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WATERSTONES HOLDINGS LIMITED REPORT AND ACCOUNTS 2013
Company Number 07673642

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 17 October 2013

The Company acts as a holding company for the Waterstones businesses. which were acquired on 28 June 201 1.
Consequently, the trading figures for the previous period stated 1n these financial statements relate to the 45 week
penod from dhs acquisivon date to 28 Aprid 2012 and so are not directly comparable

Business review

The Group operates as a bookseller through a chain of bookshops in the United Kingdom, ireland. Holland and
Belgium and through the Waterstones com e-commerce website

On 28 June 2011, the entre issued share capital of each of Waterstones Booksellers Limited, Waterstones
Booksellers Irefand Limited, Waterstones Booksellers Belgium SA and Waterstones Booksellers Amsterdam BY
was acquired from HMV Group plc for £53 5m on a debt and cash free basis This purchase price was less than the
far value of the assets acquired, resulung in a gain of £12 8m being recognised in the prior period The first period
of trading was impacted by the disruption of a change of ownership coupled with a difficult high street book
market caused by strong competition from onhne retailers and the growth of digital reading

Although the underlying market condiuons remain challenging, the new management team has made significant
progress in transforming the acquired businesses, striving for excellence in bookselling whilst continuing to develop
a range of non-book merchandise, introducing Waterstones' 'Cafe W™ in an imtial 12 shops (as at 27 April 2013)
and launching an in-store Kindle digital offer This transformaton 1s supported by substantial and on-going capital
investment (£29 5m in the period), focused on remnvigorating 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 capital efficiency, with inventory levels reduced by £13 Im on the prior period end, whilst margin and
operating costs have been efficiently managed across the business

As a result of this, the operating loss before exceptional wems was £12.5m, an improvement from a loss of £14 9m
in the prior 45 week period Operating exceptional costs totalled £5 ém (2012 £3 3m), including £2 2m of store
closure costs, £2 0m impairment of property, plant and equipment and £1 4m of orgamisational resoructuring

The loss after taxaton amounted to £26 Om (2012 loss of £9 0m) No dividend was paid during the peniod and the
Directors recommend that no final dvidend be declared with the loss being transferred to reserves

During the period under review, eight stores were closed, resultung in a total estate of 283 stores at 27 Aprii 2013
Principal risks and uncertainties

The princaipal risks relevant to the Group are idenufied as, (1) the competitive nature of s markets, (1) the growth
of new methods of digital delivery, {m) the general sensiuvity to changes in economic conditions, (iv) the
seascnality of the business, (v) agreements with key suppliers, (v} damage to reputaton or brands, (vn) the
maintenance and development of informatcn technology systems, and (vin} artracting, moutvaung and retaining key
staff



WATERSTONES HOLDINGS LIMITED REPORT AND ACCCOUNTS 2013
Company Number 07673642

DIRECTORS’ REPORT (CONTINUED)
Directors

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

Employee policies

Warterstones operates a decentralised HR funcuon Thes provides greater accountability to employees and aids
the development of flexeble and entrepreneurial book teams that can thrive under the difficult competitive market
pressures that Waterstones trades in Decentrahsed employee policies support a flexible local service, 'mproving
response umes and maamising the use of avallable resources, whilst minimising costs

VWaterstones ts committed to maintaining and improwving an equal and diverse workplace, free from discrimmation
on the grounds of age, gender, nattonality, religion, non-job related disability, sexual orientation or marital status It
also aspires to be an employer of choice and aims to provide opportunities for individuals to develop and
contribute through employee forums and focus groups

Policy on payment of creditors

During the period under review, the Group did not impose standard payment terms on its suppliers but agreed
speafic terms with each and ensured that each supplier was made aware of such terms It was the Group's policy
to pay its suppliers in accordance with the terms that they had agreed The Group had 67 (2012 74) days’
purchases outstanding as payable at 27 April 2013 The Company 1s a holding company and therefore has no trade
creditors

Charitable donations

The Group made charitable donations of £69,000 {2012 £77,000} in the period under review During the penod
under review it was Group policy not to make donations to pohtcal parties and, therefore, no poliucal denations
were made

Auditors

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

| to the best of each Director’s knowledge and belief, 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 informavion and to establish that the Company’s auditors are aware of that informatron

A statement of the Directors’ responsibility for the financial statements can be found on page 5, which 15 deemed
to be incorporated by reference in (and shall be deemed to form part of) this report

Ernst & Young LLP have indicated their willingness to be reappointed for another term and appropriate
arrangements have been put i place for them to be deemed reappomted in the absence of an AGM




WATERSTONES HOLDINGS LIMITED
Cormpany Number 07673642

REPORT AND ACCOUNTS 2013

DIRECTORS’' REPORT {CONTINUED)
Gomng concern

The Directors report that, having reviewed current performance and forecasts, they have a reasonable
expectation that the Group has adequate resources and access to funding, through the conunuing support of the
ulumate parent undertaking, t¢ continue in operational existence for the foreseeable future On this basis, they
conunue to adopt the going concern basis in preparing the finanoal statements

By order of the Board

e

M T Miles
Secretary

17 October 2013



WATERSTONES HOLDINGS LIMITED REPORT AND ACCOUNTS 2013
Company Number 07673642

STATEMENT OF DIRECTORS’ RESPONSIBILITY

The following statement, which should be read In conmunction with the Auditors’ statement of ther
responsibilivies, ts made with a view to disunguishing for shareholders the respective responsibiities of the
Directors and the Auditors in relation to the financial statements

The Directors are responsible for preparing the financral statements in accordance with applicable Enghish law and
those International Financial Reporting Standards as adopted by the European Union (IFRS)

The Drrectors are required to prepare financial statements for each financial period that present a true and far
view of the financial positon of the Company and of the Group and the financial performance and the cash flows
of the Company and of the Group for that period In preparing those financial statements, the Directors are
required to

)] select suitable accounting policies In accordance with 1AS 8 Accounung Policies, Changes i Estmates and
then apply them consistently,

() present information, including accounting policies, In a manner that provides relevant, reliable, comparable
and understandable information,

(m) provide addinional disclosures when comphiance with the speafic requirements i IFRS 1s imsufficient to
enable users to understand the impact of particular transactions, other events and condmions on the
enuty’s financial posion and financial performance,

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

) make judgements and esumates that are reasonable and prudent

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

We confirm that. to the best of our knowledge

0] the financial statements, prepared in accordance with IFRS, present fairly the assets, liabiliues, financial
position and profit of the Group taken as a whole, and

(n) the Directors’ Report includes a fair review of the development and performance of the busmess and the
position of the Group, together with a description of the principal risks and uncertainues thac the Group
may face

By order of the Board

A ] Daunt R C A Hingley
Director Director
17 Octrober 2013 17 October 2013




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

Ve have audited the financial statements of Waterstones Holdings Limited for the 52 weeks ended 27 April 2013
which comprise the Consolidated Income Statement, the Statement of Comprehensive Income, the Balance Sheets,
the Statement of Changes in Equity, the Cash Flow Statements and the refated notes i to 29 The financial reporting
framework that has been applhed in their preparation i1s appilicable law and Internatienal Financial Reporting
Standards (IFRSs) as adopted by the European Union and, as regards the parent company financial statements, as
applied in accordance with the provisions of the Companies Act 2006

This report 1s made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Compamnes 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 auditor

As explained more fully mn the Directors’ Responsibilinies Statement set out on page 5, the directors are
responsible for the preparation of the financial statements and for being sausfied that they give a true and fair view
Our responsibility 1s to audit and express an opimion on the financial statements in accordance with apphcable law
and International Standards on Audiong (UK and Ireland} Those standards require us to comply with the Auditing
Practices Board's Ethical Standards for Auditors

