’s sakary 1s considered individually by the
remuneration committee following advice from the independent
remuneration consultants Base salary 1s the only etement of
remuneration used in determining pensionable earnings under the
Maothercare executive pension scheme

Annual bonuys

The annual bonus scheme for executive directors and other senior
managers is paid upon the cchievement of Company financial
targets set annually by the remunerction committee In addition,
personal targets hnked to key business objectives must also be met
if an executive director 1s to achieve the maximum bonus The
maximum cnnual bonus that may erdinanly be paid to an executive
director 1s 85 per cent of base salary (100 per cent for the CEQ),
although the maximum bonus would be payable only in the event
of exceptional performance

Ben Gordon and Neil Harrington receved performance-related
bonuses of £475,000 and £16%,147 respectively for the year ended
31 March 2007

Profit share scheme

In addiion to the annual bonus scheme, the Company operates a
profit share scheme All Company employees {other than participants
in the annual bonus scheme) with at least six months’ service are
eligible to participate in this scheme

The Performance Share Plan

Under the PSB condmonal! awards of shares may be made to
selected executives, as determined by the remuneration committee,
each year The first conditional awards were made to 40 executives
in July 2006 as nil-cost options Details of the awards to Ben Gordon
and Nell Hamngton are set out in Appendix A on page 32

Vesting of shares to an indwidual 1s condiional upon the
achievement of the performance condition of three-year growth in

group PBT 20 per cent of an award will vest if Mothercare's three-
year PBT growth 15 5 per cent per annum 100 per cent of an award
will vest if Mothercare’s three-year PBT growth 1s 15 per cent per
annum, with straight-ine vesting in between Dwvidends accrue an
shares that vest If the performance threshold of 5 per cent PBT
growth 1s not met the award will lapse PBT was chosen as the
remuneration commitiee believes that PBT i1s o good measure of
Mothercare's financial performance, itis highly visible internally, and
1s regularly monitored and reported

The Executive Incentive Plan (EIP)

Under the iR approximately ten executives are ehgible to recewve a
percentage of surplus value created over a three-year performance
penod Surplus value created s defined as an increase in market
capritalisation plus net eqguity cash flows to shareholders over and
above performance in line with the FTSE All-Shcre General Retallers
Index (Index} ¥ the Compony’s TSR 1s equal to or less than the increase
in the index, participants will not receive any value from the EIP

If the Company’s TSR performance exceeds the increase in the

Index, participants will be entitled to receve some value In these
crrcumstances, the committee will calculate a surplus value figure
being the positive difference between the Company’s TSR and the
increase in the Index, expressed as @ monetary value The bonus to
which the participant will be entitled will be a percentage of the
surplus value figure The remuneration commitiee has the discretion
to defer up to 50 per cent of any bonus paid into a share award which
would vest on the fourth anniversary of the grant of the onginal award
Details of the initial awards granted to porticipants are set out In
Appendix A on page 32 The committee believes that this performance
condhition provides very strong alignment with shareholders and will
help retain a high performing management team

The LTIP and SMS

Following approval of the new EIP and PSP no further conditional
awards under the LTIR SMS, or Executive Share Option Scheme have
pbeen made to EIP or PSP participants

The LTIP

The extent to which outstanding LTIP awards will vest depends partly
upon the Company’s TSR performance relative to afl general retallers
in the Mid 250 and SmallCap indices, and partly upon the
achievernent of EPS targets as shown in the table in Appendix A on
page 32 The targets are measured over a three-year penod If the
performance ¢ntenc are not met the award lapses. The performance
targets for the awards made o date are shown in Appendix A on
page 32 No part of an award subject 1o EPS will vest unless the
Company’s TSR performance 1s cbove median relative to general
retailers in the Mid 250 and SmallCap indices

The SMS

Under this scheme, executives who invested in the Company’s shares
and retain those shares for at least three years may receive
matching shares if long term performance targets are achieved
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Directors’ remuneration report continved

Executives were inited to invest up 10 100 per cent of pre-tax basic
salary in previous years into the Share Matching Scheme

Executives’ investments may be matched on a 11 basis after three
years, provided executives remain in employment, retain the shares
they purchased for three years and the performance targets (set
out In Appendix A) are achieved over o three-year penod The
performance targets for matching awards cre the same as for the
LTIP awards If the performance criteria are not met over the three-
year perod the award lapses. The maiching ratio 1s calculated using
the pre-tax value of the purchased shares in the case of sums
derved from the annual bonus, deferred shares or the long term
incentive plan, or the actua! value of the shares Glready owned
and pledged

The conditional awards made and vestings to date (o executive
directors under the LTIE SMS and pledged shares are set cut In
Appendix A on page 34

The remuneration committee notes that it was expected that the
1 June 2004 condiional oward under the LTIP and SMS was unlikely
to vest

Executive Share Option Scheme

The Mothercare plc 2000 Share Option Plan

Following approval of the PSP no options were granted under the
share option plan to PSP participants dunng the year Opticns

under the Mothercare 2000 Share Option Plan may be exercised by
participatng executives if EPS growth over a three-year performance
penod equals or exceeds the growth in the Retail Prices Index by

9 per cent If the performance critena are not met over the
performonce penod, option grants lopse

Detalls of histonical opticn grants to executive directors’ are set out in
Appendix A on page 34

Equity incentive awards

On 2 December 2002, Ben Gordon was awarded 500,000 ordinary
shares in the Company, subject to the achievement of the
performance conditions The vesting performance conditions for

60 per cent of these shares wos share price growth 100,000 shares
would vest if the Company’s share price remained at or above levels
of, (1) 200p, (2) 300p and (3) 400p (respectively) per share for at least
three months For the remmaining 40 per cent of shares to vest the
performance condtions were profit before tax and exceptional items
of, (4) £15 mulkon and (5) £30 millon achieved by the end of the
Company's financial year in 2007

Hawving vested on the achievement of a performance crtenon,
shares were or will be released to Ben Gordon in tranches on the
second, third, fourth and fifth anniversaries of 2 December {as
approprote) in proportions that release the entirety of any tranche
of shores atioched to a performance condition achieved by the fifth
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anniversary Varying proportions of the award wall vest and be
released to the extent that performonce conditions have been met,
if there 15 o change in control of the Company before 2 December
2007 Ben Gordon will also be able to retan that proportion of the
award that has vested, in the event that the Company terminate his
employment (other than for cause) or the Company 15 1n
fundamental breach of his employment contract

On the first vesting date (2 December 2004} Ben Gordon had met
three of the five performance critena The table below sets out the
shares transferred and transferable to Ben Gordon in the future
{subject to, amongst others, his continued employment) The
remaimning two performance conditions have not been met and
therefore lapsed

Number of shares released
Aword {on ¥ December each year)

Condition Met No of shares 2004 2005 2006 2007

1 Yes 100,000 50,000' 25,000' 15,000° 10,000!
2 Yes 100,000 50,000 25,000' 15000 10,000'
3 No 100,000 0 0 0 0
4 Yes 100,000  25,000' 25,000' 25,000 25,000
5 No 100,000 0 0 0 0
Total 500,000 125000 75000 55000 45000

1 For two performance conditions being met, 50 per cent vests on the second
annversary 25 per cent on the third anniversary 15 per cent on the fourth anniversary
and 10 per cent on the fifth anniversary sugject to continued employment at the
relevant date For any additional performance condition being met, 25 per cent vest
at each anniversary, subject to continued employment at the relevant date

Shareholding guidelines

Executive directors are expected to build up o shareholding equal to
100 per cent of their basic salanes by retaining at least half of the post-
tax gamns made under any long term incentive in Mothercare shares

Service contracts

Executive directors

Executive directors’ service contracts may be terminated by the
Company gving 12 months’ notice

Ben Gordon commenced employment with the Company on

2 December 2002 His service agreement provides for lquidated
damages on termination by the Company for basic salary
equivalent to the unexpired portion of the notice penod and the farr
value of the benefits to which he may be entitled, ncluding pension
credits but not benus or share options Separate provisions govern
the entitlement to the equity incentive award and are described in
the section above

Neil Harnngton commenced employment with the Company on
30 January 2006 His service contract may be terminated upon
12 months’ notice




Non-executive directors

lan Peacock 1s enutled to three months’ solary on termination of his
employment contract dated 31 October 2002 by the Company
Karren Brady, Bernard Cragg and Dawvid Williams have service
arrangements with the Company that may be terminated upon one
month's notice Therr service arrangements were entered INnto on

29 July, 31 March 2003 and 2 July 2004 respectively

External appointments and other commitments of the directors
The other busmess commitments of the directors are set out within
therr biographical details on page 20 An executive dwector may
take one external cppointment as a non-executive director, subject
to the approval of the board The director may retatn any fees from
such @ role Neither of the executive directors currently has such

an appointment

Pension amangements

Ben Gordon and Neil Harnngton are members of the Mothercare
Executive Pension Scheme Ben Gordon’s pension accrues at the rate
of 1/30th of salary for each year of pensionable service up to Inland
Revenue Limits The normal retirement age 15 60 years, increasing

to 65 years for service accruing post 1 Apnl 2007 Contributions by
Ben Gorden are 7 per cent of pensioncble salary Nell Harnington
parucipates in the pension bullder career average section of the
Mothercare Executive Pension Scheme Pension accrues at 1/45th of
pensionable salary The normal retirement age s 65 years Contributions
by Nell Harnington are at 5 per cent of pensionable salary

Following the introduction of the simplified tax regime for UK
pensions thot came into force on 6 Apni 2004 {A-day), the committee
reviewed the impact of pension provision on key executives of the
introduction of the lifetime allowance and the removal of the
statutory earmngs cap in order to control the cost of pensions, the
Company agreed with the trustees of the Executive Pension Scheme
the introduction of a noticnal earnings cap, eguivalent to the
previous statuiory earnings cap In addition, given that there are no
longer benefits for the Company or the indmdual of mantaining the
existing FURBS arrangements, the Company ogreed to close the
existing FURBS arrangements Those directors and senior executives
subject to the earnings cap ond who participated in the FURBS
arrangements now receive a cash salary supplement equivalent to
the former FURBS payment for investment in an investrent vehicle
of therr own choice Further pension detail s given in Table 2 of
Appendix A on page 33

For further details of the pension provision within the Company
dunng the year, see the directors’ report on page 22

For further details on the cost of pensions to the Company, including
the statements required by 1AS 19, see note 31 to the financial
statements on pages 66 to 68

Emoluments and compensation payments

The emoluments (including pension contritbutions) for executive
directors for the year ended 1 Apnl 2007 and the salares paid to the
management level below the board are set outin Tables 1A and 1B
of Appendix A on page 32

The fees of the non-executive directors are determined by the board,
with the non-executive directors abstaining from discussions on their
own arrangements. The non-executive directors do not participate in
the Company pension, annual bonus plan, share option or other
long term incentives Fees cre reviewed perodically and set at levels
to reflect the time, commitment and responsibiliies of the individual
non-executive director

Beneficial interests of the directors

The beneficial interests of the directors in the share capital of the
Company are set out In the table below This table does not show
option or incentive awords These are dealt with in the relevant

section of this report
Interest hald at  Interest held at

31 March 2007 1 April 2006

{pumber) {number)

lan Peacock 178,383 169,860
Ben Gordon 362,458 269,362
Karren Brady 11,375 4,500
Bernard Cragg 20,000 20,000
Dawvid Willams 11,800 6,800
Neil Harnngton 11,633 5.000

tan Peacock and Dawvid Willlkams are shareholders and directors of
Mothercare Employees’ Share Trustee Limited, which held 13,151
{2006 13,151) Mothercare shares in trust on 1 Apnl 2007 A separate
irust, The Mothercare Employee Trust, held 3,275,622 shares on 1 Apnl
2007 (2006 3,631,004)

The executive directors are technically deemed to be interested tn all
of the shares held by Mothercare Employees’ Share Trustee Limited
and the Mothercare Employee Trust as potential beneficiones

There have been no movements in directors’ nterests, beneficial
or non-beneficial, between 1 April 2007 and 24 May 2007

Approved by the board on 24 May and signed on its behalf by

Ao b

Chairman, remuneration committee
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Directors’ remuneration report continued

APPENDIX A

Table 1A
Directors’ emoluments
Total emoluments {iIncluding pension contrbutions) in the year ended 31 March 2007 were £3,391,000 (2006 £1,6464,000)

Incentive Performance Compensation  Total remuneration Pension
Salary/fees scheme vesting bonus Benefits for loss of office (excl penstons) contrbutions
£C00 £000 £000 £000 £000 £000 £000

007 2006 2007 2004 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006

Executive directors

Ben Gordon 475 375 1,754 266 475 302 13 13 - - 2,77 956 33 32
Steven Glew - 158 - - - - - 11 - 100 - 269 - 22
Neil Harnington 216 35 - - 149 22 11 2 - - 396 59 33 5
Non-executive directors

lan Peacock 110 110 - 110 - - 1 - - - 111 220 - -
Karren Brady 32 32 - - - - - - - - 32 32 - -
Bernard Cragg 37 37 - - - - - - - - 37 37 - -
Pavid Williams 32 32 - - - - - - - - 32 32 - -
Note

Benefits typically include a company car, medical and dental insurance and other similar benefits.

