











REPORT continued

Directors’ responsibilities

The statement of Directors’ responsibilities in preparing
the Annual Report and the Financial Statements can be
found on page 60 of the Annual Report.

Disclosure of information to auditors

The Directors of the Group have taken all the steps that
they ought to have taken as Directors in order to make
themselves aware of any information needed by the
Group’s Auditors in connection with preparing their
report and to establish that the Auditors are aware of
that information and so far as the Directors are aware
there is no such information of which the Group’s
Auditors are unaware. The Directors are responsible
for maintaining the integrity of financial information
which includes the Annual Report, together with

other financial statements, presentations and
announcements on the Group’s website
halfordscompany.com. Legislation in the UK
concerning the preparation and dissemination of
financial statements may differ from legislation in
other jurisdictions.

Supplier payment policy

The Group does not follow any formal code or standard
on payment practice, but agrees terms and conditions
for its business transactions when orders for goods
and services are placed, and includes the relevant
terms in contracts, where appropriate. These
arrangements are adhered to when making payments,
subject to the terms and conditions being met by
suppliers. The number of trade creditor days
outstanding at the period end for the Group was 43
days (2007: 38 days). The Company is a holding
company and had no trade creditors at the end of the
financial year.

Major Shareholders

At 4 June 2008, the Company’s share register of
substantial shareholdings showed the following
interests in 3% or more of the Company’s issued
ordinary shares:

% of
issued
Holder shares
Newton Investment Management Ltd 9.14
Artemis Investment Management Ltd 6.56
M&G Investment Management Ltd 6.33
F&C Asset Management Plc 4.98
Jupiter Asset Management Ltd (UK) 4.97
JPMorgan Asset Management (UK) Ltd 4.50
Legal & General Investment
Management Ltd 4.23
Capital Research Global Investors 4.08
Resolution Asset Management Ltd 3.84
Aberforth Partners LLp 3.42

The Takeover Directive

As at 28 March 2008, the Company’s authorised share
capital was £2,950,000 divided into 295,000,000
ordinary shares of 1p each nominal value (“ordinary
shares”). On 28 March 2008 there were 214,348,661
ordinary shares in issue. These ordinary shares are
listed on the London Stock Exchange.

All ordinary shares rank equally with respect to voting
rights and the rights to receive dividends. Shares
acquired through Company share schemes and plans
rank pari passu with the shares in issue and have no
special rights.

The holders of ordinary shares are entitled to receive
the Company’s Annual Report and Accounts; to attend
and speak at general meetings of the Company; to
appoint proxies and to exercise voting rights.

There are no restrictions on transfer or limitations on
the holding of any class of shares and no requirements
for prior approval of any transfers. None of the shares
carry any special rights with regard to control of the
Company.

There are no known arrangements under which the
financial rights are held by a person other than the
holder of the shares and no known agreements on
restrictions on share transfers or on voting rights.
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The rules about the appointment and replacement of
Directors are contained in the Company’s Articles of
Association. Directors may be appointed by the
Company by ordinary resolution or by the Board. A
Director appointed by the Board holds office only until
the next Annual General Meeting (“AGM”). At each
AGM one-third of the Directors (rounded down) will
retire by rotation and be eligible for re-election. The
Directors to retire will be those who wish to retire and
those who have been longest in office since their last
appointment or reappointment, with the proviso that all
must retire within a three-year period.

Changes to the Articles of Association must be
approved by the shareholders in accordance with the
legislation in force from time to time.

The Company does not have agreements with any
Director or employee that would provide compensation
for loss of office or employment resulting from a
takeover except that provisions of the Company’s
share schemes and plan may cause options and
awards granted to employees under such schemes
and plans to vest on a take over.

The Company has Term and Revolving facilities and
under the terms of these credit facilities, the Company
is required, in the event of a change of control, to give
notification to the facility agent and if so required by
the majority lenders the facilities may be cancelled.

Authority to purchase shares

On 8 June 2006 the Company announced a share
buy-back programme, to be effected over the following
two years, of up to £50m. At the Annual General
Meeting (“AGM”) on 25 July 2007 shareholders
approved a special resolution authorising the Company
to purchase a maximum of 22,204,640 shares,
representing 10% of the Company’s issued share
capital at 22 June 2007, such authority expiring at the
conclusion of the AGM to be held in 2008. The £50m
share buy-back programme was completed ahead of
schedule on 31 January 2008, and the Directors will
continue to optimise the Group’s balance sheet to
enhance shareholder returns and intend to continue
the share buy-back as a flexible tool in balance sheet
management. In the 52 weeks to 28 March 2008
9,453,738 shares of 1p each (2007: 9,003,956),
representing a nominal value of £94,537 (2007:
£90,040), have been purchased and cancelled,
representing 4.4% of the Company’s issued share
capital as at 28 March 2008. The aggregate
consideration (including stamp duty) paid for the
shares was £30.3m.