Scope of the a2udit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficient 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 accounting policies are appropriate to the group’s and the parent
company’s circumstances and have been consistently applied and adequately disclosed, the reasonabieness of
significant accounting estimates made by the directors, and the overall presentation of the financial statements In
addition, we read 21l the financial and non-financial informauon in the Report and Accounts to tdenufy material
Inconsistencies with the audited financial statements If we become aware of any apparent material misstatements
or inconsistencies we consider the iImphcanons for our report

Opinion on financial statements
In our opinmion

P the financal statements give a true and fair view of the state of the group's and of the parent company's affairs
as at 27 April 2013 and of the group's toss for the 52 weeks then ended,

» the group financial statements have been properly prepared in accordance with [FRSs as adopted by the
European Union,

» the parent company financial statements have been properly prepared in accordance with IFRSs as adopted by
the European Union and as applied in accordance with the provisions of the Companies Act 2006, and

» the financial statements have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Companies Act 2006

In our opmion the information given in the Directors’ Report for the finanaal 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 iIf,in our opmnton

*» adequate accounting records have not been kept by the parent company, or returns adequate for our audit
have not been received from branches not visited by us, or

»  the parent company financial statements are not in agreement with the accounung records and returns, or

certain disclosures of directors’ remuneranion specified by law are not made, or

» we have not received ail the informauon and explanauons we require for our audit.

6(\'&71: b L{DMMS LLY

John Flaherty (Semior statutory auditor)

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

24 October 2013

v



WATERSTONES HOLDINGS LIMITED
Company Number 07673642

- REPORT AND ACCOUNTS 2013

CONSOLIDATED INCOME STATEMENT

For the 52 weeks ended 27 April 2013 and the 45 weeks ended 28 April 2012

Before Exceptional

exceptional items items Total

2013 2013 013

Notes £000 £000 £000

Revenue 3 413,950 - 413,950
Cost of sales (400,354) (4,255) (404,609)

Gross profit 13,596 (4,255) 9,341
Adminustrative expenses (26,139) (4,384) (27,523)
Operating loss 4 (12,543) (5,639) (18,182)
Finance income 9 765 - 765
Finance costs 10 (8,365) - (8,365)
Loss before taxaton (20,143) (5,63%) {25,782)
Taxation I (229) H (218)
Loss for the period (20,372) (5,628) {26,000)
Before Excepucnal

excepuional items Iitems Total

2012 2012 2012

Notes £000 £000 £000

Revenue 3 372,033 - 372,033
Cost of sales {364,576) (3,046) (367.622)

Gross profit 7.457 (3,046} 4,411
Administrative expenses (22,307) (273) (22,580)
Operating loss 4 (F4.850) (3.319) (18.169)
Gain on bargain purchase - 12,810 12,810
Finance income 9 287 - 287
Finance costs 10 (3.654) - (3.654)
Loss before taxation (18.217) 9.491 (8,726)
Taxation L (735) 457 (278)
Loss for the period (18,952) 2,948 (9.004)

See Accounting Policies on pages 12 to 17 for the description of the 2013 and 2012 reporting period

For detalls of the exceptional tems included above, see note 6

Al results relate to conunuing activites, which were acquired tn the prior period



VWATERSTONES HOLDINGS LIMITED REPORT AND ACCOUNTS 2013
Company Number- 07673642

STATEMENT OF COMPREHENSIVE INCOME
For the 52 weeks ended 27 Aprit 2013 and the 45 weeks ended 28 April 2012

Group Group
2013 2012
Notes £000 £000
Loss for the period attributable to the shareholders of the
Company (26,000) (9,004)
Actuarial loss on defined benefit pension scheme 25 (1,651) (258)
Foreign exchange difference on retranslavon of foreign
operations 101 (321)
Other comprehensive loss for the penod (1,560) (689)
Tax on items recognised directly in equity Ll 324 39
Total comprehensive loss for the pertod attributable to the
shareholders of the Company (27,236) (9.654)




WATERSTONES HOLDINGS LIMITED REPORT AND ACCOUNTS 2013
Company Number 07673642

BALANCE SHEETS

Group Group Company Company as
as at as at as at at
17 April 28 April 17 April 28 Apnil
2013 2012 2013 2012
Naortes £000 £000 £000 £000
Assets
Non-current assets
[nvestment in subsidianes 13 - - - -
Property, plant and equipment 12 64,525 52,203 - -
Deferred income tax asset I 326 51 - -
Retirement benefit asset 25 - 15 - -
64,851 52269 - -
Current assets
Inventories 15 87,131 80,246 - -
Trade and other receivables |4 46,693 47,859 93,029 63,674
Current income tax recevable 7 52 - -
Cash and short-term deposits 16 27,121 20,687 381 239
140,972 148,844 93,410 63913
Total assets 205,823 201,143 93,410 631913
Liability
Non-current habilities
Retirement benefit habihtes 25 (1,752) - - -
Deferred income tax hability I (321) (326) - -
Interest bearing loans and borrowngs 18 (2,112) (2.720) - -
Provisions 19 (1,642) (2,661) - -

(5.,827) (5.707) - -
Current habilities

Current income tax payable 51 - - -
Trade and other payables 17 (183,089) (189,346) (74,243) (78.341)
Interest bearing loans and borrowings 18 (38,052) {(702) {(37,444) -
Provisions 19 (3,018) (2,336) - -
(224,210) (192,384) (111,687) (78.341)
Total liabilities (230,037) (198,091) (111,687) (78,341)
Net (habihities) assets (24,214) 3,022 (18,277} (14.428)
Equity
Share capital 23 12,676 12,676 12,676 12,676
Foreign currency translation reserve (290) (391) - -
Accumulated losses (36,600) (9.263) (30,953) (27,104)
Total equity (24,214) 3,022 (18,277) (14,428)

The financial statements were approved by the Board of Directors on |7 October 2013 and were signed on its
behalf by

A ) Daunt R C A Hingley
Director Director




WATERSTONES HOLDINGS LIMITED REPORT AND ACCOUNTS 2013
Company Number 07673642

STATEMENTS OF CHANGES IN EQUITY
For the 52 weeks ended 27 April 2013 and the 45 weeks ended 28 April 2012

Group
Foreign

currency Accum-

Share translation ulated
Notes capital reserve losses Total
£000 £000 £000 £000
Loss for the period - - {5.004) {9.004)
Other comprehensive iIncome - (391) (259 (650)
Total comprehensive loss - (391) (9.263) (9.654)
Issue of share caprtal 12,676 - - 12,676
At 28 April 2012 12,676 (391) (9,263) 3,022
Loss for the period - - (26,000) {26,000)
Other comprehensive mcome - 101 (1,337) (1,236)
Total comprehensive loss - 101 (27,337) (27,236)
At 27 April 2013 12,676 (290) (36,600) (24,214)

Company
Foreign

currency Accum-

Share transtation ulated
Notes capital reserve losses Total
£000 £000 £000 £000
Loss for the period - - (27.104) (27.104)
Other comprehensive income - - - -
Total comprehensive loss - - (27.104) (27.104)
Issue of share capital 12,676 - - 12,676
At 28 Apnl 2012 12,676 - (27,104) (14,428)
Loss for the period - - (3,849) (3,849)
Other comprehensive income - - - -
Total comprehensive loss - - (3,849) (3,849%)
At 27 April 2013 12,676 - (30,953) (18,277)