The salary for Ben Gordon was reviewed with effect from 1 April 2007 and 1s now £500,000 per annum In addition, the sum of £82,170 15 paid
as salary supplement referred to In page 31 following the discontinuance of the FURBS scheme

The salary for Nell Hamngton was reviewed with effect from 1 Apnil 2007 and 1s now £226,800 [n addition, the sum of £27,000 s paid as a
salary supplement following the discontinuance of the FURBS scheme The fees payable to lan Peacock, Karren Brady, David Willlams and
Bernard Cragg were increased to £125,000 per annum, £37,500 per annum, £37,500 per annum and £42,500 per annum respectively, on

1 April 2007

The details required by paragraph 1 of Schedule é cart 1 of the Companies Act 1985 are as follows

Aggregate directors’ remuneration
The total amounts for directors’ remuneration were as follows

2007 2006

£000 £000
Emoluments 1,997 1,129
Compensation for loss of office - 100
Gains on exeraise of shore options - 793
Amounts recerwvable under long term incentive schemes 1.754 374
Money purchase pension contributions 175 82
Totat 3,926 2,680

Table 1B
The following table sets ocut the number of ndwiduals within the salary bands for the mancgement level directly below the board

Salary band 2007 2006

200,001-250,000
150,001-200,000
100,001-150,000
75,001-100,000
50,001- 75,000

- o =
(= I |
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Table 2

Pensions

The disclosure of the directors’ benefits accrued in the Mothercare Executive Pension Scheme and money purchase benefits under the
approprate funded unapproved reurement benefits scheme are set out below

Money
Defined benefits for Final Salary Scheme purchase
Company
Accrued benefits in Mothercare Executive Pension Scheme Transfer value as ot® 31 March 2007 contributions
Change  Transfer value
Ax At dunng of change
1 Apnl Change 31 March year net In yeqr net 1 Apnl Change Director 31 March
2006 dunng year 2007 of inflation cfinflaton 1006 dunng year  contributions 2007
Ben Gordon 12 3 15 3 - 132 44 11 187 82
Neil Marnngton 1 3 4 3 - 4 18 8 30 27
*Calcuvlation 1s consistent with opplicable professional actuanal guidelines of accrued benefit,
Note The transfer values represent a liability 1o the Company and not a sum paid or due to be paid to the indmdual
Directors’ share options
Grantedf Gains on
1 Apnt {lapsed) Grontllaopse) Exercsepnce  First exercise  Lost exercise exercise 1 Aprl
Drector 2006 during year date (pence) date date  Exerqise date 2007 2007
Ben Gordon 312,500 - 46 Dec 2002 10400 6 Dec 2005 6 Dec2012 - 312,500
5.951° 1 Dec 2006 - 0
Total 318,451 - - 312,500
Notes
1 Opuons granted under the three year SAYE option scheme
The options set out above are granted without payment from o parucipont
Share price details are shown on page 74
Performance conditions are set out in the narrative above
Mo vanations have been mode to the terms and concitions of existing options in the cufrent or previous years.
No opuons were exercised in the year
Performance Share Plan
Conditional awards made to the executive directors under the PSP are as follows
Grarted/ Gains on
1 Apnl {lapsed} Grant/(lopse} Vesteg exarcise 31 March
Director 2004 dunng year date  Vesung date dunng year 2007 2007
Ben Gordon - 138,483 250706 250709 - - 138,483
Total - 138,483 - - 138,483
Neil Harnngton - 45918 250706 250709 - - 45918
Total - 45918 - - 45,218

The above awards were mode as nil-cost oplions.
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Directors’ remuneration report continued

Executive Incentive Plan

Condional award percentages of surplus value made to executive directors are as follows

Surplus valve

Percentage of surplus value to which paricipant entitied

Ben Gordon

Neil Homngton

£0 rmillton to €50 million 10% 04%
£50 mulhon to £75 mithon 15%* 06%'
Over £75 million 20% 08%?
1 Percentage applies only above £50 milion
2 Percentage opplies only above £75 milion
Long Term Incentive Plan
The conditional awards made to directors under the LTIP are as follows
TIP
Condivonal condiional Vested Lapsed lual  Market pnce
Director award date award aumber 2007 2007 share price on vesting Performance penod
Ben Gordon 21 July 2003 402,477 362,230 (40,247) 1615p 342 0p 010403-310306
1 June 2004 103,236 - - 3500p 2705304 -260307
23 June 2005 86,193 - - 291 5p 270305-260308
Total 591,906 362,230 (40,247)
Details of the directors’ shares pledged and matched under the SMS are s follows
Directors’
pledged
shares
ond SMS
Condiional condiienal Vasted Lapsed  Market pnce
Chrector award date award 2007 2007 on vesting Pledge penod
Ben Gordon 21 July 2003 100,619 90,558 {10,067} 3420p 010403 -010406
1 June 2004 49,425 - {21,675} 270304 - 260307
23 June 2005 21,675 - - 270305-2460308
Jotal 171,719 90,558 (31,734}

Performance crnitenia for the Long Term Incentive Plan and Share Matching Scheme
The performance targets for the LTIP and SMS schemes in respect of total shareholder return (TSR) are as follows

LTip

Total shareholder return ranking percentoge Percentage of award vestng
Top 20% 50%

Median 10%

Median to top 20%
Below median

10% to 50% (pro ratg, on a straight-ine basis)
Nil

Note

No part of the awards subject to EPS will vest unless the Company’s TSR performance has been above median relative to oll general retoilers in the FTSE Mid 250 and

SmallCap indices.
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SMS

Total sharehoider return over three years ranking percentage

{relotve to general retallers in Mid 250 and SmallCap)

Ratio of free shares 1o purchased shares

Top 20%

Median

Median o top 20%
Below median

510
110

110 to 510 (Pro rata on a straught-ine basis)

Nil

Note

No part of the awards subject to EPS will vest unless the Company's TSR performance has been above medion relotive to all general retcilers in the FTSE M:id 250 and

SmallCap indices.

The performance targets for the LTIP and SMS schemes in respect of Earnings Per Share (EPS) are as follows

LTIP

Percentoge of award vestng EPS in 2005/06 for 2003 awards EPSn 2006/07 for 2004 awards EPS n 2007/08 for 2005 awards
50% 40p 421p 365p

10% 20p 323p 3 7p

10% to 50% (pro rata on a straight-ine basis) 20p to 40p 323pto42ip 317pto 365p

MNil Below 20p Below 32 3p Below 31 7p

Note

EPS refers to pre-tax EPS

SMS

Ratio of award vesting EPS in 2005/06 for 2003 awards EPSIn 2006/07 for 2004 awords EPS in 2007/08 for 2005 awards
510 40p 421p 365p

110 20p 323p 317p

110 to 510 (pro rata on a straight-ine basis) 20p to 40p 323ptod4lip 317pto 3465p

NIl Below 20p Below 32 3p Below 31 7p

Note
EPS refers to pre-tax EPS

Mothercare plc Annual report and accounts 2007 35




Statement of directors’ responsibilities

The direciors are responsible for preparing the annual report and
the fingncial stotements The directors are required to prepare
financial statements for the group in accordance with International
Financiol Reporting Standards {IFRS) Company law requires the
directors 10 prepare such financial statements in accordance with
IFRS, the Companies Act 1985 and Article 4 of the |AS Regulation

International Accounting Standard 1 reqguires that finanaial
statements present fairly for each financic! year the Company's
financial position, financial performance and cash flows This requires
the fathful representation of the effects of transaciions, other events
and conditions in accordance with the definitions and recognition
critena for assets, labilites, ncome and expenses set cut In the
International Accounting Staendards Board's ‘Framework for the
Preparation and Presentation of Financial Statements’ in wirtually all
circumstances, ¢ farr presentation will be achieved by compliance
with all apphcable [FRS The directors cre also required to

* properly select and apply accounting policies,

* present information, Including accounting polictes, in a manner that
provides relevant, reliable, comparable and understandable
infarmation, and

» prowide additional disclosures when compliange with the specific
reguirements in IFRS is insufficient to enable ysers to understand the
impact of particular transactions, other events and conditions on
the entity’s financial position and financial performance

The directors are responsible for keeping proper aoccounting records
which disclose with reasonable accuracy at any time the financial
position of the Company, for safeguarding the assets, for taking
reasonable sieps for the prevention and detection of fraud and
other irregulanties ond for the preparation of a directors’ report and
directors’ remuneration report which comply with the requirements
of the Companies Act 1985

The directors are responsible for the maintenance and integnity of the
Company website Legislation in the United Kingdom governing the
preparaton and dissemination of financial statements differs from
legislation in cther junisdictions
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Independent auditors’ report

To the sharehclders of Mothercare plc

We have audited the group financial statements of Mothercare plc
for the 52 weeks ended 31 March 2007 which compnse the
consohdated income statement, the consolidated statement of
recognised income and expense, the consolidated balonce sheet,
the consolidated cash flow statement and the related notes 1 to 33
These group financial statements have been prepared under the
accounting policies set out therein We have also cudited the
information in the directors’ remuneration report that 1s descnbed
as having been audited

We haove reported separately on the individual Company financial
statements of Mothercare plc for the 52 weeks ended 31 March 2007

This report 1 made solely to the Company’s members, as a body, in
accordance with section 235 of the Companies Act 1985 Qur audit
work has been undertaken so that we might state to the Company’s
members those matters we are reguired to state to them inon
auditors’ report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone
other than the Company and the Company’s members as a body, for
our audit wark, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditers

The directors’ responsibilines for preparing the annual report, the
directors’ remuneration report and the group financial statements
in accordance with applicable law and International Financial
Reporung Standards (IFRS) as adopted for use in the European
Union are set out In the statement of directors’ responsibilities

Qur responsibility 1s to audit the group financial statements in
accordance with relevant legol ond regulatory reguirements and
International Standards on Auditing {UK and Ireland)

We report to you our opinion as to whether the group financal
statements give a true and fair view, whether the group financial
statements have been properly prepared in accordonce with the
Companies Act 1985 and Article 4 of the IAS Regulation and whether
the part of the directors” remuneration report described as having
been audited has been properly prepared in accordance with the
Companies Act 1985 We also report to you whether, in our opinion,




the information given in the directors’ report 1s consistent with the
group financial statements

In addition we report to you if, in our opinion, we have not received
all the information and explanations we require for our cudi, or if
information specified by low regarding directors’ remuneration and
other transactions is not disclosed

We review whether the corporate governance statement reflects the
Company’s comphance with the nine prowvisions of the Combined
Code specified for our review by the Listing Rules of the Financial
Services Authonty, and we report If it does not We are not required to
consider whether the board's statement on internal control cover all
nsks and controls, or form an opinicn of the effectiveness of the group's
corporate governance procedures or its nsk and control procedures.

We read the other information contained in the annual report

as described in the contents section and consider whether it 15
consistent with the audited group financial statements We consider
the implications for our report if we become oware of any apparent
misstatements or matenal inconsistencies with the group finanaial
statements Our responsibilities do not extend to any further
nformation outside the annual report

Basis of audit opinton

We conducted our aydit in cccordance wath International Standards
on Auditing (UK and Ireland} 1ssued by the Auditing Practices Board
An audit includes examination, on @ test bass, of evidence relevant
to the amounts and disclosures in the group financial statements and
the pert of the directors’ remuneration report described as having
been audited It also includes an assessment of the significant
estmates and judgements made by the directors in the preparation
of the group financial statermnents and of whether the accounting
policies are appropnate to the group's circumstences, consistently
apphed and adequately disclosed

We planned and performed our audit so as to obtain all the
information and explanations which we considered necessary In
order to provide us with sufficient evidence (o give reascnable
assurance that the group financial statements and the part of the
directors’ remuneration report descnbed as having been audited

are free from matenal misstatement, whether caused by fraud or
other irregulanty or error In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the group
financial statements and the part of the directors’ remuneration
report descnbed as having been audited

Opinion
In our opinion

* the group financial statements give a true and fair view, in
accordance with IFRS as adopted for use in the European Union,
of the state of the group's affairs as at 31 March 2007 and of its
profit for the 52 weeks then ended,

« the group finanaial statements hove been properly prepared
n accordance with the Companies Act 1985 and Article 4 of the
IAS Regulation,

+ the part of the directors’ remuneration report described as having
been audited has been properly prepared in accordance with the
Companies Act 1985, and

« the information given In the directors’ report 1s consistent with the
group financial staternents

Separate opinion in relation to IFRS

As explained i note 2 to the financial statements, the group in
addition to complying with its legal obligation to comply with [FRS
adopted by the European Unien, has also complied with IFRS as
1ssued by the International Accounting Standards Board In our
opinion the group financial statements give a true and fair view,
in accordance with IFRS, of the state of the group's affars as at

31 March 2007 and its profit for the 52 weeks then ended

Delobe ¢ Nomdr LS

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
London

24 May 2007
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Consolidated income statement
For the 52 weeks ended 31 March 2007

52 weeks ended 31 March 2007

53 weeks ended 1 April 2006
restoted {ncte 2}

Non- Non
Underlying' underhying? Total Underhng? underying? Totah

Note £ million £ millien £ milllgn £ miheon £ milhon £ milion
Revenue 4 4985 - 4985 4827 - 4827
Cost of sales {448 8) (18) (450 &) (432 7) 03 (431 8)
Gross profit 497 {18) 479 506 03 509
Administrotive expenses (287) (21) (308) (31 1) - (311)
Profit from retall ocperations 7 210 39 171 195 03 198
Profit on disposal of property interests - 02 02 - 29 29
Profit from operations 210 37 173 195 32 227
Investment Income 8 17 - 17 18 - 18
Finonce costs ¢ {01) - o1 {0 3) - (03)
Profit before taxation 226 37 189 210 32 242
Taxgtion 10 {58) 14 (44) (6 5) 02} 67
Profit for the peniod attnbutable to equity
holders of the parent 148 (23) 145 145 30 175
Earnings per share
Basic 12 242p 33p 09p 212p 43p 255p
Diluted 12 237p 32)p 205p 207p 43p 250p

i Before nems cescnbed in note 2 below

2 Includes exceptional items (reorganisation of Direct distnbution, restructunng and profit on disposal of property interests) as set outin note 6 1o the financial statements and the

impact of farr value accounting under 1AS 39

All results relate to continuing operctions

Consolidated statement of recognised income and expense

For the 52 weeks ended 31 March 2007

52 weeks 53 weeks

ended ended

31 March 1 April

2007 2004

£ million £ milion

Aciuanal gainsf{losses) on defined benefit pension schemes 161 (08)
1AS 39 adjustment transfers to profit and loss - a1
Tax on items taken directly to equity @an Q7
Net income recognised directly in equity 114 -
Profit for the penod 145 175
Tota! recogrused income and expense for the pertod attnbutable to equity holders of the parent 259 175

