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WATERSTONES BOOKSELLERS LIMITED REPORT AND ACCOUNTS 2013
Company Number: 00610095

DIRECTORS’ REPORT

The Directors submit their report and audited financial statements for the 52 weeks ended 27 April 2013, which
were approved on behalf of the Board on |7 October 2013

Business review

The Company operates as a bookseller through a chan of general bookshops in the United Kingdom and through the
VWaterstones com e-commerce website

During the prior peniod, the entire issued share capital of the Company was sold by HMV Group plc to A&NN
Capital Management Fund Limited  The change of ownership resulung from this transaction, combined with funding
constraints as HMV Group ple completed a financial restructuring, adversely impacted the business This was coupled
with a difficult high street book market caused by strong competiwion from online retatllers and the growth of digital
reading

Although the underlying market condiions remain challenging, the new management team has made significant
progress in transforming the business, striving for excellence i bookselling whilst conunuing to develop a range of
non-book merchandise, introducing Waterstones' ‘Cafe W' in an mitial 12 shops (as at 27 April 2013) and launching
an n-store Kindle digital offer This transformation s supported by substantial and on-going capital investment
(£29 5m In the period), focused on remvigoratng the shops, such that they are places where people who are
interested In books can go to browse, that encourage new readers to expand horizons and that are home to
booksellers who are passionate about the books that they sell This investment has been part funded by working
caprtal efficiency, with inventory levels reduced by £12 4m on the prior year end, whilst margin and operating costs
have been efficiently managed across the business

As a result, from total sales of £398 5m (down 2 9% on the prior year) the operaung loss before exceptional items
was £12 2m, a £13 2m improvement from a loss of £25 4m in the prior period Operating exceptional costs totalled
£5 4m (2012 £8 6m), indluding £2 1m of store closure costs, £2 Om mpairment of property, plant and equipment and
£1 4m of organisational restructuring costs

During the period under review eight stores were closed, resulung in a total estate of 278 stores at 27 April 2013

The loss after taxation amounted to £23 0m (2012 £429m) No dividend was pad during the period (2012 £ni) and
the Directors recemmend that no final dividend be declared (2012 £nil) with the loss being transferred to reserves

Principal nsks and uncertainties

The principal nsks relevant to the Company are identfied as, {1) the compeutnve nature of its markets, (1) the growth
of new methods of digital delivery, {in) the general sensitvity to changes in economuc conditions, (iv) the seasonality
of the business, (v) agreements with key suppliers, (vi) damage to reputanon or brands, {vi) the mantenance and
development of Informauon technology systems; and (vui) attracting, motivating and retaining key staff

Dhrectors

The names of the Directors who served throughout the period under review and up to and including the date of this
Report are shown on page |




WATERSTONES BOOKSELLERS LIMITED REPORT AND ACCOUNTS 2013
Company Number: 00610095

DIRECTORS’ REPORT (CONTINUED)

Employee pohicies

The company operates a decentralised HR function This provides greater accountability to employees and aids the
development of flexible and entrepreneural book teams that can thrive under the difficult competitive market
pressures that Waterstones trades in Decentralised employee policies support a flexable local service, improving
response times and maximising the use of avallable resources, whilst minimising costs

Waterstones s commutted to mamntaining and improving an equal and diverse workplace, free from discrimination on
the grounds of age, gender, nationality, religion, non-job related disability, sexual orientation or marital status It also
aspires to be an employer of choice and aims to provide opportunmes for individuals to develop and contribute
through employee forums and focus groups

Policy on payment of creditors

During the period under review the Company did not impose standard payment terms on its supplers but agreed
specific terms with each and ensured that each supplier was made aware of such terms It was the Company’s policy
to pay its suppliers in accordance with the terms that they had agreed The number of days’ purchases outstanding as
payable at 27 Apnil 2013 was calculated as 66 (2012 64)

Chanritable donations

The Company made charitable donations of £69,000 i the period under review {2012 £77,000) During the period
under review it was Company pelicy not to make donations to poliucal parties and, therefore, no poliucal donations
were made

Auditors

The Directors who were members of the Board at the ume of approving the Dhirectors’ Report are listed on page |
Having made enquiries of fellow Directors and of the Company's auditors, each of these Directors confirms that

I to the best of each Director’s knowledge and behef, there 1s no information relevant to the preparation of their
report of which the Company’s auditors are unaware, and

2 each Director has taken all steps a director might reasonably be expected to have taken to be aware of relevant
audit information and to establish that the Company’s auditors are aware of that information

A statement of the Directors’ responsibility for the financral statements can be found on page 4, which 1s deemed to
be incorporated by reference in (and shall be deemed to form part of) this report

Elective resolutions to dispense with holding annual general meetngs and the laying of accounts before the Company
in a general meeting are currently in force Ernst & Young LLP are therefore deemed to conunue as auditors of the
Company

Going concern

The Directors report that, having reviewed current performance and forecasts, they have a reasonable expectatton
that the Company has adequate resources and access to funding, through the continuing support of its ulbmate
parent undertaking, to continue in operational existence for the foreseeable future On this basis, they continue to
adopt the going concern basis in preparing the financial statements

©On behalf of the Board

AL

M T Miles

Director
17 October 2013
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STATEMENT OF DIRECTORS’ RESPONSIBILITY

The fallowing statement, which should be read in conjunction with the Auditors’ statement of their responsibilliues, s
made with a view to distinguishing for shareholders the respecuve responsibiliues of the Directors and the Auditors
in relavon to the financial statements

The Directors are responsible for preparing the financial statements in accordance wich apphcable Enghsh faw and
those Internanional Financial Reporting Standards as adopted by the European Union (IFRS)

The Directors are required to prepare financial statements for each financial year that present a true and fair view of
the financial position of the Company and the financial performance and the cash flows of the Company for that
period In preparing those financial statements, the Directors are required to

0] select sutable accounung policies in accordance with IAS 8 Accounung Policies, Changes in Esumates and
then apply them consistently,

(n) present informauon, including accounung policies, in a manner that provides relevant, rehable, comparable
and understandable information,

(m) prownde addmonal disclosures when compliance with the specific requirements i IFRS 1s insufficent to
enable users to understand the impact of particular transactions, other events and conditions on the entity’s
financial position and financial performance.

(v) state that the Company has complied with IFRS, subject to any material departures disclosed and explained
in the financial statements, and

) make judgements and estimates that are reasonable and prudent.

The Directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any
tme, the financial position of the Company and enable them to ensure that the financial statements comply with the
Companies Act 2006 as well as Arucle 4 of the IAS Regulaton They are also responsible for safeguarding the assets
of the Company and hence for taking reasonable steps for the prevenuon and detection of fraud and other
irregularities

We confirm that, to the best of our knowledge

1) the financal statements, prepared in accordance with IFRS, present farly the assets, labilines, financial
posiuen and loss of the Company, and

() the Directors’ Report includes a fair review of the development and performance of the business and the
posiion of the Company, together with a description of the principal risks and uncertainties that the
Company may face

By order of the Board

ST MAst

A } Daunt M T Miles
Director Director
17 October 2013 17 October 2013




INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF WATERSTONES
BOOKSELLERS LIMITED

We have audited the financial statements of Waterstones Booksellers Limited for the 52 weeks ended 27 Apnl 2013,
which comprise the Income Statement, the Statement of Comprehensive Income, the Balance Sheet, the Statement of
Changes 1n Equity, the Cash Flow Statement and the refated notes | © 31 The financial reporung framework that
has been applied in thewr preparauon is apphcable law and International Financial Reporung Standards (IFRSs) as
adopted by the European Union

This report 1s made solely to the Company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006 Our audit work has been undertaken so that we might state to the Company's members those
matters we are required to state to them In an auditor’s 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

As explained more fully 1 the Directors’ Responsibilities Statement set out on page 4, the Dhrectors are responsible
for the preparation of the financial statements and for being sausfied that they give a true and far view Qur
responsibility 1s to audit the financial statements i accordance with apphicable law and International Standards on
Audiung (UK and lreland) Those standards require us to comply with the Auditing Practices Board's Ethical
Standards for Auditors

Scope of the audit of the financial statements

An audiz involves obtaining evidence about the amounts and disclosures in the financial statements suffioent to give
reasonable assurance that the financial statements are free from material misstatement, whether caused by fraud or
error  This includes an assessment of whether the accounung policies are appropriate to the Company's
crcumstances and have been conststently apphied and adequately disclosed, the reasonableness of sgnificant
accounting estimates made by the Directors, and the overali presentauon of the financial statements In addition, we
read all the financial and non-financial information in the Report and Accounts to wdentify materral inconsistencies
with the audited financal statements If we become aware of any apparent material misstatements or InCoNSISLEACIEs
we consider the imphcations for our report

Opinion on financial statements

In our opinion the financial statements

e give a true and fair view of the state of the Company's affairs as at 27 April 2013 and of its loss for the 52 weeks
then ended,

s have been properly prepared in accordance with IFRSs as adopted by the European Union, and

o have been prepared in accordance with the requirements of the Companes Act 2006

Opinion on other matter prescribed by the Companies Act 2006
in our opinion the information given n the Directors’ Report for the financial year for which the financial statements
are prepared is consistent with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report
to you If, In our opimion
e adequate accounung records have not been kept, or returns adequate for our audit have not been recewved from
branches not visited by us, or
the financial statements are not in agreement with the accounung records and returns, or
certain disclosures of Directors’ remuneration specified by law are not made; or
we have not received all the imformation and explanations we require for our audit

Cond Lty LLD
john Flaherty (Senior statufo‘::;mr)

for and on behalf of Ernst & Young LLP, Statutory Auditor
Birmingham

Pre )¢ Ocroset 20t
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WATERSTONES BOOKSELLERS LIMITED REPORT AND ACCOUNTS 2013
Company Number: 00610095

INCOME STATEMENT

For the 52 weeks ended 27 April 2013 and 52 weeks ended 28 April 2012

Before Exceptional
exceptional items tems TFotal
2013 2013 2013
Notes £000 £000 £000
Revenue 4 398,464 - 398,464
Cost of sales (386,109) (4,063) (390,172)
Gross profit 12,355 (4,083) 8,292
Administrative expenses (24,557) (1,384) (25,941)
Cperating loss 5 (12,202) (5,447) (17,649)
Finance income 10 e - 19
Finance costs I (5,516) - (5,5168)
Loss before taxauon (17,599) (5,447) (23,046)
Taxation 12 3 - 3
Loss for the period (17,596) (5,447) (23,043)
Before
excepuonal items Exceptional Total
Restated ems Restated
2012 2012 2012
Notes £000 £000 £000
Revenue 4 410,354 - 410,354
Cost of sales (412.184) {8.009) (420,193)
Gross loss (1,830} {8.009) (9.839)
Administrative expenses (23,572} (637) (24.209)
Cperating loss 5 (25402} (8.646) (34,048}
Finance income 10 25 - 95
Finance costs 11 (3,361) - (3.361)
Loss before taxation (28,668) (8,646) (37.314)
Taxation 12 (7.141) 1.548 (5.593)
Loss for the period (35.809) (7,098) (42.907)

See Accounung Policies on pages | | to |5 for the description of the 2013 and 2012 reporting penods

For details of the prior year restatement see note 3

For details of the excepuional items included above, see note 7

All results relate to continuing activites
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Company Number: 00610095

STATEMENT OF COMPREHENSIVE INCOME

For the 52 weeks ended 27 Apnl 2013 and 52 weeks ended 28 Apnl 2012

2013 2012
£000 £000

Loss for the period atributable to the shareholders of the
Company (23,043) (42,907)
Gain on forward foreign exchange contracts - 92
Other comprehensive mcame for the period - 92
Total comprehensive loss for the period atuributable to the
shareholders of the Company {23,043) (42.815)




WATERSTONES BOOKSELLERS LIMITED
Company Number: 00610095

REPORT AND ACCOUNTS 2013

BALANCE SHEET
As at As at
27 Aprl 2013 28 April 2012
Nates £000 £000
Assets
Non-current assets
Property, plant and equipment 13 64,050 51,584
Intangible assets 14 - -
Investments in subsidiaries 15 27,161 27.261
91,311 78,845
Current assets
Inventories 17 65,988 78,437
Trade and other recevables 16 40,758 46,392
Cash and short-term deposits 18 25,024 19.819
131,770 144,648
Total assets 223,081 223,493
Liabilities
Non-current habilities
Deferred income tax liabilicy 12 (321} (324)
Interest bearing loans and borrowings 20 {2,112) (2.720)
Provistons 2t (1,642) (2.252)
(4,075) (5.296)
Current habilities
Trade and other payables 19 (230,054) (206.402)
Interest bearing loans and borrowings 20 (4607) (702)
Provisions 21 (2,514) (2,229)
(233,185) (209,333)
Total habilities (237,260) (214.629)
Net (habilities) assets (14,179) 8,864
Equity
Share capitaf 25 71,014 71,014
Accumulared losses (85,193) (62,150)
Total equity (14,179) 8,864

The financial statements were approved by the Board of Directers on 17 October 2013 and were signed on its behalf

by
A ) Daunt
Director

Lz

M T Miles
Director




WATERSTONES BOOKSELLERS LIMITED
Company Number: 00610095

REPORT AND ACCOUNTS 2013

STATEMENT OF CHANGES IN EQUITY

Share Hedging  Accumulated
capital reserve fosses Total
£000 £000 £000 £000
At 30 April 2011 71,014 {92) (19.246) 51,676
Gain (loss) for the penod - 92 (42,907) (42,81%)
Total comprehensive gan (loss) - 92 (42,907)  (42.815)
Charge for share-based payments - - 3 3
Deferred tax on share-based payments - - -
At 28 Apnl 2012 71,014 - (62,150) 8,864
Loss for the period - - (23,043) (23,043)
Total comprehensive loss - - (23,043) (23,043)
At 27 Apnl 2013 71,014 - (85,193) (14,179)