WATERSTONES HOLDINGS LIMITED
Company Number 07673642

REPORT AND ACCOUNTS 2013

CASH FLOW STATEMENTS

For the 52 weeks ended 27 April 2013 and the 45 weeks ended 28 Apnil 2012

Group Group Company Company
2013 2012 2013 2012
Notes £000 000 £000 £000
Cash flows from operating activities
Loss before tax (25,782) (8,726} (3,849) (27,104)
Nert finance costs 7,600 3,367 2,516 617
Gan on bargain purchase - (12,810} - -
Operating loss (18,182) (18,169) (1,333) (26487
Depreciation 12 14,536 11,476 - -
Impairment charges 4 1,998 1,052 - 24,131
Loss on disposal of property, plant and equipment 590 518 - -
Foreign exchange gains and josses 851 - 852 -
Pension contributions less income statement charge (8) 4 - -
@15 G.119) 481)  (2.356)
Movement in iInventories 13,115 4,904 - -
Movement in trade and other receivables 1,543 (6.219) (24,278) (60.839)
Movement in trade and other payables (10,770) 77,584 (8,235) 74,889
Movement n provisions {348) (2,593) - -
Cash generated from operations 3,325 68,557 (32,994) 11,694
Income tax paid (98) {57) - -
Net cash flows from operating activities 3,227 68,500 (32,994) 11,694
Cash flows from investing activities
Purchase of property, plant and equipment (29,441) (6,178) - -
Proceeds from sale of property, plant and
equipment - 9 . -
Cash outflow from investment in subsidiaries - (58,658) - (24,131}
Cash acquired with subsidiary - 5,181 . -
Interest received 259 85 14t -
Net cash flows from investing activities (29,182) (59.559) 141 {24,131)
Cash flows from financing activities
Proceeds from issue of share capital - 12,676 - 12,676
Interest pard (2,425) (15) (2,365) -
Repayment of capital element of finance leases (702) (610) - -
New bank loans raised 35,149 - 35,149 -
Costs of raising finance {702) - (702) -
Net cash flows from financing activities 31,320 12,051 32,082 12,676
Net increase in cash and cash equivalents 5,365 20,992 {(T71) 239
Opening cash and cash equivalents 16 20,687 - 239 -
Effect of exchange rate changes 1,069 (305) 213 -
Closing cash and cash equivalents 16 27,121 20,687 381 239




WATERSTONES HOLDINGS LIMITED REPORT AND ACCOUNTS 2013
Company Number 07673642

NOTES TO THE FINANCIAL STATEMENTS

| Corporate information

The consolidated financial statements of the Group for the period ended 27 April 2013 were authorised for issue
by the Board on 17 October 2013 The Company ts a imited company incorporated and domiciled in England and
Wales

2. Accounting policies
Basis of preparation

The consolidated financial statements have been prepared in accordance with International Financial Reporting
Standards (IFRS) as adopted by the EU as they apply to the financial statements of the group for the 52 weeks
ended 27 Apnl 2013 and in accordance with the provisions of the Companies Act 2006

The consclidated financial staterments have been prepared on a historical cost basis, except for fixed assets and
mventories that have been measured at fair value The consolidated financial statements are prepared in pounds
sterhing and all values are rounded to the nearest thousand (£000) except when otherwise indicated

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

Basis of consolidation

The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at 27
April 2013

Subsidiartes are fully consohdated from the date of acquisiuen, being the date the Group obtains control and
continue to be consolidated unti the date when such control ceases The financial statements of substdiaries are
prepared for the same reporting peried as the parent company using consistent accountng policies The financial
statements for companies m the Warerstones group are made up to the Saturday on or immediately preceding 30
Aprit each year Consequently, the financial statements for the current period cover the 52 weeks ended 27 April
2013 whilst the comparauve pertod covered the 45 weeks from the Company’s formatcon to 28 April 2012 The
financial statements are prepared in accordance with applicable accounting standards and specifically in accordance
with the accounting policies set out below

All intra-group balances, transactions, unrealised gains and losses resulung from ntra-group transactions and
dividends are eliminated on consehdanon

Business combinations and goodwill

Business combinations are accounted for using the acquisiuon method The cost of an acquisition s measured as
the aggregate of the consideraion transferred, measured at acquisiion date, at fair value Acquisition costs
incurred are taken to the income statement and included in administrauon expenses

When the group acquires a business, i1t assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and perunent
condilons as at the acquistion date Assets and babilites are recorded at far value 1n accordance with IFRS 3
revised

Goodwill 1s initially measured at cost, being the excess of the aggregate of the consideration transferred and the
amount recognised for the non-controlling interest over the net idenufiable amounts of the assets acquired and
habilies assumed In exchange for the business combination If this consideration 1s lower than the fair value of the
net assets of the subsidiary acquired, the difference 1s recogmised in profit and loss for the period




WATERSTONES HOLDINGS LIMITED
Company Number 07673642

REPORT AND ACCOUNTS 2013

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. Accounting policies (continued)
Foreign currency translation

The Group's consolidated financial statements are presented in paunds sterling, which 1s also the parent company's
funcuonal currency Each ennty in the Group determines its own functiona! currency and items included 1n the
financial statements of each entuty are measured using that funcnional currency

Transactions and balances

Transacuons and balances are imitially recorded by Group enuues at their respective funcuional currency spot rates
at the date the transacuon first qualifies for recognition

Monetary assets and labiives denominated in foreign currencies are retransiated at the funcuonal currency spot
rate at the reporung date

All differences arising on settlement or retranslation of monetary items are taken to the iIncome statement with
the excepuon of monetary items that are designated as part of a hedge of the Group's net mvestment of a foreign
operation These are recognised in comprehensive income until the net investment 1s disposed of, at which ume
the cumulative amount 1s reclassified to the income statement Tax charges and credits attributable to exchange
rate differences on those monetary items are also recorded in ather comprehensive income

Non-monetary izems that are measured in terms of historical cost in a foreign currency are translated at exchange
rates as at the dates of the iitial transactions Non-monetary items measured at far value n a foreign currency
are transiated using the exchange rates at the date when the fair value 1s determined The gain or foss ansing on
recranslation of non-monetary items 15 treated in hne with the recogmuon of the gain or loss on change in far
value of the item (1e., translation differences on items whose fair value gain or loss 15 recognised in other
comprehensive iIncome or profit or loss s also recogmsed in other comprehensive income or profit or loss,
respectively)

Group companes

On consolidation the assets and liabihities of foreign operations are translated to pounds sterling at the rate of
exchange prevailing at the reporting date and their income statements are translated at the average exchange rates
prevailing for the period Differences on translation are recognised in other comprehensive income 1n a separate
equity reserve On disposal of an overseas company or business, the cumulative exchange differences for that
entity are recognised In the iIncome statement as part of the profit or loss on disposal

Revenue

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

Interest tncome Is accrued on a time bass, by reference to the principal outstanding and the applicable effective
interest rate

Dividend income 1s recognised when the nght to receive payment 1s established

Rental income from sub-let properties 1s recogmsed on a straight ine basis over the penod of the sublease
Taxation

Current tax

Currenst tax assets and habiliies for the current and prior periods are measured at the amount expected to be
recovered from, or paid to, the taxation authorities, based on tax rates and laws that are enacted or substantively
enacted by the balance sheet date

Current ncome tax relating to items recogmised dwectly in equity 1s recognised In equity and not i the income
statement.




WATERSTONES HOLDINGS LIMITED
Company Number (7673642

REPORT AND ACCOUNTS 2013

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

2. Accounting policies {continued)
Taxation {continued)
Deferred tax

Deferred income tax 1s recogmised on all temporary differences at the balance sheet date between the tax bases of
assets and habiiues and thewr carrying amounts for financial reporung purposes

Deferred tax liabilites are generally recognised for all temporary differences and deferred income tax assets are
recogntsed to the extent that it 1s probable that taxable profic will be avallable against which the deducuble
temporary differences can be utihsed The carrying amount of deferred income tax assets 15 reviewed at each
balance sheet date and reduced to the extent that it 1s no longer probable that sufficent taxable profit will be
available to allow all or part of the deferred iIncome tax asset to be uthsed

Such assets and liabilites are not recognised If the temporary difference arises from goodwill or from the mual
recognition {(other than in a busimess combination) of other assets and liabilities 1n a transaction that affects neither
the taxable profit nor the accounung profit.

