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Mothercare Australia Limited and Controlled Entitie s

CHAIRMAN’'S REPORT

On behalf of the Board, | present this year's FaiarReport.
The Board of Mothercare Australia announced arr-adteloss for the full year of $12.3m.

In summary:

. Total revenue from continuing operations incredse@1% to $79.4m reflecting the full year effectstéres opened or acquired in
the previous financial year and stores convertaeélocated in the year to 30 June 2012.

. EBITDA loss of $8.4m including non-recurring itermis$1.8m.

. Depreciation and amortisation of $2.9m.

. Underlying loss before tax of $10.9m.

. Basic EPS of (5.8) cents.

. Net cash flows from operations of ($2.4m), dowmfr($16.2m) in the previous financial year.

. The Group had net cash of $1.1m at the end of 20h2.

Items beyond normal trading, which contributedhi® loss were:

. Restructuring and redundancy costs of $0.8m.

. An unrealised foreign exchange loss of $0.3m.

. Costs of $0.3m arising from the return of stockuppliers.

. A fixed asset write down of $0.4m associated witiesclosures arising out of the integration preces

Operational highlights

While the company is making progress towards adatieits objective of becoming a unique parenting baby retailer in Australia, the
following factors impacted full year results:

Lower revenue versus forecast

The Australian retail market remained difficultterms of weak consumer demand and consequentlg-pased competition escalated.
Following a satisfactory first six months, markenditions became progressively more challenginthésecond half of the year. This
was, at times, exacerbated by issues with stocKahility. It was encouraging, however, that themparative sales of large format
Mothercare stores grew by 9.3% and Mothercare edales increased by 43%.

Gross margin improvement

The Company’s gross margin improved by 1.9%, duboweer levels of clearance activity, better salég end some improvement in
trading terms. While there was reduced level o&rgace activity arising from acquisition and cosiens, the tough retail environment
led to deeper and more frequent promotional agtadtross all formats and categories.

Sales mix
We continued to increase the proportion of propriebranded products.

Store Conversion and rationalisation
During the year nearly 2,008rof retail space was converted to Mothercare stnelssix unprofitable stores were closed.

Outlook and Capital Raising

Trading in the three months since 30 June 201Zbkas marginally behind the Group’s budget, as tiieipated on-going pressure on
both sales and margin persist. The relative impra in the like-for-like performance of the Toy@ift category has been encouraging
as we prepare for the critical Christmas periodhisecond half of the financial year, we are etipg an improvement in sales driven by
better stock availability in own-brand product, draim the launch of an upgraded online platform.

The Group’s focus remains on raising the tradiaggrmance of its existing footprint, gaining fuethefficiencies in operating costs, and
sustaining significant growth in online sales. Itlwe necessary for the Group to raise additiaregital to maintain its operations in the
current financial year and enable it to continugtiesue its corporate objectives. To this end,Bbard continues in earnest to evaluate
and negotiate strategic options, including potémtémsactions and equity raisings from existingreholders and third parties. Given both
the retail and capital markets in which we are afieg, and the performance of the Group to datg,teansaction or equity raising is
likely to be at a substantial discount to markehvgitringent conditions, and have a significanttibinary impact on existing shareholder
value.

The Board of Directors of Mothercare Australia véistio acknowledge the on-going support of its ssafbpliers, bankers and
shareholders.

Robert Gavshon
Chairman

30 September 2012
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Mothercare Australia Limited and Controlled Entitie s

DIRECTORS’ REPORT

Your directors submit their report on the consdbdiaentity (‘the Group’) consisting of Mothercar@igiralia Limited and the entities it
controlled at the end of, or during, the year en@@dune 2012.

DIRECTORS

The names of the directors of Mothercare Austrhiiaited (‘the Company’) in office during the yeand until the date of this report
unless otherwise stated are:

Robert Gavshon (Non -Executive Chairman)
Robert Gavshon was appointed to the Board on 1rbleee2010. Robert is also a member of the Audit @dtee and the Remuneration
Committee.

Robert Gavshon came from South Africa 33 years afp@re he was a partner in one of that countnaslileg law firms. In Sydney, he

began his career as Group General Counsel andt@i@cCorporate Affairs for a multi-national comadion.

Subsequently, Robert became a significant sharehoidand served as a director of a number of emies including Deputy Chairman
of Barbeques Galore, a NASDAQ listed company LUtgilsale to a leading Australian private equityugroHe also served as a non-
executive Director and a founder of Rebel Spo#,léngest sporting goods retailer in Australia Aletv Zealand and Chairman of Oporto
and Think: Education, until their sales. He is eatty Chairman of SOLA Sport, Open Colleges AugtaViteknologies and Mothercare
Australia and is a Director of a number of othetestee companies.

Robert has extensive community involvement, ocaugpyeéading positions in Australian not-for-profriganisations.

Directorship of public listed companies for the ptisee years: Nil

Brent Dennison (Non-Executive Director)

Brent Dennison was appointed to the Board on 2§ 2008. Brent returned to Australia after workimgthe European private equity
industry for 6 years. Immediately prior to retumpirBrent executed and managed a successful buyatd-investment in Italy in
conjunction with the Dutch fund, Favonius Ventu@sfore working with Favonius, Brent was a direatdth Citigroup in NY evaluating
small to medium sized financial services investmamportunities of strategic interest to the bankorPto Citigroup, Brent led two
entrepreneurial ventures, a UK-based software basirthat was sold to a German ERP player, andatinech of Turkey's first
management consulting practise in the mid-1990forBeembarking on his entrepreneurial pursuitsnBreas a strategy consultant with
the Boston Consulting Group in Melbourne and NewKY&rent stepped down from the role of ManagingeBior on 29 June 2012, but
will continue as a Non-Executive Director.

Directorship of public listed companies for the ptisee years: Nil
Jerry Cull (Non-Executive Director)
Jerry Cull was appointed to the Board on 30 Sepéer2b10. Jerry is also a member of the Remuner&anmittee.

Jerry is currently the Group International DirectdrMothercare PLC. He has over 30 years’ expegemorking within the Mothercare
Group. Jerry was previously within the UK Motheausiness before moving to the international @ivisSince that time, he has led the
growth of Mothercare internationally to a 950 stpogtfolio in 54 countries with annual retail saie€xcess of $1 billion (AUD).

Directorship of public listed companies for the ptisee years: Nil
David Shelmerdine (Non- Executive Director)
David Shelmerdine was appointed to the Board oN@@&mber 2010. David is also a member of the AGdinmittee.

Mr Shelmerdine is a director of The Gold Standasdriglation and past Deputy Chairman of The Myer Ra@ompany Holdings Pty
Ltd, a member of its Investment Committee, Remur@mrand Nominations Committee and Chairman ofAbdit and Governance
Committee.

In addition, David is a founding director and DgpGhairman of ClimateWorks Australia, and is Cororeof the Sustainability and the
Environment Funding Program for the Sidney Myerdrand The Myer Foundation. He has been involvestireral significant
philanthropic initiatives with the Foundation ame t~und over the past ten years.

He is Managing Director of Laradoc Pty Ltd, a ptefg owned agribusiness company with interestshim pastoral, livestock and
viticulture sectors. David has a Graduate DiplamAgriculture from Adelaide University Rosewortf@pllege in South Australia and has
been directly involved in the management and sifaiirection of a number of privately owned agsimess companies.

Directorship of public listed companies for the ptisee years: Nil

Chester Moynihan (Non-Executive Director)
Chester Moynihan was appointed to the Board dhNevember 2010. Chester is also the ChairmanenAtitit Committee.

Chester is Managing Director and co-founder of gdteFunds, a specialist Australian-based funds gem&hester has over 20 years of
experience in private equity investing, corporateisory and executive management.

Chester is a Chartered Accountant and has thewfoitp additional qualifications, Investment Managein€ertificate and Advanced
Insolvency Law and Practice.

Directorship of public listed companies for the ptisee years: Nil
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Mothercare Australia Limited and Controlled Entitie s

DIRECTORS’ REPORT

DIRECTORS (continued)

Ross Bartlett (Executive Director)
Ross Bartlett was appointed to the Board $$éptember 2009 and resigned on 30 November 2011.

Ross has over 30 years’ experience in retail, nizudgebrand management and product developmentr e period, Ross held many
senior management roles at Coles Myer includinge@#nManager of Merchandising & Marketing for Kmaktistralasia. He has
experience in Strategic Planning and Buying-Brarshagement including the development of exciting besands and unique products,
long term development of retail formats and thearket positioning.

Directorship of public listed companies for the ptisee years: Nil

Mike Lewis (Non-Executive Director)
Mike Lewis was appointed to the Board on 30 Sept&r2010 and resigned on 30 November 2011.

Mike Lewis established OshKosh B'Gosh in Austrafidl987. He was also responsible for the developrme@®shKosh’s Asia / Pacific
business based in Hong Kong, and the set-up of fweircing office servicing the Asia/Pacific maskePost the success of the Asia
initiative, Mike was appointed from 1996 until 20@0drive the growth of the OshKosh brand in the &id Europe. Upon his return to
Australia, Mike negotiated the Australian / NZ rigffior the Early Learning Centre (ELC), and develtbphe ELC business in conjunction
with the Kids Central retail concept. In 2007, Mikegotiated the Mothercare rights for Australiak&lthen joined with Headline Group
(now Mothercare Australia) to undertake the Motheedaunch and rollout.

Mike has a BEc degree from Sydney University aral gsialified accountant.

Directorship of public listed companies for the ptisee years: Nil

COMPANY SECRETARY

Robert de Lorenzo

Robert de Lorenzo was appointed Company SecretahChief Financial Officer on 1 December 2010, eegigned on 11 October 2011.
Robert is a CPA and his qualifications include aliBdor of Business and a MBA. Robert has a numlbegrears of financial and
commercial experience across international andljoisted companies, including the most recenescht Westpac Banking Corporation,
and Hutchison Telecommunications.

Brent Dennison
Brent Dennison was appointed Company Secretarylddctober 2011 and resigned as Company Secretéal¥ dlovember 2011.

Ciaron Murphy
Ciaron Murphy was appointed Company Secretary dnef&inancial Officer on 14 November, 2011 andgesd on 6 February 2012.

David James

David James was appointed Company Secretary aref Eimancial Officer on 6 February 2012. David i€A and has over 20 years of
senior financial and commercial experience, predamtly in the retail sector for companies includBeybeques Galore, HMV, Inchcape
Australia and Deals Direct.
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Mothercare Australia Limited and Controlled Entitie s

DIRECTORS’ REPORT

Interests in the shares and options of the Compargnd related bodies corporate
As at the date of this report, the interests ofdinectors in the shares and options of the Compaarg:

Ordinary Options over
shares ordinary
fully paid shares
Brent Dennison 11,779,374 -

CORPORATE STRUCTURE
Mothercare Australia Limited (ACN 060 199 082) iscampany limited by shares that is incorporated darhiciled in Australia.
Mothercare Australia Limited has prepared constdidafinancial statements incorporating the entitiest it controlled during the
financial year. All subsidiaries are 100% owned darhiciled in Australia except where indicated.

Mothercare Australia Limited

Skansen Pty Limited

Baby on a Budget Pty Limited

A.C.N. 000 950 649 Pty Limitedqformerly Reko Pty Limited)

DoDo Holdings Pty Limited

BK World Online Pty Limited

Skansen Giftware (UK) Limited (domiciled in the United Kingdom)

Skansen KCG Pty Limited

REGISTERED OFFICE

Level 1

Building 220/2A

The Entertainment Quarter

122 Lang Road

Moore Park NSW 2021

NATURE OF OPERATION AND PRINCIPAL ACTIVITIES

The principal activities during the year within tBeoup was the sale of educational toys, parertimchildren’s products and mother and
child fashion.

The Group is focused on marketing and retailinduesiee brands to the Australian parenting and cbilts market segment. The Group is
continuing an exciting growth phase with the ralk-of Mothercare in Australia and New Zealand.

DIVIDENDS

No dividends have been declared or paid duringmnwesthe end of the financial year (2011: Nil).

Mothercare Australia Limited Annual Report 2012 Page 4



Mothercare Australia Limited and Controlled Entitie s

DIRECTORS’ REPORT

REVIEW OF OPERATIONS

For the year ended 30 June 2012, the Group incurneet loss before tax of $12.7 million (2011: 1&24.9 million) and a net
comprehensive loss after tax of $12.3 million (20b%s $21.3 million).

The major factors impacting the result included:

¢ Australian retail market conditions remained difficin terms of weak consumer demand and conselyuprice-based
completion escalated.

* Restructuring costs including redundancies of $0.8m

e An unrealised foreign exchange loss of $0.3m

¢ Costs associated with the return of surplus sto0d3m

« Afixed asset write down of $0.4m associated withesclosures
* Depreciation and amortisation of $2.9m

SHAREHOLDER RETURNS

The figures in the table are not all sourced frardi®d accounts as they reflect a combination dfted and internal management
information. Accordingly the figures should only bged as a guide to trends to business performance.

6-Month
Year *

2012 2011 2010 2009 2008
Revenues from ordinary activities ($'000) 79,371 669, 31,081 11,588 5,966
Return on sales (EBITDA)/Revenue (10.6)% (29.9)% Q)R6. (14.5)% 17.4)%
NTA (cents per share) 0.7 3.1 45 11.7 13.0
Basic EPS (cents per share) attributable to
members (5.8) (11.1) 2.7) (1.3) (0.9)
Dividends paid during the year (cents per share) - - - - -
Closing share price (cents per share) 8.0 20.5 28.0 12.0 155
Shares on issue ('000) 212,921 212,921 119,690 6209, 119,690

* In 2008 reporting year end moved to 30 June.rRa@008 reporting year end was 31 December.

COMPANY PERFORMANCE

The above table shows the performance of the Gowapthe last five periods.

REVIEW OF FINANCIAL CONDITION

Capital Structure

No new shares were issued in 2012 (2011: 93.2m)skNwes were issued under the Dividend ReinvestRiant following the
suspension of the plan on 28 March 2006. The marams suspended until further notice.

Cash from Operations

Net cash flows used in operating activities for year ended 30 June 2012 was ($2.4) million as eoedpbto ($16.2) million for
the year ended 30 June 2011.

Liquidity and Funding
The Group has funding facilities as at 30 June 2&12hown in note 9 to the financial statements.

Cash on hand as at 30 June 2012 was $1.1 millidiL(ZB.3 million).
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Mothercare Australia Limited and Controlled Entitie s

DIRECTORS’ REPORT

SIGNIFICANT CHANGES IN THE STATE OF AFFAIRS

There were no significant changes in the Stateff&#i’s during the financial year concluding on 3théd 2012.

LIKELY DEVELOPMENTS AND EXPECTED RESULTS

In the opinion of the Directors, it would prejudites interests of the Group to include addition&biimation, except as reported in
this Directors report and the annual report, whielated to likely developments in the operationghef group and the expected
results of those operations in financial periodsssguent to 30 June 2012.

EVENTS SUBSEQUENT TO REPORTING DATE

In July 2012, Mothercare plc extended its briddiman agreement by $0.96m to $1.73m. It has beegeddhat this loan will be
capitalised as part of a future equity issue.

ENVIRONMENTAL REGULATION AND PERFORMANCE
The Group complies with all environmental regulatio
SHARE OPTIONS AND SHAREHOLDINGS

During the year, no options were granted to exeeator employees (2011: Nil).
Refer to note 26 for shareholdings and option hgliof directors and key management personnel.

INDEMNIFICATION AND INSURANCE OF DIRECTORS AND OFFICERS

During or since the financial year, the Group hagl gpremiums in respect of a contract insuringoélthe directors and certain
officers of Mothercare Australia Limited againsstincurred in defending proceedings for condualving:

(@) awilful breach of duty; or
(b) a contravention of sections 182 or 183 of the Cafians Act 2001, as permitted by section 199B ef @orporations Act
2001.

The Group is bound by a confidentiality clauseténinsurance policy not to disclose the insuramcgract premiums.
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Mothercare Australia Limited and Controlled Entitie s

DIRECTORS’ REPORT

REMUNERATION REPORT (AUDITED)
This report outlines the remuneration arrangemiengdace for directors and executives of the Compart/the Group.
A) PRINCIPLES USED TO DETERMINE THE NATURE AND AMOUNT OF REMUNER ATION

Remuneration Philosophy

The performance of the Group depends upon the tyuafiiits directors and executives. To prosper, @reup must attract,
motivate and retain highly skilled directors aneé@xtives.

To this end, the Group embodies the following gphes in its remuneration framework:

. Provide competitive rewards to attract high caliéxecutives;
. Establish appropriate performance hurdles in @iaid variable executive remuneration; and
. A portion of executive remuneration “at risk” degent upon meeting pre-determined performance beadtsm

Responsibility

The Board is responsible for determining and revigméompensation arrangements for the directorsmigneaging director and
the executive team. The Board assesses the amieom@ss of the nature and amount of emolumentscbf afficers on a periodic
basis by reference to relevant employment marketitions with the overall objective of ensuring rmaMm stakeholder benefit
from the retention of a high quality Board and exeeuteam.

To assist in achieving these objectives, the Boald Ithe nature and amount of executive directams officers’ emoluments to
the Company’s financial performance.

Remuneration Structure

In accordance with best practice corporate govemarhe structure of non-executive director andiosemanagement
remuneration is separate and distinct.

Non-Executive Director Remuneration

Objective
The Board seeks to set aggregate remuneratioresebwhich provides the Group with the ability ttract and retain directors of
a high calibre, whilst incurring a cost which iceptable to shareholders.

Structure

The constitution of the Company and the ASX ListiRgles specify that the aggregate of non-executivecttirs shall be
determined from time to time by a general meet#g.amount not exceeding the amount determinedeis thivided between the
directors as agreed. The latest determination waseaAnnual General Meeting held on 29 July 2002mvshareholders approved
an aggregate remuneration of $250,000 per year.

The amount of aggregate remuneration sought tqgopeoaed by shareholders and the manner in whighadpportioned amongst
directors is reviewed annually. The Board considetsen needed, advice from external consultantsedsas fees paid to non-
executive directors of comparable companies wheleriaking the annual review process.

This review process does not necessarily mean iadesase is sought from the next annual generatinge Each director receives
a fee for being a director of the Company. No addél fee is paid for sitting on a board committdewever a director may, at
the request from the Board, undertake additionabaiting work, which will be invoiced in addition teormal director’s fees.

Non-executive directors do not receive performametated remuneration.

Executive Director Remuneration

Objective

The Group aims to reward executives with a level anix of remuneration commensurate with their posiand responsibilities

within the Group and so as to:

. Reward executives for the Group, business unit adividual performance against targets set by raferdo appropriate
benchmarks;

. Align the interests of executives with those ofrehalders;

. Link reward with the strategic goals and perfornreaatthe Company; and

. Ensure total remuneration is competitive by maskahdards.

Structure

Remuneration consists of the two key elements:
. Fixed remuneration; and

. Variable remuneration.