Changes in accounung policy to adopt IAS 32 and 39
Attnbutable to equity holders of the parent

01)
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Consolidated balance sheet
As at 31 March 2007

31 March 1 April
2007 2006
Note £ millon £ mdlion
Non-current assets
Property, plant and equipment 14 854 837
Intangible assets — software 15 52 40
Deferred tax asset 6 02 85
Retirement benefit obligations 3 20 -
928 962
Current assets
Inventornes 17 518 508
Trade and other recesvables 18 423 320
Cash ¢nd cash equivalents 19,28 401 359
1342 1187
Total assets 2270 2149
Current labihbes
Trade and other payables 23 (57 6} (513}
Current tox liabilities (02} {0
Short term prowvisions 24 (29} 37}
(607} (559
Non-cuwrrent labilities
Trade and other payables 23 {148} 89
Retirement benefit obligations 3 - (175}
Long term provisions 24 {0 5} 0%
{153} (27 3}
Total habilites {760} (832}
Net assets 1510 1317
Equity atinbutable to equity holders of the parent
Called up share capual 25 3646 363
Share premium account 26 31 22
Own shares 24 {7 4) (69)
Retained earnings 24 1187 997
Total equity 1510 1317

Approved by the board on 24 May 2007 and signed on its behalf by

Ben Gordon

Neil Harnngton
Qjﬂ@\

[i7ay
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Consolidated cash flow statement
For the 52 weeks ended 31 March 2007

52 weeks 53 weeks

ended ended

31 March 1 Apnl

2007 2006

restated

(note 2)

Note £ million £ milion

Net cash flow from operating activities 27 275 133
Cash flows from investing octivities

Interest receved 14 18

Interest paid {0 1) (03)

Purchase of property, plant and equipment (18 5) (167)

Proceeds from property, plant and equipment 14 60

Net cash used in investing activities {15 &) {92)
Cash flows from financing actvities

Equity dividends paid (6 6} {55

{ssue of ordinary share capital 12 14

Purchase of own shares {2.3) an

Net cash used in financing activities an (52)

Net increasef{decrease) in cash and cash equivalents 42 (1)

Cash and cash eguivalents at beginning of penod 359 370

Cash and cash equivalents at end of penod 28 401 359
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Notes to the consolidated financial statements

1 Genera! infermation

Mothercare plc 15 a company incorporated in Great Britain under the
Comparues Act 1985 The address of the registered office 15 gvenn
the shareholder information on the inside back cover The nature of
the group’s operations and its principal activities are set out In note 5
and in the business review on pages 5to 19

2 Significant accounting policies

Basis of presentation

The Company’s accounting period covers the 52 weeks ended
3% March 2007 The comparative penod covered the 53 weeks
ended 1 Apnl 2006

Basis of accounting

The financial statements have been prepared In accordance with
International Financial Reporting Standards (IFRS), International
Financial Reporting Interpretations Committee {IFRIC) interpretations
and those parts of the Companies Act 1985 that are opplicable

to companses reporting under IFRS The financial siatements have
also been prepared in accordance wath IFRS adopted for use in

the European Union and therefore comply with Article 4 of the

EU IAS Regulation

The results for the 52 weeks ended 31 March 2007 include the
companents of net pension expense, being the service cost, interest
cost and expected return on assets, within adrministrative expenses
and in amiving at profit from operations In prior pernods, pension
interest cost was presented within finance costs and the expected
return on assets was presented within investment income, outside of
profit from operations. Both presentations are permited under 1AS 19
‘Employee Benefits’

The Company considers the presentation adopted in the results for
the 52 weeks ended 31 March 2007 to be more appropnate as it
ensures that the presentational impact of any ongoing variabihty
between the Indwidual components of net pension expense s reduced

The pnor peried information has been represented on a comparable
basis The impact of this presentational adjustment for the 53 weeks
ended 1 Apnl 2006 1s to reduce administrative expenses by £19 million,
reduce investment income by £109 milhon ond reduce finance costs
by £2 0 millon The impact on the balance sheet and profit before
taxauen is il

At the date of authonsation of these financial statements, the
following standards and interpretotions which have not been applied
in these financial statements were i issue but not yet effective

IFRS 7 ‘Financial Instruments Disclosures’, and the related amendment
to 1AS 1 on capital disclosures,

IFRS 8 ‘Operating Segmenis’,
IFRIC 4 ‘Determining whether an Arrangement contains o Lease’,

IFRIC 5 ‘Right to Interests Ansing from Decommissioning, Restoration
and Envtronmental Rehabitisation Funds’,

IFRIC & ‘Liabihttes ansing from Participating in a specific market —
Waste Electncal and Hectronic Equipment’,

IFRIC 7 ‘Applying the Restatement Approach under IAS 29 Financial
Reporung in Hypennflatonary Economies’,

IFRIC 8 ‘Scope of IFRS 2,

IFRIC 9 ‘Reqssessment of Embedded Dervotives,

IFRIC 10 ‘Interrm Reporting and Impairments’,

IFRIC 11 IFRS 2 - Group and Treasury Share Transacuons’, and
IFRIC 12 ‘Service Concession Arrangements’

The directors anticpate that the adoption of these standards and
nterpretations n future penods will have no matenal impact on the
financial statements of the group except for the additional
disciosures on capital and financial instruments when the relevant
standards come into effect for penods commenang on or after

1 January 2007

The finoncial statements hove been prepared on the historical cost
basis, except for the revaluation of financial instruments. The principal
accounting policies are set out below

Profit from retaill operations

Profit from retoll operations represents the profit generated from
normal retail trading, pror to any gans or lasses on property
transactions |t also includes the volatlity ansing from occounting for
derivative financial instruments under |AS 3¢ ‘Finoncial Instruments
Recognitton and Measurement’, as the Company has not adopted
hedge accounting

Underlying earmings

The Company beheves that underlying profit before tax and
underlying eornings provides addiional useful inforrnotion for
shareholders The term underlying earnings is not a defined term
under IFRS and may not therefore be comparable with similarly titled
profit measurements reported by other compeonies. It 1s not intended
to be a substitute for, or supenor to, IFRS measures of profit

As the Company has chosen to present an alternative earnings per
share meaqsure, a reconciliouon of this alternative measure to the
statutory measure required by IFRS 1s given in note 12

To meet the needs of shareholders and other external users of the
financiol statements the presentation of the income statement has
been reformatted to show more clearly, through the use of columns,
our underlying business performance which provides more useful
information on underlying trends

The adjustments made to reperted results are as follows

Exceptional tems

Due to therr significance and one-off nature certain iterns have been
classified as exceptional The gains and losses on these discrete
itemns, such as profits on the disposal of property interests, restruciunng
costs, distnbuiion reorganisation costs and ather non-operating items,
can have a matenal impact on the absclute cmount of and trend in
the profit from operations and the result for the year Therefore any
gains and losses on such items are analysed as underlying on the
face of the income statement Further details of the exceptionol tems
are provided in nate 6
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Notes to the consolidated financial statements continued

2 Significant accounting polictes continued

IAS 39 adjustment

The Company has taken the decision not to adopt hedge
accountng under IAS 39, ‘Financial Instruments Recognition and
Measurement’ The effect of not applying hedge accounting under
IAS 39 means that the reported results reflect the actual rate of
exchange ruling on the date of o transaction regardless of the cash
flow paid by the group at the predetermined rate of exchange In
addition, any gain or loss accruing on open contracts at a reporiing
pencd end 1s recognised in the result for the penod {regordless of
the actual outcome of the contract on close-cut) Whilst the iImpacts
described above could be highly volatile depending on movements
Iin exchange rates, this volatility will not be reflected in the cash
flows of the group, which will be based on the hedged rate The
adjustment made by the group therefore 15 to reportits underlying
performance on the basis described above

IAS 19 adjustment

In the 2004 intenm report an 1AS 19 non-cash adjustment was made
between reported and underlying earnings to reflect the ‘normaol’
pension cash contnbutions which the Company 1s required to make
and therefore exclude the volatile 1AS 19 charge This adjustment

to reported results 1s no longer considered appropriate due to o
number of recent and significant changes to the pension scheme,
further details of which are described in the financial review on
page 12

Basis of consofidation

The consolidated {inancial statements incorporate the financial
staterments of the Company and entities controlled by the Company
(its subsidicanes) made up to 31 March 2007 Control 1s achieved
where the Company has the power to govern the financial and
operating policies of an investee entity so as o obtain benefits from
1ts activities

On acquisition, the assets and habiliies and contingent labilites
of a subsidiary are measured ot therr farr values at the date of
acguisizion Any excess of the cost of acquisiion over the fair values
of the identifioble net assets acguired 15 recognised as goodwill
Any deficiency of the cost of acquisiuon below the farr volues of
the idenuficble net assets ocquired (ie discount on acguisition)

is credited to profit and loss in the penod of acquisition

The results of subsidianes acquired or disposed of dunng the
financial year are included in the consolidated income statement
from the effective date of acquisition or up to the effective date
of disposal, as appropriate

Where necessary, adjustments are made to the financial statements
of subsidiaries to bring the accounting polictes used into ine with
those used by the group.

All intra-group transactions, balances, income and expenses are
elminated on consolidation
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Retirement benefits

In consultation with the independent actuanes to the schemes, the
valuation of the pension lability has been updated to reflect current
market discount rates, current market values of investments and
actual investment returns, and also considenng whether there have
been any other events that would significantty affect the pension
habiities The impact of these changes in assumptions and events
has been estirmated in armving at the voluation of the pension lability

Goodwill |
Goodwill anising on consolidation represents the excess of the cost |
of acquisition over the group’s interest in the far value of the 1
identifiable assets and habilities of a subsidiary, associate or jaintly 1
controlled entty at the date of acquisition

Goodwillis iniually recognised as an asset at costand 1s

subsequently measured ot cost less any accurnulated imparrment

losses Goodwill which 1s recogrused as an asset Is reviewed for '
mpairment at least annually Any impairment 1s recognised

mmediately in profit or loss and 1s not subsequently reversed

On disposal of a subsidiary, associate or jointly controlled entity, the
attnbutable amount of goodwill is iIncluded n the determination of
the profit or loss on disposal

Goodwill anising on acquisitions before the dote of transition to IFRS
has been retained at the previous UK GAAP amounts subject to
being tested for imparrment at that date Goodwill written off to
reserves under UK GAAP pnior 10 29 March 1997 has not been
remnstated and is not included i determining any subsequent profit
or loss on disposal

Revenue recognition

Revenue is measured at the fair value of the consideration receved
or recevable and represents amounts recewable for goods and
services provided 1n the normal course of business, net of discounts,
VAT and other sales related toxes.

Sales of goods are recognised when goods are delivered and title
has passed

Interest mcome 15 accrued on a time basis, by reference to the
prncipal outstanding and at the effective interest rate apphcable,
which 15 the rate that exactly discounts estimated future cash receipts
through the expected life of the financiol asset to thot asset’s net
carrying amaunt

Leasing

Leases are classified as finance leases whenever the terms of the
lease transfer substanuclly all the risks and rewards of ownership to
the lessee All other leases are ¢lossified os operating leases

The group as lessoer
Rental income from cperating leases 1s recognised on a siraight-ine
basis over the term of the relevant lease lnitial direct costs incurred




Iin negotrating and arranging an operating lease are added to the
carrying cmount of the leased asset and recognised on a straight-
line basis over the term of the leases

The group as lessee
Rentals payoble under opercting leases are charged to income
on a straight-line basis over the term of the relevant lease

Benefits receved and recewvable as an incentive © enter into an
operating lease are clso spread on a straight-line basis over the
lecse term

Foreign currencies

The indmdual financial statements of each group company are
presented in the currency of the primary economic environment In
which 1t operates (its functional currency) For the purpose of the
consoldated financial staternents, the results and financial position
of each group company are expressed in pounds sterling, which 1s
the functional currency of the Company, and the presentation
currency for the consolidated financial statements

In prepanng the financal statements of the mdvidual companies,
transactions in currencies other than pounds sterling are recorded

at the rates of exchange prevailing on the dates of the transactions
At each balance sheet date, monetary assets and habilibies that

are denominated in foreign currencies are retranslated at the rates
prevaling on the balance sheet date Non-monetary assets and
labihties carned at fair value that are denoninated in foreign
currencies are transleted ot the rotes prevaling at the date when the
far value was determined Nen-monetary items that are measured in
terms of histerical cost in a foreign currency cre not retranslated

Exchonge differences ansing on the settlement of monetary items,
and on the retrenslation of monetary items, are included in the
income statement Exchange differences ansing on non-monetary
items carried at fair value are included in the profit or loss for the
pencd except for differences onsing on the retranslation of non-
monetary items in respect of which gains ond losses are recognised
directly in equity For such non-monetary tems, any exchange
compenent of that gain or loss 1s also recognised directly in equity