Deferred income tax assets and habihiues are measured on an undiscounted basis at the tax rates that are
expected to apply when the related asset 1s realised or hability 15 settled, based on tax rates and laws substantively
enacted by the balance sheet date

Taxation 1s charged or credited to other comprehensive mncome if 1t relates to items that are themselves charged
or credited to other comprehensive income, otherwise 1t 1s recognised in the income statement

Deferred rax assets and deferred tax habiliues are offset if there 1s a legally enforceable nght to set off current tax
assets aganst current tax habiliues and when they relate to income taxes levied by the same authority and the
Group intends to settle its current tax assets and habilities on a net basis

Property, plant and equipment
Property, plant and equipment is stated at cost, net of accumulated depreciation and/or impairment losses, if any

Depreciation of property, plant and equipment 1s calculated on cost, at rates esumated to write off the cost, less
the esumated residuat value, of the relevant assets by equal annual amounts over their esumated useful lives

The annual rates used are
Plant, equipment and vehicles 10 o 33',%

The carrying values of property, plant and equipment are reviewed for material impairment 1n periods if events or
changes in circumstances indicate the carrying value may not be recoverable Useful lives and residuai values are
reviewed annually and where adjustments are required these are made prospectively.

Leased assets

In respect of property operaung leases, benefits receved and recevable as an incentive to sign a lease, such as
rent-free periods, premiums payable and capital contributons., are spread on a straight ine basis over the lease
term Al other operzung lease payments are charged directdy to the income statement on a straight line basis
over the lease term Vvhere the rent payable i1s contingent on revenue, the charges are expensed in the period in
which they are incurred

Assets held under finance leases, which transfer substanually all the risks and benefits of ownership of the leased
assets, are capitalised at the tnception of the lease, with a corresponding liability being recogmsed for the lower of
the fair value of the leased asset and the present value of the mimimum lease payments Lease payments are
apperuoned berween the reducuon of the lease hability in the balance sheet and finance charges in the income
statement so as to achieve a constant rate of interest on the remaining balance of the lability. Assets held under
finance leases are depreciated over the shorter of the esumared useful life of the asset and the lease term
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2. Accounting policies (continued)
Inventones

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

Impairment of assets

The Group assesses at each reporting date whether there are indicators that an asset may be impawred 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 units}  If any indicator of
imparrment exasts, or when annual imparrment testing 1s required, the Group makes an estimate of the asset's
recoverable amount, being the higher of its fair value less costs to sell and its value in use Value in use is 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-generatung unit
to which the asset belongs 1s esumated Where the carrying amount of an asset or cash-generaung unit exceeds
its recoverable amount, an imparrment loss 1s recagnised n the income statement

If there 15 an indication at the reporting date that prewiously recognised impairment losses no longer exist or may
have decreased, the recoverable amount 1s agan estmated To the extent that the recoverable amount has
increased, the previously recognised impairment loss 1s reversed An impairment loss in respect of goodwill 1s not
reversed

Cash and cash equivalents

Cash and short-term deposits comprise cash at bank and in hand and short-term deposits with an origial matwricy
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 repayable on demand

Provisions

A provision ts recognised when the Group has a legal or constructive obligation as a result of a past event and 1t 15
probable that an outflow of economic benefits will be required to sette the obligation If the effect 1s material,
expected future cash flows are discounted using a current pre-tax rate that reflects the nisks speafic to the
liabihty

Pension costs

The Group operates a number of pension schemes, the funds of which are held in separate, trustee administered
funds

The cost of providing benefits under the defined benefit scheme 1s deterruned using the projected unmit credic
method, with actuaral valuations being carried out at each balance sheet date The net retirement benefit
obligation recogmised in the balance sheet represents the present value of the labilities of the defined benefit
scheme as reduced by the market value of the defined benefit scheme assets

Actuarial gains and losses are recognised in other comprehensive income in full in the period in which they occur
Other income and expenses associated with the defined benefit scheme are recognised in the income statement.

For the defined contribution scheme, contributions are charged in the income statement as they become payable
in accordance with the rules of the scheme

Derivative financial instruments

The Group may from time to time use derivative financal instruments for hedging purposes, including forward
foreign exchange contracts The Group does not enter into derivauve financial instruments for speculative
purposes Derivatve financial instruments are stated at their fair value The fair value of forward foretgn exchange
contracts 1s ther quoted market value at the balance sheet date, being the present value of the quoted forward
price
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2, Accounting policies (continued)
Interest bearing loans and borrowings

Interest bearing loans and borrowings are mtally recogrised at fair value less directly atoributable transaction
costs and are subsequently measured at amorused cost using the effecuve interest rate method

Amortised cost 1§ calculated by taking into account any discount or premmium on acquisitton and fees or costs that
are an integral part of the effecuve interest rate The effecuve interest rate amorusauon is included n finance
costs in the ncome statement

Exceptional items

The Group presents as exceptional items on the face of the income statement those materia! items of income and
expense which, because of the nature or expected infrequency of the events giving rise to them, merit separate
presentation to allow shareholders to better understand the elements of financial performance i the year, so as
to faciliate companson with prior periods and to better assess trends in finzncial performance  Excepuonal items
recognised In arriving at operating profit include (but are not limited to) those costs associated with integrating a
newly acquired business, imparrment |osses, reversal of mpairments and costs associated with restructuring the
business

Judgements and key sources of estimation uncertainty

The preparaton of financial statements requires management to make esumates and assumptions that affect the
amounts reported for assets and liabilities as at the balance sheet date and the amounts reported for revenues and
expenses during the year The nature of esumation means that actual outcomes could differ from those estimates

The judgements and key sources of estrmavon uncertainty that have a significant nisk of causing materal
adjustment to the carrying amounts of assets and liabiliies within the next financial year are as follows

Impairment of assets — Property, plant and equipment and investments are reviewed for impairment If events or
changes in circumstances indicate that the carrying value may not be recoverable When a review for impairment
is conducted, the recoverable amount of an asset or a cash generaung unit I1s determined based on value-in-use
calculavions prepared on the basis of management’s assumpuions and estimates

Inventory valuaton — inventories are valued at the lower of cost and net realisable value, which includes, where
hecessary, provisions for slow moving and obsolete inventory Calculation of provisions requires judgements to be
made regarding future customer demand, the compentive environment and inventory loss trends

Taxation — calculation of the Group's total tax charge requires a degree of estmation and judgement in respect of
certan transactions whose ultimate tax treatment 1s uncertan Where the final outcome of these tax matters
differs from the amounts that were imually recorded, the tax charge and deferred tax provisions will be impacted

Provisions — Provisions for store closures, onerous leases and restructuring costs are estimates and the actual
costs and uming of future cash flows are dependent on future events Expectauons are revised in each period, with
any difference accounted for in the pericd in which the revision 15 made

New accounting standards

The Group has adopted the following amended accounting standard which was mandatory for the first ume for the
financial period ending 27 Apri 2013 It has no material impact on the Group

~ 1AS |12 lncome Taxes (amended December 2010)
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2. Accounting policies {(continued)

New accounting standards (continued)

The Group has not adopted early the requirements of the following accounung standards and interpretations,
which have an effective date after the start date of these financial statements

— IAS | Presentation of Financial Statements (amended fune 2011 and May 2012)

— IAS 16 Property, Plant and EQuipment (amended May 20§2)

— |IAS 19 Employee Benefits (amended June 201 1)