The proportion of fixed and variable remuneratisestablished by the Board.
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Mothercare Australia Limited and Controlled Entitie s

DIRECTORS’ REPORT

REMUNERATION REPORT (AUDITED) (continued)

Fixed Remuneration

Objective
The level of fixed remuneration is set so as tovig® a base level of remuneration which is appedprio the position and is
competitive in the market.

Fixed remuneration is reviewed annually by the Boamdl the process involves a review of business amdt individual
performance and relevant competitive remuneraticthé market.

Structure

Key management personnel are given the opporttmitgceive their fixed remuneration in a varietyfafms including cash, car
allowance and fringe benefits such as a motor ehitis intended that the manner of payment chos#l be optimal for the
recipient without undue cost for the Company.

Variable Remuneration

Objective

The objective of the variable remuneration is tiklthe achievements of the Group’s operationaletargvith the remuneration
received by the executives charged with meetingdhargets. The main target is the achievementebtisiness unit's profit
budget. The total potential variable remuneratioailable is set so as to provide sufficient incemtio the key management
personnel to achieve the operational targets acid that the cost to the Group is reasonable ircitlceamstances.

Details of the nature and amount of each elemetite&molument of each director of the Group aruh @ the key management
personnel of the Group are as follows:

B) DETAILS OF REMUNERATION
Details of directors and other key management peelo

(i) Directors

R Gavshon Non-executive Chairman (appointed 1 Deee@hil 0)

B Dennison Non-executive Director (Managing Direatp to 30 June 2012)
J Cull Non-executive Director (appointed 30 Septen#10)

D Shelmerdine Non-executive Director (appointed\@¥ember 2010)

C Moynihan Non-executive Director (appointed 30 Biober 2010)

M Lewis Non-executive Director (resigned 30 NovemB011)

R Bartlett Non-executive Director (resigned 30 Noken2011)

(ii) Other key management personnel

R de Lorenzo Company Secretary/CFO (resigned 11 QOchildd )

C Murphy Company Secretary/CFO (appointed 14 Novera®gt, resigned 17 February 2012)
D James Company Secretary /CFO (appointed 6 Feb2048)

J Gavshon Interim General Manager (on secondmpptiated 2 July 2012)

The terms “director” and “officer” have been trehtes mutually exclusive for the purposes of thicldisure. The elements of
emoluments have been determined on the basis ob#i¢o the Group; and

Key management personnel are those directly acablentind responsible for the operational managemmhsstrategic direction
of the Group. In the directors’ view, other sermersonnel do not fall into the definition above.
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Mothercare Australia Limited and Controlled Entitie s

DIRECTORS’ REPORT

REMUNERATION REPORT (AUDITED) (continued)

Details of the remuneration of the Directors, tleg knanagement personnel of the Group (as defindd\BB 124 Related Party

Disclosure) and specified executives are set ottarfollowing table.

Short term Post Non
Employment Monetary
Salary & Cash Car Termination Super- Motor Total
fees bonus  Allowan Benefits annuation Vehicle
Directors $ $ ce $ $ $ $
$
R Gavshon 201z 80,000 - - - 7,200 - 87,200
2011 45,538 - - - 4,098 - 49,636
B Dennison 2012 290,649 - - 21,962 25,020 - 337,631
2011 337,179 50,000 - - 34,846 - 422,025
R Bartlett
(resigned Nov 2011) 2012 - - - - - - -
2011 76,250 - - - - - 76,250
M Lewis
(resigned Nov 2011) 201z - - - - - - -
2011 196,431 - - 137,500 4,725 - 338,656
G Elkington
(resigned Nov 2010) 201z - - - - - - -
2011 167,368 - 14,583 175,000 15,063 - 372,014
G Choo
(resigned Nov 2010) 201z - - - - - - -
2011 87,616 - 7,000 80,000 3,510 - 178,126
J Cull 201z - - - - - - -
2011 - - - - - - -
C Moynihan 2012 - - - - - - -
2011 - - - - - - -
D Shelmerdine 2012 - - - - - - -
2011 - - - - - - -
Sub-totals - Directors 201z 370,649 - - 21,962 32,220 - 424,881
2011 910,382 50,000 21,583 392,500 62,242 - 1,836,7
Other key management personnel
R De Lorenzo CFO
(resigned Oct 2011) 201z 101,681 - - 38,572 9,151 - 149,404
2011 201,461 - 13,103 - 27,393 - 241,957
C Murphy
(appointed Nov 2011)
(resigned Feb 2012) 2012 52,399 - - - 4,716 - 57,11p
2011 - - - - - - -
D James CFO
(appointed Feb 2012) 2012 78,846 - - - 7,096 - 85,942
2011 - - - - - - -
Grand Totals 2012 6035 - - 60,534 53,183 - 717,292
2011 1,111,843 50,000 34,686 392,500 89,635 - 16643

Mothercare Australia Limited Annual Report 2012
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Mothercare Australia Limited and Controlled Entitie s

DIRECTORS’ REPORT

REMUNERATION REPORT (AUDITED) (continued)

. No share based payments were made during the yedha previous reporting period.
. Percentage of remuneration related to performandeshare options during the year is Nil.

C) EMPLOYMENT CONTRACTS

Mr Robert Gavshon, Chairman

- Duration of contract aligned to holding positionGtsairman

- Base salary excluding superannuation is $80,00@m&um and it is to be reviewed by the Board on aualbasis.

- Long term incentive scheme to be approved by sliédets at AGM. In the event the incentive schemaas

approved, an additional $80,000 to be paid.

- Remuneration is not linked to any performance indica
The only other current contract in relation to Kégnagement Personnel relates to Mr David Jamesf Eimancial Officer. This
contract stipulates a base salary of $205,000gthtatory superannuation with a potential maximunus equal to 30% of the
base salary (potential bonus effective from 1 Aa@@42). Mr James’ contract is effective from 6 ety 2012 for an undefined
period and includes a two month notice period.

D) OPTIONS GRANTED AS PART OF REMUNERATION
There were no options granted for the year endetlié 2012 (2011: nil).

E) ADDITIONAL INFORMATION

Whilst remuneration for key management personnebtsdirectly linked to the Group’s performancergoeinel may be rewarded
by way of year-end bonuses or/and increases inmeration. Details of the Group’s performance dutting last five years are
tabled below.

6-Month
Year

2012 2011 2010 2009 2008
Revenues from ordinary activities ($'000) 79,371 663, 31,081 11,588 5,966
NTA (cents per share) 0.7 3.1 4.5 11.7 13.0
Basic EPS (cents per share) attributable to
members (5.8) (11.1) 2.7) (1.3) (0.9)
Dividends paid during the year (cents per share) - - - - -
Closing share price (cents per share) 8.0 20.5 28.0 12.0 155
Shares on issue ('000) 212,921 212,921 119,690 6209, 119,690

This concludes the remuneration report, which lenkaudited.

DIRECTORS’ MEETINGS

During the year, six directors' meetings and twditacommittee meeting was held. The number of mgstat which directors
were in attendance is as follows:

Meeting of Directors Audit Committee
No. held while in Meetings No. held while in  Meetings
office attended office attended
R Gavshon 6 6 2 2
B Dennison 6 6 - -
R Bartlett 3 3 - -
M Lewis 3 3 - -
J Cull 6 6 - -
C Moynihan 6 5 2 2
D Shelmerdine 6 6 2 2

As at the date of this report, the Company has aditACommittee. The members of the Audit Committee ldir C Moynihan
(Chairman), Mr R Gavshon and Mr D Shelmerdine.
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Mothercare Australia Limited and Controlled Entitie s

DIRECTORS’ REPORT

ROUNDING

The amounts contained in this report and in tharfaial statements have been rounded to the negk@0 (where rounding is
applicable) under the option available to the Comypander ASIC Class Order 98/0100. The Company isnéity¢o which the
Class Order applies.

INDEMNITY AND INSURANCE OF AUDITOR

The Company has not, during or since the finangalr, indemnified or agreed to indemnify the aud@abthe Company or any
related entity against a liability incurred by tneditor.

During the financial year, the Company has not paiiemium in respect of a contract to insure trditar of the Company or any
related entity.

PROCEEDINGS ON BEHALF OF THE COMPANY

No person has applied to the Court under sectiono2&7e Corporations Act 2001 for leave to bringgeedings on behalf of the
Company, or to intervene in any proceedings to wthiehCompany is a party for the purpose of takirspoasibility on behalf of
the Company for all or part of those proceedings.

AUDITOR INDEPENDENCE

The auditor's independence declaration for the weated 30 June 2012 has been received and carubhe ém page 18f this
report.

AUDITOR

BDO East Coast Partnership (“BDO”, formerly knownPd§- East Coast Practice) continues in office in etaoce with section
327 of the Corporations Act 2001.

NON-AUDIT SERVICES
Non-audit services were provided by the entity’disar BDO. The directors are satisfied that the fgion of non-audit services is
compatible with the general standard of indepenelémicauditors imposed by the Corporations Act 2001 nature and scope of

each type of non-audit service provided means dloditor independence was not compromised. BDO rededr are due to
receive the following amounts for the provisiomeoh-audit services.

. other assurance services provided $20,750 (201B156)

CORPORATE GOVERNANCE

In recognising the need for the highest standafa®iporate behaviour and accountability, the doecof Mothercare Australia
Limited support and have adhered to the principlesorporate governance. The Company’s corporatergawice statement is

detailed in the financial report.

Signed in accordance with a resolution of the dinec

Robert Gavshon
Chairman

30 September 2012
Sydney
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Tel: +61 2 9251 4100 Level 10, 1 Margaret St
I B D Fax: +61 2 9240 9821 Sydney NSW 2000

www.bdo.com.au
A .
Australia

DECLARATION OF INDEPENDENCE BY JOHN BRESOLIN TO THE DIRECTORS OF MOTHERCARE
AUSTRALIA LIMITED

As lead auditor of Mothercare Australia Limited for the year ended 30 June 2012, | declare that, to
the best of my knowledge and belief, there have been no contraventions of:

» the auditor independence requirements of the Corporations Act 2001 in relation to the audit;
and
e any applicable code of professional conduct in relation to the audit.

This declaration is in respect Mothercare Australia Limited and the entities it controlled during the
year.

ohp Bresolin

Partner

BDO East Coast Partnership
Sydney, 30 September 2012

BDO East Coast Partnership ABN 83 236 985 726 is a member of a national association of independent entities which are all members of BDO (Australia) Ltd
ABN 77 050 110 275, an Australian company limited by guarantee. BDO East Coast Partnership and BDO (Australia) Ltd are members of BDO International
Ltd, a UK company limited by guarantee, and form part of the international BDO network of independent member firms. Liability limited by a scheme
approved under Professional Standards Legislation (other than for the acts or omissions of financial services licensees) in each State or Territory other than
Tasmania.
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Mothercare Australia Limited and Controlled Entitie s

CORPORATE GOVERNANCE STATEMENT

The Board of Directors (‘the Board’) of Mothercare stalia Limited (‘the Company’) are responsible the corporate
governance practices of the Group. Mothercare Aligtt.imited and its controlled entities are regetrto as ‘the Group'.
The Board guides and monitors the business andsaffdithe Company on behalf of the shareholdersvbgm they are
elected and to whom they are accountable.

The Board supports the core principles developethbyAustralian Securities Exchange (*“ASX”) Corpor&@evernance
Council (“the Council”) as a basis for enhancing tnedibility and transparency of our capital markéike structures,
policies and procedures already in place have deerloped and implemented by the Board and manadesaen many
years to ensure the Company continues to operatsse principles.

The Board believes that the Group’s Corporate Govemaolicies should be tailored to account forgize and structure of
the Group, risks associated with the Group’s opmratand the Group’s inherent strengths and weakisesThe ASX
concurs with this view and allows companies to aipldeviations from the ASX Corporate Governance €ibsn
recommendations.

Areas where the Group has deviated from the Cosn@ltommendations are discussed below, but the Bmdieves the
areas of non-conformance do not impact on the Gsoapility to operate with the highest standards Girporate
Governance.

Principle 1: Lay solid foundations for management ad oversight

Recommendation 1.1: Establish the functions resentedhe Board and those delegated to senior exe@stiand disclose
those functions.

The Board is responsible to shareholders for thei@sooverall corporate governance practices, aneésponsible for the
direction and oversight of the Group’s businessebeahalf of the shareholders.

The Board'’s responsibilities include:

. reviewing and determining the Group’s strategiection and operational policies;

. establishing goals for management and monitoriegatthievement of these goals;

. reviewing and approving the Group’s business plan;

. appointing and remunerating the Managing Director;

. approving all significant business transactionduiding acquisitions, divestments and property dgwelents;
. monitoring business risk exposures and risk managesystems;

. approving and monitoring financial and other exééneporting;

. approving changes to the Group’s capital structure;

. reporting to shareholders; and

. promoting ethical conduct.

The Board delegates responsibility for the formolatf strategy and administration of day-to-dayihess to the Managing
Director and Chief Financial Officer who compribe tCompany’s senior management group.

The senior management group is responsible for:

. ensuring business development and other activitiesconducted in accordance with the Group’s ovéadiness
strategy;

. managing the Group’s property developments, bus@seand other investments to maximise returnsaraebblders;

. informing the Board on a regular basis of the stafwel projects and the performance of all Grougssets;

. managing relationships with investors and analysts;

. approving capital expenditure and business traimsectvithin predetermined limits set by the Board;

. planning in accordance with the financial controidglines which govern the allocation and manageméfinancial
resources throughout the Group;

. ensuring that appropriate financial reporting isvidled to the Board on a monthly, six monthly andwal basis; and

. establishing and monitoring the Group’s risk mamaget framework to ensure that policies, guidelimed controls are
effective in reducing the Group’s operational ainéficial exposures to an acceptable level.

Recommendation 1.2 Disclose the process for evahgathe performance of senior executives.
Senior management’s performance is assessed rggagainst both qualitative and quantitative fastatr board meetings.

There have been no departures from Principle hduhe year ended 30 June 2012.
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Mothercare Australia Limited and Controlled Entitie s

CORPORATE GOVERNANCE STATEMENT

Principle 2: Structure the board to add value

The Board comprises the Non-Executive Chairman, MagaBirector and three Non-Executive Directors. Hize and
composition of the Board is formulated to provideagpropriate range of experience, skills, knowledge perspective to
enable it to appoint, guide and supervise a higimdgtrd of management for the Group’s business. néames, skills,
experience and expertise of each Director of the @amm are set out in the Annual Report and on the @agip website.

Recommendation 2.1: A majority of the Board should independent directors.

Directors of Mothercare Australia are considereéandependent when they are independent of marmageand free from
any business or other relationship that could ri@bgrinterfere with — or could reasonably be péred to materially
interfere with — the exercise of their independgriigement. In the context of director independerioggteriality” is
considered from both the Company and individualeator perspective. The determination of materialigguires
consideration of both quantitative and qualitatlements. An item is presumed to be quantitatiralyaterial if it is equal
to or less than 5% of the appropriate base amdihg.Board considers an item to be material (unleseetis qualitative
evidence to the contrary) if it is equal to or geeahan 10% of the appropriate base amount. Qiiakt factors considered
include whether a relationship is strategically ampnt, the competitive landscape, the nature efrfationship and the
contractual or other arrangements governing itathdr factors that point to the ability of the dii@ in question to shape the
direction of the Company’s loyalty.

In accordance with this definition of independenuene of the current directors are independenttirs by virtue of their
substantial shareholdings in Mothercare Austraialetailed in the Annual Report or by their managemele. The Board
does not comprise a majority of independent dimsctand consequently its composition does not compith
Recommendation 2.1 of the ASX Corporate GovernancgleBnes. This departure arises from the size aatlire of
operations of the Group.

However, the Board has adopted the following meastoreensure that independent judgment is achiemddvaintained in
respect of its decision-making processes:

. Directors are entitled to seek independent pradessiadvice at the Company’s expense, subject tagpeoval of the
Board;

. Directors having a conflict of interest in relatitma particular item of business must absent tkéres from the board
meeting before commencement of discussion on fie;tand

. Non-executive directors confer on a needs baslsowitmanagement in attendance.
Each director brings a range of complementarysskifid experience to the Group as indicated in theual Report.

Recommendation 2.2: The Chairperson should be an ipeledent Director.

The Company’s Chairman is Mr Robert Gavshon.

Recommendation 2.3: The roles of Chairperson and Chietecutive Officer should not be exercised by theme
individual.

The Chairman is Mr Robert Gavshon and the Chief Exex@fficer is Mr Brent Dennison (until 29 June 2Q1therefore as
required under best practice, there is a separafitimiese two roles. Mr Jonathan Gavshon has begoirgted to the role of
Interim General Manager (on secondment) from 2 200,2.

Recommendation 2.4: The Board should establish a Neation Committee.

Due to the size and structure of the Company’s Baaidpminations Committee has not been establishedgasred under
ASX Recommendation 2.4. All directors may make rem@mdations to the Board regarding the membershipeoBoard,
including proposed new appointments. However, isflatiors must agree unanimously on any new direggpg@ointments. In
addition, the Company’s Constitution provides thag¢ath annual general meeting, one third of directball retire (and be
eligible for re-election).

The Board believes that these alternative procedusemore than adequate to preserve the intedrthedBoard.

Recommendation 2.5: Disclose the process for evahgathe performance of the Board, its committees aimdiividual
directors.

Due to the size and nature of the Group, the Boalid\®s that external formal evaluation is not seaey as performance is
continually being evaluated on an ongoing basiss ®itherefore a departure from Recommendation 2.5.
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Mothercare Australia Limited and Controlled Entitie s

CORPORATE GOVERNANCE STATEMENT

Principle 3: Promote ethical and responsible decisn making
Recommendation 3.1: Companies should establish aecoficonduct and disclose the code.

The Board encourages the highest standards of ktitinduct by all directors and employees of theuprorhe Board has
adopted a Code of Conduct & Ethics that sets ouptineiples and standards with which all Group’sagffs and employees
are expected to comply in the performance of tlespective functions. Officers and employees apeebed to:

. comply with the law;

. act honestly and with integrity;

. reduce the opportunity for situations to arise \esult in divided loyalties or conflicts of inést;

. use the Group’s assets responsibly and in theftesésts of the Company’s shareholders; and

. be responsible and accountable for their actions.

Senior management immediately investigates posd#dileres to comply with the principles of ethicahd responsible

conduct, employing the use of third party expentigdere necessary. The appropriate level of dis@p)i action is applied
where departures from these principles are confirme

This Code is regularly reviewed and updated as sacg$o ensure it remains consistent with the Beashjectives.

Recommendation 3.2: Establish a policy concerningatsity, and disclose the policy or a summary oftipalicy.
Diversity Policy

The Company believes in the value of a diverse veodef and is committed to actively supporting diitgref gender, race,
ethnicity, age, disability and cultural backgrourthe Company believes that embracing diversity & itorkforce
contributes to the achievement of its corporateabjes and enhances its reputation.

The Mothercare Diversity Policy reflects this cortm@nt and includes:

. Providing access to equal opportunities in the wlate, based on merit;
. Fostering a culture that embraces and values dliyers

. Ensuring a safe workplace by taking action agaimgppropriate behaviour, such as harassment, disation and
bullying;

. Enhancing customer service and market reputatimugh a workforce that respects and reflects therdity of our
customers.