WATERSTONES BOOKSELLERS LIMITED

Company Number: 00610095

REPORT AND ACCOUNTS 2013

CASH FLOW STATEMENT

For the 52 weeks ended 27 April 2013 and 52 weeks ended 28 April 2012

2013 2012
Notes £000 £000
Cash flows from operating activities
Loss before tax {23,046) (37.314}
Net finance costs 5,397 3,266
Depreciauon 13 14,299 13,534
Impairment charges 5 1,998 2,191
Loss on disposal of property, plant and equipment 5 5%0 527
Equity-sectled share-based payment charge 9 - 3
(762) (17.793)
Movement In inventories 12,44% (5,984)
Movement 1n trade and other receivables 5,634 4,095
Mavement in trade and other payables 18,187 33,208
Movement in provisions (315) (257)
Net cash flows from operating activities 35,193 13,269
Cash fiows from investing activities
Purchase of property, plant and equipment {(29,517) (7.794)
Proceeds from disposal of property, plant and equipment 164
Interest received 119 -
Net cash flows from investing activities {29,234) (7.794)
Cash flows from financing activities
interest paid an (302)
Repayment of capital element of finance leases (703) (701)
Net cash flows from financing activities (754) (1.003)
Net increase in cash and cash equivalents 24 5,205 4,472
Opening cash and cash equivalents 18 19,819 15,347
Closing cash and cash equivalents 18 25,024 19.819
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Company Number: 00610095

NOTES TO THE FINANCIAL STATEMENTS

1. Authorisation of financial statements and statement of comphance with IFRS

The financial statements of Waterstones Booksellers Limited for the period ended 27 April 2013 were authorised for
sssue by the Board on 17 Qctober 2013 and the Balance Sheet was signed on the Board's behalf by A ] Daunt and
M T Miles VWaterstones Booksellers Limited 1s incorporated and domiciled in England and Wales

The financial statements have been prepared in accerdance with IFRS as applied 1n accordance with the provisions of
the Companies Act 2006

2. Accounting policies
Basis of preparation

These financial statements are made up to the Saturday on or immedately preceding 30 April each year
Consequently, the financial statements for the current period cover the 52 weeks ended 27 April 2013, whilst the
comparative period covered the 52 weeks ended 28 April 2012 The financial staternents are prepared in accordance
with applicable accounting standards and specifically in accordance with the accounung policies set out below

The financial statements are presented in Pounds Sterling and are rounded to the nearest thousand except where
otherwise indicated They are prepared on the historical cost basis, except for certain share-based payments that
have been measured at fair value

The Company I1s exempt from preparing group financial statements as it is tself a subsidiary undertaking under
Section 400 of the Companies Act 2006 These financial statements therefore present informauion about the
Company as an individual undertaking and not about its Group

The preparauon of financial statements requires management to make estmates and assumptons that affect the
amounts reported for assets and liabihiues as at the balance sheet date and the amounts reported for revenues and
expenses during the year The nature of esumaton means that actual outcomes could differ from those estimates

The Directors report that, having reviewed current performance and forecasts, they have a reasonable expectanon
that the Company has adequate resources and access to funding, through the continuing support of the ulumate
parent undertaking, to continue 1n operational existence for the foreseeable future On this basis, they continue to
adopt the going concern basts in preparing the financial statements

Judgements and key sources of estimation uncertainty

The judgements and key sources of estimauon uncertainty that have a significant risk of causing material adjustment
to the carrying amounts of assets and habihtes within the next financial year are as follows

Impairment of goodwili and other assets — goodwill (s tested for impairment on at least an annual basis As part of
this testing, the value In use of the cash-generating units to which the goodwili 1s allocated 1s assessed. which requires
the estimation of future cash flows and choosing a suitable discount rate Property, plant and equipment are reviewed
for imparrment if events or changes In circumstances indicate that the carrying value may not be recoverable Vvhen
a review for impairment is conducted, the recoverable amount of an asset or a cash generaung unit 1s determined
based on value-in-use calculations prepared on the basis of management’s assumptions and estimates

Inventory valuation — inventories are valued at the lower of cost and net realisable value, which includes, where
necessary, provistons for slow moving and obsolete inventory Calculauon of provisions requires judgernents to be
made regarding future customer demand, the competiuve environment and inventory loss trends

Taxation — calculatron of the Company’s total tax charge requires a degree of estimation and judgement n respect of
certain transactions whose ulumate tax treatment Is uncertain Where the final outcome of these tax matters differs
from the amounts that were mitially recorded, the tax charge and deferred tax prowvisions will be impacted

Prowisions — provisions for store closure, onerous leases and restructuring costs are estmates and the actual costs
and uming of future cash flows are dependent on future events Expectations are rewised mn each period, with any
difference accounted in the period in which the revision 1s made

Investments in subsidiaries

Investments in subsidiaries are recognised at cost less impairments booked Income 15 recognised from these
investments when the right to recewve the distribution 1s established
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. Accounting policies (continued)
Revenue

Revenue represents the value of goods supplied, less discounts given, and 1s recognised when goods are dehvered and
utle has passed It also includes commission earned on ucket sales and similar acowvities  Revenue excludes value
added tax (“VAT") and similar sales-refated taxes

Interest income is accrued on a tme basis, by reference to the principal outstanding and the applicable effecuve
interest rate  Dividend income s recognised when the nght to receive payment i1s established Rental income from
sub-let properues is recognised on a straight line basis over the period of the sublease

Exceptional items

The Company presents as exceptional items on the face of the Income statement those matertal items of income and
expense which, because of the nature or expected infrequency of the events giving rise to them, menit separate
presentation to allow shareholders to better understand the elements of financial performance in the year, so as to
facilitate comparison with prior periods and to better assess trends n financial performance Exceptional items
recogrised n arriving at operanng profit include (but are not hmited to) those costs associated with integrating a
newly acquired business, impairment losses, reversal of impairments and costs associated with restructuring the
business

Goodwnl!

Posiuive goodwill 1s capitahised, classified as an asset on the balance sheet and 1s not amorused Goodwill 1s calculated
as the excess of the cost of the business combination over the Company’s interest in the net fair value of the
identifiable assets, habilities and contingent lablites  All capitalised goodwill 1s reviewed for impairment annually or
more frequenty If events or changes in crrcumstances indicate that the carrying value may be impaired

Property, plant and equipment

The capiabsed cost of property, plant and equipment includes only those costs that are directly attributable to
bringing an asset to its working condivion for its intended use

Depreciation of property, plant and equipment s calculated on cost, at rates esumated to write off the cost. fess the
estimated residual value, of the relevant assets by equal annual amounts over therr esumated useful hves

The annual rates used are
Plant, equipment and vehicles 1010 33 ',%

The carrying values of property, plant and equipment are reviewed for material impairment sn perieds If events or
changes 1n circumstances indicate the carrying value may not be recoverable Useful lives and residual values are
reviewed annually and where adjustments are required these are made prospecuvely

Leased assets

In respect of property operating leases. benefits recerved and recewvable as an incentive to sign a lease, such as rent-
free periods, prenuums payable and capital contributions, are spread on a straight hne basis over the lease term  All
other operating lease payments are charged direcdy to the imcome statement on a straight ine basis over the lease
term The Company has a number of lease agreements in which the rent payable 1s conungent on revenue, which 1s
expensed n the period in which it 1s incurred