— 1AS 32 Financial Statements Presentation (amended December 2011 and May 2012)

— IFRS 7 Financial Instruments Disclosures (amended December 2011)

— iFR$ 9 Financial Instruments (amended October 2010 and December 201 1)

— IFRS 10 Consohdared Financial Statements (original 1ssue and as amended June 2012 and October 2012)

— IFRS 12 Disclosure of Interests in Other Enunties (original issue and as amended June 2012 and October 2012)
— IFRS 13 Fair Value Measurement (original 1ssue)

The Directors do not anucipate that the adopuon of these standards and interpretations will have a material
impact on the Group's financial statements

As the Group prepares its financial statements in accordance with IFRS as adopted by the European Union, the
application of new standards and interpretations will be subject to thewr having been endorsed for use in the EU via
the EU endorsement mechanism

3. Revenue

Revenue disclosed 1n the consohidated income statement is analysed as follows

2013 2012
£000 £000
Sale of goods 413,950 372,033
4. Operating loss
Operaung loss I1s stated after charging (crediting)
2013 2012
£000 £000
Depreciation of property, plant and equipment 14,536 11,476
Impairment charges ,998 1,052
Loss on disposal of property, plant and equipment 590 518
Cost of inventories recognised as expense 216,203 178,877
Write down of inventories 2,691 %66
Operaung lease rentals
Minimum rentals 55,369 47,454
Percentage rentals 35 76
Sublease rental iIncome (863) (786)
Net operaung lease rentals 54,541 46,744

The group compames lease stores under non-cancellable operating lease agreements that are generally subject to
periodic rent review  These agreements provide for either or both mimmum rentals and percentage rentals based
on sales performance
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5. Fees to auditors

2013 2012
L000 £000
Audit of the Group financial statements 15 30
Audit of the subsidiary financial statements 85 85
The audit fees disclosed above represent the statutory audit fees for all group companies
Fees to auditors for non-audit services were £5,000 (2012 £3,000)
6. Exceptional items
1013 2012
£000 £000
Charged in arriving at cperating loss
Impairment of property, plant and equipment (1,998) (987)
Restructuring costs (1,384) (273)
Store closure costs {2,257) (603)
Inventory provisions - {1,456)
(5,639) 3.319)
Credited in arriving at loss before tax
Gain on bargain purchase - 12810
(5,639) 3,491

Included within Cost of sales -

Exceptional store closure costs of £2,257,000 (2012 £603,000) including fixed asset write-offs, redundancy costs
incurred, strip-out costs, stock obsolescence and provisions for future property costs

Impairment charges for property, plant and equipment of £1,998,000 (2012 £%87,000) following a review of the
carrying value based on prevailling market conditicns

Stock provisions of £mil (2012 £§,456,000)
Included within Administranve expenses -

Exceptional costs of £1,384,000 (2012 £273,000) relating to organisational restructuring and refated redundancy
Costs.

A tax eredit of £11,000 (2012. £457.000) arose 1n respect of these costs

7. Directors’ emoluments

2013 3012
£000 £000
Salaries and fees 228 159
Other benefits 225 14%
Total 453 300

Certain Directors of the Company are remunerated by other compames in the wider A&KNN Capital group The
relevant Directors consider that the hmited proportion of time spent on the Group's business does not warrant a
recharge of director’s remuneration, and therefore no remuneration is included above

Other benefits reflect an entutlement to the future award of ordinary shares in, and loan notes from, the

Company The calculaton of the actual award includes the impact of post balance sheet events and therefore
cannot be fully assessed at the balance sheet date

None {2012 none) of the Directors are accruing benefits under the Group’s pension arrangements
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7. Directors’ emoluments (continued)

The amounts In respect of the highest paid Director were as follows

2013 2012
£000 £000
Fees 50 33
Other benefits 150 100
Total 200 133
8. Employee costs
2013 2012
£000 £000
Employee costs, including Directors’ emoluments
Wages and salaries 57,489 52,470
Social security costs 4,545 4518
Other pension costs (see Note 25) 1,575 1,009
63,609 57,997
The average number of people employed by the Group during the period was 4,100 (2012 4,646)
9. Finance income
013 2012
£000 €000
Defined benefit pension scheme interest income 129 194
Interest recevable from parent company 377 g
Bank interest recevable 251 84
Other interest recevable 8 -
Total finance income 765 287
10. Finance costs
2013 2012
£000 £000
Defined benefit pension scheme Interest expense 193 153
Lease interest payable 49 41
Interest payable to parent company 4,419 3,460
Bank interest payable 3,693 -
Orther interest payable 3] -
Total finance costs 8,365 3,654
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1l. Taxation

Taxauon recognised in the income statement:

2013 2012

£000 £000

Overseas tax, current year 282 177
Overseas tax, prior period (52) 47
Total current tax 230 130
Deferred tax, current year - 148
Deferred tax, prior peried (12) -
Total taxation charge 1n the income statement 218 278

The tax charge in the current year includes a credit of £11,000 (2012 credic of £457,000) in relavion to the
exceptional operating costs of £5,639,000 (2012 £3,319,000) detarls of which can be found in Note 6

Tax relatng to items credited directly to equity 1s as follows

2013 2012

£000 £000

Current tax relaung to defined benefic pension scheme 56 -
Deferred tax relating to defined benefit pension scheme 268 39
Total taxation credit in the statement of comprehensive income 324 19

The standard rate of UK Corporation tax was reduced to 24% from | April 2012 and 23% from | April 2013
Current tax has therefore been provided at 23 9% and deferred tax at 23%

Further reductions to the main rate of corporation tax are proposed to reduce the rate to 21% from | April 2014
and to 20% from | April 205 As this legislation was not substantively enacted by the balance sheet date it has not

been reflected in these financial statements.

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

1013 2012
£000 £000
Loss before taxation (25,782) (8,726)
Corporation tax at UK average statutory rate of 23 9% (2012 25 9%) {6,162) (2.261)
Effects of
Permanent disaliowables 2,529 {(1,869)
Unrecogmsed temporary differences 3,563 2,009
Adjustments in relation to prior periods (64) 47)
Unrecognised tax losses 378 2,534
Tax rate differences {26) (88)
Tortal tax charge 218 278
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 | Apni 2014
and to 20% from | April 2015  As this legislation was not substanuvely enacted by the balance sheet date 1t has
not been reflected in these financial statements
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11  Taxation (continued)

Deferred tax (continued)
Group

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

2013 2012
£000 £300 |
Deferred tax hability :
Holdover of capital gains (321) (326)
Deferred tax asset
Accelerated depreciauon for tax purposes 12 30
Other temporary differences relating to defined benefit pension scheme 314 18
Other temporary differences - 3
Total deferred tax asset 326 5l
Deferred tax net lability 3 (275)
Unprovided deferred tax
There are no unprovided deferred tax habiltes
The deferred income tax asset not recognised in the batance sheet 15 as follows
2013 2012 |
£000 £000 |
Accelerated capnal allowances 12,069 10,191
Tax losses 5,342 4,229
Other temporary differences 14 16
17,425 14,436

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

A reduction to the standard rate of UK corporation tax from 23% to 21% would reduce the deferred tax asset not
recognised by £1,515,000 A reduction n the rate to 20% would reduce the deferred tax asset not recognised by
a further £757.000

Company
Provided deferred tax
There are no provided deferred tax assets or liabihines
Unprowided deferred tax
There are no unprovided deferred tax habilines

The deferred income tax asset not recogmised in the balance sheet is as follows

2013 2012

£600 £000
Tax losses 510 32 ‘
SIO 32 !