Recommendation 3.3: Disclose the measurable objestifor achieving gender diversity set by the Boandaccordance
with the diversity policy and progress towards aclimgythem.

The Company has only recently established its diygpslicy. The Board has not yet determined the sneazble objectives
for achieving gender diversity. This is thereforéegarture from Recommendation 3.3. The Board wiresk this matter in
the coming financial year.

Recommendation 3.4: Disclose the proportion of wonanployees at each level of the organisation

The proportion of women employees in the businesa 80 June 2012 was as follows:

Positions % of Women
Women in management roles 89%
Women in the organisation 89%

The size and structure of the Company and the Baarértly limit the scope for increases in the numiifevomen on the
Board or in senior executive roles. However, asobterwhelming majority of total employees in the Camyp are women,
the Company is confident that progress in this aigde achieved in future years.
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Mothercare Australia Limited and Controlled Entitie s

CORPORATE GOVERNANCE STATEMENT

Principle 4: Safeguard integrity in financial reporting

Recommendation 4.1: The Board should establish an Athmmittee.

The Company’s Managing Director and Chief Financiiicer report in writing to the Board that the cofidated financial
statements of the Group for each half and fullrfizial year present a true and fair view, in all enai respects, of the
Group’s financial condition and operational reswted are in accordance with relevant accountingdstals. The Audit
Committee operates throughout the year with the gmmobjective to assist the Board of Directorsdiffifing the Board’s
responsibilities relating to the accounting, rejpgrtand financial risk management practices of@neup. In fulfilling this
objective, the Audit Committee meets at least twtet each year.

The main duties and responsibilities of the Audit@attee include:

. review and consideration of statutory compliancétens;

. review of the annual and half-yearly financial repp

. recommend to the Board nominations for appointmemxséernal auditors;

. review the scope of the audit, the level of auelitsfand the performance of the external auditors;
. liaison with external auditors, review of auditqéng and consideration of audit results; and

. evaluation of the adequacy and effectiveness ofGheup’s administrative, operating and accountiogjcges and
internal controls through active communication vafferating management and the external auditors.

Recommendation 4.2: Structure the Audit Committee that it consists only of non-executive directorspnsists of a
majority of independent directors and is chaired by independent chair, who is not chair of the boaashd has at least
three members.

The members of the Audit Committee during the yearewMr Chester Moynihan (Chairman), Mr Robert Gavslaowl, Mr
David Shelmerdine. As non-executive directors th@mittee complies with recommendation 4.2.

Recommendation 4.3: The Audit Committee should haveranal charter.
The Audit Committee does not have a formal chanteiccordance with Recommendation 4.3.

The departures from Recommendations 4.3 arise auatof the size and nature of the Group and tleseprt structure of
the Board. The Board is aware of the Corporate GomemBrinciples and Recommendation Etlition), and will continue
to work towards full adoption of the recommendagiamline with growth and development of the Graughe years ahead.

Principle 5: Make timely and balanced disclosure

Recommendation 5.1: Promote timely and balanced ldisare of all material matters concerning the Compan

The Company Secretary is responsible for all comoatitins with the ASX. All communications with extat stakeholders
in respect of sensitive company information is sabjto the relevant safeguarding and confidenjiadibcedures. These
communications are undertaken in light of contirmialisclosure requirements of the ASX and the brpidaciples of
ensuring the market is fully informed of price séme information.

Recommendation 5.2: Establish written policies and pedures designed to ensure compliance with ASX ListiRgle
disclosure requirements and to ensure accountalilitt a senior management level for the compliancedalisclosure of
those policies or a summary of those policies.

Documented procedures are in place to identifyemathat are likely to have a material effect anthice of the Company’s
securities and to ensure those matters are notidietie ASX in accordance with the Company's Listiige disclosure
requirements. The Managing Director and Chief Firar@fficer are responsible for monitoring the Comya activities in
light of its continuous disclosure policy and whaezessary, discussing disclosure obligations thihBoard.
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Mothercare Australia Limited and Controlled Entitie s

CORPORATE GOVERNANCE STATEMENT

Principle 6: Respect the rights of shareholders

Recommendation 6:1Design a communications policy for promoting effa@ communication with shareholders and
encouraging their participation at general meetingsd disclose their policy or a summary of that pyl. Use company
websites to complement the official release of mateinformation to the market.

The Board encourages communication with shareho&tetother stakeholders in an open, regular arelftimanner so that
the market has sufficient information to make infed investment decisions on the operations andisesiithe Group.

Mechanisms employed include:

. regular shareholder communications such as hatfyyegports, and the full annual financial report;

. financial results presentations at the Company’suah@eneral Meeting (“AGM”);

. shareholder access to communications through #mefluiaformation technology such as the Company’'ssite; and
. utilising Computershare, the Company’s share rgggsrvice provider.

The Board encourages full participation of sharetiddat the AGM to ensure a high level of accoulitgband
understanding of the Group’s strategy and goals.Jompany encourages the Group’s external auditattéod the AGM.

Principle 7: Recognise and manage risk

Recommendation 7.1: The Board or appropriate Board mduittee should establish policies on risk oversigéhd
management of material business risk and disclossuanmary of those policies.

The Board is responsible for oversight of the Greujsk management and control framework (the Grdogs not have a
separate Risk Management Committee). The Audit Comenissists the Board in fulfilling its responsitghtin this regard
by reviewing the financial and reporting aspectgha® Group’s risk management and control framewdte Group has
implemented a policy framework designed to enshat the Group’s risks are identified and that culstare adequate, in
place and functioning effectively.

This framework will incorporate the maintenancecofmprehensive policies, procedures and guidelinasencompass the
Group’s activities. It addresses areas such asraminhegotiation, project management, occupatitrealth and safety,
environmental management, trade practices, IT @isascovery and business continuity planning.

Recommendation 7.2: The Board should require managerto design and implement the risk management amgrnal
control system to manage the company’s materialinass risks and report to it on whether those risk® being managed
effectively. The Board should disclose that manageméas reported to it as to the effectiveness oé tbompany’s
management of its material business risks.

Responsibility for control and risk management ikedated to the appropriate level of managementinvitie Group with

the Managing Director and Chief Financial Officerving ultimate responsibility to the Board for theo@p's risk

management and internal control activities. Arrangets put in place by the Board to monitor risk ngamaent and internal
controls include:

< regular monthly reporting to the Board in respeabppérations and the financial position of the Group

« reports by the Chairman of the Audit Committee amdutation to the Board of the minutes of each meetield by the
Audit Committee;

* presentations made to the Board throughout the ypa@ppropriate members of the Group’s managemem {@nd/or
independent advisers, where necessary) on theenafyarticular risks and details of the measurkihvare either in
place or can be adopted to manage or mitigateskeand

« any Director may request that operational and pt@adits be undertaken by management.

Recommendation 7.3: The Board should disclose whetihéras received assurance from the Chief Executivei€#r (or
equivalent) and the Chief Financial Officer (or equittent) that the declaration provided in accordanedth section 295A
of the Corporations Act is founded on a sound systefirisk management and internal control and thahé system is
operating effectively in all material respects ielation to financial reporting risks

Prior to signing the Group’s annual financial sta¢ats, the Company’s Managing Director and Chief mdre Officer
report in writing to the Board that:

» the declaration provided in accordance with secB®BA of the Corporations Act is founded on a sosystem of risk
management and internal compliance and controlwiniplements the policies adopted by the Board; and

« the Company’s risk management and internal compiamd control framework is operating efficientlydagffectively
in all material respects.
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Mothercare Australia Limited and Controlled Entitie s

CORPORATE GOVERNANCE STATEMENT

Principle 8: Remunerate fairly and responsible

Recommendation 8.1: The Board should establish a r@mration committee.

Recommendation 8.2: The remuneration committed shibblke structured so that it consists of a majoritiyindependent
directors, is chaired by an independent chair andshat least three members

Recommendation 8.2: Companies should clearly distiigl the structure of non-executive directors’ remeration from
that of executive directors and senior executives.

The Group’s polices relating to Directors’ and Serfixecutives’ remunerations are set out in theu@wannual report.

A remuneration committee was established in 20adsisting of Mr Ross Bartlett (Chairman), Mr Robert &won, and Mr
Jerry Cull. Following the resignation of Mr Bartlet a director, the current remuneration committersisting of Mr David
Shelmerdine, Mr Robert Gavshon and Mr Jerry Cull,ehaet informally to discuss remuneration issuearas when the
need arose.

The Group does not have any scheme for retirenmamgflis, other than superannuation.
It is the Group’s objective to provide maximum sth&lder benefit from the retention of high qualtgard members and
Senior Executives by remunerating Directors and kegcutives fairly and appropriately with referente relevant

employment market conditions. To assist in achiguinis objective, the nature and amount of exeeutlirectors’ and
officers’ emoluments are linked to the Group’s finel and operational performance.
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MOTHERCARE AUSTRALIA LIMITED & CONTROLLED ENTITIES
STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2012

Continuing operations
Revenue

Cost of sales

Gross profit

Other income

Interest income

Selling expenses
Administration expenses
Other expenses
Depreciation and amortisation expense
Finance costs

Operating expenses

Loss from continuing operations before income tax ahgain on acquisition.

Gain on acquisition
Loss from continuing operations before income tax

Income tax benefit

Loss from continuing operations after income tax

Profit from discontinued operations

Loss for the year

Other comprehensive income, net of tax

Exchange differences on translation of foreign apens

Total comprehensive income for the year

Mothercare Australia Limited Annual Report 2012

Notes

o o o o o M~ o,

32

33

CONSOLIDATED

2012 2011

$'000 $'000
79,371 65,657
(47,361) (40,475)
32,010 25,182
698 -
24 336
(30,472) (28,811)
(8,858) (9,774)
(1,808) (6,405)
(2,931) (2,426)
(2,370) (595)
(45,439) (48,011)
(12,707) (22,493)
- 596
(12,707) (21,897)
395 594
(12,312) (21,303)
- 35
(12,312) (21,268)
3 25
(12,309) (21,243)
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Mothercare Australia Limited and Controlled Entitie s

STATEMENT OF COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2012
Notes

Loss for the year is attributable ta
Members of Mothercare Australia Limited

Non-controlling interest

Total comprehensive income for the year is attributhle to:

Members of Mothercare Australia Limited

Non-controlling interest

Earnings/(loss) per share for (loss)/profit attributable to members of
Mothercare Australia Limited

Basic earnings/(loss) per share (cents per share) 24

Diluted earnings/(loss) per share (cents per share) 24

CONSOLIDATED
2012 2011
$000 $000
(12,312) (20,292)
- (976)
(12,312) (21,268)
(12,309) (20,267)
- (976)
(12,309) (21,243)
(5.8) (11.1)
(5.8) (11.1)

The above Statement of Comprehensive Income sheuldaal in conjunction with the accompanying notes.
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MOTHERCARE AUSTRALIA LIMITED & CONTROLLED ENTITIES

STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2012

Notes CONSOLIDATED

2012 2011

$'000 $'000
CURRENT ASSETS
Cash and cash equivalents 9 1,125 3,313
Trade and other receivables 10 358 34
Inventories 11 16,053 21,297
Other assets 12 247 429
TOTAL CURRENT ASSETS 17,783 25,073
NON-CURRENT ASSETS
Property, plant and equipment 14 12,690 11,596
Intangible assets 15 8,623 8,737
Deferred tax assets 7 1,612 1,217
TOTAL NON-CURRENT ASSETS 22,925 21,550
TOTAL ASSETS 40,708 46,623
CURRENT LIABILITIES
Trade and other payables 16 14,500 15,715
Trade finance 9 5,010 6,963
Provisions 18 3,124 2,884
Borrowings 17 1,690 4,513
Derivative financial instruments 19 - 184
TOTAL CURRENT LIABILITIES 24,324 30,259
NON-CURRENT LIABILITIES
Trade and other payables 16 2,170 -
Provisions 18 1,773 1,159
Borrowings 17 725 -
TOTAL NON-CURRENT LIABILITIES 4,668 1,159
TOTAL LIABILITIES 28,992 31,418
NET ASSETS 11,716 15,205
EQUITY
Issued capital 20 66,645 57,825
Reserves 20 (2,300) (2,303)
Accumulated losses 22 (52,629) (40,317)
TOTAL EQUITY 11,716 15,205

The above Statement of Financial Position shoulceld in conjunction with the accompanying notes.
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MOTHERCARE AUSTRALIA LIMITED & CONTROLLED ENTITIES

STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2012

CONSOLIDATED

As at 1 July 2010

Loss for the year
Other comprehensive
income for the year,
net of tax

Total

comprehensive
income for the year

Transactions with
owners in their
capacity as owners
Elimination of non-
controlling interest

Shares issued, net of
equity raising costs

Convertible note
movements net of
deferred tax

As at 30 June 2011

As at 1 July 2011

Loss for the year
Other comprehensive
income for the year,
net of tax

Total

comprehensive
income for the year

Transactions with
owners in their
capacity as owners
Convertible notes
issued, net of equity
raising costs

As at 30 June 2012

Note

20

Issued Convertible  Foreign Equity  Accum. Total Non- Total
capital note option currency reserve  losses control equity
reserve reserve Interest
$'000 $'000 $' 000 $'000 $'000 $'000 $'000 $'000
31,001 104 (109) 123 (20,025) 11,094 780 11,874
- - - - (20,292) (20,292) (976) (21,268)
- - 25 - - 25 - 25
- - 25 - (20,292) (20,267) (976) (21,243)
- - - (2,342) - (2,342) 196  (2,146)
26,824 - - - - 26,824 - 26,824
- (104) - - - (104) - (104)
57,825 - (84) (2,219) (40,317) 15,205 - 15,205
57,825 - (84) (2,219) (40,317) 15,205 - 15,205
- - - - (12,312) (12,312) - (12,312)
- - 3 - - 3 - 3
- - 3 - (12,312) (12,309) - (12,309)
8,820 - - - - 8,820 - 8,820
66,645 - (81) (2,219) (52,629)11,716 - 11,716

The above Statement of Changes in Equity shoul@#e in conjunction with the accompanying notes.
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MOTHERCARE AUSTRALIA LIMITED & CONTROLLED ENTITIES

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2012

Notes CONSOLIDATED

2012 2011
$'000 $'000

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers (inclusive of GST) 88,709 73,761
Payments to suppliers and employees (inclusiveSi¥F)G (90,663) (89,618)
Interest received 24 153
Other income received 73 -
Interest and other finance costs paid (525) (335)
Income tax paid - (178)
NET CASH FLOWS USED IN OPERATING ACTIVITIES 9 (2,382) (16,217)
CASH FLOWS FROM INVESTING ACTIVITIES

Net cash outflow on business combinations 32 - (4,740)
Purchase of property, plant and equipment and giltdeassets (4,575) (6,138)
Net cash proceeds from sale of business 33 - 2,000
NET CASH FLOWS USED IN INVESTING ACTIVITIES (4,575) (8,878)
CASH FLOWS FROM FINANCING ACTIVITIES

Net proceeds from convertible note issue 5,320 -
Proceeds from borrowings - 3,879
Proceeds from borrowings — related parties andeslotders 17 1,540 3,500
Repayment of borrowings & trade finance (2,091) (2,500)
Proceeds from issue of shares - 18,724
NET CASH FLOWS PROVIDED BY FINANCING ACTIVITIES 4,769 23,603
NET DECREASE IN CASH AND CASH EQUIVALENTS (2,188) (1,492)
Cash and cash equivalents at the beginning of the ye 3,313 4,805
CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR 9 1,125 3,313

The above Statement of Cash Flows should be reaghijnnction with the accompanying notes.
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Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012

1. CORPORATE INFORMATION

The financial report of Mothercare Australia Lintdtand its controlled entities for the year ended@@e 2012 was authorised for
issue in accordance with a resolution of the dirscon 30 September 2012.

Mothercare Australia Limited (“the Company”) is ar@oany limited by shares incorporated and domicitedustralia whose
shares are publicly traded on the Australian StearExchange.

The principal activities during the year within tBempany were the sale of educational toys, pargiatid children’s products
and mother and child fashion.

The Company is focused on marketing and retailirgusive brands to the Australian parenting anddcbil’s market segment.

The registered office and principal place of businef the Company is Level 1, Building 220/2A, Thedfminment Quarter, 122
Lang Road, Moore Park, NSW 2021.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of preparation
The financial statements are general purpose finbstatements, which have been prepared in aceoedaith the requirements of

the Corporations Act 2001 and Australian AccountBigndards including Interpretations, issued byAhstralian Accounting
Standards Board ("AASB"), as appropriate for profiented entities.

The financial statements have been prepared ostarical cost basis, except for derivative finahgiatruments that have been
measured at fair value.

The financial statements are presented in Austradigllars and all values are rounded to the nedhestsand dollars ($'000)
unless otherwise stated under the option avail@btee Company under ASIC Class Order 98/0100. The @oynis an entity to
which the class order applies.

(b) Going Concern

The financial report has been prepared on a gaimgern basis, which contemplates continuity of rarbusiness activities and
the realisation of assets and settlement of ligdsliin the ordinary course of business. This isvitbstanding that the Group
incurred a loss for the year of $12.310 million angberienced a net cash outflow from operation$20882 million for the year
and that current liabilities exceeded current adset$6.541million at 30 June 2012.

It will be necessary for the Group to raise addilocapital to maintain its operations in the cotrfinancial year and enable it to continue
to pursue its corporate objectives. The Board gotiating strategic options, including potentiarsactions and equity raisings from
existing shareholders and third partiesprovide the required working capital. In theet/these negotiations are not successful, such
conditions would give rise to a material uncertaititat may cast significant doubt over the Groap#ity to continue as a going
concernGiven both the retail and capital markets in whighare operating, and the performance of the Groufate, any transaction or
equity raising is likely to be at a substantialcdisnt to market with stringent conditions, and havsignificant dilutionary impact on
existing shareholder value.

The net current liability of $6.451 million inclusi¢he following elements which will not necessarégult in the payment of cash:

e $1.54 million of Shareholder Loans which will convi® equity upon a restructure of the company;
e $1.53 million of customer related liabilities suah gift vouchers and loyalty programme

e $0.45 million of landlord lease incentives;

¢ $0.13 million in respect of long service leave ps@n.

Each of these is properly included as a currebililip at 30 June 2012 under Australian Account®tgndards but each of them
has characteristics that suggest that it is unlilteht there will be an actual deficiency in cutrassets to meet the current
liabilities as and when they become due.