In order to hedge 1ts exposure to certain foreign exchange risks, the
group enters into forward contracts (see below for details of the
group’s accounting polices in respect of such dervative financial
instruments)

For the purpose of presenting consclidated fingncial statements, the
assets and labilities of the group’s foreign operations are translated
ot exchange rates prevailing on the balance sheet date Income and
expense items are translated at the average exchange rates for the
penod unless exchange rates fluctuate significantly duning that
pericd, In which case the exchange rates at the date of transactions
are used Exchange differences ansing, if any, are classified as equity
ond transferred to the group's translation reserve Such translation

differences cre recognised as income or as expenses in the penod in
which the operation 15 disposed of

Retirement benefit costs
Payments to defined contribution retirernent benefit schemes are
charged as an expense as they fall due

For defined benefit schemes, the cost of providing benefits is
determined vsing the Projected Unit Credit Method, with actuanal
valuations being carned cut at each balance sheet date Actuanal
gamns and losses are recogrused in full in the perniod in which they
occur They are recogmised outside of the iIncome statement and
presented 1n the statement of recognised income and expense

Past service cost 1s recognised immediately to the extent that

the benefits are already vested, and otherwise 1s amortised

on a straight-ine basis over the average penod until the benefits
become vested

The retirement benefit obligation recognised in the balance sheet
represents the present value of the delined benefit obligation as
adjusted for unrecogmsed past service cost, and as reduced by the
far value of scheme assets. Any asset resuling from this calculation 1s
imited to past service ¢ost, plus the present value of available
refunds and reductions in future contributions to the scheme

Taxation
The tax expense represents the sum of the tax currently payable and
deferred tox

The tax currently payable 1s based on taxable prefit for the financial
year Taxable profit differs from net profit as reported in the iIncome
statement because it excludes items of iIncome or expense that are
taxable or deductible in other financial years and it further excludes
itemns that are never taxable or deducuble The group’s icbility for
current tax 1s calculated using tax rates that have been enocted or
substantively enacted by the balance sheet date

Deferred tax i1s the tax expected o be payable or recoverable on
differences between the carrying amounts of assets and habiliies

in the financial statements and the corresponding tax bases used

in the computation of taxable profit, and 15 accounted for using

the balance sheet method Deferred tax llabiliies are generally
recognised for ofl toxable temporary differences and deferred tax
assets are recognised to the extent that it 1s probable that taxable
profits will be avalable against which deductible temporary
differences can be utihsed Such assets and habilities are not
recognised If the temporary difference anses from goodwill or from
the initial recognition (other than in a business combination} of other
assets and abibties in a transaction that affects neither the tax profit
nor the accounting profit
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2 Significant accounting policies continued

Deferred tax habilities are recognised for taxable temporary
differences ansing on investments in subsidianes and associates, and
interests In jotnt ventures, except where the group 1s able to control
the reversal of the temporary difference and 1t 1s probable that the
temporary difference will not reverse in the foreseeable future

The carrying amount of deferred tax assets 15 reviewed at each
balance sheet date and reduced to the extent that it1s no longer
probable that sufficient taxable profits will be available to allow ali
or part of the asset to be recovered

Deferred tax is calculated ot the tax rates that are expected to apply
in the penod when the hability 1s settled or the asset 1s realised
Deferred tax is charged or credited in the income staternant, except
when 1t relates to items charged or credited directly to eqguity, In
which case the deferred tax is clso dealt with in equity

Property, plant and equipment
Property, plent and equipment 1s carned at cost less accumulated
depreciation and any recognised impairment losses

Deprectation 1s charged so as to wite off the cost ar valuation of
assets, other than land and assets in course of construction, over
thetr estimated useful lives, using the straight-line method, on the
following bases

Freehold buldings ~ 50 years

Fixed equipment in freehold bulldings - 20 years
Leasehold improvements - the lease term
Fixtures, fittings and equipment -3to 20 years

The gam or loss ansing on the disposal or retirement of an asset 1s
determined as the difference between the sales proceeds and the
carrying emeunt of the asset and 1s recognised (in income

Intangible assets - software

Where computer software 1s not an integral part of a related item of
computer hardware, the software s classified as an intangible asset
The capitalised costs of software for internal use include external
direct costs of matenals and services consumed 1in developing or
obtaining the software and payroll and payroll-related costs for
employees who are directly assoctated with and who devote
substantial time to the project Capitahsation of these costs ceases
no later than the point at which the software 15 substantially
complete and ready for its Intended internal use These costs are
amortised over their expected useful Iives, which are reviewed annually

Impairrment of tangible and intangible assets

At each balance sheet date, the group reviews the carrying amounts
ofits tangible assets to determine whether there 1s any indication
that those assets have suffered an impairment loss If any such
indication exists, the recoverable amount of the asset I1s esumated in
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order to determine the extent of the imparment loss (if any) Where
the osset does not generate cash flows that are independent from
other ossets, the group estimates the recoverable amount of the
cash-generating unit to which the asset belongs

Recoverable amount (s the higher of fair value less costs to sell and
value in use In assessing value in use, the estimated future cash flows
are discounted to therr present value using @ pre-tax discount rate
that reflects current market assessments of the tme value of money
and the nsks specific to the asset for which the estimates of future
cash flows have not been adjusted

if the recoverable amount of an asset {or cash-generating unit} 1
estimated to be less than its carrying amount, the carrying amount
of the asset (or cash-generating unit) 1s reduced to 1ts recoverable
amount An impairment loss 1s recognised as an expense iImmediatety,
unless the relevant asset 15 carned at a revalued amount, in which
case the imparment loss 1s treated as a revaluation decrease

Where an impairment loss subsequently reverses, the carrying
amaount of the asset (or cash-generating unit) 1s Increased to the
revised estimate of 1ts recoverable amount, but so that the increased
carrying amgunt does not exceed the carrying amount that would
have been determined had no mpairment loss been recogmsed for
the asset {or cash-generating unit) n prior years A reversal of an
impairment lass 1s recognised as income immediately, unless the
relevant asset 1s carned at a revalued amount, In which case the
reversal of the impairment loss is trected as a revoluation increase

Inventories

Inventories are stated at the lower of cost and net realisable value
Cost compnses direct matenals and, where applicable, direct labour
costs and those overheads that have been incurred in bnnging the
inventories to their present location and conditien Cost 1s calculatea
using the first-in, first-cut cost formula Net realisable value represents
the estimoated selling price less all esbmated costs of completion and
costs to be incurred In marketing, selling and distnbution

Financial instruments

Financial assets and llabiliies are recognised on the group's
balence sheet when the group becomes a party to the contractual
provisions of the instrument

Trade receivables

Trade receivables are measured at initial recognition at fair value,

and are subsequently measured at amorused cost using the

effective interest rate method Approprnate allowances for estimated

wrecoverable amounts are recognised in the income statement when |
there 1s objective evidence that the asset s impared The allowance |
recognised 1s measured as the difference between the asset's carrying I
amount and the present value of estmated future cash flows |
discounted at the effective interest rate computed at nitial recogniion |




Cash and cash equivalents

Cash and cosh eguivalents compnse cash on hand and demand
deposits, and other short term highly kquid investments that are
reqdily convertible to a known amount of cash and are subject
to an insignificant nsk of change In value

Financtal habilities and equity

Financicl iabiliies and equity instruments are classified according

to the substance of the contractual arrangements entered into.

An equity Instrument Is any contract that evidences a residual interest
in the assets of the group after deducting all of its labilities

Bank borrowings

Interest-beanng benk loans and overdrafts are recorded at the
proceeds received, net of direct 1ssue costs. Finance charges,
including premiums payable on settlement or redemption and direct
Issue costs, are accounted for an an accrual basis to the income
staternent using effective interest method and are added to the
carrying amount of the instrument to the extent that they are not
settled n the penod in which they arse

Trade payables

Trade payables ore initiclly measured Gt fair value, and are
subsequently measured at amortised cost, using the effective interest
rate method

Equity instruments
Equity instruments 1ssued by the Company are recorded as the
proceeds are receved, net of direct 1ssue costs

Derivative financial instruments

The group uses dernvative financial instruments, prncipally forward
foreign currency contracts, to reduce its exposure 1© exchange rate
movements. The group does not hold or issue derivatives for
speculative or trading purposes

Changes in the farr values are recognised in the ncome statement
and this is likely to cause volatiity in situations where the carrying
value of the hedged item 1s either not adjusted to reflect fair value
changes ansing from the hedged risk or 1s so adjusted but that
adjustment is not recognised i the income statement Provided the
conditions specified by IAS 39 are met, hedge accounting may be
used to miigate this iIncome statement volatility

The Company expects that hedge accounting will not generally be
applied to transactional hedging relationships, such as hedges of
forecast or commutted transactions

Where the hedging relationship 1s classified as a cash flow hedge, to
the extent the hedge is effective, changes i the far value of the
hedging instrument will be recognised directly in equity rather than in
the income staternent When the hedged item I1s recognised in the
finanaial statements, the cccumulated gains and losses recognised in

equity will be either recycled to the income statement or, if the
hedged item results In a non-financial asset, will be recogrised
as adjustrnents to its imtial carmyng amount

Embedded dervatives

Dernvatives embedded in non-dernvative host contracts are
recognised separately as dervauve financial nstruments when their
nsks and charagtenistics are not closely related to those of the host
contract and the host contract i1s not stated at its fair value with
changes in its farr value recognised in the Income statement

Provisions

Provisions are recogmsed when the group has a present obligauon
as a result of a past event, and 1t 1s prabable that the group will be
required to settle that obligation Provisions are measured at the
directors’ best estimate of the expenditure required to settle the
obligation at the balance sheet date, and are discounted to present
value where the effect 1s matenal

Share-based payments

The group 1ssues cash-settled and equity-settled share-based
payments to certain employees Equity-settled share-based
payments are measured at farr value ot the date of gront The far
value determined at the grant date of the equity-settled share-based
payments 1s expensed on a straight-line basis over the vesting penod,
based on the group’s estimate of shares that will eventually vest and
adjusted for the effect of non market-based vesting conditions

Fair volue 1s measured by use of the valuation technigue considered
to be most appropnate for each class of oward, including Black-
Scholes calculations and Monte Carlo simulations The expected Iife
used in the formula 1s adjustad, based on management’s best
estimate, for the effects of non-transferability, exercise restnictions,
and behavioural considerations

For cash-settled share-based payments, a lability equal to the
portion of the goads or services receved 15 recogrised at the current
far value determined at each bolance sheet date

The group also provides employees with the ability to purchose the
group’s ordinary shares at 80 per cent of the current market value
within an approved Save As You Earn scheme The group records
an expense based on its estimate of the 20 per cent discount
related to shares expecied to vest on a straight-line basis over the
vesting pencd

3 Cntical accounting jJudgements and key sources of estimation
uncertainty

In the process of applying the group’s accounting policies, which
are descnbed in note 2, management has made the following
Judgements that have the most significant effect on the amaounts
recogmised in the financial statements
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The key assumptions concerning the future, and other key sources
of estimation uncertainty at the balance sheet date, that have a
significant nsk of causing @ matenal adjustment to the carrying
amounts of assets and licbihties within the next financial year, are
discussed below

Inventory provisions

The Company reviews the market value of and demand for its
inventory cn o penodic basis to ensure recorded inventory 1s stated
at the lower of cost or net realisable value In assessing the ultimate
realisation of inventones, the Company 1s required to make
Judgements as to future demand requirements and compare these
with the current or commitied inventory levels Faciors that could
impact estimated demand and selling pnces are the timing and
success of seasonal clothing ranges

Retirement benefits

Retirement benefits are accounted for under 1AS 19 ‘Employee
Benefits’ For defined benefit plans, obligations are measured at
discounted present value whilst plan assets are recorded at farr value

Becouse of changing market and economic conditions, the expenses
and labtities actually ansing under the plans in the future may differ
matenally from the estimates made on the basis of these actuanal
assumptions The plan assets are portially comprsed of equity and
fixed-income instruments Therefore, declining returns on equity
markets and markets for fixed-income mstruments could necessitate
additional contrnibuticns to the plans in order to cover future pension
obligations Also, higher or lower withdrowal rates or longer or
shorter life of participants mey have an impact on the amount

of pension income or expense recorded In the future

The interest rate used to discount post-employment benefit
obligations to present value 1s denved from the yields of semor, high-
quality corporate bonds at the balance sheet date These generally
include AA-rated secunties The discount rate 15 based on the yield
of a portfolio of bonds whose weighted residual matunties
approximately correspond to the durgtion necessary to cover the
entire benefit obligation

Pension and other post-retirement benefits are inherently long term,
and future expenence may differ from the actuanal assumptions
used to determine the net charge for ‘pension and other post-
retirement charges’ Note 31 to the consolidated financial statements
describes the principal discount rate, earntings increase, and pension
retirement benefit obhigation assurnptions that have been used 1o
determine the pension and post-retirement charges in accordance
with |AS 19 The calculation of any charge relatng to retirement
benefits 1s clearly dependent on the assumptions used, which reflects
the exercise of judgement The assumptions adopted are based on
prior expenence, market conditions and the adwice of plan actuanes
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At 31 March 2007, the group’s penston asset was £2 0 million,
compared with a group pension lability of £17 5 million @s at
1 April 2006

Further details of the accounting policy on retirement benefits are
provided n note 2