Assets held under finance leases, which transfer to the Company substanually all the risks and benefits of ownership
of the leased assets, are capitalised at the inception of the lease, with a corresponding liability being recognised for
the lower of the fair value of the leased asser and the present value of the minimum lease payments Lease payments
are apporuoned between the reduction of the lease liability and finance charges in the mcome statement 50 as to
achieve a constant rate of interest on the remamning balance of the hability Assets held under finance leases are
depreciated over the shorter of the estimated useful life of the asset and the lease term
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. Accounting pohicies {(continued)
Impairment of assets

The Company assesses at each reporung date whether there are indicators that an asset may be impaired  Assets
are grouped for impairment assessment purposes at the lowest level at which there are idenufiable cash inflows that
are largely independent of the cash inflows of other groups of assets (cash generaung umits)  If any indicator of
impairment exists, or when annual tmparrment tesung 15 required, the Company makes an esumarte of the asset’s
recoverable amount, being the higher of its fair value less costs to sell and its value n use  Value in use 15 the present
value of the future cash inflows expected to be derived from the asset  Where the asset does not generate cash
inflows that are independent from other assets, the recoverable amount of the cash-generating umit to which the
asset belongs 1s esumated Where the carrying amount of an asset or cash-generating unit exceeds 1ts recoverable
amount, an impairment loss 1s recogmsed in the Income statement.

If there 15 an mdication at the reporung date that previously recogmised impairment losses no longer exist or may
have decreased, the recoverable amount 15 again esumated To the extent that the recoverable amount has
increased, the previously recogrised imparment loss 1s reversed An impawrment loss in respect of goodwill 1s not
reversed

Inventories

Inventories are stated at the lower of cost and net realisable value on a first-in, first-out basis Net realisable value 1s
based on estimated selling prices tess further costs to be incurred to disposal

Taxation

Current tax

Current tax assets and liabilites for the current and prior periods are measured at the amount expected to be
recovered from, or pad to, the taxation authories, based on tax rates and laws that are enacted or substanuvely
enacted by the balance sheet date

Deferred tax
Deferred income tax is recognised on all temporary differences at the balance sheet date between the tax bases of
assets and habiliues and their carrying amounts for financial reporting purposes

Deferred tax habilities are generally recogrsed for all temporary differences and deferred income tax assets are
recognised to the extent that it 15 probable that taxable profit will be available against which the deducuble temporary
differences can be utlised The carrying amount of deferred income tax assets 1s reviewed at each balance sheet date
and reduced to the extent that 1t 1s no longer probable that sufficient taxable profit will be available to allow all or
part of the deferred income tax asset to be utlised

Such assets and liabilines are not recognised if the temporary difference anises from goodwill or from the initral
recognition {other than in 2 business combination) of other assets and liabilities 1n a transacton that affects nerther
the taxable profit nor the accounting profit

Deferred income tax assets and habilrties are measured on an undiscounted basis at the tax rates that are expected
to apply when the related asset 1s realised or liability 1s settled, based on tax rates and laws substantively enacted by
the balance sheet date

Taxation 1s charged or credited to other comprehensive income f 1t relates to items that are themselves charged or
credited 1o other comprehensive income, otherwise it 15 recognised 1n the Income statement

Deferred tax assets and deferred tax habilines are offset if there 1s a legally enforceable rght to set off current tax
assets against current tax habilmies and when they relate to income taxes levied by the same authority and the
Company intends to settle its current tax assets and liabiities on a net basis

Cash and cash equivalents

Cash and short-term depostts comprise cash at bank and n hand and short-term deposits with an onginal matunty of
three months or less For the purposes of the cash flow statement, cash and cash equivalents consist of cash and
short-term deposits less bank overdrafts that are payable on demand
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NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2, Accounting policies {continued)
Interest bearing loans and borrowings

Interest bearing loans and borrowings are initrally recogmsed at fair value less directly attnbutable transaction costs
and are subsequently measured at amorused cost using the effectrve interest rate methed

Provisions

A prowvision 1s recognised when the Company has 2 legal or construcuve obhgauon as a resuic of a past event and it 1s
probable that an outflow of economic benefits will be required to settle the obligation  If the effect 1s material,
expected future cash flows are discounted using a current pre-tax rate that reflects the risks speaific to the liabihty

Pension costs

The Company operates a defined contribution Pension Saver scheme Contributions to the scheme are charged in
the iIncome statement as they become payable in accordance with the rules of the scheme

Share-based payments

A number of share-based payment schemes were operated by the former ulumate parent undertaking, HMV Group
ple, In which the Company’s employees participated On 28 June 201 |, when HMV Group plc sold its investment in
the Company, employee participation in share schemes operated by HMV Group plc ended

The Cempany recognises the transfer of equity instruments to s employees as share-based payment transactions
within che scope of IFRS 2 Share-based Payments

The cost of equity-settled transactions with employees granted on or after 7 November 2002, which had not vested
by | January 2005, 1s measured by reference to the fair value at the date at which they are granted and 1s recognised
as an expense over the vestng period, which ends on the date on which the relevant employees become fully enutled
to the award Fair value 1s determined by using an appropriate pricing model

In valuing equity settled transactions, no account is taken of any service and performance (vesting conditions), other
than performance conditions lnked to the price of the shares of the parent company (market condittons). Any other
conditions which are reguired to be met in order for an employee to become fully enudled to an award are
considered to be non-vesting condiions Like market performance conditions, non-vestng condinons are taken into
account 1n determining the grant fair value No expense 1s recognised for awards that do not ulumately vest, except
for awards where vesung 1s conditonal upon a market vesung condition or a non-vesung conditon, which are
treated as vesung Irrespecuve of whether or not the market vesting condition or non-vestung condition 15 satisfied,
provided that ali other non-market vesung condioons are sausfied

Derivative financial instruments

The Company may from time to tme use dervatve financial instruments for hedging purposes, including forward
foreign exchange contracts The Company does not enter mto dervative financal nstruments for speculative
purposes Derwvative financral instruments are stated at ther far value The far value of forward foreign exchange
contracts 1s their quoted market value at the balance sheet date, being the present value of the quoted forward price

Hedge accounting

Changes in the fair value of denvauve financial instruments that are designated and effecuve as hedges of future cash
flows are recognised n other comprehensive income and any neffecuve portion 1s recognised immediately in the
Income statement. Amounts taken to other comprehensive income are transferred to the income statement when
hedged transactions affect profit or loss, such as when a forecast sale or purchase occurs

Hedge accounting 1s discontinued when the hedging instrument expires or 1s sold, termmated or exerased, or no
longer qualifies for hedge accounting Ac that ume any cumulative gain or toss on the hedging instrument previously
recogmsed in other comprehensive income 15 retained in equity untl the hedged transacton occurs If the hedged
transaction 1s no longer expected to occur, the net cumulative gain or loss recogmsed in other comprehensive
mcome 15 then transferred to the income statement Changes in the fair value of dervative financial instruments that
do not qualify for hedge accounting are recogrised in the Income statement as they arise
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2. Accounting policies {continued)
Customer loyalty schemes