In addition, the Directors and Management beliénag the Group’s trading results will improve foetfollowing reasons:

* The majority of stores have now been converted ihto Mothercare or ELC format with a better mix ofre own brand
products which provide significantly higher margins

* The Mothercare brand continues to mature and thiaddcare Australia customer loyalty database iseajmg rapidly;

« Improved proprietary stock availability;

« Store expansion opportunities with attractive comuiaéterms are being presented to the company;

« Animprovement in the management of logistic casts head office costs;

« Gaining better access to Mothercare’s worldwideitogipower for third party products;

* An upgrade to the Mothercare website which is etqib¢o generate significantly more online revenhent previously
generated.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continue d)

It is noted that the cash flow forecast for the pany includes assumptions in relation to the foif@vmatters and, therefore,
depends upon the following factors:

« Revenue being sustained at current levels;

¢ Continued focus on managing costs; and

¢ Successful conclusion of negotiations of strategitonsand/or equity raisings from existing shareholderthivd partiesthat will
provide additional working capital to maintain dgerations.

Based on these key assumptions, the Directors tisiezhthat there are reasonable grounds to belileat the Group will be able
to pay its debts as and when they fall due. Ontthsss the financial report has been preparedgmirey concern basis.

Should the Group be unable to continue as a gaingarn it may be required to realise its assetsdésuharge its liabilities other
than in the normal course of business and at aradaliffiérent to those stated in the financial staets.

The financial statements do not include any adjastsirelating to the recoverability and classifimabf asset carrying amounts
or the amount of liabilities that might result skibthe Group be unable to continue as a going coreed meet its debts as and
when they fall due.

(c) Reporting period and prior year comparatives

The financial statements have been prepared foygheended 30 June 2012. The previous reportiriggpwas for the year ended
30 June 2011.

(d) Statement of compliance

These financial statements also comply with Intéonmal Financial Reporting Standards (IFRS) as issuwedhe International
Accounting Standards Board (IASB).
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)

(e) New Accounting Standards and Interpretations Adpted

The Group has adopted all of the new, revised cenaling Accounting Standards and Interpretationsedsy the Australian
Accounting Standards Board ('AASB') that are mangafor the current reporting period. Any new, redsor amending
Accounting Standards or Interpretations that ateyabmandatory have not been early adopted.

Any significant impact on the accounting policieé the Group from the adoption of these Accountingin8ards and
Interpretations are disclosed in the relevant actiog policy. The adoption of these Accounting Stamls and Interpretations did
not have any significant impact on the financiaf@enance or position of the Group

The following Accounting Standards and Interpretasi are most relevant to the Group:

AASB 2010-4 Amendments to Australian Accountingd@tas arising from the Annual Improvements Project

The Group has applied AASB 2010-4 amendments frahalyl 2011. The amendments made numerous non-uogemecessary
amendments to a range of Australian Accounting d&teds and Interpretations. The amendments providadfication of
disclosures in AASB 7 'Financial Instruments: Disces', in particular emphasis of the interactietwieen quantitative and
qualitative disclosures and the nature and exterisks associated with financial instruments; ifled that an entity can present an
analysis of other comprehensive income for eachpoorant of equity, either in the statement of charigeequity or in the notes in
accordance with AASB 101 'Presentation of Finanicisiruments'; and provided guidance on the discéosf significant events
and transactions in AASB 134 'Interim Financial Ré&pgt.

AASB 2010-5 Amendments to Australian Accountingdatas

The Group has applied AASB 2010-5 amendments fraluly 2011. The amendments made numerous editon@hdments to a
range of Australian Accounting Standards and Imtggtions, including amendments to reflect changesle to the text of
International Financial Reporting Standards by titerhational Accounting Standards Board.

AASB 124 Related Party Disclosures (December 2009)

The Group has applied AASB 124 (revised) from 1 Ad¢1. The revised standard simplified the defimitof a related party by

clarifying its intended meaning and eliminatingansistencies from the definition. A subsidiary ardassociate with the same
investor are related parties of each other; estgignificantly influenced by one person and eggisignificantly influenced by a

close member of the family of that person are mgés related parties of each other; and wheneperson or entity has both joint
control over a second entity and joint control igngicant influence over a third party, the secaml third entities are related to
each other.

AASB 1054 Australian Additional Disclosures

The Group has applied AASB 1054 from 1 July 2011e $tandard sets out the Australian-specific disckxsas a result of Phase
| of the Trans-Tasman Convergence Project, whichiraeeldition to International Financial Reportingu&dards, for entities that
have adopted Australian Accounting Standards.

AASB 2011-1 Amendments to Australian Accountingdatas arising from the Trans-Tasman Convergencgeet

The Group has applied AASB 2011-1 amendments frahalyt 2011. These amendments made changes to a cadgestralian
Accounting Standards and Interpretations for theppse of closer alignment to International Finah&aporting Standards
(IFRSs’) and harmonisation between Australian arelv\Zealand Standards. The amendments removedrcguaance and
definitions from Australian Accounting Standards fmnformity of drafting with IFRSs but without angtention to change
requirements.

Australian Accounting Standards and Interpretatitias have recently been issued or amended butcanget mandatory, have not
been early adopted by the Group for the annualrtegaperiod ended 30 June 2012. The Group's assesof the impact of these
new or amended Accounting Standards and Interppetatmost relevant to the Group, are set out bielow

New Accounting Standards and Interpretations not yemandatory or early adopted

AASB 9 Financial Instruments, 2009-11 Amendmentéusiralian Accounting Standards arising from AASBand 2010-7
Amendments to Australian Accounting Standardsragifiom AASB 9

This standard and its consequential amendmentapgiécable to annual reporting periods beginningoomfter 1 January 2015
and completes phase | of the IASB's project to mplBAS 39 (being the international equivalent to 8\ 139 'Financial
Instruments: Recognition and Measurement'). Thisdstal introduces new classification and measuremmerttels for financial
assets, using a single approach to determine whatfieancial asset is measured at amortised gofstirovalue. To be classified
and measured at amortised cost, assets must stitesfiyusiness model test for managing the finaresakts and have certain
contractual cash flow characteristics. All otheaficial instrument assets are to be classifiechaabsured at fair value. This
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)
(e) New Accounting Standards and Interpretations nioyet mandatory or early adopted (continued)

standard allows an irrevocable election on initedognition to present gains and losses on equdtiyliments (that are not held-
for-trading) in other comprehensive income, withidiénds as a return on these investments beingmnéed in profit or loss. In
addition, those equity instruments measured atvédire through other comprehensive income wouldbnger have to apply any
impairment requirements nor would there be anyythog' of gains or losses through profit or logs disposal. The accounting
for financial liabilities continues to be classifiand measured in accordance with AASB 139, with emeption, being that the
portion of a change of fair value relating to timtity’'s own credit risk is to be presented in othemprehensive income unless it
would create an accounting mismatch. The Groupasitipt this standard from 1 July 2013 but the ihp&ds adoption is yet to
be assessed by the Group.

AASB 2010-8 Amendments to Australian Accountingdatas- Deferred Tax: Recovery of Underlying Assets

These amendments are applicable to annual repgréirigds beginning on or after 1 January 2012 apihetical approach for the
measurement of deferred tax relating to investrpemperties measured at fair value, property, pdat equipment and intangible
assets measured using the revaluation model. Tresurement of deferred tax for these specified sssebbased on the
presumption that the carrying amount of the undeglyasset will be recovered entirely through saldess the entity has clear
evidence that economic benefits of the underlysgeawill be consumed during its economic life. Breup is yet to quantify the
tax effect of adopting these amendments from 1 2042.

AASB 10 Consolidated Financial Statements

This standard is applicable to annual reportingogerbeginning on or after 1 January 2013. Thedstahhas a new definition of
‘control’. Control exists when the reporting entisyexposed, or has the rights, to variable ret@eng. dividends, remuneration,
returns that are not available to other interefddrs including losses) from its involvement withother entity and has the ability
to affect those returns through its ‘power’ oveatthther entity. A reporting entity has power wtliehas rights (e.g. voting rights,
potential voting rights, rights to appoint key mgement, decision making rights, kick out rightttgive it the current ability to
direct the activities that significantly affect tirevestee’s returns (e.g. operating policies, edmlecisions, appointment of key
management). The Group will not only have to coasids holdings and rights but also the holdingsl aights of other
shareholders in order to determine whether it hasnecessary power for consolidation purposes.attoption of this standard
from 1 July 2013 may have an impact where the Giwaga holding of less than 50% in an entity, feafadto control, and is not
currently consolidating that entity.

AASB 11 Joint Arrangements

This standard is applicable to annual reportingogsr beginning on or after 1 January 2013. Thedstahdefines which entities
qualify as joint ventures and removes the optiorad¢oount for joint ventures using proportional agiation. Joint ventures,
where the parties to the agreement have the righte net assets will use equity accounting. Jopetrations, where the parties to
the agreements have the rights to the assets digaitains for the liabilities will account for thassets, liabilities, revenues and
expenses separately, using proportionate consiolidathe adoption of this standard from 1 July 20dB not have a material
impact on the Group.

AASB 12 Disclosure of Interests in Other Entities

This standard is applicable to annual reportingogler beginning on or after 1 January 2013. It dostdhe entire disclosure
requirement associated with other entities, beirgsiliaries, associates and joint ventures. Theadisre requirements have been
significantly enhanced when compared to the disckss previously located in AASB 127 ‘Consolidated &#parate Financial
Statements’, AASB 128 ‘Investments in AssociateASB 131 ‘Interests in Joint Ventures’ and Interptiein 112 ‘Consolidation
— Special Purpose Entities’. The adoption of thémdard from 1 July 2013 will significantly increathe amount of disclosures
required to be given by the Group such as sigmifigzadgements and assumptions made in determinirgher it has a controlling
or non-controlling interest in another entity ahd type of non-controlling interest and the natumrd risks involved.

AASB 13 Fair Value Measurement and AASB 2011-8 é&iments to Australian Accounting Standards arisiogifAASB 13

This standard and its consequential amendmentapgiécable to annual reporting periods beginningoomfter 1 January 2013.
The standard provides a single robust measuremamefvork, with clear measurement objectives, foasueing fair value using

the ‘exit price’ and it provides guidance on measyfair value when a market becomes less actite. fiighest and best use’
approach would be used to measure assets wheabiiidis would be based on transfer value. Asstla@dard does not introduce
any new requirements for the use of fair valueinifgact on adoption by the Group from 1 July 2068ud be minimal, although

there will be increased disclosures where fair @aguused.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continu ed)
(e) New Accounting Standards and Interpretations nioyet mandatory or early adopted (continued)

AASB 127 Separate Financial Statements (Revised)
AASB 128 Investments in Associates and Joint VEn{iReissued)

These standards are applicable to annual repopnigpds beginning on or after 1 January 2013. Thaye been modified to
remove specific guidance that is now contained ASB 10, AASB 11 and AASB 12. The adoption of thesase¥ standards
from 1 July 2013 will not have a material impacttba Group.

AASB 2011-4 Amendments to Australian Accountingdatas to Remove Individual Key Management Persobisdlosure
Requirement

These amendments are applicable to annual repgatingds beginning on or after 1 July 2013, withyeadoption not permitted.
They amend AASB 124 ‘Related Party Disclosures’ byaeing the disclosure requirements for individualy knanagement
personnel (‘KMP’). The adoption of these amendmédrdm 1 July 2013 will remove the duplication ofdrmation relating to

individual KMP in the notes to the financial statats and the directors report. As the aggregatdodisres are still required by
AASB 124 and during the transitional period the ieguents may be included in the Corporations Acotbier legislation, it is

expected that the amendments will not have a nahierpact on the Group.

AASB 2011-7 Amendments to Australian Accountingd@tas arising from the Consolidation and Joint Argements Standards

The amendments are applicable to annual reporgniggs beginning on or after 1 January 2013. Thermiments make numerous
consequential changes to a range of Australian éaiog Standards and Interpretations, following iggiance of AASB 10,
AASB 11, AASB 12 and revised AASB 127 and AASB 128. Hldeption of these amendments from 1 July 2013nweillhave a
material impact on the Group.

AASB 2011-9 Amendments to Australian Accountingdatas — Presentation of Items of Other Compreherisisome

These amendments are applicable to annual repgréingds beginning on or after 1 July 2012. Therangents requires grouping
together of items within other comprehensive incamehe basis of whether they will eventually becircled’ to the profit or loss
(reclassification adjustments). The change providdasty about the nature of items presented asratbmprehensive income and
the related tax presentation. The adoption of tased standard from 1 July 2012 will impact the@r's presentation of its
statement of comprehensive income.

(f) Basis of consolidation

The consolidated financial statements comprisefithencial statements of Mothercare Australia Lirditend its subsidiaries
referred to collectively throughout these finansi@tements as the “Group” or “Group”.

Subsidiaries are all those entities over whichdbepany has the power to govern the financial gretaiing policies, generally
accompanying a shareholding of more than one-Hath® voting rights. The effects of potential exsable voting rights are
considered when assessing whether control existssi@aries are fully consolidated from the dateadrich control is transferred
to the Group. They are de-consolidated from the thadt control ceases.

Intercompany transactions, balances and unreatjgets on transactions between entities in the Gayapeliminated. Unrealised
losses are also eliminated unless the transactmrides evidence of the impairment of the assetsfeared. Accounting policies
of subsidiaries and special purpose entities haes lthanged where necessary to ensure consistéhcthes policies adopted by
the Group.

The acquisition of subsidiaries is accounted fangishe acquisition method of accounting. Referh® ‘Business Combinations’
accounting policy for further details. A change awnership interest, without the loss of control,aicounted for as equity
transaction, where the difference between the densiion transferred and the book value of theesladirthe non-controlling
interest acquired is recognised directly in egaityibutable to the parent.

Non-controlling interest in the results and equifysubsidiaries are shown separately in the StatemfeComprehensive Income
and Statement of Financial Position of the Grougsdes incurred by the Group are attributed to tireaontrolling interest in full,
even if that results in a deficit balance.

Where the Group loses control over a subsidiargleitecognises the assets including goodwill, liééd and non-controlling
interest in the subsidiary together with any cunivéatranslation differences recognised in equitye Group recognises the fair
value of the consideration received and the fdirevaf any investment retained together with arin ga loss in profit or loss.

Investments in subsidiaries are accounted for stf t&ss any impairment, in the parent entity. @é&vids received from subsidiaries
are recognised as other income by the parent entity
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continue d)
(g) Business Combinations

The acquisition method of accounting is used toact for business combinations regardless of whetheity instruments or
other assets are acquired.

The consideration transferred is the sum of theuiaitépn-date fair values of the assets transferesglity instruments issued or
liabilities incurred by the acquirer to former ows®f the acquiree and the amount of any non-cbimiganterest in the acquiree.
For each business combination, the non-controllibgrest in the acquiree is measured at eithervilire or at the proportionate
share of the acquiree’s identifiable net assetsa@fuisition costs are expensed as incurred.

On the acquisition of a business, the Group asseee financial assets acquired and liabilitiesuaesd for appropriate
classification and designation in accordance with dontractual terms, economic conditions, the @saperating or accounting
policies and other pertinent conditions in existeatthe acquisition-date.

Where the business combination is achieved in stage Group remeasures its previously held eqoigrest in the acquiree at
the acquisition-date fair value and the differehetwveen the fair value and the previous carryinguarhis recognised in profit or
loss.

Contingent consideration to be transferred by tlygi@er is recognised at the acquisition-date falue. Subsequent changes in the
fair value of contingent consideration classifisdaa asset or liability is recognised in profilass.

Contingent consideration classified as equity isranteasured and its subsequent settlement is aecbfan within equity.

The difference between the acquisition-date faineaf assets acquired, liabilities assumed andnamycontrolling interest in the
acquiree and the fair value of the consideratiandferred and the fair value of any pre-existingegtment in the acquiree is
recognised as goodwill. If the consideration trarsfd and the pre-existing fair value is less ttenfair value of the identifiable
net assets acquired, being a bargain purchase tactjuirer, the difference is recognised as a diaattly in profit or loss by the
acquirer on the acquisition-date, but only afteeassessment of the identification and measureofdhe net assets acquired, the
non-controlling interest in the acquiree, if arlye tonsideration transferred and the acquirer'sipusly held equity interest in the
acquirer.

Business combinations are initially accounted foraoprovisional basis. The acquirer retrospectivadyusts the provisional
amounts recognised and also recognises additi@satsaor liabilities during the measurement peri@ded on new information
obtained about the facts and circumstances thateekat the acquisition-date. The measurementgerids on either the earlier of
(i) 12 months from the date of the acquisitionigrnhen the acquirer receives all the informatpossible to determine fair value.

(h) Segment reporting
Change in accounting policy from 1 July 2010

Operating segments are presented using the ‘mamageapproach’, where the information presentechishe same basis as the
internal reports provided to the Chief Operating iBiea Makers (‘CODM’). The CODM is responsible forethallocation of
resources to operating segments and assessingdnteirmance.

(i) Foreign currency translation
Both the functional and presentation currency of Matare Australia Limited and its Australian sukzgiés is Australian Dollars

%).

Transactions in foreign currencies are initiallgaeled in the functional currency by applying tlkerenge rates ruling at the date
of the transaction. Monetary assets and liabildiesominated in foreign currencies are retranslatee rate of exchange ruling at
the reporting date.

All exchange differences in the consolidated finahstatements are taken to the Statement of Corapsére Income.

Non-monetary items that are measured in termsstbfical cost in a foreign currency are translatsithg the exchange rate as at
the date of the initial transaction.

Non-monetary items measured at fair value in aigoreurrency are translated using the exchangs mitéhe date when the fair
value was determined.

The functional currency of the overseas subsid&ksnsen Giftware (UK) Limited is Pounds SterlingB@ and of the Early
Learning Centre Limited in New Zealand is NZ do(§ZD).
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continue d)
(i) Foreign currency translation (continued)

As at the reporting date the assets and liabilitéshe overseas subsidiary is translated into ghesentation currency of
Mothercare Australia Limited at the rate of exchamgling at the reporting date and the Statemer@arhprehensive Income is
translated at the weighted average exchange @téisef period.

The exchange differences arising on the retraoslagire taken directly to a separate component oityggoeing the foreign
currency reserve.

(j) Cash and cash equivalents

Cash and cash equivalents in the Statement of RaldPasition comprise cash at bank and in handshdt-term deposits with
maturity of 3 months or less that are readily cotible to known amounts of cash and which are slifean insignificant risk of
changes in value.

For the purposes of the Statement of Cash Flowk, aad cash equivalents consist of cash and castadents as defined above,
net of outstanding bank overdrafts. Bank overdmaftsincluded within interest-bearing loans and d@eings in current liabilities
on the Statement of Financial Position.

(k) Trade and other receivables

Trade receivables are recognised at fair valuesahdequently at amortised cost using the effedtiterest rate method. Trade
receivables generally have 30-90 day terms.

Collectability of trade receivables is reviewed enangoing basis. Debts which are known to be uactibile are written off by
reducing the carrying amount directly. A provisifam impairment of trade receivables is raised wtieere is objective evidence
that the Group will not be able to collect all amtaudue according to the original terms of the ikatses. Significant financial
difficulties of the debtor, probability that theldter will enter bankruptcy or financial reorganisatand default or delinquency in
payments (more than 90 days overdue) are considedichtors that the trade receivable may be inggiThe amount of the
impairment allowance is the difference betweenabset's carrying amount and the present valuetoha®d future cash flows,
discounted at the original effective interest r&ash flows relating to short-term receivables avediscounted if the effect of
discounting is immaterial.