Impairment of stores’ property, plant and equipment

Stores’ property, plant and equipment are reviewed for impairment
on a penod:ic basis, and whenever events or changes in arcumstances
incicate that the related carrying amounts moy not be recoverable
Such circumstances or events could include a pattern of losses
involving the fixed asset, a decline in the market value for a
particular store asset, and an adverse change in the business or
market in which the store asset 1s involved Determining whether an
impairment has occurred typically requires vanous estmates and
ossumptions, including determining what cash flow 1s directly related
to the potentally impaired asset, the useful life over which cash flows
will oceur, their amount and the asset’s residual value, if any
Esumnates of future cash flows and the selection of oppropriate
discount rates relating to particular assets or groups of assets involve
the exercise of a significant amount of judgement

Further details of the accounting pelicy on the impairment of stores”
property, plant and equipment are provided in note 2




4 Revenue
An analysis of the group’s revenue, all of which relates to continuing operations, 1s as follows

52 weeks 53 weeks

ended ended

31 March 1 April

2007 2006

restoted

{note 2)

£ milion £ milhon

Revenue - sales of goods 4985 4827
Investment iIncome 17 18
Total revenue 5002 4845

5 Segmental information

For monagement purposes, the group s currently organised into two operating segments Mothercare UK ang Internotional Mothercare UK
comprises the UK store operotions, catalogue and web sales The International business comprises the group's franchise cperations outside
of the UK These two segments are distinguished by the different noture of their nsks and returns [t 1s considered that there are no secondary
segments as all business originates in the UX

Segmental information about the Mothercare UK and International businesses Is presented below
52 weeks ended 31 March 2007

Unaliocated
corporate
Moth UK Intemational exp Consalidatad
£ million £ millon £ million £ million
Revenue
External sales 4114 871 - 4985
Result
Segment result {underlying) 193 81 (64) 210
1AS 39 adjustment (13} - - (1.3)
Exceptionat items {note &) {2 4) - - (24)
Profit from operations 156 81 (6 4) 173
Investment income 17
Finance costs 01}
Profit before taxation 189
Taxction (44)
Profit for the penod 145
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5 Segmental information continued
53 weeks ended 1 Apnl 2006

restated (note 2)

Unallocated
corporte
Mothercare UK Internaticnal expenses  Consoldated
£ milion £ mithon £ rmillion £ milkon
Revenue
External sales 4144 681 - 4827
Result
Segment result {underlying) 209 53 {67) 195
IAS 39 adjustment 03 - - 03
Exceptional tems (note 6) 29 - - 29
Profit from operations 241 53 {67) 227
Investment income 18
Finance costs 03
Profit before taxation 242
Toxation 67
Profit for the perod 175

Corporate expenses not alleccated to UK or International represent head office costs, board and senior management costs, insurance, annyal

and interim reporiing costs and audit and professional fees
52 weeks ended 31 March 2007

Mothercare UK International  Consolidated

£ million £ million £ milllen
Other information
Capital additicns 185 - 185
Depreciation and amortisation 139 - 139
Balance sheet
Assets
Segment assets 1637 232 1869
Unallocated corporate assets 401
Consoldated total assets 2270
Liabilities
Segment llabilities 684 76 760
Unallocated corporate habilities -
Consolidated total habilities 760
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53 weeks ended 1 April 2006

Mothercare UK International  Consolidated

£ million ¢ milion £ million
Other information
Capital oddittons 167 - 167
Depreciation and amortisation 128 - 128
Balance sheet
Assets
Segment assets 1591 199 1790
Unallocated corporate assets 359
Consclidated total assets 2149
Liabilities
Segment liabilities 765 &7 832
Unallocated corporate labilities -
Consolidated total habilities 832

Corporate assets not allocated to UK or International represent cash at bank and i hand

6 Exceptional items
Due to thexr significance and one-off nature, certain items have been classified as exceptional, such as distnbution reorganisation costs,
restructunng costs and profits on the disposal of property interests

52 weeks 53 weeks

ended ended

31 March 1 Apni

2007 2006

£ million £ million

Reorganisation of Direct distnbution centre (05) -
UK central and sourcing restructure (21) -
Profit on disposal of property interests 02 29
Excepticnal items (2 4) 29

Reorganisation of Direct distnbution centre

During the 52 weeks ended 31 March 2007, costs of £0 5 million were charged to gross profit to provide for the direct revenue costs
associated with the reorganisatien of distrbution as a result of the move to a new Direct distnbution centre The tax effect of this charge
to gross profit was a crect of £0 1 midlion

UK central and sourcing restructure

Dunng the 52 weeks ended 31 March 2007, costs of £2 1 million were charged to administrative expenses relating to a restructure of the UK
head office in Watiord and the closure of the group’s sourcing facility in Manchester, the expansion of the sourcing office in India and the
opening of a new sourcing office In China The tax effect of this charge to gross profit was a credit of £0 6 millon

Profit on disposal of property interests
Dunng the 52 weeks ended 31 March 2007, a net credit of £0 2 million has been recognised in profit from operations relating to the disposal
of leosehold interests in closed stores

Dunng the 53 weeks ended 1 April 2004, a net credit of £2 9 mullon was recognised in profit from operations relating to the disposal of
freehold cnd leasehold property interests in closed stores

The tax effect of the profit on disposal of property interests in the 52 weeks ended 31 March 2007, was a credit of £03 milien The tax effect
in the 53 weeks ended 1 Apnl 2006 was £nil, due to the availability of capital losses brought forward from earlier penods
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7 Profit from retail operations
Profit from retail operations has been armved at after charging

52 weoeks 53 weeks

ended ended

31 March 1 Apnl

2007 2006

restated

(note 2)

£ million £ milhon

Cost of inventories recognised as an expense 2568 2453

Depreciation of property, plant and equipment 124 121

Amortisation of mtangible assets - softwore i3 07

Net rent of properties 514 5046

Hire of plant and equipment 13 15
Staff costs {iIncluding directors)

Wages and salanes (including bonuses) 541 547

Social secunty costs 35 %4

Pension costs (see note 31} 12 28

An analysis of the average monthly number of full and part-ume employees throughout the group, all of whom are employed in the United
Kingdom, including executive directors, 15 as follows

52 weeks 53 weeks

ended ended

31 March 1 Apnl

2007 2006

number numer

Number of employees 5,563 5,255
Full imme equivalents 3,149 3,174

Details of directors’ emoluments, share options and beneficial interests are provided within the remuneration report an pages 28 to 35

For the 52 weeks ended 31 March 2007, profit from retail operations is stated after charging a net loss of £1 3 million {2006 net gain of
£03 million) to cost of sales as a result of the group’s decision not to adopt hedge accounting under I1AS 39

The analysis of auditers’ remunergtion is as follows

52 woeks 53 weeks

ended ended

31 Mareh 1 Apnil

2007 2006

£ million £ mithion

Fees poyable to the Company’s auditors for the audit of the Company’s annual occounts 01 01
Fees payable o the Company’s auditors for other services

The audn of the Company’s subsidianes pursuant to legislation 02 02

Total audit fees 03 03

Cther services pursuant to legislation 02 -

Tax services 01 01

Corporate finance services 02 -

Total non-audit fees 05 g1

Cther senices pursuant to legislation relates to shareholder prospectus and circular work in connection with the proposed acquisition of
Chelsea Stores Holdings Lirited (CSHL)

The nature of tax services comprises corporauon tax advice and compliance services
Corporate finance services relates to work in connection with the proposed acguisition of CSHL

Fees payabtle to Deloiite & Touche LLP and their associates for non-audit services to the Company are not required o be disclosed because
the consolidated financial statements are required to disclose such fees on a consolidated basis.

The policy for the approval of non-audtt fees, together with an explanation of the services prowided, 1s set out on page 26
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8 Investment income

52 weeks 53 weeks
ended ended
31 March 1 Apnil
2007 2006
restated
{note 2)
£ milion £ million
Interest on bank deposits 17 18
lnvestment income 17 18
¢ Finance costs
52 weeks 53 weeks
ended ended
31 March 1 Apnl
2007 2004
restated
{note 2)
£ million £ milion
Interest on bank loans and overdrofts 01 03
finance costs 01 03
10 Taxation
The charge for taxation on profit for the penod comprises
52 weeks 53 weeks
ended ended
31 March 1 Apnl
2007 2004
£ million £ milhon
Current tox:
Current year 0é 05
Adjustment in respect of prior penods - 04
0é 09
Deferred tax (see note 14)
Current year 54 58
Adjustment in respect of prior penods (16) -
58 58
Charge for taxation on profit for the pencd 44 &7
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10 Taxation continued
UK corporation tax Is calculated at 30 per cent (2006 30 per cent) of the estimated assessable profit for the pencd

The charge for the penod can be reconciled to the profit for the penod before taxation per the consolidated ncome statement as follows

52 weeks 53 weeks

ended ended

31 March 1 Apnil

2007 2006

£ rmillion £ milhon

Profit for the penod before taxation 189 242

Profit for the penod before taxation multiplied by the standard rate of corporation tax in the UK of 30% (2006 30%) 56 73
Effects of

Expenses not deducuble for tax purposes 03 0é

Utiisation of tox losses not previously recognised - {03)

Utihsation of tax losses not previously recognised against capital gans (04) @9

Adjustment in respect of prior penods (16} -

Charge for taxation on profit for the penod 44 67

In addition to the amount charged to the income statement, deferred tax relaiing to share-based payment arrangements amounting
to £0 2 milhon (2006 £07 millon) has been credited directly to eguity Deferred tax relating to retirement benefit obligations amounting
to £4 ¢ million (2006 £nil) has also been debited directly to equity

11 Dividends
52 weeks 53 weaoks
ended ended
31 March 1 April
2007 2006
£ mallion £ million
Amounts recognised as distnbutions to eguity holders in the perod
Final dmdend for the 53 weeks ended 1 Apnl 2004 of 6 15p per share
(20054 final dwvidend for the 52 weeks ended 26 March 2005 of 5 3p per share) 43 36
Intenm dividend for the 52 weeks ended 31 March 2007 of 330p per share
(2006 intenm dwidend for the 53 weeks ended 1 Apnl 2006 of 2 85p per share) 23 19
66 55

The proposed final dwidend of 6 70p per shore for the 52 weeks ended 31 March 2007 was approved by the board after 31 March 2007, on
24 May 2007, and so, In ine wath the requirements of 1AS 10 ‘Events After the Balance Sheet Date’, the related cost of £49 million has not been
Included as a lkability as at 31 March 2007 This dividend will be paid on 10 August 2007 to shareholders on the register on 8 June 2007
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12 Earneings per share

52 weeks 53 weeks

ended ended

31 March 1 April

2007 2006

million million

Weighted average number of shares in issue 694 485
Dilution - option schemes 15 15
Diluted weighted average number of shares in issue 709 700
£ million £ milhon

Earnings for bhasic and diluted earnings per share 145 175
I1AS 3% ad;ustment 13 {03)
Excepuonal items (note 6) 24 (29)
Tax effect of above items (14) 02
Underlying eamings 148 145
pence pence

Basic earnings per share 209 255
Basic underlying earnings per share 242 212
Diuted earnings per share 205 250
Diluted underlying earnings per share 237 207

13 Subsidianes

A st of the group’s significant investments in subsidianes, all of which are wholiy owned, including the name and country of incorporation i1s
gwven in nate 4 to the Company financia! statements All subsidiaries are included in the consolidation
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14 Property, plant and equipment
Praperues ncduding

fixed equpment
Fuxtures, Assets in
fitungs course of

Freehold Leasehotd equipment construction Total

£ million £ rnilhion £ milhon £ milbon £ millon
Cost
As at 26 March 2005 185 1050 1483 20 2738
Transfers - - 20 (20) -
Addiions - 26 101 20 147
Disposals @n (1 4) (19 - (60)
As ¢t 1 Apnl 2006 158 1062 1585 20 2825
Transiers - - 20 (20) -
Additions - 28 12 20 160
Disposals - (16) (38) - (54)
As at 31 March 2007 158 107 4 1479 20 2931
Accumulated depreciation ond impairment
As at 26 March 2005 20 666 1209 - 1895
Charge for year 01 48 72 - 121
Disposals - 02) (26) - (28)
As at 1 Apnl 2006 21 7z 1255 - 1988
Charge for year 01 48 77 - 1264
Oisposals - 09N (28) - 37)
As at 31 March 2007 22 751 1304 - 2077
Net book value
As at 26 March 2005 165 384 274 20 843
As at 1 April 2006 137 350 330 20 837
As at 31 March 2007 136 323 375 20 854

The net book value of leasehold properties includes £32 1 million (2006 £34 8 milison} in respect of short leasehold properties

At 31 March 2007, the group had entered into controctual commitments for the acguisition of property, plant and equipment amounting to
£3 5 milion (2006 £6 4 million)
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15 Intangible assets - software

Tetal
£ milion
Cost
As at 26 March 2005 29
Additions 20
As at 1 Apnt 20056 49
Additions 25
As at 31 March 2007 74
Accumulated deprecigtion
As at 26 March 2005 02
Charge for yeor 07
As at 1 April 2006 o9
Charge for year 13
As at 31 March 2007 22
Net book value
As at 26 March 2005 27
As at 1 April 2006 40
As at 31 March 2007 52
16 Deferred tax asset
The following are the major deferred tax abilities and assets recogrised by the group and movements thereon in the current and prior
reporting period
Accelerated Short term Retirement Share
1ax tming benefit based Tax
depreciation differences obligatons payment losses Total
£ rmillion £ million £ million £ millon £ milhon £ mihon
At 26 March 2005 (47 39 &7 09 68 136
Charge to income (16) (18] (19) (03%) (15) {(58)
Charge to equity - - - a7 - 07
At 1 Apnl 2006 (63) 30 52 13 53 85
Charge to Income (02) an 06 09 {14) (36)
Charge to equity - - (49 02 - (47)
At 31 March 2007 (65) 13 09 0é 39 02