The far value of loyalty points awarded 15 deferred unnl the awards are redeemed, after adjustment for the number
of ponts expected never tc be redeemed Fair value 1s determined by reference to the value for which the points can
be redeemed

New accounting standards

The Company has adopted the following amended accounung standard which was mandatory for the first ume for
the financial period ending 27 April 2013 |t has no matersal impact on the Company

— IAS 12 income Taxes {amended December 2010)

The Company has not adopted early the requirements of the following accounting standards and interpretanions,
which have an effective date after the start date of these financial statements

— IAS | Presentauon of Financial Statements (amended June 201 | and May 2012)

— 1AS 16 Property, Plant and Equipment {amended May 2012)

— 1AS |9 Employee Benefits (amended June 2011)

— 1AS 32 Financial Statements Presentauon (amended December 2011 and May 2012}

-~  IFRS 7 Financial Instruments. Disclosures {amended December 201 I}

- IFRS 2 Financial Instruments {amended October 2010 and December 201 1)

— JFRS 10 Consohdated Financsal Statements (original 1ssue and as amended June 2012 and October 2012)

— IFRS 12 Disclosure of Interests in Other Entives (onginal issue and as amended June 2012 and Ccrober 2012)
— IFRS 13 Fair Value Measurement {ortginal 1ssue)

The Directors do not anticipate that the adoption of these standards and interpretations will have a material impact
on the Company's financial statements

As the Company prepares its financal statements n accordance with IFRS as adoprted by the European Union, the
application of new standards and interpretations will be subject to their having been endorsed for use in the EU via
the EU endorsement mechanism

3. Prior year restatement

The allocation of costs between Cost of sales and Administrative expenses 1n the prior period has been reviewed in
the current period This has resulted in a reclassificanon of certain costs as follows

Before exceptional

items Before exceptional

As previously items

reported As restated

2012 2012

£000 £000

Cost of sales 404,175 412,184
Administrative expenses 31,581 23,572

This reclassification has no impact on the Loss for the period as previously reported
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4, Revenue

Revenue disclosed in the income statement is analysed as follows

2013 2012
£000 £000
Sale of goods 398,454 410,354
5. Operating loss
2013 2012
£000 £000
Operavng loss 1s stated after charging (credrung)
Depreciation of property, plant and equipment 14,299 13,534
mpairment charges 1,998 2,191
Loss on disposal of property, plant and equipment 5%0 527
Cost of inventories recognised as expense 208,220 224,032
Write down of inventories 2,688 5,320
Auditor remuneraton 78 78
Operaung lease rentals
Minimum rentals 53,540 55.013
Percentage rentals 35 99
Sublease rentals (863) {965)
52,712 54,147

The Company leases stores and office premises under non-cancellable operating lease agreements that are generally

subject to periodic rent review These agreements provide for either or both mimimum rentals and percentage
rentals based on sales performance

6. Fees to auditors

2013 2012
£000 £000
Audit of the financial statements 78 78

The audit fee disclosed above represents the statutory audit fee for the Company

Fees to auditors for non-audit services in the financial year were £5,000 (2012 £3,000)
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7. Exceptional items (before taxation)

2013 2012
£000 £000
Charged tn arriving at operaung profit.

Impairment of property, plant and equipment {1,998) (2.151)
Restructuring and redundancy costs (1,384) {637)
Store closure costs (2,065) (2,113}
Stock provisions - (3,705}
(5,447) (8.646)

Included within Cost of sales -

Excepuonal store closure costs of £2,065,000 (2012 £2.113,000) including fixed asset write-offs, redundancy costs
ncurred, strip-out costs, stock obsolescence and prowisions for future property costs

Imparrment charges for property, plant and equipment of £1,998,000 (2012 £2.i91.000) following a review of the
carrying value based on prevailing market conditions

Stock provisions of £l {2012 £3,705,000)
Included within Admmistrative expenses -

Exceptional costs of £1,384,000 (2012 £637,000) relatng to organisatonal restructuring and refated redundancy
costs

A tax credit of £ml (2012 £1,548,000) arose in respect of these costs

8. Directors’ emoluments

20113 2012
£000 £000
Ernoluments 251 339
Pension contributions 30 16
Terminatton benefits - 563
281 918
The amounts in respect of the highest paid Director were as follows
2013 2012
£000 £000
Emoluments 148 120
Pension contributions 30 -
178 120
9. Employee costs

2013 2012
£000 £000

Employee costs, including Directors’ emoluments
Woages and salaries 54,436 58,920
Social security costs 4,076 4,882
Other pension costs (see Note 28) 1,474 1,010
59,986 64,812

Included in wages and salaries is a charge for equity-settled share-based payments of £mil (2012 £3,000)

The average number of people employed by the Company during the period was 3,968 (2012 4,443)
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10. Finance Income

20013 2012
£000 £000
Bank interest receivable 11 83
Other interest recevable B I2
Toral finance income 19 95
I 1. Finance costs
2013 2012
£000 £000
External loans and overdrafts 61 50
Interest payable to group undertakings 5,455 3,311
Total finance costs 5516 3,361
12 Taxation
2013 2012
£000 £000
Taxauon recognised in the income statement
United Kingdom, current year
Corporation tax - -
Over provision in prior periods - (1.,927)
- (1,927}
Overseas tax, current year - -
Total current tax - (1,927)
Deferred tax
United Kingdom (3) 7.520
Total deferred tax 3) 7,520
Total taxaton {credit) charge in the income statement (3) 5,593

The tax charge in the current year includes a credit of £mil {2012 £1,548,000) in relation to the excepuional operating
costs of £5,447,000 {2012 £8.646.000), detatls of which can be found in Note 7

The standard rate of UK Corporation tax was reduced to 24% from | Aprl 2012 and 23% from | Aprl 2013

Current tax has therefore been provided at 23 9% and deferred tax at 23%

Further reductions to the mam rate of corporation tax are proposed to reduce the rate to 21% from | Apnl 2014
and to 20% from | April 2015 As this legislation was not substantively enacted by the balance sheet date it has not

been reflected in these financial statements
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12, Taxation {(continued}

The tax charge 1s reconciled with the standard rate of UK corporation tax as follows

1013 2002
£000 £000
Loss before taxation (23,046) (37.314)
Corporation tax at UK average statutory rate of 23 9% (2012 25 9%) (5,508} (9.664)
Effects of
Permanent disallowables 1,864 859
Permanent disallowables on exceprional items - 692
Current tax prior period over provision - (1,927)
Derecognition of deferred tax asset - 7.547
Unrecognised temporary differences in current period 3,563 3,549
Unrecognised unutilised tax losses 81 4,564
Deferred tax rate change 3) (27)
Total tax (credit) charge (3) 5,593

Deferred tax

The standard rate of UK Corporation tax was reduced to 23% from | April 2013 Deferred tax has therefore been
provided at 23% (2012 24%)

Further reductions to the main rate of corporation tax are proposed to reduce the rate to 21% from | Aprd 2014
and to 20% from | April 2015  As this legislation was not substanuvely enacted by the balance sheet date it has not
been reftected in these financial statements