() Inventories
Inventories are valued at the lower of cost orraalisable value.

Costs incurred in bringing each product to its pme&ecation and condition is accounted for as foio
. Finished goods and work-in-progress — cost of tlimeaterials, freight and import charges.

. Net realisable value is the estimated selling piicthe ordinary course of business, less the astidhcosts of completion
and the estimated costs necessary to make the sale.

(m) Derivative financial instruments

The Group uses derivative financial instrumentshsas forward currency contracts to hedge its risssociated with foreign
currency fluctuations. Such derivative financiatiaments are stated at fair value.

Forward currency contracts are entered into whgreesments are made to buy or sell specified amafritsreign currencies in
the future at a predetermined exchange rate. Tjeetke is to match the contract with anticipatatufe cash flows from sales and
purchases in foreign currencies, to protect agdhespossibility of loss from future exchange flations. The forward currency
contracts are usually for no longer than 6 months.

The Company does not apply hedge accounting ae# dot meet the requirements of the Australian Aoting Standards. The
fair value of forward currency contracts are redsga through the Statement of Comprehensive Incomenvthe underlying
transaction is recognised in income. Net receipts gayments are recognised through the StatemeBbmmiprehensive Income.
Any gains or losses arising from changes in fain@are taken directly to the Statement of Comprsiverincome.

The fair value of forward currency contracts iscatdted by reference to current forward exchantgsrior contracts with similar
maturity profiles.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continue d)

(n) Non-current assets and disposal groups heldrfsale and discontinued operations

Non-current assets and disposal groups are ckdsf held for sale and measured at the lowereaf ¢arrying amount and fair
value less costs to sell if their carrying amouiit lbe recovered principally through a sale tranigsc For an asset or disposal
group to be classified as held for sale, it mustbailable for immediate sale in its present caadifind its sale must be highly
probable.

An impairment loss is recognised for any initialsobsequent write-down of the asset (or dispogalrto fair value less costs to
sell. A gain is recognised for any subsequent am®e in fair value less costs to sell of an assediéposal group), but not in
excess of any cumulative impairment loss previowstpgnised. A gain or loss not previously recogghisy the date of the sale of
the non-current asset (or disposal group) is resednat the date of derecognition.

A discontinued operation is a component of thetgthiat has been disposed of or is classified &bfbe sale and that represents a
separate major line of business or geographical af®perations, is part of a single coordinatexhb dispose of such a line of
business or area of operations, or is a subsidiegquired exclusively with a view to resale. Thauhessof discontinued operations

are presented separately on the face of the Statesh€omprehensive Income.

(o) Property, plant and equipment

Plant and equipment is stated at historical cast é&Ecumulated depreciation and accumulated impairfasses.

Depreciation is calculated on a straight-line basisll property, plant and equipment.

Major depreciation periods are: 2012 2011
Plant and equipment 5to 15 years 5to 15 years

The assets’ residual values, useful lives and d&dien methods are reviewed, and adjusted if gmte, at each financial year
end.

The carrying values of fixed assets are reviewednfpairment when events or changes in circumstirndicate the carrying
value may not be recoverable.

For an asset that does not generate largely indepecash inflows, the recoverable amount is detesanfor the cash-generating
unit to which the asset belongs. If any such intibcaexists and where the carrying values exceedestimated recoverable
amount, the assets or cash-generating units attemvdown to their recoverable amount.

The recoverable amount of fixed assets is the grextfair value less costs to sell and value ie. Uis assessing value in use, the
estimated future cash flows are discounted to tpe#sent value using a pre-tax discount rate thfieats current market
assessments of the time value of money and the sisécific to the asset.

An item of property, plant and equipment is dereisgd upon disposal or when no future economic filerege expected to arise
from the continued use of the asset.

Any gain or loss arising on derecognition of theedagcalculated as the difference between the ispbsal proceeds and the
carrying amount of the asset) is included in thaeSbent of Comprehensive Income in the period #m is derecognised.

(p) Recoverable amount of assets

At each reporting date, the Group assesses whtther is any indication that an asset may be iragdaiWhere an indicator of
impairment exists, the Group makes a formal eseénadirecoverable amount. Where the carrying amofian asset exceeds its
recoverable amount the asset is considered impairéds written down to its recoverable amount.

Recoverable amount is the greater of fair valuedesss to sell and value in use. It is determirechh individual asset, unless the
asset’s value in use cannot be estimated to be tbos fair value less costs to sell and it doesgenerate cash inflows that are
largely independent of those from other assetsroums of assets, in which case, the recoverablaiatrie determined for the
cash-generating unit to which the asset belongs.

In assessing value in use, the estimated futurle ffaws are discounted to their present value usimye-tax discount rate that
reflects current market assessments of the timeevafl money and the risks specific to the asset.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continue d)

(q) Leases

Finance leases, which transfer to the Group sutisligmall the risks and benefits incidental to awship of the leased item, are
capitalised at the inception of the lease at tlirevidue of the leased assmt, if lower, at the present value of the minimwrade
payments. Lease payments are apportioned betweefindmce charges and reduction of the lease ilplsb as to achieve a
constant rate of interest on the remaining balafitkee liability. Finance charges are recognisedragexpense in profit or loss.

Capitalised leased assets are depreciated ovelndineisof the estimated useful life of the assaherlease term.

Leases where the lessor retains substantialhyhalkisks and benefits of ownership of the assetlassified as operating leases.
Initial direct costs incurred in negotiating an mieng lease are added to the carrying amounteidhsed asset and recognised
over the lease term on the same bases as thereasee.

Operating lease payments are recognised as ansxjethe Statement of Comprehensive Income ora@lstrline basis over the
lease term.

Lease incentives under operating leases are resmmyras liabilities. The incentives are recognisgdirst rent expense on a
straight line basis.

() Intangible assets

Intangible assets acquired as part of a businesbioation, other than goodwill, are initially meesd at their fair value at the date
of the acquisition. Intangible assets acquired iseply are initially recognised at cost. Intangibisets are subsequently measured
at cost less amortisation and any impairment. Tiesgor losses recognised in profit or loss ariding the derecognition of an
intangible asset is measured as the differencedastwmet disposal proceeds and the carrying amduheantangible assets. The
method and useful lives of finite life intangiblase reviewed annually. Changes in expected patfecorsumption or useful life
are accounted for prospectively by changing thertisation method or period.

Goodwill

Where an entity or operation is acquired in a lessncombination, the identifiable net assets aeduire measured at fair value.
The excess of the fair value of the cost of theussitipn over the fair value of the identifiabletressets acquired is brought to
account as goodwill. Goodwill is not amortised.téasl, goodwill is tested annually for impairmentpmre frequently if events or

changes in circumstances indicate that it mighiniigired, and is carried at cost less accumulatgghirment losses. Impairment
losses on goodwill are taken to profit or loss arelnot subsequently reversed.

Licences and development right

Other intangibles include costs associated withatwuisition of the development right of the Mottege name and store concept,
as well as the acquisition of the Kids Central andyELearning Centre licences. The licences analdg@ment right will be
amortised over a period between 10 to 20 years.

Patents and trademarks

Significant costs associated with patents and imaglks are deferred and amortised on a straightdlésés over the period of their
expected benefit, being their finite life of 10 ya

Customer database
Customer database was acquired as part of an a@muisias been recognised at fair value and wikulpertised over 8 years.

(s) Impairment of non-financial assets

Goodwill and other intangible assets that havenalefinite useful life are not subject to amortisatand are tested annually for
impairment, or more frequently if events or changesircumstances indicate that they might be imgzhi Other non-financial

assets are reviewed for impairment whenever evanthanges in circumstances indicate that the icayrgmount may not be

recoverable. An impairment loss is recognised f@ amount by which the asset's carrying amount ed&dts recoverable

amount.

Recoverable amount is the higher of an asset'v#dire less costs to sell and value-in-use. Theevaltuse is the present value of

the estimated future cash flows relating to thetagsing a pre-tax discount rate specific to theefer cash-generating unit to
which the asset belongs. Assets that do not halependent cash flows are grouped together to fazash-generating unit.
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Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continue d)

(t) Trade and other payables

Trade payables and other payables represent fiabifor goods and services provided to the Graigr po the end of the financial
year that are unpaid and arise when the Group besatiliged to make future payments in respect@ptirchase of these goods
and services. The amounts are unsecured and aiyysaid within 30 days of recognition.

Due to their short term nature they are measuradattised cost and not discounted.

(u) Finance costs

Finance costs attributable to qualifying assetscapgtalised as part of the asset. All other firaoasts are expensed in the period
in which they are incurred, including:

e interest on short-term and long-term borrowings
e interest on trade finance
e interest on finance leases

(v) Employee benefits
Wages and salaries and annual leave

Liabilities for wages and salaries, including noofratary benefits, and annual leave expected tettied within 12 months of the
reporting date are recognised in current liabsiiie respect of employees' services up to the tiegodate and are measured at the
amounts expected to be paid when the liabilitiessattled.

Long service leave

The liability for long service leave is recognidacturrent and non-current liabilities, dependimgtioe unconditional right to defer
settlement of the liability for at least 12 montfter the reporting date. The liability is measuasdthe present value of expected
future payments to be made in respect of servicegiged by employees up to the reporting date usfiegprojected unit credit
method. Consideration is given to expected futuegevand salary levels, experience of employee tleparand periods of
service. Expected future payments are discountedyusarket yields at the reporting date on natigg@aternment bonds with
terms to maturity and currency that match, as tjas® possible, the estimated future cash outflows.

Defined contribution superannuation expense
Contributions to defined contribution superannuaptans are expensed in the period in which theyremarred.

(w) Share-based payment transactions

In 2003 the Group provided benefits to employeeghef Group in the form of share-based payment actitns, whereby
employees were granted rights over shares (‘ecéitifed transactions’) as part of their salary imeentive scheme.

The Employee Share Option Plan is currently the pfdn in place and no further options have beamntgd since 2003. The cost
of these equity-settled transactions with employe@seasured by reference to the fair value oktipdgty instruments at the date at
which they are granted. The fair value is deterchibg management using the Black-Scholes model.

In valuing equity-settled transactions, no accasriaken of any performance conditions, other tb@mditions linked to the price
of the shares of Mothercare Australia Limited (‘k&trconditions’).

The cost of equity-settled transactions is recaghisogether with a corresponding increase in ggaiter the period in which the
performance conditions are fulfilled (the vestiregipd), ending on the date on which the relevarleyees become fully entitled
to the award (‘vesting date’).

The cumulative expense recognised for equity-skttensactions at each reporting date until vestatg reflects:
(i) the grant date fair value of the award
(i) the number of awards that, in the opinion of threators of the Group, will ultimately vest and

(i) the extent to which the vesting period has expifidds opinion is formed based on the best availatfiermation at the
reporting date. No adjustment is made for the ilicgd of market performance conditions being methaseffect of these
conditions is included in the determination of faatue at grant date.

No expense is recognised for awards that do nohatiely vest, except for awards where vesting isdd@mnal upon a market
condition.

Mothercare Australia Limited Annual Report 2012 Page 33



Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continue d)

(w) Share-based payment transactions (continued)

Where the terms of an equity-settled award are fiegdlias a minimum an expense is recognised dweiftédrms had not been
modified. In addition, an expense is recognisedafoy increase in the value of the transaction essalt of the modification, as
measured at the date of modification.

Where an equity-settled award is cancelled, itéated as if it had vested on the date of cantmtlabnd any expense not yet
recognised for the award is recognised immediatébyvever, if a new award is substituted for thecedlied award, and designated
as a replacement award on the date that it is eglatite cancelled and new award are treated heyifwere a modification of the
original award, as described in the previous paiatgr

The dilutive effect, if any, of outstanding optiossreflected as additional share dilution in thenputation of diluted earnings per
share.

(x) Issued capital

Ordinary shares are classified as equity. Increatamsts directly attributable to the issue of rehares or options are shown in
equity as a deduction, net of tax, from the proseed

(y) Revenue

Revenue is recognised and measured at the fair eathe consideration received or receivable toetktent that it is probable that
the economic benefits will flow to the Group and tievenue can be reliably measured. The followpegi§ic recognition criteria
must also be met before revenue is recognised:

Sale of goods

Revenue is recognised when the significant risks remehrds of ownership of the goods have passethedbtiyer and costs
incurred or to be incurred in respect of the tratiea can be measured reliably. Risks and rewarelsansidered passed to the
buyer at the time the goods have been despatctibd tustomer.

Interest

Revenue is recognised as the interest accrues (t@reffective interest method, which is the ragg exactly discounts estimated
future cash receipts through the expected lifdeffinancial instrument) to the net carrying amauirthe financial asset.

Dividends
Revenue is recognised when the Group’s right toivegeyments is established.

Royalties
Revenue is recognised when the Group receives tladtystatement from the licensee.

(2) Income tax
Current tax assets and liabilities for the currewt prior periods are measured at the amount exgphéztiee recovered from or paid

to the taxation authorities based on the curreribgs taxable income. The tax rates and tax lagesiuto compute the amount are
those that are enacted or substantively enactéldebyeporting date.

Deferred income tax is provided on all temporaffedénces at the reporting date between the tagshafsassets and liabilities and
their carrying amounts for financial reporting posps.

Deferred income tax liabilities are recogniseddibtaxable temporary differences:

. in respect of taxable temporary differences assediavith investments in subsidiaries, associates iaterests in joint
ventures, except where the timing of the rever$ahe temporary differences can be controlled arid probable that the
temporary differences will not reverse in the feesble future; and

. except where the deferred income tax liability esifrom the initial recognition of goodwill or ohasset or liability in a
transaction that is not a business combinationthat] at the time of the transaction, affects rithe accounting profit nor
taxable profit or loss.

The carrying amount of deferred income tax asseteviewed at each reporting date and reducecetextent that it is no longer
probable that sufficient taxable profit will be #dahle to allow all or part of the deferred incotag asset to be utilised.

Unrecognised deferred income tax assets are reaslsas each reporting date and are recognisec textient that it has become
probable that future taxable profit will allow tdeferred tax asset to be recovered.
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Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continue d)

(z) Income tax (continued)

Deferred income tax assets and liabilities are orealsat the tax rates that are expected to apptheioyear when the asset is
realised or the liability is settled, based onrabes (and tax laws) that have been enacted otasiively enacted at the reporting
date.

Income taxes relating to items recognised direictlgquity are recognised in equity and not in th&tenent of Comprehensive
Income.

Mothercare Australia Limited and its wholly-ownedugiralian controlled entities have implemented the consolidation
legislation.

The head entity, Mothercare Australia Limited anel tontrolled entities in the tax consolidated groantinue to account for their
own current and deferred tax amounts. The Groumppked the group allocation approach in detemgrthe appropriate amount
of current taxes and deferred taxes to allocateambers of the tax consolidated group.

In addition to its own current and deferred tax ante, Mothercare Australia Limited also recognigescurrent tax liabilities (or
assets) and the deferred tax assets arising frarpedntax losses and unused tax credits assumecténotrolled entities in the tax
consolidated group.

Assets or liabilities arising under tax funding egments with the tax consolidated entities aregmised as amounts receivable
from or payable to other entities in the Group.

Any difference between the amounts assumed and rEmoeceivable or payable under the tax funding@ment are recognised
as a contribution to (or distribution from) wholpwned tax consolidated entities.

(aa) Other taxes

Revenues, expenses and assets are recognisedmetaiount of GST except:

. where the GST incurred on a purchase of goods emites is not recoverable from the taxation autjoin which case the
GST is recognised as part of the cost of acquisiticthe asset or as part of the expense itemggaple; and

. receivables and payables which are stated witlate@unt of GST included.

The net amount of GST recoverable from, or paytdl¢he taxation authority is included as partexfaivables or payables in the
Statement of Financial Position.

Cash flows are included in the Statement of Cash $-low a gross basis and the GST component of cagls frising from
investing and financing activities, which is recmatde from, or payable to, the taxation authorifie classified as operating cash
flows.

Commitments and contingencies are disclosed néecdmount of GST recoverable from, or payablehm taxation authority.

(ab) Earnings per share

Basic earnings per share is calculated as net pttfibutable to members, adjusted to exclude aufs$ervicing equity (other than
dividends) divided by the weighted average numbardinary shares, adjusted for any bonus elementsdinary shares issued
during the financial year.

Diluted earnings per share is calculated as ndit pitributable to members, adjusted for:
. costs of servicing equity (other than dividends);

. the after tax effect of dividends and interest asged with dilutive potential ordinary shares thae been recognised as
expenses;

. other non-discretionary changes in revenues orresgeeduring the period that would result from tietidn of potential
ordinary shares; and

. divided by the weighted average numbers of ordirsfyigres and dilutive potential ordinary sharesysidfl for any bonus
elements in ordinary shares issued during the fiahgear.
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Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continue d)

(ac) Convertible notes

The fair value of the liability portion of a contiéle note is determined using a market interest far an equivalent non-
convertible note. This amount is recorded as dliigplon an amortised cost basis until extinguistwedconversion or maturity of
the notes. The remainder of the proceeds is a#idctt the conversion option. This is recognised iactlided in shareholders’
equity, net of income tax effects.