Auditors

PricewaterhouseCoopers LLP has indicated its
willingness to accept reappointment as the external
auditor of the Company. A resolution proposing its
reappointment is contained in the Notice of the AGM
and will be put to shareholders at the meeting.

Going concern

The Directors confirm that they are satisfied that the
Group has adequate resources to continue in business
for the foreseeable future. For this reason, they
continue to adopt the going concern basis in preparing
the accounts.

Annual General Meeting

The AGM will be held at the Alveston Manor Hotel,
Clopton Bridge, Stratford-upon-Avon, Warwickshire,
CV37 7HP, on Wednesday 23 July 2008 at 12.30 pm.
The notice of the AGM and explanatory notes
regarding the special business to be put to the meeting
are set out in a separate circular to shareholders
accompanying the Annual Report and Accounts.

By order of the Board

Alex Henderson
Company Secretary
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GOVERNANCE

The Board is responsible for the Group’s system of
corporate governance. The Board is committed to high
standards of corporate governance not only in the
areas of accountability and risk management but also
as a positive contribution to business prosperity. The
Board believes in conducting the Group’s affairs in a
fair and transparent manner and in maintaining the
highest ethical standards in its business dealings.

Statement of compliance with the

Combined Code

The Directors consider that the Group has applied the
principles and complied with the provisions of Section
1 of the Combined Code on Corporate Governance for
the financial period to 28 March 2008. This report
describes how the Group has complied with the Code.

Board structure

The Board is currently composed of six members,
consisting of a non-executive Chairman, three non-
executive Directors and two executive Directors. Up to
29 February 2008 the Board had three executive
Directors, on which date the Company’s Chief
Executive lan McLeod resigned and the remaining
executive Directors Nick Wharton and Paul
McClenaghan were appointed acting joint Managing
Directors.

The three non-executive Directors are considered by
the Board to be independent in character and
judgement and within the definition of the Combined
Code. Accordingly, no individual or group of individuals
dominates the Board’s decision-making and the
requirement of the Combined Code that at least half of
the Board (excluding the Chairman) should comprise
independent non-executive Directors is satisfied. At the
same time in accordance with the Combined Code,
separate individuals have been appointed to the
positions of Chairman and Chief Executive respectively.
Richard Pym and following the resignation of lan
McLeod, Chief Executive Officer, the remaining
executive Directors Nick Wharton and Paul

Directors and their interests

McClenaghan were appointed acting joint Managing
Directors. Nigel Wilson has been appointed the Senior
Independent Director.

The Chairman and the non-executive Directors
contribute external expertise and experience in areas
of importance to the Group such as marketing,
customer and consumer focus, corporate finance,
general finance and corporate governance. They also
contribute independent challenge and rigour to the
Board’s deliberations and the Board believes that all of
the Directors devote sufficient time and attention as is
necessary in order to perform their duties.

Details of the Directors’ service contracts, emoluments,
the interests of the Directors and their immediate
families in the share capital of the Company and
options to subscribe for shares in the Company are
shown in the Directors’ remuneration report on pages
52 to 59. The Directors have wide experience and
expertise and their biographical details are given on
pages 40 and 41.

Operation of the Board

The Board’s role is to determine the long-term direction
and strategy of the Group, create value for
shareholders, monitor the achievement of business
objectives and ensure that good corporate governance
is practised and that the Group meets its other
responsibilities to its shareholders, customers,
employees and other stakeholders. The Board is also
responsible for ensuring that appropriate processes are
in place in respect of succession planning for
appointments to the Board and to senior management
positions.

The Board has a formal schedule of reserved powers,
which it retains for Board decision-making on a range
of key issues, including the formulation of strategy,
financial reporting and controls, corporate governance
matters, and treasury and risk management. The Board
meets on a regular basis. During the financial period
ended 28 March 2008, the Board met formally ten
times. Details of the number of Board and Committee

The following Directors held office during the financial period ended 28 March 2008:

Appointment/
Reappointment date

8 June 2007

Resigned 29 February 2008
3 February 2007

31 March 2007

Designation
Richard Pym Chairman
lan McLeod Chief Executive
Nick Wharton Finance Director
Paul McClenaghan Director of Trading
Nigel Wilson Senior Independent Director
Keith Harris Non-executive Director
Bill Ronald Non-executive Director

8 June 2007
8 June 2007
8 June 2007
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meetings and the attendance at those meetings are set
out below. The Board is supplied in a timely manner
with information appropriate to enable it to discharge
its duties. Appropriate management reports and
financial information are provided to the Board on a
monthly basis and in advance of each Board meeting.
These normally include monthly management reports,
accounts, reports on current trading and papers on
matters in respect of which the Board makes decisions
or is invited to give its approval. Specific presentations
on business and strategic issues are made regularly.

The Chairman is primarily responsible for the workings
of the Board and is not involved in day-to-day
operational issues. He sets the agendas in consultation
with the executive Directors and Company Secretary.
Board papers are circulated in advance of each
meeting. The Chairman periodically holds meetings
with the non-executive Directors without the executive
Directors present.