Certain deferred tax assets and llabilities have been offset The fallowing is the analysis of the deferred tax balances (after ofiset) for financial
reporling purposes

51 March 1 Apnl

2007 2006

£ milion £ million

Deferred tax assets 73 148
Deferred tax icbilities (71) (6 3)
0z 85

At the balance sheet date, the group hos unused tax losses of £12 ¢ million (2006 £17 7 million) available for offset against future profits
A deferred tax asset of £3 ¢ million {2006 £53 millkon} has been recognised in respect of £129 million (2006 £17 7 million} of such losses
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Notes to the consolidated financial statements continued

17 Inventones

31 March 1 Apnf

2007 2006

£ mullion £ million

Finished goods and goods for resale 518 508
18 Trade and other recevables

31 March 1 Apnil

2007 2004

£ milhon £ millon

Trade recevables 205 145

Prepayments and accrued income 162 143

Cther debtors 56 30

Currency denvative assets - 02

423 320

The average credit period taken on sales of goods I1s 15 days No interest 1s charged on trade receivables, however, the nght to charge
interest on outstanding balances 1s retained An allowance has been made for estimated irrecoverable amounts from the sale of goods
of £0 6 milion (2006 £0 6 million)

The directors consider that the carrying amount of trade and other recevables approximates thewr fair value

19 Cash and cash equivalents
Cash ond cash equivalents compnse cash held by the group and short term bank deposits with an onginal matunity of three months or less
The carrying amount of these assets approximates thewr fair vaiue

20 Credit nsk
The group’s principal financial assets are cash and cash equivalents and trade and other receivables

The group's credit risk 1s prmanly attributable to its trade receivables The amounts presented In the balance sheet Gre net of allowance for
doubtful recevables An allowance for impairment 1s macde where there 1s an identified loss event which, based on previous experience, Is
evidence of a reduction in the recoverability of the cash flows

The credit nsk on hguid funds and dervative financial instruments 1s imited because the counterpariies are banks with hugh credit ratings
assigned by international credit rating agencies.

The group has no significant concentration of credit nsk, with exposure spread over o large number of counterparties and customers

21 Bomrowing facilittes
The group had no outstanding borrowings as at 31 March 2007 ond 1 April 2006

Qverdraft
The group has an overdraft facility of £10 millon which bears interest at 1 00 per cent above bank base rates None of this facility was drawn
down at 31 March 2007

Committed borrowing focliies

The group had £15 millon of committed borrowing facilhities available at 31 March 2007 in respect of which all conditions precedent have
been met The final matunty date of this facility 1s 30 November 2008 None of ths facility was drawn down at 31 March 2007 If the facility
were to be drawn upon it would bear interest at 065 per cent above LIBOR
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22 Denvative financia!l instruments
Forward foreign exchange contracts

The group uses forward foreign currency contracts to reduce its exposure to exchange rate movements, pnmarly on the US doliar The group
does not hold dernvatives for speculative or trading purposes, however, the group has not hedge accounted for s forward foreign currency
contracts under the requirements of IAS 39 Therefore, from 27 March 2005 onwards, derivative financial instruments have been recognised as

assets and liabilitres measured ot therr farr values at the balance sheet date and changes in therr fair values have been recognised in the
income statement

These arrangements are designed o oddress significant exchange exposures on forecast future purchases of goods for the followng year
and are renewed on a revolving basis as required

Embedded denvatives

Dervotives embedded in non-dervative host contracts hove been recognised separately as denvative financial instruments when their nsks
and charactenstics are not closely related to those of the host contract and the host contract 1s not stated at its farr value with changes inits

fair value recognised in the income statement

The total amounts of outstanding forward foresgn currency contracts to which the group has committed 1s as follows

31 March 1 Apnl
2007 2004
£ million £ mifion
At notional value 443 223
At fair value 06) 02

Faoir value of forward fareign currency contracts
Included in trade and other recevables - 02
Included in trode and other payables (06) -
(04) 02

Fair value of embedded denvatives

Included in trade and other recevables - -
included in trade and other payables 21 -
01 -
Currency denvative assets - 02
Currency denvative habilities (05) -
{05) 02

Treasury policy and financial nsk management
The board approves treasury polcies and semor management directly controls day-to-day operations within these policies The major

finoncial nsks to which the group 1s exposed relate 1o movements in exchange rates and interest rates. Where appropnate, cost effective and

practicable the group uses financial instruments and dervatives io manage these nsks No speculative use of denvatives, currency or other
instruments is permitted

Foreign currency nsk
All export sales to franchise operations are invoiced in sterling Export sales represent approximately 17 per cent of group sales. The group
therefore has no currency exposure on these sales

The group purchases product in foreign currency, representing epproximately 15 per cent of purchases The group policy 1s thot all maternal
exposures are hedged by using forward currency contracts

Currency analysis of fixed assets
The group’s net assets of £151 0 rillon (2006 £131 7 million} are all denominated in sterling except for £0 6 milkon (2006 £1 2 million)
denominated in US dollars.
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Notes to the consolidated financial statements continued

23 Trade and other payables

31 March 1 Apnl
2007 2008
£ million € milllon
Current Iiabilities

Trade payables 278 276
Payroll and other taxes including social secunty 24 17
Accruals and deferred income 255 211
Currency denvative habilibies 05 -
Lease incentives 14 09
574 513

Non-current lilabilities
Lease incentives 148 89

Trade payables and accruals pnncipally compnse amounts outstanding for trade purcheses and ongoing costs The average credit penod

taken for trade purchases is 40 days

The directors consider that the carrying amount of trade payables approximates to therr farr value

24 Provisions

31 March 1 April
2007 2006
£ million £ milion
Current labilities

Property provisions 02 09
Distnbution provisions 07 25
Restructuning prowisions 14 -
Other provisions 04 03
Short term provisions 29 37

Non-current llabiities
Property provisions 01 01
Distrtbution prowvisions - 05
Restructunng provisions - -
Other provisions 04 03
Long term provisions 0s 09
Property provisions Q3 10
Bistrbution prowisions Q7 30
Restructuring provisions 14 -
Other provisions )] 06
Total provisions 34 46

58 Mothercare plc Annual repont and accounts 2007




The movement on total prowsions 15 as follows

Property Distnbuvon Restructunng Other Total

provisions Rrowisicns ProvIsicns prowvisions provisions

£ million £ milbon £ mitlion £ milion £ milhon

Balance at 1 Apnl 2006 10 30 - 06 44
Utilised n year Q7N (23} (06 {03) 39

Charged in year - - 22 05 27

Balance at 31 March 2007 03 o7 14 08 34

Property provtsions principally represent the costs of store disposals The ttming of the unlisation of these provisions 1s vanable dependent

upoen the lease expiry dates of the properties concerned

Distnbution provisions princaipally represent the costs of the reorganisation of distribution network, of which the main components relote to lease
provisions on vacant property and start up costs It 1s expected that ¢ll of the distribution provisions will be utihsed by March 2008

Restructunng provisions prncipally represent employee and other costs associated with the closure of the group’s sourcing facility in
Manchester and a restructure of the UK head office It 1s expected that all of the restructuring prowisions wali be utilised by March 2008

Other provisions prncipally represent provisions for uninsured losses, hence the timing of the utihsation of these provisions 1s uncertain

25 Called up share capital

52 weeks 53 weeks 52 weeoks 53 weeks
ended ended anded encted
31 March 1 Apni 31 March 1 Apnl
2007 2006 2007 2004
number of number of
shares shares £ milion £ million
Authonsed
Qrdinary shares of 50p each
Balance at beginning and end of year 95,767,413 95,747,413 479 479
Allotted, called up and fully paid
Ordinary shares of 50p each
Balance at beginning of year 72,665549 71,615,737 353 358
Issued under the Mothercare 2000 Executive Share Option Plan 143,624 1,043,707 01 as
Issued under the Mothercare Sharesave Scheme 508,732 6,105 02 -
Balance ot end of year 73,317905 72,665,549 386 343

Further details of employee and executive share schemes are given in note 30
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24 Reserves
Shore

premium Own Retained

account shores eamings

£ millicn £ milion £ mihen
As at 26 March 2005 13 {55) 874
IAS 39 transiion balance sheet adjustments - - o1
IAS 39 transfers to income/{expense) - - 01
Premium ansing on 1ssue of equity shares 09 - -
Actuanal {losses) on retrement benefit cbhgations - - {08)
Credit 10 equity for share-based poyments - - 05
Purchase of own shares - (11} -
Shares transferred to employees on vesting - 01 {01)
Tox on items taken directly to equity - - 07
Dwidends paid - - {55}
Net profit for the financial year - - 175
As at 1 April 2006 22 (65} 997
Premium arising on 1ssue of equity shares 09 - -
Actuanal geins on retirement benefit oblkgations - - 161
Credtt 10 equity for share-based payments - - 1i
Purchase of own shares - (2 3) -
Shares transferred to employees on vesting - 14 {14)
Tax on items taken directly to equity - - {47)
Dmdends paid - - (68)
Net profit for the financial year - - 145
As at 31 March 2007 31 {74) 187

The own shares reserve represents the cost of shares in Mothercare plc purchased in the market and held by The Mothercare Employee Trust
to satisfy options under the group’s share option schemes (see note 30) The total shareholding 1s 3,288,773 (2006 3,644,155) with & market

value at 31 March 2007 of £13,385,306
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27 Reconaliation of cash flow from operating activities

52 weeks 53 weeks
ended ended
31 March 1 April
2007 2006
restated
{note 2)
£ million £ million
Profit from retail operations 171 i?78
Adjustments for
Cepreciction of property, plant and equipment 126 121
Amortisation of intongible assets - software 13 07
Losses on disposal of property, plant and equipment 02 03
Lossf{gain) on currency denvatives 07 (02)
Cost of employee share schemes 11 05
Movement In provision for costs of reorganisation of distnbution network (2.3) (2 6)
Movement In preperty provisions (07) (05S)
Moverent in restructuring provisions 14 -
Movement in ather provisions 02 04
Amortisation of lease incentives {14) (10)
Lease incentives received 78 23
Payments to retirement benefit schemes {4 5) (85)
Charge to profit from operations in respect of service costs of retirement benefit schemes 12 28
Operating cash flow before movement in working capital 349 253
Increase in Inveniornes {10 (40
Increase in recevables (105) (30)
Increase/(decrease} in payables 55 (50)
Cash generated from operations 289 133
Income taxes paid (14) -
Net cash flow from operating activities 275 133
28 Analysis of cash and cash equivalents
31 Merch 1 Apnl
2007 2006
£ million £ mithen
Cash at bank and in hand 401 35¢
Cash and cash equivalents 401 359
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Notes to the consolidated financial statements continued

29 Operating lease arrangements
The group as lessee

52 woeks 53 weeks

ended ended

31 March 1 April

2007 2006

£ milllon £ millon

Amounts recogrised in cost of soles for the period

Minimum lease payments paid 530 518
Contingent rents 07 10
Minimum sublease payments received (07} @5
Net rent expense for the period 530 521

Conungent rents relates to store properties where an element of the rent payable 15 determined with reference to stare turnover

At the balance sheet date, the group had outstanding commitments for future minkmum lease payments under non-cancetlable operating

leases, which fall due as follows

31 March 1 Apnl

2007 2006

£ million £ million

Within one year 5764 560
In the second to fifth years inclusive 1959 195 4
After five years 3259 3124
Total future minimum lease payments 5804 5648

At the balance sheet date, the group had total future minimum sublease payments expected to be received under non-cancellable

operating subleases of £13 0 million (2006 £6 7 million)

30 Share-based payments

An expense I1s recognmsed for share-based payments based on the fair value of the awards at the date of grant, the esumated number of

shares that will vest and the vesting penod of each award
The charge for share-based payments under IFRS 1s £1 3 milion (2006 £0 5 mullion) across the followang schemes

A Equity incentive awards

B Long term incentive plen and share matching scheme
C Executive shore option scheme

O Save As You Earn schemes

Dezails of the share schemes that the group operates are provided in the directors’ remuneration report an pages 28 to 35

For each scheme, expected volatility was determined with reference to the 90-day volatility of the group’s share pnce over the previous three
years The expected ife used in each model hos been adjusted, based on management’s best estimate, for the effects of non-transferability,

exercise restrictions and behavioural considerations

A Equity incentive owards
The number of shares outstanding under the chairman’s equity incentive award 1s as follows

52 weeks 53 weeks

ended ended

31 March 1 Apnl

2007 2006

Numbet Number

of shares of shares

Balance at beginning of year - 31,898
Vested dunng year - (31,898}

Balance at end of year -
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The number of shares outstanding under the chief executive’s equity incentive award is as follows

52 weoks 53 weeks

ended ended

31 March 1 Aprit

2007 2006

Number Number

of shares of shares

Balance at beginning of year 300,000 375,000
Vested dunng year {55,000} (75,000)
Lapsed dunng year (200,000} -
Balance at end of year 45,000 306,000

The fair value of each market based condiion of the chief executive’s equity incentive award 15 calculated using a binomial model with the
following assumptions