3. SIGNIFICANT ACCOUNTING JUDGEMENTS, ESTIMATES AND ASSUMP TIONS

In applying the Group’s accounting policies managetntontinually evaluates judgements, estimatesamsdmptions based on
experience and other factors, including expectatiohfuture events that may have an impact on theu® All judgements,

estimates and assumptions made are believed t®ds®rrable based on the most current set of ciramges available to
management. Actual results may differ from the prdgnts, estimates and assumptions. Significantejudgts, estimates and
assumptions made by management in the prepardttbese financial statements are outlined below:

i) Recovery of deferred tax assets

Deferred tax assets are recognised for deductnipadrary differences as management considers ivext the Group’s growth
plans, it is probable that future taxable profii8 be available to utilise these temporary diffeces.

ii) Business combinations

As discussed in note 2(g), business combinatiomnérally accounted for on a provisional basibeTair value of assets acquired,
liabilities and contingent liabilities assumed drtially estimated by management taking into cdesation all available
information at the reporting date. Fair value atipents on the finalisation of the business comimnaaccounting is retrospective,
where applicable, to the period the combinationuogd and may have an impact on the assets arititigsbh depreciation and
amortisation reported.

iiiy Goodwill and other indefinite life intangible assets

The Group tests annually whether goodwill and othdefinite life intangible assets have suffereg Bmpairment, in accordance
with the accounting policy stated in note 2(r). Teeoverable amounts of cash-generating units baea determined based on
fair value less costs to sell.

iv) Impairment of non-financial assets other than godwill and other indefinite life intangible assets

The Group assesses impairment of non-financialtasstber than goodwill and other indefinite lifetangible assets at each
reporting date by evaluating conditions specificthe Group and to the particular asset that mag teaimpairment. If an
impairment trigger exists the recoverable amourthefasset is determined. This involves fair vdéss costs to sell or value-in-
use calculations, which incorporate a number ofd&ymates and assumptions.
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Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2012

4. REVENUE

Revenue from sales of goods
Interest received — external parties
Total revenues from ordinary activities

5. OTHER INCOME
Gain on reversal of earn-out provision
Sundry income

6. EXPENSES

Selling expenses
Employment costs
Rental charges

Other selling expenses

Administration expenses
Employment costs

Rental charges

Other administration expenses

Other significant expenses

Foreign exchange loss - unrealised

Disposal of store assets - closed BG stores

Write off of Kids Central intangible (note 15)

Costs of stock returned to supplier

Non-continuing restructure and administration costs

Depreciation and amortisation expense
Depreciation - plant & equipment
Amortisation - licence and development rights
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CONSOLIDATED

2012 2011
$'000 $'000

79,371 65,657
24 336
79,395 65,993
525 -
173 -
698 -
13,131 12,463
11,961 10,664
5,380 5,684
30,472 28,811
5,323 5,468
1,685 1,582
1,850 2,724
8,858 9,774
300 1,995
402 1,700

- 693

288 -
818 2,017
1,808 6,405
2,817 2,274
114 152
2,931 2,426
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Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2012

6. EXPENSES (continued)

Finance costs

Trade finance facility
Convertible notes
Shareholder loan
Bank loan

Other

Employee benefits expenses
Wages, salaries & contracting
Workers compensation costs
Superannuation costs

Payroll tax

Other employment expenses

Net fair value loss/(gain) on derivative financialnstruments

Rental expenses relating to operating leases
Minimum lease payments

7. INCOME TAX

Major components of income tax (benefit)/expensetfee financial year includes:

Statement of Comprehensive Income

Current income tax

Deferred tax relating to origination and reverdaiemporary differences

Income tax (benefit)/expense reported in the Stateérof Comprehensive Income
Deferred tax included in income tax (benefit)/exgenomprises:

Increase in deferred tax assets

Decrease in deferred tax liabilities
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CONSOLIDATED

2012 2011
$000 $000
473 322
332 156
496 19
68 08
1 -
1,370 595
16,074 15,275
222 205
1,264 1,286
747 695
147 470
18,454 17,931
; 370
12,843 11,695
(395) (594)
(395) (594)
(395) (594)
(395) (594)
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Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012

CONSOLIDATED

2012 2011
$'000 $'000
7. INCOME TAX (continued)
Numerical reconciliation between income tax (bendfi/expense recognised in
the Statement of Comprehensive Income to prima fagitax payable
Loss before income tax (benefit)/expense from caiitig operations (12,707) (21,897)
Tax at the Australian statutory income tax rat8@¥o (2011: 30%) (3,812) (6,569)
Non-deductible items 160 1,229
Tax losses not brought to account 3,257 4,773
Income tax (benefit)/expense (395) (594)
STATEMENT OF FINANCIAL STATEMENT OF
POSITION COMPREHENSIVE INCOME
2012 2011 2012 2011
$'000 $'000 $'000 $'000
Deferred income ta
Deferred income tax comprises temporary differences
relating to the following:
Deferred tax assets
Employee leave entitlements 291 396 105 (144)
Other employee related items 116 92 (24) (68)
Provision for doubtful debts - - - 8
Accruals and other provisions 1,205 729 (476) (656)
Amortisation of intangibles - - - 22
Gross deferred tax assets 1,612 1,217
Adjustments to deferred tax assets on businessipatitns
(Note 32) - 244
Made up as follow
Continuing operations 1,612 1,217
1,612 1,217
Deferred tax expense/(bene (395, (594,
Aggregate deferred income tax expense is attribett:
Continuing operatior (395 (599
Discontinued operations - -
(395) (594)
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Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012

7. INCOME TAX (continued)

Tax losses

Management of Mothercare Australia Limited has iremd advice that the revenue and capital tax losdethe Mothercare
Australia Limited tax consolidated group will beadlable subject to the entity continuing to paskeithe continuity of ownership
or same business test criteria in the future aknedtin the Income Tax Assessment Act. The outcofmpotential transactions
subsequent to year end and any other changes fiegy thie ability of the group to pass these tests.

The Australian tax consolidated group has approteima$45.7 million of revenue and capital tax las$813.7 million tax
effected).

Tax consolidation

Mothercare Australia Limited and its 100% owned thalg&an subsidiaries are a tax consolidated gradpmbers of the tax
consolidated group have entered into a tax fundimgngement in order to allocate income tax expé@rseefit) to the wholly
owned subsidiaries on the basis as if they wernwithghal tax entities.

CONSOLIDATED
2012 2011
$000 $000

8. DIVIDENDS PAID
Dividends paid during the year - -

Franking credit balance

The amount of franking credits available for thbseguent financial year are:
Franking account balance as at the end of thedinbypear at 30% (2011: 30%) 3,256 2,996
Franking debits that will arise from the refundrmfome tax payable as at the end
of the financial year

3,256 2,996
9. CASH AND CASH EQUIVALENTS
Cash at bank and in hand 1,125 3,313
Reconciliation of cash and cash equivalents
For the purposes of the Statement of Cash Flowh, aad cash equivalents
comprise the following at the reporting date:
Balance as above 1,125 3,313
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Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012

9. CASH AND CASH EQUIVALENTS (continued)
Reconciliation of the net loss after tax to the natash flows from operations

Net loss after tax

Depreciation and amortisation expense

Write-off of fixed assets

Impairment expense

Fair value adjustment on foreign exchange contraatstanding

Interest accrual

Write-back of earn-out provision

Foreign exchange losses

Landlord contribution

Other non-cash items

Changes in assets and liabilities

(Increase) in trade receivables

Decrease/(increase) in inventory

(Increase) in deferred tax asset

Decrease/(increase) in prepayments/sundry debtors

Increase in trade and other payables

Increase in provisions

Net cash flow from operating activities

The Group and the parent entity have bank bilteftedf credit facility.
Financing facilities available

At reporting date, the following financing facig had been negotiated and were
available:

Total facilities available
Trade finance
Credit cards
Bank guarantees

Used at the reporting date:
Forward exchange contracts
Trade finance
Credit cards
Bank guarantees

Unused at the reporting date:
Forward exchange contracts
Trade finance
Credit cards

Bank guarantees
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CONSOLIDATED

2012 2011

$'000 $'000
(12,309) (21,243)
2,931 2,426
552 150
- 693
(184) 184
845 20
(525) 525
300 1,771
(338) (259)
(170) (541)
(324) (356)
5,244 (4,530)
(395) (586)
182 (393)
955 4,420
854 1,502
(2,382) (16,217)
7,000 7,000
100 100
2,000 2,000
- 3,421
5,010 6,963
5 20
1,844 -
4,000 579
1,990 37
95 80
156 2,000
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Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012

9. CASH AND CASH EQUIVALENTS (continued)

(a) Trade finance balance as at 30 June 2012 618H00(2011: $6,963,000) excludes interest payable atrtieyy date of
$78,000 (2011: $81,000), therefore the group hagreeeded the facility limit.

Trade Finance has a limit facility of $7m and pd®s credit on international counter season stackdtween 100 and 180 days.
The average interest rate on the loan facility.@84(2011: 6.5%). The trade finance facility isiged with a fixed and floating
charge over the assets of the Group.

Non-cash financing and investing activities
During the year the Group and the parent entityngidacquire any plant and equipment by way ofrfagaleases.

CONSOLIDATED

2012 2011
$'000 $'000
10. TRADE AND OTHER RECEIVABLES (CURRENT)

Trade receivables 23 34
Provision for impairment of trade receivables €)) - -
23 34
Sundry debtors 335 -
358 34

(@) Allowance for impairment loss for continuing operatons

Trade receivables are non-interest bearing andyemerally on 30 day terms except for some who aré®90 day terms. A
provision for impairment loss is recognised wheer¢his objective evidence that an individual traeleeivable is impaired. No
impairment loss has been recognised for 2012 (28i):

Movements in the provision for impairment loss wasefollows:

Opening balance - 26
Amounts charged/(written back) during the year - 2
Provision released - (28)

Closing balance -

As at reporting date, the ageing analysis of tradeivables is as follows:

Total 0-30 31-60 31-60 61-90 61-90 +91 +91
days days days days days days days
PDNI* PDNI* PDNI* CI*
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
2012 Consolidated 23 19 4 - - - - -
2011 Consolidated 34 34 - - - - - -

* Past due not impaired (‘PDNI’)
Considered impaired (‘CI")

Receivables past due but not considered impairedilaf2011: nil).

Mothercare Australia Limited Annual Report 2012 Page 42



Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2012

11. INVENTORIES (CURRENT)
Finished goods - at net realisable value

Less: Provision for shrinkage

12. OTHER ASSETS (CURRENT)

Prepayments
Deposits

13. INVESTMENT IN CONTROLLED ENTITIES

Skansen Pty Limited

BK World Online Pty Limited (before 1.10.09)
A.C.N. 000 950 649 Pty Limited

Dodo Holdings Pty Limited

Skansen Giftware (UK) Limited

Skansen KCG Pty Limited

Baby on a Budget Pty Ltd

Skansen KCG Pty Limited consists of the following bsinesses and

subsidiaries:

Kids Central / Mothercare /Early Learning Centreihess

BK World Online Pty Limited
Early Learning Centre Limited
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CONSOLIDATED

2012 2011

$'000 $'000
16,115 21,297
(62) -
16,053 21,297
192 405
55 24
247 429
Country of Percentage of equity

incorporation interest held by the

Group
2012 2011
% %
Australia 100 100
Austeal 100 100
Australia 100 100
Australia 100 100
UK 100 100
Australia 100 100
Australia 100 100
Australia 100 100
Australia 100 100
NZ 100 100
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Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012

14. PROPERTY, PLANT AND EQUIPMENT (NON-CURRENT)

Plant and equipment
At cost
Accumulated depreciation

Total carrying value

Reconciliations of the carrying amount of fixed ass the beginning and end of
the financial year.

Plant and equipment
Carrying amount at the start of the year

Additions
Acquisitions through business combinations 32
Disposals through business sale 33
Disposals

Write-off of store assets
Depreciation 6
Carrying amount at the end of the year

15. NON-CURRENT ASSETS - INTANGIBLES

Customer database - at cost

Less: impairment

Goodwill on acquisition — at cost 32

Less: impairment

Licence and development rights - at cost
Less: accumulated amortisation

Less impairment of Kids Central intangible asset

Total intangibles
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CONSOLIDATED

2012 2011

$'000 $'000
17,790 13,870
(5,100) (2,274)
12,690 11,596
11,596 6,029
4,613 6,423
- 3,564
- (164)
(300) (1,982)
(402) -
(2,817) (2,274)
12,690 11,596
395 395
395 395
6,253 6,253
6,253 6,253
3,050 3,050
(382) (268)
(693) (693)
1,975 2,089
8,623 8,737
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NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012

15. NON-CURRENT ASSETS — INTANGIBLES (continued)

Recanciliations of he written davn valuesatthe begnning ar erd of the curent ard prevous financialyea are set out Hew:

Patent & Goodwill on Licence & Customer
trademarks acquisition development rights Database Total
$'000 $'000 $'000 $'000 $'000
Consolidated
Balance at 1 July 2010 5 3,607 2,935 - 6,547
Additions through business
combinations (note 32) 5) 2,646 - 395 3,036
Impairment of assets - - (693) - (693)
Amortisation expense - - (153) - (153)
Balance at 30 June 2011 - 6,253 2,089 395 8,737
Patent & Goodwill on Licence & Customer
trademarks acquisition development rights  database Total
$'000 $'000 $'000 $'000 $'000

Consolidated

Balance at 1 July 2011 - 6,253 2,089 395 8,737
Impairment of assets - - - - -
Amortisation expense - - (114) - (114)
Balance at 30 June 2012 - 6,253 1,975 395 8,623

Goodwill is allocated to the following cash-genargtunit (CGU):
Consolidated

2012 2011
$'000 $'000
Mothercare 6,253 6,253

Management has assessed the Mothercare CGU astaiheegment, inclusive of baby goods and baby petsd
Impairment of cash generating units including goodwl and indefinite life assets
Impairment Disclosures

The impairment of licence and development rightduis to the write off of the Kids Central intangibléiis intangible relates to
the Kids central format stores which have beenyithbe, converted to the Mothercare store format.

The recoverable amount of the cash-generatingsugitddwill has been determined by a value in ukilzion using a
discounted cash flow model, based on a 3 year giiofeperiod approved by management and extrapgbfatea further 2 years
using a steady growth rate, together with a teriakue.

The key assumptions used in the models are thoshith the recoverable amount of an asset is nevstitve.

The following key assumptions were used in thealisted cash flow model for the company;

(@) 21% pre-tax discount rate

(b) 3% per annum projected growth rate

The discount rate of 21% pre-tax reflects managé&mestimate of the time value of money and thégatweighted average cost
of capital, the risk free rate and the volatilifytloe share price relative to market movements.

Management believes the projected 3% long term troate is reasonable and justified given the ptanmumber of store
expansions and general inflation.

There were no other key assumptions.

Mothercare Australia Limited Annual Report 2012 Page 45



Mothercare Australia Limited and Controlled Entitie s

NOTES TO FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2012

15. NON-CURRENT ASSETS — INTANGIBLES (continued)

Sensitivity

As discussed above, the directors have made judgsraad estimates in respect of impairment testfrgpodwill. Should these

judgements and estimates not occur the resultingwitl may vary in the carrying amount. The sendtigs are as follows:

(i) Revenue would need to decrease by more than 1.58dtrercare before goodwill needs to be impaireith ail other
assumptions remaining constant.

(i)  If the discount rate were to increase by more ttG# the goodwill would need to be impaired by $889,with all other
assumptions remaining constant.

Management believes that other reasonable changdles key assumptions on which the recoverable atrmiithe group’s
goodwill is based would not cause the group’s ¢gagamount to exceed its recoverable amount.

If there are any negative changes in the key assangoon which the recoverable amount of goodwilbased, this would result in
an impairment of goodwiill.

Amortisation of Intangibles has been recognisetthénDepreciation and Amortisation expense in tla¢eBtent of Comprehensive
Income.

CONSOLIDATED

2012 2011
$'000 $'000
16. TRADE AND OTHER PAYABLES
Current
Trade payables 12,168 14,408
Other payables 2,332 1,307
14,500 15,715
Non-Current
Trade payables 2,170 -
Amounts payable in foreign currencies not effedyiveedged:
GB Pounds 4,636 5,105
US Dollars 1,146 17
17. BORROWINGS
Current
ANZ Bank loan 150 1,013
Shareholder loans 1,540 3,500
1,690 4,513

Bridging loans of $1.54m were provided by Motherddkeand the Myer Family Company to support ongoiragking capital
requirements. It has been agreed that these lodirnseveapitalised as part of a future equity issue

Non-Current

ANZ Bank loan 725 -
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Notes CONSOLIDATED
2012 2011
$'000 $'000
18. PROVISIONS
Current
Employee benefits (a) 949 1,032
Other employee provisions (b) 200 -
Gift vouchers/laybys (c) 1,110 929
Earn-out (Note 32) - 525
Customer loyalty points (e) 420 170
Provision for fixed asset disposal (f) - 150
Landlord contribution (d) 445 120
3,124 2,884
Non-Current
Provision for make-good (leases) (g) - 80
Employee benefits (a) 47 434
Landlord contribution (d) 1,726 645
1,773 1,159

(@ The provision for employee benefits represents ahleave, long service leave and other entitlemérits calculation of the
present value of future cash flows in respect g Iservice leave is based on historical data.

(b) Other amounts provided in respect of employee litsrarid entitlements.

(c) Sales on layby product are only recognised afte fayby instalment.

(d) Landlord contribution relates to lease incentiveteded over the period of each lease.
(e) Loyalty points accrued on the Mothercare and Haelgrning Centre loyalty programme.
® Provision for fixed asset disposal.

(9) Provision for store make good costs.

Movements in provisions

Movements in provisions during the financial year:

Gift Vouchers /Laybys Landlord Contribution

2012 2011 2012 2011

$'000 $'000 $'000 $'000
Carrying amount at the start of the y 1.032 i} 765 366
Contributions receive - - 1,744 507
Issued in the ye 2,826 1,180 - -
Amount written back to Statement
Comprehensive Incor (2,748) (148) 838) (108)
Carrying amount at the end of y 1,110 1,032 2,171 765
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18. PROVISIONS (continued)

Earn Out Customer Loyalty
2012 2011 2012 2011
$'000 $'000 $'000 $'000
Carrying amount at the start of the year 525 . 170 ;
Recognised/issued in the year - 525 1,195 838
Amount written back to Statement of
Comprehensive Income (525) i (945) (668)
Carrying amount at the end of year - 525 420 170
Provision for Fixed Assets Make Good Provision
Disposal
2012 2011 2012 2011
$'000 $'000 $'000 $'000
Carrying amount at the start of the year 150 - 80 -
Recognised in the year - 150 - 80
Amount written back to Statement of
Comprehensive Income (150) i (80) i
Carrying amount at the end of year - 150 - 80

CONSOLIDATED

2012 2011
$'00C $'00C
19. DERIVATIVE FINANCIAL INSTRUMENTS (CURRENT)
Derivative financial instruments - liability - (184)

The derivative financial instruments representifgreexchange contracts not effectively hedged aréporting date and are
reported through the Statement of Comprehensivereat fair value. At 30 June 2012, the Company helébreign exchange
contracts.

20. ISSUED CAPITAL

(a) Issued and Fully Paid
212,920,556 ordinary shares fully paid

(2011: 212,920,556) 57,825 57,825

50,899,654 Mandatory Converting Notes

(2011: Nil) 8,820 -
66,645 57,825
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20. ISSUED CAPITAL (continued)
(b) Movement on Share Issue

CONSOLIDATED

No. 2012
$'000
Balance at the beginning of the year 212,920,556 57,825
Convertible notes issued - 8,820
Balance as at the end of the year 212,920,556 66,645

During the year ended 30 June 2012 Mothercare Alisstissued pro rata non-renounceable rights isswhareholders of 1 new
Mandatory Converting Note for every 5 Shares heldtenrecord date at $0.18 per security convertiig L share for every
Mandatorily Converting Note subscribed for. The @@ non-renounceable rights issue was complet&b @eptember 2011.

Eligible shareholders subscribed for approximat@ly,336,554 Mandatorily Converting Notes ($4.56m) emdhe offer
(representing approximately 60% of new mandatadlgverting notes available under the offer).

Under subscriptions for the offer 17,229,767 newnl&orily Converting Notes were partially taken yptihe underwriters to the
extent of $3.1m, in accordance with the underwgitigreements, details of which are set out in thepgectus dated 1 September
2011.

The total working capital raised from the rightsue was $7.66m offset by legal and professional &e$0.28m. Part of the
working capital raised includes the conversion loé $3.5m of shareholder loans per the financiabntefO June 2011 to
convertible notes. There is no contractual oblayatin the company to deliver cash or repay anycipé@h on the notes. A fixed
number of shares will be issued upon the conversiahe notes, which mature 3 years from the détesue or by election by
convertible note holders as set out in the prosetated 1 September 2011.