The deferred tax assets have not been recognised since there 1s no persuasive evidence that there will be suitable

taxable profits against which the tming differences will reverse It 1s hkely that the assets will be recoverable once
surtable taxable profits are generated

A reduction to the standard rate of UK corporauon tax from 23% to 21% would reduce the deferred tax asset not

recogmsed by £44,000 A reducuon in the rate to 20% would reduce the deferred tax asset not recogmised by a
further £23,000

e
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12. Property, plant and equipment

Group

Plant, equipment

and vehicles

£000

Acquisition of subsidiaries at 28 June 2011 59.139
Disposals {2,848)
Addinons 6,176
Exchange differences (514)
Cost at 28 April 2012 61,953
Disposals (607)
Addinons ’ 29,441
Exchange differences 119
Cost at 27 Apnil 2013 90,906
Charge for period 11.476
impairment loss 1,052
Disposals {2.321)
Exchange differences (457)
Depreciation at 28 April 2012 9,750
Charge for period 14,536
Disposals {17}
Imparrment loss 1,998
Exchange differences Y4
Depreciation at 27 April 2013 26,381
Net book value at 27 Apnl 2013 64,525
Net book value at 28 Apri) 2012 52,203

Property, plant and equipment has been written down by £1,998,000 following an mnpairment review of the
carrying value of certain retail assets based on prevaling market trading condiions  The recoverable amounts of
assets were determined from value in use calculations that incorporated eight-year cash flow estimates discounted
at an appropriate pre-tax discount rate of 10% The cash flows reflected management's best estimates of revenue,
margin and operating costs over the forecast period and no reasonably possible change in assumptions would
result in further impairment

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

(2012 £5,150,000) of which £nil (2002 £mil) 1s included within additions during the period Leased assets are
pledged as security for the related finance leases
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i3. Investments: subsidiaries

Company
£000

Cost at 27 Aprit 2013 and 28 Apni 2012 {arising on acquisinon at 28 June 2011) 24,131
Impatrment charge (24,131)
Provision at 27 April 2013 and 28 Apni 2012 (24,131}
Net book value at 27 Apnil 2013 and 28 Apnil 2012 -

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

Name of undertaking Country of incorporation Status

Waterstones Booksellers Limited England & Wales Trading

Waterstones Booksellers Ireland Limited Ireland Trading

Waterstones Bookseliers Belgium SA Belgum Trading

Waterstones Booksellers Amsterdam BV Holland Trading

The carrymng value of the investment in subsidianies was fully written in the prior period following an impairment
review based on the trading performance of the busimesses since acquisition and the prevalling market conditions
The recoverable amounts of assets reflected value in use calculations that wncorporated cash flow forecasts
discounted at an appropriate pre-tax discount rate of 10% The cash flows reflected management’s best esumates
of revenue, margin and operanng costs over the forecast period

14. Trade and other recemvables

Group Group Company Company
013 2012 2013 2012
£000 £000 £000 £000

Current.
Trade recevables 1,586 4,538 - -
Amounts owed by parent undertaking 5,961 1,486 - -
Amounts owed by subsidiary undertakings - - 93,029 63,674
Other recervables 5,755 10,671 - -
Prepayments and accrued income 33,371 31,164 - -
46,693 47,859 93,029 63,674

Group

The carrying value of trade and other recevables approximates to fair value Trade recewvables are stated net of a
prowision for impairment of £18,000 (2012 £49,000) Trade and other recevables are non-interest bearing and are
generally on 30 day terms The amounts owed by parent undertaking are repayable on demand, and nterest 1s
charged at the higher of 7% per annum or the base rate of Barclays Bank plc at date of advance plus 4% Credit
risk 1s imited as the Group has minimal levels of trade receivables due to the nature of 1ts retaing business See
Note 21 for a discussion of credit risk.

Company

Amounts owed by subsidiary undertakings comprise an interest bearing loan of £32,370,000 (2012 £32,339,260)
and a revolving credit facility up to a maximum princpal amount of £65,000,000 (2012 £65,000,000), plus accrued
nterest All amounts are repayable on demand and carry interest at the higher of 7% per annum or the base rate
of Barclays Bank plc on date of advance plus 4%
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I5. Inventories

Inventories primarily comprise fimished goods and goods for resale The replacement cost of mventories 15

considered to be not materially different from the balance sheet value

16. Cash and short-term deposits

Group Group Company Comparty
2013 2012 2013 2012
£000 £000 £000 £000
Cash at bank and in hand 27,121 20,687 38l 239
Cash at bank earns interest at floatung rates based on dady bank deposit rates
17. Trade and other payables
Group Group Company Company
2013 2012 2013 2012
£GO0 £000 £000 £000
Currenc.
Trade payables 36,974 41,926 - -
Amounts owed to parent undertaking 77,930 77.811 71,9469 76,325
Other payables 42,687 39,966 - -
Accruals and deferred mcome 25,498 29,643 2,274 2,016
183,089 {89,346 74,243 78,341

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 The amounts
owed to parent undertaking, are repayable on demand. and interest 1s charged at the higher of 7% per annum or

the base rate of Barclays Bark plc at date of advance plus 4%

18. Interest bearing loans and borrowings

Group Group Company Company
2013 012 2013 2012
£000 £000 £000 £000

Non-current
Oblhigations under finance leases {see Note 26) 2112 2,720 - -
2,112 2,720 - -

Current.

Obligations under finance leases (see Note 26) 4608 702 - -
Bank loan 37,444 - 37,444 -
38,052 702 37,444 -

The carrying value of interest bearing loans and other borrowings approximates to fair value

Interest 1s payable on the bank loan at LIBOR plus 7 25% This facility has a current expiry of 31 October 2013
subject to further extension or replacement. The secunty for this loan facility includes a debenture on certain

assets of the Group, including the Waterstones brand
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19. Provisions

Group Company

2013 2013

£000 £000

At 28 Apnil 2012 4,997 -

Provisions created in the period 2,080 -

Prowvisions utilised (2,428) -

Exchange differences 11 -

At 27 April 2013 4,660 -
Analysed as

Current 3,018 -

Non-current 1,642 -

4,660 -

Provisions almost entirely consist of amounts in respect of store closures and restructuring  The uthsanon of
provisions n the year and the provisions created in the year largely reflects store closures  Of the total provisions
£475,000 15 expected to be utilised after 5 years from the balance sheet date

20. Derivative financial instruments
Currency derivatives

The Group can use derivative instruments as part of a policy of managing foreign currency exchange risk anising on
expected future purchases of internationally sourced products The implementation of these derivatve
mstruments 1s negotiated to match expected purchases and they therefore qualify for hedge accounung The fair
value of cash flow hedges in place at 27 April 2013 1s £mil (2012 £nil)

The total notional amount of cutstanding foreign currency contracts to which the Company was committed at 27
April 2013 was £ml (2012 £nil)

21. Financial risk factors

The Group’s business exposes it to certain hmited financial risks such as liquidity risk, interest rate risk, credit risk
and foreign exchange risk

Liquidity risk
During the pertod under review the Group had sufficent funds and facilives avalable to satisfy s current
requirements

The Group has access to funding faciliies under loan agreements with its European parent undertaking that were
put in place on formaton These funding facilities comprise an interest bearing loan of £32,370,000 and a revolving
credit facility up to a maximum principal amount of £65,000,000, plus accrued interest

In addivon the Company has a $57m bank loan facility, which has a current expiry of 31 October 2013 subject to
further extension or replacement The security for this loan facility includes a debenture on certain assets of the
Group, including the Waterstones brand

Analysis of the maturity profile of financial labilties at 27 April 2013 and 28 April 2012 are shown below

Group
Less than 3to 12 More than

On demand 1 months months | to 5 years 5 years Total

£000 £000 £000 £000 £000 £000

Finance leases - 160 478 2,240 - 2,878
Bank loan - 37,444 - - - 37,444
Trade and other payables 77,930 105,159 - - - 183,089
At 27 April 2013 77,930 142,763 478 2,240 - 223,411
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21. Financial nisk factors (continued)