Prowided deferred tax
The deferred income tax recognised in the balance sheet 1s as follows

2013 2012
£000 £000
Deferred tax habihty
Holdover of capital gains (321) (324)
(321) (324)
Unprovided deferred tox
There are no unprovided deferred tax habilities
The deferred income tax asset not recognised 1n the balance sheet is as follows
2013 2012
£000 £000
Accelerated capital allowances 12,069 10,193
Other temporary differences 14 15
Tax losses 4,784 4,229
16,867 14,437

The deferred rax assets have not been recogmised since there is no persuasive evidence that there will be surtable
taxable profits against which the uming differences will reverse It 1s likely that the assets will be recoverable once
suitable taxable profits are generated

In the pricr year the deferred tax asset brought forward at | May 201 | relating to accelerated capital aliowances and
other temporary differences totaling £7,520,000 was derecognised and taken to the income statement.
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12. Taxation {continued)

A reduction to the standard rate of UK corporation tax from 23% to 21% would reduce the deferred tax asset not
recognised by £1,406,000 A reduction in the rate to 20% would reduce the deferred tax asset not recognesed by a
further £733,000

13. Property, plant and equipment

Plant, equipment
and vehicles

£000
Cost at 30 April 2011 192,282
Disposals (2.828)
Additons 7,794
Costat 28 April 2012 197,248
Disposals (6.567)
Addinons 29,517
Cost at 27 Apnl 2013 220,198
Depreciation at 30 Apri 201 | 132,240
Charge for period 13,534
Impairment loss 2,191
Disposals (2.301)
Depreciation at 28 April 2012 145,664
Charge for period 14,299
Impairment loss 1,998
Disposals (5.813)
Depreciation at 27 April 2013 156,148
Net book value at 27 Apnl 2013 64,050
Net book value at 28 April 2012 51,584
Net book value at 30 Apnl 201 | 60,042

Property, plant and equipment has been written down by £1,998,000 (2012 £2,191,000), following an impairment
review of the carrying value of certain retail assets based on prevaiing market trading conditons The recoverable
amounts of assets were determined from value sn use calculanons that incorporated eight-year cash flow estumates
discounted at an appropriate pre-tax discount rate of 10% (2012 10%} The cash flows reflected management’s best
esumates of revenue, margin and operatung costs over the forecast period and no reasonably possible change In
assumpuons would result in further impairment

The carrying value of plant and equpment held under finance leases at 27 Aprl 2013 was £4,442,000

{2012 £5,150.000), of which £m! (2012 £mil} 15 included within additions durning the year Leased assets are pledged
as security for the related finance leases
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14, Intangible assets

Goodwill

£000

Cost at 30 April 2011 69,347
Cost at 28 April 2012 69,347

Cost at 27 Apni 2013 69,347
Provision at 30 Apnl 2011 (65.347)
Provision at 28 Apnl 2012 (69.347)
Provision at 27 April 2013 (69,347)

Net book value at 28 April 2012 and 27 April 2013 -

Goodwill of £69,347.000 which arose on the acquisiion of the trade and assets of the subsidiary undertaking
Waterstones Overseas Limited on 26 April 2008 was capitalised  This goodwill was subject to an annual imparrment.
review so as to ensure that the carrying amount was not greater than the recoverable amount On the basis of such
a review, provision was made at 30 April 2011 aganst the full value of the goodwill This reflected the valuanon of
the Company inherent in the sale of the business by HMV Group pic on 28 June 2011 for £53 5m on a cash-free,
debt-free basis

15. Investments: subsidiaries

Cost Provision Net book value
£000 £000 £000
At 30 April 2011 27,261 - 27,261
At 28 April 2012 27,261 B 27.261
At 27 Apnl 2013 17,261 - 27,261

The Company's principal subsidiary undertakings, which are 100% directly owned, are as follows

Name of undertaking Country of incorporation Activity
Waterstones Overseas Limited England & Wales Non-trading
Harchards UK Linmited England & Wales Non-trading

14. Trade and other receivables

2013 2012
£000 £000
Current.

Trade receivables 1,502 4,432
Amounts owed by parent and fellow subsidiary undertakings 686 817
Other receivables 5,662 10,192
Prepayments and accrued income 32,908 30,951
40,758 46,392

The carrying value of trade and other recewvables approximates to far value Trade recevables are stated net of a
provision for impairment of £16,000 (2012 £47,000} Credit risk i1s imited as the Company has minimal levels of
trade receivables due to the nature of its retailing business See Note 23 for a discussion of credic risk. Trade and
other recevables are non-interest bearing and are generally on 30 day terms See MNote 31 for the terms and
conditions relaung to related party recervables
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17. Inventones

Inventories primanly comprise fished goods and goods for resale. The replacement cost of inventories 1s considered

to be not maternally different from the balance sheet value

18. Cash and short-term deposits

2013 2012
£000 7000
Cash ac bank and in hand 15,024 19.819
Cash at bank earns interest at floating rates based on daily bank deposit rates
19. Trade and other payables
2013 2012
£000 £000
Current.
Trade payables 35,572 40,400
Amounts owed to UK parent, ulumate European parent and
fellow subsidiary undertakings 130,300 100,418
Orther payables 41,843 39,272
Accruals and deferred income 22,339 26,312
230,054 206,402

The carrying value of trade and other payables approximates to fair value Trade payables are not interest-bearing
and are generally settled on 30-60 day terms Other payables and accruals are not interest-bearing Of the amounts
owed to UK parent, ulumate European parent and fellow subsidiary undertakings, £98,990.000 (2012 £69,109,000) 15
repayable on demand, (£93.030,000 of which 1s repayable within 30 days of demand and £5.960,000 immediately) and
on which interest 1s charged at 7% per annum or the base rate of Barclays Bank plc at date of advance plus 4%,

whichever 1s higher

No interest 1s charged on the remaiming amounts owed to parent and fellow subsidiary See Note 31| for the terms

and conditions relating to related party payables

20. Interest bearing loans and borrowings

1013 2012
£000 £000

Non-current.
Obligations under finance leases (see Note 29) 2,112 2,720
2,112 2,720

Current.