A further 8,333,333 Mandatorily Converting Notes @&sued to Myer Family Company under the same tanmdsconditions as
the September 2011 issue. The total working camitaéd from this issue was $1.5m offset by pradess fees of $0.06m.

In accordance with AASB 132 “Financial Instrumentsegentation”, the accounting treatment of the idsiandatorily
Converting Notes is such that there was a totakas® in equity of $9.16m reduced by the relatedl legd professional fees of
$0.34m, leaving a net Equity increase of $8.82m

(c) Nature and purpose of reserves
Foreign currency translation reserve

The foreign currency translation reserve is usedetmrd exchange differences arising from the tegiom of the financial
statements of foreign subsidiaries.

Convertible note reserve
The convertible note reserve was cleared durin@@id financial year following settlement of thesianding convertible note
loan and subsequent release of the equity porfitimao loan.

Equity reserve
Movement in the equity reserve has resulted dubecelimination of non-controlling interest on taequisition of the remaining
interest in Skansen KCG Pty Ltd.

(d) Terms and conditions of contributed equity
Ordinary Shares

Ordinary shares have the right to receive divideaslsleclared and, in the event of winding up the @y, to participate in the
proceeds from the sale of all surplus assets ipgstion to the number of and amounts paid up oneshiaeld.

Ordinary shares entitle their holder to one voithee in person or by proxy, at a meeting of the @any.
The ordinary Shares have no par value and there lisnited amount of authorised capital.

(e) Share options

During the year, nil options were issued (2011). nil
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21. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group's principal financial instruments comprisceivables, payables, trade finance, cash antighm deposits and forward
foreign exchange contracts (derivative financiatinments). These activities expose the Group variety of financial risks:
market risk (including foreign currency risk, irgst rate risk), credit risk and liquidity risk.

The Directors manage the different types of rigksvhich it is exposed by considering risk and naniitg levels of exposure to
interest rate and foreign exchange risk and bygaivare of market forecasts for interest rate amdign exchange. Ageing
analyses and monitoring of specific credit allowemare undertaken to manage credit risk. Liquidgtly is monitored through
general business budgets and forecasts.

Risk management is carried out by senior financewkes (‘finance’) under policies approved by tBeard of Directors
(‘Board’). These policies include identification aadalysis of the risk exposure of the Group and@piate procedures, controls
and risk limits. Finance identifies, evaluates &aedges financial risks within the Group’s operatimits. Finance reports to the
Board on a monthly basis.

The Group holds the following financial instruments

Group Fixed interest rate  Floating interest rate Non-interest bearing Total

2012 2011 2012 2011 2012 2011 2012 2011
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Financial assets

Cash and cash equivalents - - 1,125 3,313 - - 1,125 3,313
Derivative financial instruments - - - - - - - -
Trade debtors - - - - 23 34 23 34
Financial Assets - - 1,125 3,313 23 34 1,148 3,347
Financial liabilities

Borrowings 1,540 3,500 875 1,013 - - 2,415 4,513
Derivative financial instruments - - - - - 184 - 184
Hti‘jgs‘;')”a”ce (excluding ; - 5010 6,963 - - 5010 6,963
Trade and other payables - - - - 16,670 15,715 16,670 15,715
Financial Liabilities 1,540 3,500 5,885 7,976 16,670 15,899 24,095 27,375
Net Exposure (1,540) (3,500) (4,760) (4,663) (16,647) (15,865) (22,947) (24,028)
Market Risk

Interest rate risk
The Group’s exposure to market interest ratesea®latimarily to the Group’s short term depositsdhélorrowings and trade
finance.

Sensitivity analysis
The following sensitivity analysis is based on ithterest rate risk exposures in existence at thertiag date.

Management considers the below movements in inteatss to have a material impact on the Grouger@st rate exposure.

If interest rates had moved, as illustrated inttide below, with all other variables held constémds and net assets would have
been affected as follows:

Group
2012 2011
$'000 $'000
If interest rates were 1% higher a4 31
If interest rates were 1% lower (44) (31)
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21. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (conti nued)

Market Risk (continued)

Foreign currency risk

The Group has transactional currency exposure$ &jmosure arises from purchases by Skansen KCGtéPty currencies other
than the unit's measurement currency. In orderdbegt against exchange rate movements, the grasipériodically entered into
forward foreign exchange contracts. Managementrgéyenas a risk policy to hedge a proportion df tisk against anticipated
transactions. At 30 June, 2012 there were no oudstg forward exchange contracts, due to a chamgfeei timing of payments to
overseas suppliers.

Note 2012 2011
Expressed in foreign currencies
Forward exchange contracts (buy foreign current&y$b - -
Trade payables — USD’000 16 1,146 17
Forward exchange contracts (buy foreign curren&yBP - 2,138
Trade payables — GBP’000 16 4,636 5,105

The maturity, settlement amounts and the averaggamual exchange rates of the Group's outstarfdingard foreign exchange
contracts at the reporting date was as follows:

Expressed in foreign currencies Sell Australian Dollars  Average Exchange Rates

2012 2011 2012 2011
$'000 $'000 $'000 $'000
Buy US Dollars
Maturity:
0-3 months - - - -
3-6 months - - - -
Buy GB Pounds
Maturity:
0-3 months - 2,138 - 0.625
3-6 months - - - -

The carrying amount of the Group’s foreign curredeypominated financial assets and financial litiediat the reporting date was
as follows:

Expressed in Australian dollars Asset: Liabilities

Translated at spot rates at reporting date 2012 2011 2012 2011
$'00C $'00C $'00C $'00C

Consolidated

US Dollars - - 1,128 16

GB Pounds - - 7,127 7,709

NZ Dollars 153 155 135 56

153 155 8,390 7,781
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21. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (conti nued)

Market Risk (continued)

Foreign currency risk (continued)
The Group had net liabilities denominated in foneayrrencies of $8.237m (assets $0.153m lessitiabi$8.39m) as at 30 June
2012 (2011: $7.63m (assets $0.15m less liabil§®g8m)).

Sensitivity analysis
Based on this exposure, had the Australian Dollaakewed by 10% or strengthened by 5% (2011: weakéyed0% or

strengthened by 5%) against these foreign curreneih all other variables held constant, the Gelgss before tax for the year
would have been $0.931m higher or $0.430m lowel12(60.848m higher or $0.364m lower) and equity Midbave been
$0.931m lower or $0.430m higher (2011: $0.848weloor $0.364m higher).

The percentage change is the expected overallilitglaff the significant currencies, which is based management's assessment
of reasonable possible fluctuations taking intosideration movements over the last 6 months eaahamd the spot rate at each
reporting date. The actual foreign exchange losghi® year ended 30 June 2012 was $0.300m (2018318

Credit Risk
Credit risk arises from the Group’s cash and casiivatgnts, deposits with banks as well as credibsure to wholesale and
independent retail customers.

Credit risk is managed on a Group basis. Creditregirs to the risk that a counterparty will defaurtits contractual obligations
resulting in financial loss to the Group. The Grcugs a strict code of credit, including obtainirgeacy credit information,
confirming references and setting appropriate tiedits. The Group obtains guarantees where apfatpto mitigate credit risk.
The maximum exposure to credit risk at the repgriifate to recognised financial assets, is the iceyrgmount, net of any
provisions for impairment of those assets, as dé®al in the Statement of Financial Position anéstd the financial statements.
The Group does not hold any collateral but in mastances have personal/directors’ guarantees thheraustomers.

Management closely monitors the receivable balanca monthly basis and is in regular contact witbtemers to mitigate risk.

The Group trades only with recognised, creditwotthiyd parties.

It is the Group policy that all customers who wishrade on credit terms are subject to creditfieation procedures. In addition,
receivable balances are monitored on an ongoing.bHse Group’s exposure to bad debts is not siif and is detailed in note
10.

Price Risk
Price risk relates to the risk that the fair vatuefuture cash flows of a financial instrument wilictuate because of changes in
marker prices largely due to demand and supplpfador commodities.

Liquidity risk
The Group’s objective is to maintain sufficient #dafle funding to meet its operational commitmeatsl acquisitions that may
arise. The need for available funds is monitoredubh the preparation and maintenance of futulegotash flow forecasts.

The Group’s financial liabilities as at the repogtidate comprise of trade payables, trade finaaciity, borrowings and foreign
currency forward contracts; and under the agreadsteforeign currency forward contracts are payattein 12 months of the
reporting date.

The Group’s financing arrangements are shown ia Aadh the financial statements.

Remaining contractual maturities

The following tables detail the Group’s remainirantractual maturity for its financial instrumerdbilities. The tables have been
drawn up based on the undiscounted cash flowsiahéial liabilities based on the earliest date bictvthe financial liabilities are

required to be paid. The tables include both isteamd principal cash flows disclosed as remaimioigtractual maturities and

therefore these totals may differ from their cargyamount in the statement of financial position.
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21. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (conti nued)
Liquidity Risk (continued)

Consolidated - 2012 Weighted 1 year Between Between Over 5 Remaining
average or less land 2 2and5 years contractual

interest rate years years maturities

% $'000 $'000 $'000 $'000 $'000

Non-derivatives
Non-interest bearing

Trade payables - 12,732 2,170 - - 14,902
Other payables - 1,768 - - - 1,768
Interest-bearing - variable
rate
Trade finance 7.00 5,010 - - - 5,010
ANZ Bank loan 6.75 150 150 450 125 875
Interest-bearing — fixed rate
Short term loan 10.00 1,540 - - - 1,540
Total non-derivatives 21,200 2,320 450 125 24,095
Derivatives
Forward foreign exchange
contracts net settled - - - - -
Consolidated - 2011 Weighted 1 year Between Between Over 5 Remaining

average or less land?2 2and5 years contractual

interest rate years years maturities
% $'000 $'000 $'000 $'000 $'000

Non-derivatives
Non-interest bearing
Trade payables - 14,408 - - - 14,408
Other payables - 1,307 - - - 1,307
Interest-bearing - variable
rate
Trade finance 8.00 6,963 - - - 6,963
ANZ Bank loan 7.62 1,013 - - - 1,013
Interest-bearing — fixed rate
Short term loan 10.00 3,500 - - - 3,500
Total non-derivatives 27,191 - - - 27,191
Derivatives
Forward foreign exchange
contracts net settled - 3,421 - - - 3,421
Fair values

The following tables detail the Group's fair valeédinancial instruments categorised by the foilogvlievels:
Level 1:  Quoted prices (unadjusted) in active migrker identical assets or liabilities

Level 2:  Inputs other than quoted prices includéthiw level 1 that are observable for the assdtatility, either directly (as
prices) or indirectly (derived from prices)

Level 3:  Inputs for the asset or liability that @ based on observable market data (unobserirghlés)
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21. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (conti nued)

Fair value (continued)

Consolidated— 2012 Level 1 Level 2 Level 3 Total
$'000 $000 $'000 $'000

Liabilities

Derivative financial instruments - - - -

Consolidated— 2011 Level 1 Level 2 Level 3 Total
$'000 $'000 $'000 $'000

Liabilities

Derivative financial instruments - 184 - 184

There were no transfers between levels duringitta€ial year, or the prior year.

Unless otherwise stated, the carrying amounts refnitial instruments reflect their fair value. Therging amounts of trade
receivables and trade payables are assumed toxappte their fair values due to their short-termun@. The fair value of
financial liabilities is estimated by discountiniget remaining contractual maturities at the curmmatrket interest rate that is
available for similar financial instruments.

All assets and liabilities recognised in the Staetof Financial Position, whether they are cariaédost or at fair value, are
recognised at amounts that represents a reasamaiieximation of fair values unless otherwise statethe applicable notes

CONSOLIDATED

2012 2011
$'000 $'000
22. ACCUMULATED LOSSES
Balance at the beginning of the financial year (40,317) (20,025)
Loss for the year attributable to members (12,312) (20,292)
Total (52,629) (40,317)

Dividends paid (Note 8) - -

Balance at end of the financial year
(52,629) (40,317)

23. COMMITMENTS
(@) Operating lease expenditure commitments

Operating Leases (non-cancellable)

- not later than one year 8,579 6,449
- later than one year and not later than fiveyea 22,987 16,008
- greater than five years 1,558 643
- aggregate lease expenditure contracted fdreateporting date 33,124 23,100

Operating lease commitments include contracted atsdar stores and properties. The leases haveusgscalation clauses. On
renewal, the terms of the leases are renegotiated.
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23. COMMITMENTS (continued)

(b) Remuneration commitments

Commitments for the payment of salaries and otleenuneration under
long term employment contracts in existence atéperting date but not

recognised as liabilities payable:
- not later than one year

- later than one year and not later than five year

Consolidated

2012 2011
$000's $000's
- 250
- 250

Remuneration commitments include contracted amarigimg from the service agreements of key managep@sonnel as

disclosed in the remuneration report in the dinecteport.

24. EARNINGS PER SHARE
Basic earnings per share

Net loss attributable to members of Mothercare Falist
Limited

Weighted average number of ordinary shares (inghods) on
issue used in the calculation of basic earningspare

Diluted earnings per share

Net loss attributable to members of Mothercare Falist
Limited

Weighted average number of ordinary shares (inghods) on
issue used in the calculation of diluted earningisghare

25. CONTINGENT LIABILITIES

2012
$'000’s

(12,312)

212,921

(12,312)

212,921

2011
$'000’s

(20,292)

183,046

(20,292)

183,046

2012 2011
EPS (Cents) EPS (Cents)

(5.8) (11.1)

(5.8) (11.1)

The Group has given bank guarantees as at 30 &li2ea? $2.510m (2011: $1.884m) to various landlphddd over the life of the

lease term.

At the reporting date, there was a dispute betwieeiGroup and a supplier. At this stage the Graligbes this will not result in a

material liability.
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26. KEY MANAGEMENT PERSONNEL

Details of directors and key management personnel

(i) Directors

The following personnel were directors of MotheecAustralia Limited during the financial year:

R Gavshon

B Dennison

R Bartlett

M Lewis

J Cull

D Shelmerdine
C Moynihan

(ii) Other key management personnel

R De Lorenzo
D James
C Murphy

Key management compensation

Non-executive Chairman
Executive Director (Non-executive frothJ&ine 2012)
Non-executive Director — resigned 30 Noker 2011
Non-executive Director — resigned 30 Nobem2011
Non-executive Director
Non-executive Director
Non-executive Director

Company Secretary/Chief Financial Officezsigned 11 October 2011
Company Secretary/Chief Financial Officgppoated 6 February 2012

Company Secretary/Chief Financial Officepp@inted 14 November 2011,
resigned 17 February 2012

Detailed remuneration disclosures are provideckictiSns A — E of the Remuneration Report on pageslD bf the directors

report.
CONSOLIDATED
2012 2011
$ $
Short-term employee benefits 603.57! 1.111.84
Cash bonus - 50,00(
Allowances - 34,686
Termination 60,53 392,50(
Pos-employment benefi 53,18: 89,63t
717,292 1,678,664
Shareholdings in Mothercare Australia Ltd of directors and key management personnel
30 June 2012
Balance at Granted as Options Convertible | Net change| Balance at
1July 2011 | remuneration exercised Notes other 30 June 2012
Directors
B Dennison 11,779,374 - - - - | 11,779,374
R Gavshon - - - 1,284,479 - 1,284,479
M Lewis (resigned Nov 2011) 5,373,748 - - - - 5,373,748
Other Key Management Personnel
R de Lorenzo 20,000 - - - - 20,000
30 June 2011
Balance at Granted as Options| Convertible | Net change| Balance at
1Jul2010 remuneration exercised Notes other | 30June 2011
Directors
B Dennison 12,741,374 - - (962,000)| 11,779,374
M Lewis - - - - 5,373,748 5,373,748
G Elkington 8,492,346 - - | (7,433,346) 1,059,000
G Choo 82,567 - - (82,567) -
Other Key Management Personnel
R de Lorenzo - . - - 20,000 20,000
There were no options on issue during the yearl(2Q1)
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27. AUDITORS' REMUNERATION CONSOLIDATED
2012 2011
$ $

Amounts received or due and receivable by the arglidf Mothercare Australia
Limited for:
— an audit or review of the financial statementthefentity and any other entity in

the Group 197,500 245,333
— other assurance services in relation to theyeautitl any other entity in the

Group 20,750 13,500

218,250 258,833

28. RELATED PARTY DISCLOSURES
a) The directors of Mothercare Australia Limited dugritme financial year were:

B Dennison

R Bartlett (Resigned 30 November 2011)
M Lewis (Resigned 30 November 2011)
J Cull

R Gavshon

C Moynihan

D Shelmerdine

b) Interests in subsidiaries are shown in Note 13.

c) Mothercare Australia Limited is the ultimate parentity.

d) Disclosures relating to key management personeedetrout in Note 26 and the Remuneration repdhdarDirectors’ report
e) The following related party transactions occurradrdy the financial year, all were on normal comoiarterms:

(i) Transactions with related parties in wholly-asehgroup

1. Loans made by Mothercare Australia Limited to whalivned entities repayable on demand: Nil (2011:
$27,714,000); and
2. Loans made to Mothercare Australia Limited by wira@ivned entities repayable on demand Nil (2011). Nil
(i) Transactions with director-related entities.

There were no transactions with director-relatetities up to 30 June 2012 (2011: nil).

(i) Shareholder and related party loans

The shareholder loans comprises of two short teiand by Mothercare plc $0.77m, and Myer Family 3th,7which was
provided to support ongoing working capital requiests. It has been agreed that these loans wibpialised as part of a
future equity issue, as disclosed in Note 17.

(iv) Purchases from Shareholders
Purchases from Mothercare UK $11,249,000 (2011;6875000)

(f)  All transactions were made on commercial teamd conditions and at market rate.
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29. SEGMENT INFORMATION

Description of Segments

Management has determined the operating segmesesl an reports reviewed by the executive managewc@nmmittee for
making strategic decisions. The executive manageamnmittee comprises of the Managing Director,eCRinancial Officer and
divisional managers. The committee monitors thenass based retail contribution. The retail segneensists primarily of early
childhood products and services delivered acrossrakbrands.

Year ended 30 June 2012

Operating Segments

Retail

$'000
REVENUE
Sales to external customers 79,371
Other income 698

80,069
Interest revenue 24
Total segment revenue 80,093
RESULT
Segment contribution/(loss) (249)
Expenses below contribution (6,349)
Trading loss (6,598)
Finance costs (1,370)
Depreciation & amortisation (2,931)
Significant non-recurring other costs
FX Loss (300)
Non continuing administration costs (1,106)
Disposal of BG store assets due to closure (402)
Net loss from continuing operations before tax 12,707)
Income tax benefit 395
Net loss for the year (12,312)
SEGMENT ASSETS 40,708
SEGMENT LIABILITIES 28,992
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29. SEGMENT INFORMATION (continued)
Year ended 30 June 2011

Operating Segments

Giftware*
Retail (Discontinued) Total
$'000 $'000 $'000
REVENUE
Sales to external customers 65,657 1,339 66,996
Other income - - -
65,657 1,339 66,996
Interest revenue 336
Total segment revenue 67,332
RESULT
Segment contribution/(loss) (5,926) 62 (5,864)
Gain on acquisition 596
Expenses below contribution (7,168)
Trading Loss (12,436)
Finance Costs (595)
Depreciation and amortisation (2,426)
Significant non-recurring other costs
FX loss (1,995)
Disposal of BG store assets due to closure (3,700
Write-off Kids Central intangible due to conversioin
branded stores to Mothercare format (693)
Non continuing administration costs (2,017)
Loss from operations before tax (21,862)
Income tax benefit 594
Net loss for the year (21,268)
SEGMENT ASSETS 46,623
SEGMENT LIABILITIES 31,418

* The Giftware business (Beanie Kids) was disposkedwing the financial year 2011 and has been oheflifor comparative
reasons.

