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UK Book Market
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= High Street Market

Waterstones

2013 Medium Term Plan (“MTP”)
assumes continued 7% pa market
decline through to 15/16

———— Against expectation of 4% market
decline in 11/12

* UK book market saw unprecedented 12% decline through
2011-12.

* High street market now 23% smaller than 2010.
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The decline In sales

10/11 11/12 12/13
Book sales 447 .8 384.6 355.1
(-63.2) (29.5)

Waterstones lost £92.7m book sales in 2 years
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Matched by decline in profit

10/11 11/12

EBITDA 8.7 (-21.0)

A swing of £29.7m In one year
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Changing the ordering of books

Before After

Only major titles
ordered centrally

100% centralised

100% centralised but at regional

Branch level ordering level by 50

and re-ordering

Anticipative and in Just in time - what’s sold

11 13

bulk

Motivated by margin - Motivated by sales

£27m in 2010

4-5 man days per branch ‘ 1-2 man days per 8 branches
Bookseller led - predictive Customer led - reactive

25% returns - ‘ 7% returns and falling -

£120m in 2010 £17m in 2013



Working capital — stock efficiency
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Act 10/11 Act 11/12 Act 12/13 BUD 13/14

* Working capital benefit even as title count and availability has increased

* Workload in the shop much reduced
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The graphs are getting better as bookselling improves

Footfall (millions)

Apr 11712 Apr 12713 Dec1312

LFL Foodal (Roling 12 monthe) w— O R SION (RHS)

e Better shops improving conversion
And growing Average Transaction Value
* Waterstones gaining market share

Waterstones

Convarsion

Avarage Transaction Value £3
o b - it

10/11 Apr 11/12

e ATV (Rolling 12 mordhs)

Footfall declines in line with book sales —down 23% in three years

% of Total Sales



The New Organisational Structure

6 Head The 10 50 Cluster 230 Branch
Office Executive Operations Managers Managers
Departments Team Managers
Ops @
Buying i } 0
g A
Finance
E-com & digital m
: &

James Daunt
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EBITDA recovery from 2011-12

10

30 80
s -
5 (7.2)
8.1
§
(S}
(12.6)
(10) 40
(15) 1.8 -
T
1312 Books RP Coffee Onine & Digttal Hub Store Employment Property Other Store Costs Central Costs JFC 13/14
Margin Margin Margin Margin
\ ) \
Y Y
Margin Costs
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