Decembier
Grant date 2002
Share price at award date 104p
Expected volatility 200%
Risk free rate 475%
Expected dmdend yield 300%
Time to expiry 5 years
Number of shares owarded 100,000 100,000 100,000
Share price condition 200p 300p 400p
For value 2616p 1535p 509p
B Eguity awards under the long term incentive plan and the share matching scheme
The number of shares outstanding under the long term incentive plan and the share matching scheme 1s as follows
52 weeks 53 weeks
ended ended
31 March 1 Apnl
2007 2006
Number Number
of shares of shares
Balance at beginning of year 1531343 1,655794
Awarded dunng year - 362,067
Lapsed during year (99,225) (486,518)
Vested dunng year (893,075) -
Balance at end of year 539,043 1,531,343

The farr value of the long term incentive plan and the share matching scheme awards 1s calculated using a Monte Caro model to determine
the present economic value, with the following assumptions

June June Ocwober Juby
Grant date 2005 2004 2003 2003
Number of shares awarded 362,067 512,156 108,736 1,157,915
Share price at award date 292p 340p 277p 162p
Expected volatility 300% 300% 400% 400%
Expected dwdend yield 300% 300% 2 60% 2 60%
Time to expiry 325years 325years 325years 325 vyears
Correlation to comparators 150% 150% 150% 150%
TSR element fair volue 151p 185p 155p 90p
EPS element fair value 186p 232p 186p 108p

Under IFRS 2, the fair value of the EPS element of the award 15 colculated assurming that the TSR of the Company will be at least median
within the comparator group
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30 Share-based payments continued
C. Executive share option scheme

Share options may be granted 1o executives and senior managers at a pnice equal to the average quoted market price of the group’s shares
on the date of grant The options vest after three years, conditional on the group’s share pnce exceeding 3 per cent per annum compound
growth over the vesting perod If the cptions remain unexercised after a period of ten years from the date of grant, they expire Furthermore,

options are forfeited If the employee leaves the group before the options vest

The number of options outstanding under the executive share option scheme 1s as follows

52 weeks 53 weeks

ended ended

Weighted 31 March 1 April

average 2007 2004

exercise Number Number

price of shares of shares

Balance at beginning of year 245p 1,054,013 2,003,493
Granted durning year - - 205,000
Forfeited dunng year 285p {46,993) (110,773)
Exercised during year 275p  (138,624) (1,043,707)
Expired during yecr - - -
Balance at end of year 238p 868,594 1,054,013

The weighted average share price ai the date of exercise for share options exercised during the period was 367p The options outstanding

at 31 March 2007 had o weighted average remaining contractual life of 65 years

The fair value of executive share options granted dunng the year Is calculoted based on a Black-Scholes model with the following
assumptions

June November lure March January December
Grant date 2005 2004 2004 2003 2003 2002
Number of options granted 205,000 20,000 465,000 402,011 275,863 312,500
Share pnce at gront date 284p 29%p 335p %p 87p 104p
Exercise price 284p 299p 335p 9P 87p 104p
Expected volatility 250% 19 0% 18 0% 410% 560% 67 0%
Risk free rate 475% 475% 425% 375% 4 00% 400%
Expected dvidend yield 2 60% 2 60% 260% 190% 190% 190%
Time to expiry 325years 325years 32byears 325years 325years 3125 years
Farr value of option 54 3p 461p 47 2p 290p 333p 461p

D Sove As You Earn schemes

The employee Save As You Earn schemes are open to olt employees and provide for a purchase price equal to the dailly averoge market

price on the date of grant, less 20 per cent

The shares can be purchased dunng a two-week period each year and are placed in the employee Save As You Earn trust for a three-year

penod

The number of shares outstanding under the Save As You Earn schemes i1s as follows
52 weeks 53 weeks
ended ended
Wesghted 31 March 1 Apnl
average 2007 2006
exercise Number Number
price of shares of shares
Balonce at beginning of year 205p 938,445 496,947
Granted during yeor - - 373,584
Forfeited dunng year 237p {92,113) (125,941)
Exercised during year 1550 {503,732) {6,105)
Expired dunng year - - -
Balance at end of year 270p 342,620 938,445

The shares outstending at 31 March 2007 had a weighted average remaining contractual ife of 2 1 years.
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The fair value of Save As You Earn share options s calculated based on a Black-Scholes model with the following assumptions

Novemnber August
Gront date 2005 2003
Nurmber of options granted 373,584 774,364
Share pnce at grant date 2820 185p
Exercise price 282p 155p
Expected volotility 250% 48 0%
Risk free rate 4 50% 350%
Expected dmdend yield 2460% 190%
Time to expiry 325years 325years
Fair value of option 530p 513p

E Executive Incentive Plan

The Executive Incentive Plan is a conditional award based on surplus value created over a three-year performance penod The surplus vatue
15 calculated as the difference between the total shareholder return of Mothercare and ihat of the FTSE All-Share General Retailers Index,
multiphed by Mothercare’s market capiiahsatron The remuneration committee has the discretion 1o allow 50 per cent of the award to be paid
in shares and deferred for one year For accounting purposes It Is assumed that the remuneration committee will exercise this discretion, so
the cost of the equity-settled half of the award is now fixed at the grant date The cosh-settled half of the award will be fair valued each year
and a true-up adjustment made

The fair value of the plan award s calculated using © binomial model with the following assumptions

July
Grant date 2006
Market capitalisaton at oward date £2618m
Expected Mothercare share price volatlity 300%
Expected Index volatiity 150%
Risk free rate 490%
Correlation between Mothercare and the index 350%
Time to expiry 3 years
Fair value at grant date £131m
Fair value at 31 March 2007 £151m
F Performance Share Plan
The Performance Share Plan 15 a conditional award of shares based on the expected growth in Mothercare’s profit before taxation over
three years The number of shares outstanding under the Performance Share Plan 15 as follows
52 weeks 53 weeks
ended ended
31 March 1Apnd
2007 2006
Number Number
of shares of shares

Balance at beginning of year - -
Awarded during year 667,345 -
Lapsed durning yeor (40,172) -
Vested dunng year - -

Balance at end of year 627,173 -

The fair value of the plan award 15 calculated based on Mothercare’s estimate of future profit growth As at 31 March 2007, the level of vesting
1s assumed to be 80 per cent,

December Julby
Grant date 2006 2006
Nurnber of shares awarded 15,051 652,294
Share price at date of grant 374p 343p
Exercise price il il
Time 1o expiry 3 years 3 years
Foir value per share 19%p 274p

Mothercare plc Annual report and accounts 2007 65




Notes to the consolidated financial statements continued

31 Reurement benefit schemes
The group has operated two defined benefit pension schemes for its employees duning the vear

On 28 March 2004, the final salory scheme was closed to new entrants and a ‘career average’ scheme was introduced to replace 1t Existing
members were asked to either increase their contnbutions from an average of 4 8 per cent to an avercge of 6 8 per cent or accrue future

benefits on a ‘career average’ basis

For the protection of members’ interests, the group has appointed three trustees, two of whom are independent of the group To mantain this

independence, the trustees and not the group are responsible for oppointing their own successors

The most recent full octuano! valuations were carnted out as at 31 March 2003 and 31 March 2005 ond the next full actuanal valuation will be
carried out as at 31 March 2008 The most recent full actuanat valuations were updated os at 1 Apnl 2006 and 31 March 2007 for the purpose
of these disclosures. The present value of the defined benefit obligation, the reloted current service cost and the past service cost were

measured using the projected unit credit method

The mgjor assumptions used In the updated actuanal valuations were

31 March 1 Apnl

2007 2006

per cent percent

Discount rate 54 50

Future pension increqases 30 28

Expected rate of sclary ncreases 45 43

Expected return on schemes’ assets 77 77

Analysed between

Equities B84 83

Bonds 54 50

Property 74 72

Alternative assets 74 65

Other assets - 43

Special contributions 77 77
Amounis expensed In the income statement in respect of the defined benefit schemes are as follows

52 weeks 53 weeks

ended ended

31 March 1Apri

2007 2006

£ mithon £ mithon

Current service cost 50 47

Interest cost 94 0

Expected return on schemes’ assets (132) (109)

Past service cost - -

12 28

Current service cost, interest cost and expected return on schemes’ assets have been included in administrauve expenses As described n
note 2 ‘Basis of occounting’, in prior penicds Interest cost was presented within finance costs and expected return on assets was presented
within investment income The pror penoed information has been represented to accord with the current year presentation adopted Actuaral

gains and losses have been reported In the statement of recognised income and expense

The actual retumn on scheme assets was £12 7 million (2006 £30 6 million}
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The amount included in the balance sheet ansing from the group’s obligauons in respect of its defined benefit retirement schemes 1s as follows

31 March 1 April
2007 2006
£ million £ million
Present value of defined benefit obligations 1916 1979
Fair value of schemes’ assets (193 6) (180 4)
{Surplus)/deficit in schemes (20} 175
Past service cost not yet recognised in balance sheet - -
(Asset)/liability recognised in balance sheet z0) 175
Movements in the present value of defined benefit obligations were as follows
52 weeks 53 weeks
ended ended
31 March 1 Apnil
2007 2006
£ million £ milbon
At begtnning of year 1979 1458
Service cost 50 47
Interest cost 94 20
Contrnbution from scheme members 15 18
Actucnal gains and losses (17 3) 198
Benefits paid (49) (32
At end of year 1914 1979
Movements in the farr value of scheme assets were as follows
52 weeks 53 weeks
ended ended
31 March 1 Apnl
2007 2006
£ million £ milkon
At beginning of year 1804 1434
Actual return on schemes’ assets 127 305
Company contnbutions 45 85
Members’ contributions 15 18
Benefits paid (55) (38)
At end of year 1934 1804
The analysis of the far values of the schemes’ assets and the expected rates of return at each balance sheet date were
31 Muarch 31 March 1 Apnil 1 April
007 2007 2006 2006
pear cent £ milllon per cent % milhon
Equities 84 955 83 1125
Bonds 54 359 50 245
Property 74 543 72 313
Alternative assets 74 264 45 45
Other assets - - 43 03
Special contnbutions! 77 15 77 53
1936 1804

1 The special centnbution of £1 5 millkon {2006 £5.3 rmillion) recewved from the Company was held in cash ot the balance sheet date and subsequently invested in line wath the

scheme s investment asset allocotion policy.
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31 Retirement benefit schemes continued
The history of expenience adjusiments 1s as follows

52 weeks 55 weeks

ended ended

31 March 1Apnl

2007 2006
Present value of defined benefit obkgations £1916m £1979m

Farr vatue of schemes’ assets £(19346m  £(1804}m

{Surplus)/deficit in the schemes £{(2 0)m £175m
Expenence adjustments on scheme ligbilities £(17 3)m £198m
Percentage of schemes’ habiliies 9 0% 100%
Experience adjustments on scheme assets £(12)m £197m
Percentage of schemes’ assets 0 6% 109%

The estimated amount of cash contributions expected to be paid to the schemes during the 52 weeks ending 29 March 2008 15 £3 6 million

32 Related party transactions

Transactions between the Company and 1ts subsidianes, which cre related parties, have been eliminated on consolidotion and are not

disclosed in this note

Remuneration of key management personne!

The remuneration of the operating beard {including directors), who are the key management personnel of the group, 1s set out below In
aggregate for each of the categones specified i IAS 24 ‘Related Party Disclosures’ Further information about the remuneration of indwidual

directars 1s provided in the cudited part of the directors’ remuneration report on pages 28 to 35

52 weeks 53 weeks

ended ended

31 March 1 Apnl

2007 2006

£ milllon £ milhon

Short term employee benefits 33 21
Post employment benefits D4 04
Termination benefits - 01
Share-based payments 24 04
61 30

33 Post balance sheet events

On 18 March 2007, Mothercare announced that it was in discussions regarding ¢ possible acguisiion of Chelsea Stores Holdings Limited

{CSHL), owner of the Early Learning Centre On 28 Aprl 2007, Mothercare announced that it had agreed to acquire CSHL for a total

consideration of £85 million, in the form of new Mothercare ordinary shores and the assumption of CSHL's net debt on completion, valued

at approximately £36 million

The proposed acquisition 15 conditional on the approval of Mothercare’s shareholders ot an extraordinery general meeting of shareholders,
clearance from the Office of Farr Trading, the approval of the prospectus and the admussion of the new Mathercare shares to the Official List

and to trading on the London Stock Exchange’s market for isting secunties Further details of the principal terms and conditions of the
acquisiton agreement will be set out in the circular to be sent to Mothercare’s shareholders

Full details of the announcement regarding the proposed acguisiion are available on the Investor Information section of the website,

www mothercare com
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Statement of directors’ responsibilities for the
Company financial statements

The directors are responsible for prepanng the annual report and
the financial statements The directors have chosen to prepare the
accounts for the Company in accordance with United Kingdem
Generally Accepted Accounting Practice (UK GAAP)

Company law requires the directors to prepare such financial
siatements for each financial year which give a true and fair view

in accordance with UK GAAP of the state of affarrs of the Company
and of the profit or loss of the Company for that penod and comply
with UK GAAP and the Companies Act 1985 In prepanng those
financial statements, the directors are required to

* select suitable accounting policies and then apply them
consistently,

» make judgements and estimates that are reasonable and prudent,

= state whether applicable UK accounting standards have been
followed, and

= prepare the financial statements on the gong concern basis unless
it 15 Inappropriaie to presume that the Company will continue
in business

The directors are responsible for keeping proper accounting records
which disclose with reasonable accuracy ot any tme the financial
position of the Company and to enable them to ensure that the
finoncial statements comply with the Companies Act 1985 They are
also responsibie for safeguarding the assets of the Company and
hence for taking reasonable steps for the prevention and detection
of fraud and other irregulanties
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Independent auditors’ report on the Company
financial statements