Less than 3tol2 More than

On demand 3 months months | to 5 years 5 years Toual

£000 £000 £000 £000 £000 £000

Finance leases - 185 569 2,360 562 3.676

Trade and other payables 77.811 111,535 - - - 189,346

At 28 Apnil 2012 77,811 tH,720 569 2,360 562 193,022

Company

Less than 3012 More than

©On demand 3 months months | to § years 5 years Total

£000 £000 £000 £000 £000 £000

Bank loans - 37,444 - - - 37,444

Trade and other payables 74,242 - - - - 74,242

At 27 Aprnil 2013 74,242 37,444 - - - 111,686
Less than Jwl2 More than

On demand 3 months months | to § years 5 years Toual

£000 £000 £000 €000 £000 £000

Trade and other payables 78,341 - - - - 78,341

At 28 Aprit 2012 78,341 - - - - 78,341

Interest rate risk

The Group 15 exposed to interest rate risk from its borrowings and cash deposits However, the strong seasonality
to the Group's trading pattern provides a partial hedge agamst interest rate risk. The net exposure 1s monitored on
a regular basis

Credit nsk

The Group's credit risk arises from its cash and outstanding recevables The Group manages excess cash balances
by repaying drawings under the revolving credit facility

Due to the nature of the Group's retaling business credit nsk from trade receivables is imited  Allowances are
made for doubtful debts based on the age of the debt and the customer's financial aircumstances

Foreign exchange risk
The Group 1s exposed to foreign exchange risk from its investing, financing and operating acuvities

Forward foreign exchange contracts are used to hedge the foreign exchange risk of imports where volumes are
signtficant. No speculauve positions are entered into  There were no currency contracts owtstanding at the
current or prior balance sheet date (see Note 20)

The Group s also exposed to foreign currency translation risk through its borrowngs in foreign currency and
Investment in averseas subsidianes  Generally, the Group does not hedge any net translation exposure although 1t
may Iin certain arcumstances implement hedges to secure short term financial objectives

Sensitivity analysis

The following sensitvity analysis illustrates the sensitivity to changes in the market variable of the Group's financial
instruments and shows the impact on prefit and shareholders’ funds

Interest rate sensitrvity

Based on the Group's net interest bearing assets and labilimes positon at the year end, a 100 basis ponts

movement in interest rates would affect the Group's profit before tax and shareholders’ equity by approximately
£0 8m (2012 £0 2m}
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21. Financial risk factors (continued)

Foreign exchange rate sensitivity

A 10% change in the value of currencies against sterling would affect the Group's profit by approximately £3 6m
(2012 £0 7m) The Group has a no cash flow hedges in place, as detailed in Note 20

Capital management

During the year under review, the core objective of the Group was to ensure that it would be able to continue to
operate as a going concern, as well as having sufficient funds available to grow the business for the benefic of its
parent undertaking and other stakeholders The capital structure of the Group comprises loans and borrowings
through its intra-group faciittes and from external sources, cash and cash equivalents (see Note 16) and equity
artrtbutable to the parent undertaking (see Note 23)

22. Additional cash flow information

Movements i the Group’s and Company's net debt position are as follows

Group

At 28 Apnl Other non- At 27 April

2012 Cash flow cash changes 2013

£000 £000 £000 £000

Cash at bank and in hand 20,687 5,365 1,069 27,121
Loans and borrowings ~ non-current (2,720) - 608 (2,112)
Loans and borrowings — current (702) (33,745) (3,605) (38,052)
Total loans and borrowings (3,422) (33,745) (2,997) (40,164)
Net debt 17,265 (28,380) (1,928) (13,043)

At begmning

of penod or Other non- At 28 April

acquired Cash flow  cash changes 2012

£000 £000 £000 £000

Cash at bank and in hand - 20,992 (303) 20,687
Loans and borrowings — non-current (3.299) - 579 (2,720)
Loans and borrowings — current (707) 584 (579) (702)
TFortal loans and borrowings (4,006) 584 - (3.422)
Net debt (4,006) 21,576 (305) 17,265

Other non-cash changes represent movements n finance lease funding, foreign exchange movements and interest
accrued but not yet pad

Company

At 28 April Other non- At 27 April

2012 Cash flow c¢ash changes 2013

£000 £000 £000 £000

Cash at bank and in hand 239 (771) 913 381
Loans and borrowings — current - {34,447) (2,997) (37,444)
Total loans and borrowings - (34,447) (2,997) (37,444)
Net debt 239 (35,218) (2,084) (37,063)
At beginning of Other non-cash 28 April 2012

period Cash flow changes

£000 £000 £000 £000

Cash at bank and n hand - 239 - 239
Total loans and borrowings - - N R
Net debt - 239 - 239
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22. Additional cash flow information (continued)

Other non-cash changes represent movements in finance lease funding, foreign exchange movements and interest
accrued but not yet paid

23, Share capital

2013 2013 2012 2012
Number £000 Number £000
Authorised Unlimited Unlimited Unlirmited Unlirmiced
Aliotted, called up and fully paid
Ordinary Shares of £1 each 12,675,501 12,676 12,675.501 12,676

24. Contingent habihities

The management of Waterstones Holdings Limuted 1s not aware of any legal or arbirration proceedings pending or
threatened aganst the Group which may result in any habilires significantly in excess of provistons in the financial
statements

25 Pension arrangements

The Group operates a number of pension schemes, the funds of which are held n separate, trustee adrmimistered
funds With the exception of a small defined benefit scheme n Ireland, all schemes are defined contribution
schemes Detalls of the main schemes are given below

UK pension saver plan (“the Plan™)

The Waterstones Group Perscnal Pension Plan (WGPPP), a defined contribution scheme, 1s established under a
Trust. The Plan provides members with indviduzal pension saving accounts in thewr own name, with a range of
investment options avallable Members can choose 1o pay from 2% to 65% of pensionable salary, with the
members’ contributions matched by YWaterstones to a maximum of 6 5%

Ireland defined benefit scheme (“the Scheme’)

The Scheme, which 1s operated by Warterstones Booksellers Ireland Limited and 15 of the defined benefit type, 1s
closed to new members The assets of the Scheme are held separately from those of the Group  An actuanal
valuaton took place as at 30 June 2010 and at that date the market value of the assets was sufficient to cover 79%
of the value of the labihttes of the Scheme, representing a funding defiat of €1,129.000 This 1s broadly consistent
with a statutory solvency test of the Scheme undertaken by the actuary as ac 30 June 2008, which had identified a
deficit of €1 2m This was to be funded by a combination of special payments totaling €2 [Sm. regular employer
contributions of 13% of pensionable salaries and an increase In member contributons from 50% to 6 5% from )
November 2009 On the change of ownership of Waterstones Booksellers Ireland Limited on 28 June 2011 when
it was acquired by the Group it was agreed with the Trustees that the remaining unpaid special contributions
would be amalgamated into one lump sum payment of €1,350,000 This payment was made by HMV Group plc as
a condiion of the change of ownership of the Waterstones companies on 28 june 2011 Following the change of
ownership, Waterstones Bookseflers Irefand Limited agreed with effect from | February 2012 to increase the total
contribution rate from 19 5% to 23 5% of pensionable salaries made up of an employer rate of §60% and an
employee rate of 7 5% The next actuanal review will take place wich an effective date no later than 30 June 2013

Employer contributions to the Scheme for the period to 27 April 2013 were £81,000 (2012 £63,000) The tortal
employer contributions to the Scheme for the financial year commencing on 28 April 2013 are expected to be
£93,000