The executive management committee monitors segimperibrmance based on store contribution. This oreagxcludes
depreciation and amortisation, unallocated headeffosts and non-recurring expenditure such dsuotgring transaction costs.
The basis of measuring segment profit or loss hasged from the last annual financial statemehts ptevious basis measured
performance by two segments. The current measuteisi@ow only one retail, specifically in relatida@ mother and child early
childhood products and services.

All operations are carried out in Australia and N&saland and no individual customer provides graagn 10% of total revenue.
30. CAPITAL MANAGEMENT STRATEGY

Mothercare Australia and its subsidiaries objestivhen managing capital are to safeguard theirtyald continue as a going
concern, so that they can provide returns to slotels, benefits to other stakeholders and to ramiren optimal capital structure
to minimize the cost of capital. The Group is subj® certain financing arrangements covenantsraadting these are given
priority in all capital risk management decisioW¢hile there have been no events of default repatethe company’s financing
arrangements during the financial year, the cufbanking facility is under review with its bankers.

In order to maintain or adjust the capital struefuhe Group may adjust the amount of dividendd paishareholders, issue new

shares or sell assets to reduce debt. Consisteithiyothers in the industry, Mothercare Australianitors capital on the basis of
the gearing ratio.
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30. CAPITAL MANAGEMENT STRATEGY (continued)

The Group is evaluating and negotiating strategipootunities, including potential transactions agglity raisings from existing

shareholders and third parties, that would prosididitional working capital required.
The capital risk management policy remains unchadfigen the 30 June 2011 Annual Report.

31. PARENT ENTITY INFORMATION

2012 2011
$000 $'000
Information relating to Mothercare Australia Ltd:
Current assets 31 62
Total assets 12,237 39,981
Current liabilities 4) -
Total liabilities (1,544) -
Issued capital (66,645)| (57,825)
Accumulated losses 55,952 17,349
Total shareholders’ equity 10,693 39,981
Profit/(loss) of the parent entity (38,109) (495)
Total comprehensive income of the parent entity (38,109) (495)
Details of any guarantees entered into by the panmtity in relation to the debts of its subsidésti
. Fixed and floating charge over parent’s assetsuaedlled capital for borrowings from ANZ
for the consolidated group.

. Total facilities — please refer to note 9 9,100 9,100
Details of any contingent liabilities of the paremitity - -
Details of any contractual commitments by the peeatity for the acquisition of property, plant ar - -
equipment
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32. BUSINESS COMBINATIONS

During the previous financial year, on 1 Octobefl@0Mothercare Australia Limited acquired 100% loé tissued capital of
Western Australian mother and baby chain called {Baib a Budget". In addition, effective 21 SeptemB840, Mothercare
Australia Limited acquired selected business assaidiabilities of the New South Wales and Queamslbased mother and baby
chain called "Babies Galore". Both these acquisitipregressed the rollout of the Mothercare natidoatprint. The assets and
liabilities acquired through both acquisitions assfollows:

Baby on a Budget — 100% issued capital acquired dhOctober 2010

Purchase consideration: $'000

Cash 1,000
3,333,334 ordinary shares issued by Mothercardralies Limited 1,000
Contingent consideration 525
Total purchase consideration 2,525

The assets and liabilities of the combined busiaessir value are as follows:

Cash and cash equivalents 60
Trade receivables 27
Inventories 3,041
Other assets 3
Property, plant and equipment 254
Deferred tax assets 44
Trade creditors and other payables (1,841)
Interest-bearing loans and borrowings (1,101)
Other creditors and accruals (551)
Employee entitlements (59)
Net identifiable assets and liabilities acquired (123)
Goodwill on acquisition 2,648

2,525

The goodwill is attributable to the Baby on a Budgdsting customer network. Synergies are expectdxttachieved once the
highly successful model of Mothercare's Parentingt@s across Western Australia have been rolled\mrie of the goodwill
recognised is expected to be deductible for tapqaes.

Acquisition related costs of $162,000 are inclugethe administration expenses line per the StatémeComprehensive Income,
in the previous financial year.
Revenue and profit contribution

From the date of acquisition, Baby on a Budget Ptyiled has contributed $8.4m to revenue and a 0$6.633m to the result of
the group. If the acquisition had occurred on ¥ 20110, the revenue would have been $11.2m ankbseafter tax would have
been $0.177m.

Contingent consideration

The contingent consideration is the fair valuehaf éxpected future earn-out to the vendors of Babg Budget. The earn-out is a
mixture of cash and shares in Mothercare Austialiaited, if certain EBITDA figures are met. The comgent consideration is
calculated by reference to the probability of weégghfuture expected earnings of the Baby on a Buaigshess.

Due to the restructuring of the Baby on a Budgetestand conversion to the Mothercare Brand fornssraitivity review of the
contingent consideration has not been included.
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32. BUSINESS COMBINATIONS (continued)

Babies Galore - Selected assets and liabilities effive 21 September 2010

Purchase Consideration:
Cash
16,666,666 ordinary shares issued by Mothercar¢rdlissLimited

Total purchase consideration
The assets and liabilities of the combined busiae$sir value are as follows:

Inventories

Property, plant and equipment
Customer database

Deferred tax assets

Customer liabilities

Employee entitlements

Net identifiable assets and liabilities acquired
Gain on acquisition

The gain on acquisition of $2.1m which was recogpghit the half year Financial Statements for 31dbdzer 2010 has been
revised and finalised at $0.596m. The revisiomigelation to an adjustment to the stock assetsigatjwhich have been re-valued
in line with fair value accounting ($1.2m) and rgoition of customer laybys ($0.328m). The Babieso@ahcquisition was made
to accelerate the roll-out of the Mothercare an€Hlrands to a national footprint in Australia. Thengon acquisition resulted as
the Babies Galore business performance was beingisamtly impacted by increased pricing competitiand lack of available
financing. The Directors of Mothercare Australiaried saw the opportunity of the positive margirpaat of introducing the
higher margin Mothercare product once the Babie®i@atores have been rebranded. This rebrandingdwdeen completed

with stores now converted to the Mothercare format.

Acquisition related costs of $503,012 are inclugtethe administration expenses line per the Stat¢meComprehensive Income,

in the previous financial year.

Revenue and profit contribution

From the date of acquisition, Babies Galore hasritnried $14.9m to revenue and a net loss of $8the@met loss of the group.
The contribution of Babies Galore to the revenue lasd of the Group if acquisition had occurred oduly 2010 has not been
disclosed as Babies Galore has been restructured agguisition and it is impracticable to determboatribution since 1 July

2010.
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33. DISCOUNTINUED OPERATIONS

On 31 August 2010, Mothercare Australia Limited @mmced the sale of Skansen KCG Giftware businessBeanie Kids) to Zoo
SkyMedia Pty Ltd. As a result of Mothercare Ausardlimited being clearly focused on the roll outitsf Mothercare and ELC
retail concepts. The Giftware business no longeméal part of Mothercare Australia’s core busin&grce October 2009 when
Mothercare Australia acquired a controlling interes Kids Central, Mothercare Australia emphasis basn establishing the
platform to take Mothercare in Australia to a natibfootprint. The capital previously employed fistdivision will be utilised to

accelerate the national footprint.

Financial information relating to Skansen KCG Giftevéusiness from 1 July 2010 to 31 August 2010e(détisposal), and for
the year ended 30 June 2010 is set out below:

Financial Performance 1 July 2010 to
31August 2010
$'000
Revenue 1,339
COGS and overheads (1,259)
Depreciation and amortisation (27)
Net profit attributable to discontinued
operations 53
Loss on sale of business (18)
Income tax expense -
Loss on sale of division after income tax (18)
Profit from discontinued operation 35

Information relating to the financial position tiet Giftware business at disposal date (31 AugusbRére as set out below.

Disposal date
31 August 2010

$'000
Assets
Property, plant and equipment 170
Trade debtors 1,713
Inventories 691
Other assets 11
Cash and cash equivalents -
Total assets 2,585
Liabilities
Trade and other payables 414
Provision for employee entitlements

153

Total liabilities 567
Net assets 2,018
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33. DISCOUNTINUED OPERATIONS (continued)

Cash flow information for the 2 months ended 31 A&1@010 are as follows:

1 July 2010 to
31 August 2010
$'000
Net cash inflow from operating activities 67
Net cash inflow from sale of business 2,000
Net increase in cash generated by the giftwareidivi 2,067
Detail of the sale of the BK brand and wholesale dision are
as follows:
Consideration received 2000
Carrying amount of net assets sold 2,018
Loss on sale before income tax (18)
Income tax expense -
Loss on sale after income tax (18)

34. EVENTS SUBSEQUENT TO REPORTING DATE

In July, Mothercare plc extended its bridging lcagreement by $0.96m to $1.73m. It has been agtesdthis loan will be
capitalised as part of a future equity issue.
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DIRECTORS DECLARATION
FOR THE YEAR ENDED 30 JUNE 2012

The directors of the Company declare that:

the financial statements, comprising the Staterné@omprehensive Income, Statement of Financialti®osiStatement of
Cash Flows, Statement of Changes in Equity, and guaoying notes are in accordance with the Corporatict 2001 and:

(@) comply with Accounting Standards and the CorporatiBegulations 2001; and
(b) give a true and fair view of the Group’s finangasition as at 30 June 2012 and of its performémicthe year ended
on that date.

the Company has included in the notes to the fimhrstatements an explicit and unreserved stateofecampliance with
International Financial Reporting Standards, aseiddwy the International Accounting Standards Boardescribed in note 2
to the financial statements.

In the directors’ opinion, there are reasonableigds to believe that the company will be able tp ifmdebts as and when
they become due and payable.

The directors have been given the declarationti&yhief Executive Officer and Chief Financial Officequired by section
295A of the Corporations Act 2001.

This declaration is made in accordance with a temol of the Board of Directors and is signed fod am behalf of the directors

by:

Robert Gavshon
Non-Executive Chairman

30 September 2012
Sydney
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Tel: +61 2 9251 4100 Level 10, 1 Margaret St
I B D Fax: +61 2 9240 9821 Sydney NSW 2000

www.bdo.com.au
Australia

INDEPENDENT AUDITOR’S REPORT
To the members of Mothercare Australia Limited

Report on the Financial Report

We have audited the accompanying financial report of Mothercare Australia Limited, which comprises
the statement of financial position as at 30 June 2012, the statement of comprehensive income, the
statement of changes in equity and the statement of cash flows for the year then ended, notes
comprising a summary of significant accounting policies and other explanatory information, and the
directors’ declaration of the consolidated entity comprising the company and the entities it controlled at
the year’s end or from time to time during the financial year.

Directors’ Responsibility for the Financial Report

The directors of the company are responsible for the preparation of the financial report that gives a true
and fair view in accordance with Australian Accounting Standards and the Corporations Act 2001 and for
such internal control as the directors determine is necessary to enable the preparation of the financial
report that gives a true and fair view and is free from material misstatement, whether due to fraud or
error. In Note 2, the directors also state, in accordance with Accounting Standard AASB 101 Presentation
of Financial Statements, that the financial statements comply with International Financial Reporting
Standards.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. We conducted our
audit in accordance with Australian Auditing Standards. Those standards require that we comply with
relevant ethical requirements relating to audit engagements and plan and perform the audit to obtain
reasonable assurance about whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the company’s
preparation of the financial report that gives a true and fair view in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

BDO East Coast Partnership ABN 83 236 985 726 is a member of a national association of independent entities which are all members of BDO (Australia) Ltd
ABN 77 050 110 275, an Australian company limited by guarantee. BDO East Coast Partnership and BDO (Australia) Ltd are members of BDO International
Ltd, a UK company limited by guarantee, and form part of the international BDO network of independent member firms. Liability limited by a scheme
approved under Professional Standards Legislation (other than for the acts or omissions of financial services licensees) in each State or Territory other than
Tasmania.
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Independence

In conducting our audit, we have complied with the independence requirements of the Corporations Act
2001. We confirm that the independence declaration required by the Corporations Act 2001, which has
been given to the directors of Mothercare Australia Limited, would be in the same terms if given to the
directors as at the time of this auditor’s report.

Opinion
In our opinion:

(a) the financial report of Mothercare Australia Limited is in accordance with the Corporations Act
2001, including:

(i) giving a true and fair view of the consolidated entity’s financial position as at 30 June 2012
and of its performance for the year ended on that date; and

(ii) complying with Australian Accounting Standards and the Corporations Regulations 2001; and

(b) the financial report also complies with International Financial Reporting Standards as disclosed in
Note 2.

Emphasis of Matter

Without modifying our opinion, we draw attention to Note 2(b) in the financial report, which indicates
that the consolidated entity incurred a net loss of $12.310 million during the year ended 30 June 2012,
experienced a net cash outflow from operations of $2.382 million for the year and, as at 30 June 2012,
the consolidated entity’s current liabilities exceeded its current assets by $6.541 million. These
conditions, along with other matters as set forth in Note 2(b), indicate the existence of a material
uncertainty that may cast significant doubt about the consolidated entity’s ability to continue as a going
concern and therefore, the consolidated entity may be unable to realise its assets and discharge its
liabilities in the normal course of business.

Report on the Remuneration Report

We have audited the Remuneration Report included in pages 7 to 10 of the directors’ report for the year
ended 30 June 2012. The directors of the company are responsible for the preparation and presentation
of the Remuneration Report in accordance with section 300A of the Corporations Act 2001. Our
responsibility is to express an opinion on the Remuneration Report, based on our audit conducted in
accordance with Australian Auditing Standards.

Opinion

In our opinion, the Remuneration Report of Mothercare Australia Limited for the year ended 30 June
2012 complies with section 300A of the Corporations Act 2001.

BDO East Coast Partnership

w(n Bresolin
rtner

Sydney, 30 September 2012
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MOTHERCARE AUSTRALIA LIMITED & CONTROLLED ENTITIES

SHAREHOLDER INFORMATION
FOR THE YEAR ENDED 30 JUNE 2012

Additional information required by the AustraliatoSk Exchange Limited not shown elsewhere in taport is as follows:

The information is current as at 17 September 2012.
1. Substantial shareholders

Shareholder

MOTHERCARE FINANCE LIMITED

J P MORGAN NOMINEES AUSTRALIA LIMITED
M F CUSTODIANS LTD

BRENT RONALD DENNISON

2. Securities subject to voluntary escrow:
Nil
1. Statement of shareholdings

Shareholder

MOTHERCARE FINANCE LIMITED

J P MORGAN NOMINEES AUSTRALIA LIMITED
M F CUSTODIANS LTD

MR BRENT DENNISON

AUSTRALIAN EXECUTOR TRUSTEES LIMITED
ALLEGRO PRIVATE EQUITY FUND 1 BV

J EDWARDS INVESTMENTS PTY LTD <J EDWARDS INVEST SER A/C>

JESSFIELD LIMITED

MR MORGAN EVAN WILLIAMS

MR GIUSEPPE PALUMBO

EQUIPMENT COMPANY OF AUSTRALIA PTY LIMITED

MR DAVID JOHN PHIPPARD + MRS ELAINE MARIE PHIPPARD
<PHIPPARD SUPER FUND A/C>

UBS WEALTH MANAGEMENT AUSTRALIA NOMINEES PTY LTD

MR KERRY PAUL GALLOWAY + MRS MERLE LORRAINE GALLOWAY

<KERRY GALLOWAY S/F A/C>

MR DAVID JACOB SCHWARTZ + MRS MELANIE ANN SCHWARTZ
<DAVID SCHWARTZ S/F>

PERPETUAL TRUSTEES CONSOLIDATED LIMITED <CLIME ASSE
MANAGEMENT A/C>

OASYS AUSTRALIA PTY LTD

MR WARREN STEWART LOWE <THE LOWE FAMILY A/C>

HSBC CUSTODY NOMINEES (AUSTRALIA) LIMITED

PICTON COVE PTY LTD

Proportion held by 20 largest holders

Number of shareholders holding less than a marlefzdrcel

(<10,000)

Shareholder spread ordinary shares
1 - 1,000

1,001 - 5,000

5,001 - 10,000

10,001 - 100,000

100,001 - Over

4. Voting rights
Ordinary shares - carry one vote per shareouithestriction.
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Shares

49,063,500
25,555,128
21,666,666
11,779,374

Number
Held

49,063,500
25,555,128
21,666,666
11,779,374
8,916,666
7,750,001
7,000,000
5,373,748
3,953,026
3,952,922
3,890,508

2,733,334
2,130,140

2,070,025
1,848,500

1,692,311
1,538,461
1,396,001
1,369,082
1,252,968

164,932,361

77.5%

273

No. of holders
156
367
159
351
115

1,148

%

23.04
12.00
10.83

5.53

% of total
Shares issued

23.04
12.00
10.18
5.53
4.19
3.64
3.29
2.52
1.86
1.86
1.83

1.28
1.0

0.97
0.87

0.79
0.72
0.66
0.64
0.59
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DIRECTORY

DIRECTORS

Robert Gavshon
Non-Executive Chairman

Brent Dennison

Managing Director (to 29 June 2012, then Non-ExgeuDirector)

Chester Moynihan
Non-Executive Director

David Shelmerdine
Non-Executive Director

Jerry Cull
Non-Executive Director

David James
Company Secretary/Chief Financial Officer

HEAD OFFICE

Mothercare Australia Limited (ACN 060 199 082)
Level 1

Building 220/2A

The Entertainment Quarter

122 Lang Road

Moore Park NSW 2021

Telephone 02 9332 9900
Facsimile 02 9358 5799

REGISTERED OFFICE

Mothercare Australia Limited
Level 1

Building 220/2A

The Entertainment Quarter
122 Lang Road

Moore Park NSW 2021

Telephone 02 9332 9900
Facsimile 02 9358 5799

SHARE REGISTRY

Computershare Investor Services Pty Limited
Level 3

60 Carrington Street

SYDNEY NSW 2000

Telephone 02 8234 5000
Facsimile 02 8234 5050
www.computershare.com
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DIRECTORY

AUDITORS

BDO East Coast Partnership
Level 10

1 Margaret Street

SYDNEY NSW 2000

MOTHERCARE AUSTRALIA COMPANIES

Skansen KCG P/L (ACN 134 497 420)
Level 1, Building 220/2A

The Entertainment Quarter

122 Lang Road

Moore Park NSW 2021

Telephone 02 9332 9900
Facsimile 02 9358 5799
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