Obhgations under finance leases (see Note 29) 607 702
607 702

The carrying value of interest bearing loans and other borrowings approximates to far value
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21. Provisions

Total
£000
At 28 April 2012 4,481
Charged during the year 607
Provisions utihsed (922)
At 27 April 2013 4,166
Analysed as
Current 2,524
Non-current 1,642
4,166

Provisions almost entirely consist of amounts in respect of store closures and restructuring  The uulisaton of
provisions 1n the year largely reflects store closures The £607.000 provision created in the year related to further
store closures £475.000 of the provisions are expected to be utilised after five years from the balance sheet date

22. Dernvative financial instruments

Currency derivatives

The Company can use derwvative instruments as part of a policy of managing foreign currency exchange nisk arising on
expected future purchases of internationally sourced products The implementation of these derivative instruments
1s negotated to match expected purchases and they therefore qualfy for hedge accountung The fair value of cash
flow hedges n place at 27 April 2013 s £l (2012 £mil}

The total nouonal amount of outstandng foreign currency contracts to which the Company was commutted at 27
Aprid 2013 was £ml 2012 £nily

23. Financial risk factors

The Company’s business exposes It ta certain limited financial risks such as hquidity risk, interest rate risk, credic risk
and foreign exchange risk

Liquidity risk
During the year under review the Group had sufficient funds and facilies avarlable to satisfy its current requirements

The Company has access to UK parent and European parent funding facilines under loan agreements that were put in
place on and since acquisition by Waterstones Holdings Limited These funding faciliues consist of a revelwng credit
facilicy of £65m and a term loan of £33m The Company 1s also a guarantor to the UK Parent Company’s US$57m
bank loan facility This facility has a current expiry of 31 October 2013 subject to further extension or replacement.
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23, Finanaial risk factors (continued)

Analysis of the maturity profile of the Company's financial habiities at 28 April 2013 15 shown below

Less than 3o 12 More than

On demand 1 months months I to§ years S years Total

£000 L000 £000 £000 £000 £000

Finance leases - 160 478 2,240 - 2,878
Trade and other payables 98,990 131,064 - - - 230,054
At 27 Apnl 2013 98,990 131,224 478 2,240 - 232,932
Finance leases - 185 569 2,360 562 3,676
Trade and other payables 69,109 137,201 - - - 206,310
At 28 Apn! 2012 69,109 137,386 569 2.360 562 209.986

Interest rate risk
The Company 1s exposed to interest rate risk from its borrowings and cash deposits However, the strong seasonahty

to the Company's trading pattern provides a natural hedge against interest rate risk The net exposure 1s monitored
on a regular basis

Credit risk
The Company’s credit risk anses from its cash and outstanding receivables The Company manages cash balances by
repaying drawings under the revolving credit facility

Due to the nature of the Company's retailing business credit nsk from trade receivables 1s imited  Allowances are
made for doubtful debts based on the age of the debt and the customer’s financial circumstances

Foreign exchange risk

Forward foreign exchange contracts are used to hedge the foreign exchange risk of imports where volumes are
significant No speculatve positions are entered inte  There were no currency contracts outsanding at the current
or prior balance sheet date {(see Note 22)

Sensitivity analysis
The following sensitivity analysis illustrates the sensitivity to changes i market varmable of the Company's financial
instruments and shows the impact on profit or loss before mx and shareholders’ funds

Interest rate sensitvity

Based on the Company's net debt posituon at the year end, and including interest bearing intercompany loans, a 100
basis points movement in interest rates would affect the Company's profit or loss before tax and shareholders’ equity
by approximately £0 7m (2012 £0 5m)

Foretgn exchange rate sensitivity
The Company imports products from overseas A 10% change n the value of Euro and US Dollar against Sterling

would affect the Company’s profit or loss before tax and the shareholders’ equity by approximately £0 2m (2012
£0 2m)

Capital management
During the year under review, the core objecuve of the Company was to ensure that it would be able to conunue to
operate as a going concern, as well as having sufficient funds available to grow the business for the benefit of its parent
company and other stakeholders The capital structure of the Company comprises loans and borrowings through its
intra-group faciines (see Note 19). cash and cash equivalents (see Note 18) and equity attributable to the parent
company (see Note 25)

The Company 15 also a guarantor to the UK Parent Company's US$57m bank loan facihty This facihty has a current
expiry of 31 October 2013 subject to further extension or replacement.
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24 Additional cash flow information

Meovements in the Company's net debt position are as follows

At 28 April Other non- At 27 April
2082 Cash flow  cash changes 2013
£000 £000 £000 £009
Cash at bank and in hand 19819 5,205 - 25,024
Cash and cash equivaients 19,819 5,205 - 25,024
Loans and borrowings — non-current (2,720) - 608 (2,112)
Loans and borrowings — current {702) 703 (608) (607)
Toul loans and borrowings (3,422) 703 - (2,719)
Net debt 16,397 5,908 - 22,305
At 30 Apnil Other non-cash At 28 Apnl
201 Cash flow changes 2012
£000 £000 £000 £000
Cash at bank and in hand 15,347 4,472 - 19.8§9
Cash and cash equivalents 15,347 4472 - 19,819
Loans and borrowings — non-current (3,389} - 669 (2.720)
Loans and borrowings — current (734) 70! (66%9) (702)
Total loans and borrowings (4.123) 701 - (3.422)
Net debt 11,224 5,173 - 16,397
Other non-cash changes represent movements 1n finance lease funding
25. Share capital
2013 2012 2013 2012
Number 000 Nurmnber ‘000 £000 £000
Authorised
Ordinary Shares of £1 each 121,014 121,014 121,014 121,014
Allotted, called up and fully paid
Ordinary Shares of £{ each 71,014 71,014 71,014 71,014
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26. Share-based payments

Prior to the separauon of Waterstones from the HMV Group plc on 28 june 2011, certan of the Company’s
employees partcipated in share-based payment schemes of the HMY Group plc Al such parttapation ended on the
date of separation Subsequently, MMV Group plc entered admimistration on |5 January 2013 with no value expected
to accrue to its shareholders

Equity-settled share option plan

During the prior period certan of the Company's employees parucipated in an equity-settled share opuon plan of the
{former) ulumate parent undertaking HMV Group plc, known as the HMV Group plc 2002 Execuuive Share Option
Scheme (the "2002 Scheme') This scheme was used for grants of options from 2002 unal the financial year ended 28
April 2007, when it was replaced with the HMVY Performance Share Plan

Pursuant to the rules of the 2002 Scheme, options were granted at the five-day average of the market value of HMV
Group plc's shares on the date of grant The options ¢can normally only be exercised after three years and then
subject to the achievement of earnings per share targets imposed at the date of grant. If opttons remain unexercised
after a period of 10 years from the date of grant, the aptions expire and options are forfeited if the employee leaves
the Group before the opucn vests or before vested options are exercised However, the employee’s nights to
exercise the cutstanding options are unchanged by the change of ownership of the Company

There was no charge for share options in respect of employee services durmg the period ended 27 Apri 2013 (2012
£nil) There were no grants of share opuons during the period under review or the prior period

2013 2013 2012 2012

Weighted Weighted

average average

Options exercise price Cpuons exercise price

Number Pence Nurber Pence

Cutstanding at beginning of period - - 156,142 167
Lapsed during the period - - (156,142) 167
Qutstanding at end of the period - - - -
Exercisable at end of the period - - - -
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26. Share-based payments (continued)

Equity-settled deferred annual bonus

During the prior period certain of the Company's seror management were eligible for a deferred annual bonus that
1s equity-settled in the shares of the ulumate parent undertaking, HMV Group plc  This is the HMV Group plc
Incentive Plan for Senior Executives (HIPS) Under this arrangement, these awards are made In shares and the
number of shares awarded, together with the farr value of the award. 1s determined by reference to the market value
of shares at the me the award 1s made, not when it ts paird No adjustment to value 1s made for expected dividend
income during the vesting pertod  The deferred award normally vests following the durd anniversary of the end of
the financial year in which the award 1s made. subject to the performance of the individual