Amounts reflected i the financial statements in respect of the Scheme are determined with the advice of
independent qualified actuaries, Towers Watson (Ireland) Limited, on the basis of annual valuauons using the
projected unit funding method Scheme assets are stated at their market value at the respectve balance sheet
dates
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25. Pension arrangements {continued)

For the period ended 28 April 2012, the funding movements below have been apporuoned between the pre-
acquisition period and the period from acquisition to 28 Apri 2012, unless they can be specifically identified as pre
or post-acquisition The major assumpaons used in the calculations are as follows

As at As at

27 Aprii 2013 28 April 2012

% per annum % per annum

Rate of price wflaucn 2.0 20
Rate of salary increase 30 35
Rate of increase for pensions in payment 2.0 20
Rate used to discount scheme labilines 3.6 53
Expected rate of return on equities n/a 64
Expected rate of return on bonds n/a 39
Expected rate of return on index-knked bonds n/a nfa
Expected rate of return on other assets nia 49

The post retirement mortality assumptions used at 27 April 2013 are consistent with those used at 28 April 2012
They reflect the pensioner mortality 00 series table with allowance for improvements of 0 39% per annum
between 2008 and year of retrement

On the basis of the above assumptions, the amounts charged or credited to the income statement and statement
of comprehensive income for the period ended 27 April 2013 are set out below

1013 2012

£000 £000
Recognised in the Income statement £000
Current service cost (73) (67)
Total recognised in arriving at operating profit {73) (67)
Finance charge
Interest on penston scheme liabidities (193) (153)
Expected rate of return on assets in the pension scheme 129 194
Net (charge) credit to other finance income (64) 41
Total income statement charge before deduction for taxation (137) (26)
Taken to the statement of comprehensive income
Actual return on scheme assets 368 98
Less expected return on scheme assets (129) {194)

239 (96)
Actuarial gains and losses (1,900) (202)
Toul loss recognised in the statement of comprehensive income (1,661) {298)

The assets and liabilies of the Scheme at the end of the period were
As at As at
27 April 2013 28 April 2012

£000 £000
Equities 2,148 1,494
Bonds 1,463 859
Other 635 1,318
Total market value of assets 4,266 3,671
Actuarial value of scheme lizbilimes (6,018) (3.656)
(Defiat) surplus in the Scheme (1,752) 15
Deferred tax 314 18
Net pension (hability) asset (1,438) 33

The pension plans have not snvested In any financial mstruments issued by the wider A&NN Group, nor In
properues or other assets used by the Group
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15. Pension arrangements (continued)

Changes in the far value of the Scheme assets are analysed as follows

2013 2012

£000 £000

Total market value of assets at the beginning of the period 3,671 3,821
Employer contribuuons 81 63
Employee contributions 38 29
Benefits paid - (22)
Expected return of plan assets 129 194
Actuarial loss 239 (96)
Effect of exchange rates on translation 108 (318)
Total market value of assets at the end of the period 4,266 3,671

Changes 1n the present value of the Scheme labiliues are analysed as follows

2013 2012

£000 £000

Defined benefit pension obligauons at the beginning of the penod (3,656) (3.534)
Current service cost (73) (67)
Interest on penston scherne labiliues (193) (153)
Employee contributicns (38) (29
Benefits paid - 22
Actuanral loss (1,200} (202)
Effect of exchange rates on translatuon (158) 307
Defined benefit pension obhgauons at the end of the period (6,018) (3,656)

As the scheme 1s solely an Irish penston fund arrangement, the following disclosures have been provided n the
OrEINALNE CUrrency

History of experence gains and losses 2013 2012 2001 2010 2009
€ '000 €000 €000 €000 €000 €000
Fair value of Scheme assets 5,076 4,478 3479 4,335 2,891
Present value of defined benefit obliganion (7,161) (4,460) (5,079) {4.366) (3.289)
(Deficit) surplus in the Scheme (2,085} 18 (1,600) (3N (398)
Experience adjustments arising on Scheme
assets 293 (134) {269} 689 (1,449)
(Loss) gain on assumpuions (2,221) 3o 152 (693) 1,423
Fxg;e;;ence adjustments ansing on Scheme (107) ] (410) (22) 54
1abiities

In the financial statements of Waterstones Booksellers Ireland Limrted, the cumulative amount of actuarial gains
and losses recognised since 25 April 2004 in the statement of comprehensive income 15 a cumulative loss of
€2.809,000 {2012, loss €774,000) The Directors are unable to determine how much of the Scheme deficit of
€790,000, recognised on transition to IFRS and taken direcdy to equity, is attributable to actuarial gains and losses
since incepuon of the Scheme Consequently, the Directors are unable to determine the amount of actuarial gams
and losses that would have been recognised in the statement of comprehensive income before 25 April 2004

The sensitivities regarding the principal assumptions used to measure the Scheme habilities are set out below

Assumption Change in assumption Impact on defined benefit obligation
Discount rate Increase by 0 25% Decrease by 6%

Price inflanion Increase by 0 25% Increase by 6%

Post-reurement mortality Life expectancy increase by one year  Increase by 3%
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26. Obligations under leases

Group

Obligations under operating leases

The Group operates enurely from properues in respect of which commercial operating leases have been entered
into These leases have an average remaining duration of five years At the end of the period, future mimimum
rentals payable under non-cancellabie operating leases were as follows

Land and Buildings Other  Land and Buildings Other

2013 2013 2012 2012

£000 £000 £000 £000

Not later than one year 48,085 136 51.032 175
Between two and five years inclusive 147,094 108 160.114 138
After five years 98,503 - 115,905 -
293,682 244 327,051 313

The Group has alsc sublet space i certain properties The future rumimum sublease payments expected to be
receved under non-cancellable sublease agreements as at 27 April 2013 s £2,330,000 (2012 £3,975,000)

Obligations under finance leases

The Group has acquired certain plant and equipment using finance lease habiities  These leases have no terms of
renewal, purchase options or escalation clauses At the end of the period, future rimimum payments under
finance leases were as follows

Group Group

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

2,878 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 minimum lease payments is analysed as follows

Group Group

2013 2012

£000 £000

Not later than one year 607 702

Between two and five years inclusive 2,112 2192

After five years - 528

2,719 3.422

Company

The Company has no obligations under finznce leases or operaung leases
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27. Related party transactions

During the pericd the Group entered nto transactions in the ordinary course of business with related parties
Transacucns entered into and balances outstanding at the end of the period are as follows

Group

Net interest Amounts Amounts owed

accrued owed by to refated

retated party party

£000 L000 £000

With immediate parent undertaking

2013 {4,042) 5,961 (77,930)
012 (3,451) 1,486 (77.811)

The amounts owed by the immediate parent undertaking comprises intercompany loans and accrued interest
These loans are repayable on demand and carry interest at the higher of 7% per annum or the base rate of
Barclays Bank plc on date of advance of funds plus 4%

Company
Net interest Amounts Amounts owed
accrued owed by to related
related party party
£000 £000 £000
With parent undertaking
2013 (4,041) - (71,969)
2012 (3,451) - (76.325)
With fellow subsidiary undertakings
2013 5,077 93,029 -
2012 2,835 63,674 -

The amounts owed to and from related parties comprise intercompany loans and accrued nterest These loans
are repayable on demand and carry interest at the higher of 7% per annum or the base rate of Barclays Bank plc
on date of advance of funds plus 4%

Remuneration of key management personnel
The remunerauon of the Directors of the Group is set out in Note 7
28. Ultimate parent undertaking

The immediate parent undertaking and ulumate European parent undertaking of the Group s A&NN Holdings
Limited, registered in Cyprus, which 1s itself a subsidiary of A&NN Capital Management Fund Limited

The largest and smallest group. including the Company, for which consohidated accounts are prepared and are
publically avaitable 1s that headed by the Company
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