To the shareholders of Mothercare plc

We have audited the indmvidual Compony financial statements

of Mothercare plc for the 52 weeks ended 31 March 2007 which
comprise the balance sheet and the related notes 110 9 These
indwidual Company financial statements have been prepared under
the accounting policies set out therein

We have reported separately on the group financial statements of
Mothercare plc for the 52 weeks ended 31 March 2007 and on the
information in the directors’ remuneration report that 1s described
as having been audited

This report 15 made solely to the Company’s members, as @ body, in
accordance with section 235 of the Companies Act 1985 Qur audit
work has been undertaken so that we might state to the Company’s
members those matiers we are required to state to them inan
auditors’ report and for no other purpose To the fullest extent
permitted by law, we do not accept or assume responsibility to
anyone other than the Company and the Company’s members

as a body, for our audit work, for this report, or for the opinions

we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the annual report, the
directors’ remuneration report and the indviducl Company financicl
statements in accordance with applicable law and United Kingdom
Accounting Standards (United Kingdem Generally Accepted
Accounting Practice} are set cut in the statement of directors’
responsibilities

Cur responsibility 1s o audit the indivmidual Company financial
statements in accordance with relevant legal and regulatory
requirements and International Standards on Auditing (UK and Ireland)




We report to you our opinion as to whether the mdmwdual Company
financial statements give a true and far view In accordance with the
relevant financial reporting framework and whether the indmdual
Company financial staternents have been properly prepared in
accordance with the Companies Act 1985 We also report 1o you
whether, n our opanion, the information given in the directors’ report
15 consistent with the individual Company financial stoternents

in addition, we also report to you If the Company has not kept
proper accounting records, if we have not receved all the
mnformation and explanations we require for our audt, or If
information specified by law regarding directors’ remuneration and
other transactions 1s not disclosed

We read the other information contamed in the annual report

as descrnibed in the contents section and consider whether it 1s
consistent with the audited group financial stotements We consider
the implicatons for our report if we become aware of any apparent
misstatements or matenal inconsistencies with the indmdual
Company financial statements Our responsibilities do not extend
to any further information outside the annual report

Basis of audit opinion

We conducted our audit in accordance with International Standards
on Auditing (UK and Ireland) 1ssued by the Auditing Practices Board
An audit iIncludes examination, on a test basis, of evidence relevant
to the amounts and disclosures in the indmvidual Company financial
statements It also includes an assessment of the significant esumates
and judgements made by the directors in the preparation of the
ndvidual Company financial statements, and of whether the
accounting policies are appropnate to the Company’s
circumstances, consistently applied and adequately disclosed

We planned and perfermed our audit so as to obtain all the
information and explanations which we considered necessary in
order to provide us with sufficient evidence to give reasonable
assurance thai the indwidual Company financial statements are free
from matenal rmisstatement, whether caused by froud or other
wregulanty or error In forming our opinion we also evclucted the
overall adequacy of the presentation of information 1n the individual
Coempany financial statements

Opinion
In our option

+ the individual Company financaal statements give a true and far
view, In gecordance with United Kingdom Generally Accepied
Accounting Practice, of the state of the Company's offairs as at
31 March 20067,

» the individual Company financial statements have been properly
prepared In accordance with the Companies Act 1985, and

+ the information given in the directors’ report 1s consistent with the
financial statements

M‘ﬂ'r_, t %ud.u._ L—L_P

Deloitte & Touche LLP

Chartered Accountants and Registered Auditors
London

24 May 2007
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Company balance sheet
As at 31 March 2007

31 March 1 April
2007 2006
Note £ million £ millon
Fixed assets
Investments in subsidiary undertakings 4 1088 1088
1088 1088
Current ossets
Debtors 5 50 51
Cash at bank and in hand and time deposits 74 447
424 498
Creditors - amaounts falling due within one year ) (87 0) (86%9)
Net current iabilities (44 &) BG7N
Total assets less curent habilities 642 7
Net assets 642 7
Capital and reserves attributable to equity interests
Called up share capital 7 366 363
Share premium account 8 31 22
Own shares 8 (7 4) (65)
Profit and loss account 8 e 97
Equity shareholders’ funds 642 7

The notes to the Company financial statements on poges 73 and 74 and the accounting policies descnbed therein form an integral part

of this balance sheet

Approved by the boord on 24 May 2007 and signed on its behalf by

Ben Gordon
Nei Harnington
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Notes to the Company financial statements

1 Significant accounting policies
Basis of presentation
The Company’s accounting pencd covers the 52 weeks ended 31 March 2007 The compaorative perod covered the 53 weeks ended 1 Apnl 2006

Basis of accounting

The separate financial statements of the Company are presented as required by the Companies Act 1985 They have been prepared under
the histonical cost convention and in accordance with applicable Unted Kingdom law and United Kingdom generally occepted accouniing
standards. The pnncipal cccounung pohiaes are presented below and have been applied consistently throughout the 52 weeks ended

31 March 2007 and the preceding 53 weeks ended 1 Aprl 2006

Investments
Fixed asset investments are shown at ¢ost less provision for impairment

Taxation
Current tax, including UK corporotion tox and foreign tax, 1s provided at amounts expecied to be paid (or recovered} using the tax rates and
laws that have been enacted or substantively enacted by the balance sheet date

Cash flow statement
The Company 15 exempt from the requirement of FRS 1 (revised) to include a cash flow statement as part of ks Company financiol statements
because It prepares a consolidated cash flow statement which s shown on poge 40

2 Profit and loss account

As permitted by section 230 of the Companies Act 1985, no separote profit and loss account 15 presented for the Company The Company’s
profit for the 52 weeks ended 31 March 2007 was £0 2 milion (2006 |oss of £0 1 million) The remuneration for audit services for the Company
of £01 milion (2006 £01 million) were borne by another group company The Company did not incur any non-audit fees, have any employees
or incur any directors’ emoluments dunng the current or the preceding financial year

3 Taxation
The Company has tax losses carned forward of £nil (2006 Enil) on which no deferred tax asset has been recognised

4 Investments in subsidiary undertakings
Investments N the Company’s balance sheet consist of its Investments in subsidicry undertakings

The Company’s significant subsidianes, all of which are wholly owned, are as follows
Country of ncorporetion

Mothercare UK Limited United Xingdom
Storehouse Finance plc* United Kingdom

*Direct subsidiary of Mothercare plc.

The Company's investrnent in its subsidiory undertakings is as follows

31 March 1 Aprl
2007 2006
£ million £ milbon
Cost of investments {less amounts wniten off £153 0 million (2006 £153 0 milion)) 433 433
Loans to subsidiary undertakings 655 655
1088 1088

S Debtors
31 March 1 Apnl
2007 2004
£ million £ mithion
Amounts due from subsidiary undertakings 50 51
Other debtors - -
50 51
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Notes to the Company financial statements continued

é Creditors - amounts falling due within one year

31 March 1 Apnl
2007 2006
£ milhon ¢ million
Amounts due to subsidiary undertakings 864 864
Accruals and deferred income 0é 05
870 869
7 Called up share capital
Number of
shores € million
Authonsed
Crdinary shares of 50p each
Balance at 31 March 2007 and 1 Apnil 2006 95,767,413 479
Allotted, called-up and fully paid
Ordinary shares of 50p each
Balance at 1 Apnl 2006 72,665,549 363
Issued under the Mothercare 2000 Executive Share Option Plan 143,624 01
Issued under the Mothercare Sharesave Scheme 508,732 02
Balance at 31 March 2007 73,317,905 366
Further details of employee and executive share schemes are provided in note 30 to the consolidated financial statements.
8 Reserves
Share Own Profit
premum shares and loss
reserve reserve reserve
£ milhen £ million £ millon
Balance at 1 Apnl 2006 22 (65} 397
Net premium on shares issued 09 - -
Purchase of own shares - (23) -
Shares transferred to employees on vesting - 14 {14)
Dividends - - (66)
Profit for the financial year - - 0z
Balance at 31 March 2007 31 (74) ne
9 Reconciiation of equity shareholders’ funds
52 weeks 53 weeks
ended ended
31 March 1 Apnl
2007 2006
£ million £ mibon
Equity shareholders’ funds brought forward nz 770
Diidends (8 68) (55)
Shares 1ssued 12 14
Purchase of own shares (2.3) (%
Retained profitffloss) for the year 0.2 [(ON}]
Equity shareholders’ funds carned forward 642 n7
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Five year record

Prepared under IFRS Prepared under UK GAAP
007 2006 2005 2004 2003
restated? resiated?
£ million £ milhon £ mdlion £ milion £ million

Summary of consolidated income statements
Revenue 4985 4827 4572 4469 4317
Underlying' profit/(loss) from operctions before interest 210 195 179 158 (197
Non-underlying? items (37 32 41 74 (52)
Interest {net) 14 15 17 07 01
Profitf{loss) before taxation 18¢ 242 155 239 {24 8)
Taxation (44) 67 (42) 73 100
Profit/{loss) for the financial year 145 175 113 312 {148)
Basic eamnings/(loss) per share 209p 255p 164p 465p (220)p
Summary of consolidated balance sheets
Deferred tax asset 02 85 136 64 -
Other non-current assets 904 877 870 813 856
Net current assets 735 628 516 528 270
Retirement benefit obligotions 20 {(175) (22 4) - -
Other non-current habilives (15 3} (28) (108} (48) 69
Total net assets 1510 1317 1190 1357 1057
Other key statistics
Share price at year end 407 0p 31475p 2770p 3540p 101 5p
Net cashfequity 265% 27 3% 311% 29 7% 70%
Capital expenditure 185 167 184 85 134
Depreciction and amortisation 139 128 120 130 16
Rents 516 506 47 4 460 457
Number of UK stores 225 231 231 233 24
UK selling space (000's sq ft} 1,791 1,857 1,858 1,863 1,922
Average number of employees 5,363 5,255 5149 5,005 5,032
Average number of full ume eguivalents 3,149 3174 3,051 3,033 3,109

1 Before items descnbed as exceptional in note 2 balow

2 Includes exceptional tems (reorganisation of Direct distnbution, restructuring and profit on disposal of property interests} as set out in note 6 to the financial statements and the

impact of far volue accounting under 145 39

% As descnbed in note 2 on poge 41 the Company has changed presentation of the components of net pension expense In the currant year and prior penods have been

restated accordingly
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Shareholder information

Shareholder analysis
A summary of holdings as ot 2% May 2007 1s as follows

Mothercare ordinary shares

Number of shares Number of
mihon  shareholders

Banks, insurance compenies and
pension funds 07 9
Nominee companies 653 563
Other corporate holders 29 108
Indmiduals 44 24,755
733 25,535

As can be seen from the above analysis, many sheres are
registered in the name of @ neminee company as the legal owner
The underlying holder of shares through @ nominee account 15 the
beneficial owner of these shares, being entitled to the copital value
and the income ansing from them An cnalysis of these nominee
holdings shows that the largest underlying holders are pension
funds, wath unit trusts and insurance companies the other major
types of shareholder

Individual shareholdess owning 500 or more Mothercare shares

are entitled to a 10 per cent discount in defined denominations

on up to £500 of merchandise in Mothercare stores. If an indmdual
shareholding of 500 or maore shares 1s not on the share register

but 1s held through a nominee or trustee, the book of vouchers

can nevertheless be obtained by contacting the company secretary

at the registered office
Share pnce data
2007 2004

Share price at 30 Morch 2007
(31 March 2006) 407 00p 31475p
Market capitahsation £298 4m £2287m
Share price movement dunng the year

High 4080p 3830p

Low 3100p 2640p

All share pnces are quoted at the mid-market closing price For capital
gams tax purposes

+ the market value on 31 March 1982 of one ordinary share in Brtish
Home Stores PLC 1s 155p and of one ordinary share in Habitat
Mothercare PLC 15 133p, and

+ the market value of each Mothercare plc 50p ordingry share
immediately following the reduction of copital and consohdation
for the purpose of allocating base cost between such shares and
the shares disposed of as a result of the reduction 1s 135p

Registrars and transfer office
Lloyds TSB Reqistrars, The Causeway, Worthing, West Sussex BN99 DA
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Financial calendar
2007

19 July
22 November

Annual General Meeting
Announcement of interim results

2008
Payment of interm dmdend February
Preliminary announcement of results for
the 52 weeks ending 29 March 2008 end May
Issue of report and accounts rmid June
Annual Generat Meeting mid July
Payment of final dnadend mid August

Registered office and head office

Cherry Tree Road, Waiford, Hertfordshire WD24 65H
Telephone 01923 241000

www mothercare com

Registered number 1950509

Company secretary
Clive E Revett

Registrars

Administrative enquiries concerning shareholders in Mothercare plc
for such matters as the loss of a share certficate, dwvidend payments
or a change of address should be directed, in the first instance, to
the registrars

Lloyds TSB Registrars

The Causeway, Worthing, West Sussex BN9? 6DA
Telephone 0870 400 3945

www lloydstsb-registrars.couk

Low cost share dealing service

A postal share decling service is available through the Company’s
stockbrokers for the purchase and sale of Mothercare ple shares
Further details can be obtained from

JPMorgan Cazenove & Co Limited
20 Moorgate, London EC2R 6DA
Telephone 020 7155 5155

ShareGift

Shareholders with a small number of shares, the value of which
makes it uneconomic to sell them, may wish to consider donating
them to chanty through ShoreGift, a registered chanty administered
by The Orr Mackintosh Foundation The share transfer form needed
to make a donation may be obtoined from the Mothercare ple
regrstrars, Lloyds TSB Registrars

Further information about ShareGift 1s available from
wwwsharegift org or by telephone on 020 7337 0501
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