The charge in respect of deferred awards during the period ended 27 April 20 13 was £nd (2012 £3,000}

The number and weighted average fair values of, and movements In, deferred share awards during the year are as
follows

2013 2013 2012 2012

Weighted Wesghted

average average

Share awards fair value Share awards fair value

Number Pence Number Pence

Outstanding at begmning of peniod - - 120.160 76
Vested during the period - - {120,160) 76
Outstanding at end of the period - - - -

Of the outstanding balance at 201 |, the assessment of performance conditions at 30 Apnil 2011 and the change in
Company ownership resulted in 120,160 share awards vesung in 2012

Equity-settled Performance Share Plan (‘PSP’)

Under the PSP certam employees are granted an award of shares of the ulumate parent undertaking, HMV Group plc,
which vest after three years provided that preset performance criteria, set by the Remuneration Cormmittee of HMV
Group pl, are met For awards up to and including grants made duning the year ended 25 Apri 2009, vestung
conditions were non-market related, primanly being Group earnings per share targets For the award granted during
the year ended 30 April 2011, the vesting conditions also include a market related element, being relative total
shareholder return The charge i respect of the PSP during the year ended 27 April 2013 was £nil (2012 £mil)

The number and weighted average fai- values of, and movements in, PSP awards during the year are as follows

013 2013 2012 2012

Weighted Werghted

average average

Share awards faiwr value Share awards fair value

Number Pence Number Pence

Outstanding at beginning of period - - 796,80% 89
Lapsed during the period - - (796,809) 89
OQutstanding at end of the period - - - -
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26. Share-based payments {continued)

Equity-settied Performance Share Plan {‘PSP’) (continued)

The fair value of the PSP grant during the 201 | financial year was based on the following assumptions

Number of Fair Price at Expected Expected
shares value grant date term dmvdend Expected HRisk free Yestng
Award date granted Pence Pence Years yeld %  volatiity % rate % condiaon
7 July 2010 151,778 44 58 3 nfa nfa nfa Non-market’
7 July 2010 151,777 30 58 3 61 4232 I 55 Market’

' Earmings per share
2 Total shareholder return

All awards outstanding under the PSP lapsed on 28 June 2011 on the change of ownership of the Company
27. Contingent habilities

The management of Waterstones Booksellers Limited 1s not aware of any legal or arbwtranon proceedings pending or
threatened against the Company which may result in any labliues significantly in excess of provisions in the financial
statements

The Company 15 a guarantor to the UK Parent company’s US$57m bank loan facility Part of the security for this loan
facihity 1s a debenture on the assets of the Company, including the Waterstones brand

28. Pension arrangements

The Company's employees, untl 28 June 2011, paruapated in the HMV Group Pension Scheme, which had two
sections — the Pension Saver Sectuon and the Pension Benefit Section In respect of the Pension Benefit Section, there
was no contractual agreement or stated policy for charging the net defined benefit cost measured i accordance with
1AS 19 to individual Group entiies  As a consequence, for both schemes, the Company recognised a penston cost
equivalent to the contributions payable during the financial period

Following the separauon of Waterstones from the HMV Group plc on 28 June 2011, the Waterstones Group
Personal Pension Plan ("'VYWGPPP') was introduced to mirror the arrangements that were n place for eligible staff
under HMV The WGPPP s established under a Trust admimistered by Company Trustees The scheme provides
members with individual pension saving accounts in their own name, with a range of nvestment oputions avatdlable
Members can choose to pay from 2% to 6 5% of pensionable salary, with the members' contributons matched by
Waterstones to a maxamum of 6 5%
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29. Obligations under leases

Obligations under operating leases

The Company operates enurely from properues in respect of which commercial operating leases have been entered

into These leases have an average remaining duration of 5 years At the end of the period, future munimum rentals
payable under non-cancellable operating leases were as follows

Land and buildings Other Total
2013 2012 2013 2012 2013 2012
£000 £000 £000 £000 £000 £000
Not later than one year 46,564 49,505 136 175 46,700 49,680
Between two and five years
inclusive 143,040 156,324 108 138 143,148 156,462
After five years 93,841 110,315 - - 93,841 110,315
283,445 316,144 244 313 283,689 316,457

The Company has also sublet space in certain properves The future mimmum sublease payments expected to be
receved under non-cancellable sublease agreements as at 27 April 2013 1s £2,330,000 {2012 £3,975.000)

Obligations under finance leases

The Company has acquired certain plant and equipment under finance lease arrangements These leases have no
terms of renewal, purchase opuons or escalation clauses At the end of the period, future mimmum payments under
finance leases were as follows

2013 2012

£000 £000

Not later than one year 638 754

Between two and five years inclusive 2,240 2,360

After five years - 562

1,878 3,676

Less finance charges allocated to future periods (159) (254)

Present value of minimum lease payments 2,719 3,422
The present value of mummum lease payments 1s analysed as follows

2013 2012

£000 £000

Not later than one year 607 702

Between two and five years inclusive 2,112 2,192

After five years - 528

2,719 3,422

30. Ultimate parent undertaking

The immediate parent undertaking and ulumate UK parent undertaking of the Company 1s Waterstones Heldings
Lrmited The ulumate European parent undertaking of the Company 15 A&NN Holdings Limited, registered i
Cyprus, which 1s itseff a subsidiary of A&NN Capital Management Fund Lirited

The largest and smallest group, including the Company, for which consolidated accounts are prepared and are
publically available 15 that headed by ¥Waterstones Holdings Limited Copies of these financial statements can be
cbtained from the Company Secretary, 203-206 Piccadilly, London, W] 9HD
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31. Related party transactions

Transactions entered into and balances outstanding with related parues at the end of the period are as follows

Services recerved  Services rendered  Amounts owed Amounts owed
from related party o related party by relfated party to related party
£000 £000 £000 £600

With European parent undertaking
2013 5,960
2012 - - - 5.434
With ulumare UK parent undertaking
2013 - - - 93,030
2012 - - - 63,675
With fellow subsidianes
2013 - 261 686 31,310
2012 - 283 817 31,309

Included within amounts owed to related parties s £990m (2012 £69 Im} of intercompany loans, repayable on
demand, on which mnterest 1s charged at the higher of 7% per annum or the base rate of Barclays plc at date of
advance plus 4% No interest 1s charged on the remaining intercompany balances

The Company's employees untl 28 June 2011, parucipated m the HMV Group Pension Scheme, which had two
sections — the Pension Saver Section and the Pension Benefit Section  In respect of the Pension Benefit Section, there
was no contractual agreement or stated policy for charging the net defined benefit cost measured in accordance with
IAS 19 to mdividual Group entrmies  As a consequence, the Company recognised a pension cost equivatent to the
contributions payable during the financial perod

A number of share-based payment schemes were operated during the prior year by the ulumate parent undertakmg,
HMV Group plc. in which the Company's employees parucipated The Company recognised the transfer of equity
nstruments to its employees as share-based payment transactions within the scope of IFRS 2 Share-based Payments
Further detals are given in Note 26

Remuneration of key management personnel
The remuneration of the Directors of the Company 1s set out in Note 8
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