Save for matters reserved for decision by the Board,
the executive Directors are responsible for the running
of the Group’s business, carrying out the agreed
strategy adopted by the Board and implementing
specific Board decisions relating to the operation of
the Group.

The Chairman, Richard Pym is currently a non-
executive Director of Old Mutual plc and Chairman of
Brighthouse Group Ltd. The Board is satisfied that
these appointments do not conflict with the Chairman’s
ability to carry out his duties and responsibilities
effectively for the Group.

Nigel Wilson was the Senior Independent Director
throughout the period under review. The Senior
Independent Director is available to meet shareholders
upon request if they have concerns which contact
through the normal channels of the Chairman or the
executive Directors has failed to resolve, or for which
such contact is inappropriate.

The Group is supportive of executive Directors who
wish to take on non-executive directorship with a
company outside the Group, as exposure to such
duties can broaden experience and knowledge, which
will be to the benefit of the Group. Executive Directors
may retain any fees they receive. lan McLeod served as
a non-executive Director of Fulham Football Club
during the period, retaining fees of £25,000 per annum
(2007: £25,000).

A procedure has been adopted for Directors to obtain
independent professional advice where appropriate, at
the cost of the Company, and all Directors have
unrestricted access to the Company Secretary, who is
an employee of the Company. Where a Director has a
concern over any unresolved business he is entitled to
require the Company Secretary to minute that concern.
Should that Director later resign over this issue, the
Chairman will bring it to the attention of the Board.

The Group purchases Directors’ and officers’ liability
and indemnity insurance to cover its Directors and
officers against the costs of defending themselves in
civil proceedings taken against them in that capacity
and in respect of damages resulting from the
unsuccessful defence of any proceedings.

Meetings

The following table sets out the number of meetings
of the Board and its Committees and individual
attendances thereat during the financial period to

28 March 2008. In addition to the meetings detailed
below, additional Board or Board Committee meetings
were held during the year for the consideration of
specific business.

Group Board Audit Nomination Remuneration
Number of meetings held 10 3 5 3
Richard Pym 10 3* 5 3
lan McLeod® 9 1* 2 —
Nick Wharton 10 3* — 1*
Paul McClenaghan 9 — — —
Nigel Wilson 10 3 5 3
Keith Harris 9 2 5 3
Bill Ronald 10 3 5 3

™ lan McLeod resigned from the Board on 29 February 2008 and had attended all Board and committee meetings

up to that date.
* Indicates attendance by invitation.
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GOVERNANCE continued

Directors’ interests in contracts

No Director had a material interest at any time during
the year in any contract of significance, other than a
service contract (see Directors’ Remuneration report on
pages 52 to 59), with the Company or any of its
subsidiary undertakings.

Remuneration

The Directors’ Remuneration report sets out the status
of the Company’s compliance with the requirements of
the Combined Code with regard to remuneration
matters and includes a statement on the Company’s
policy on Directors’ and senior managers’
remuneration, benefits, share scheme entitlements and
pension arrangements. A resolution to approve the
Directors’ Remuneration report will be proposed at the
forthcoming Annual General Meeting (“AGM”).

Appointment of Directors

The Company’s Articles of Association require
Directors appointed by the Board during the year to
retire and offer themselves for reappointment at the
first AGM following their appointment. Paul
McClenaghan, Director of Trading was appointed to the
Board on 31 March 2007 and was subsequently
reappointed at the AGM on 25 July 2007.

Under article 76 of the Company’s Articles of
Association there is also a process of retirement by
rotation, which ensures that approximately one-third of
all Directors (rounded down) are required to retire and
seek re-election at each AGM and that no Director
serves for more than three years without being
proposed for re-election at an AGM. Accordingly, Nigel
Wilson and Keith Harris will retire and offer themselves
for re-election at this year’s AGM.

Non-executive Directors are appointed for specified
terms (normally three years), subject to reappointment
under the Company’s Articles of Association and subject
to the Companies Act provisions relating to the removal
of a Director. The Chairman confirms to shareholders
when proposing an appointment or reappointment that,
following formal performance evaluation, the individual’s
performance continues to be effective and they
demonstrate commitment to the role.

The Board has formally adopted an induction
programme for new Directors, which will be tailored to
each new Director who joins the Board and includes
briefings regarding the activities of the Group and visits
to stores. Documentation and training on their duties
as Directors are also available to all Directors. In
addition, Directors are also informed regularly on
relevant material changes to laws and regulations
affecting the Group’s business. All Directors have
access to the advice and services of the Company
Secretary, who is also responsible for advising the
Board on all governance matters.

Board Committees

The Board has established an effective Committee
structure to assist in the discharge of its
responsibilities. The terms of reference of these
Committees comply with the provisions of the
Combined Code and are available for inspection on the
Company’s website, halfordscompany.com.

The Company Secretary acts as secretary to the Audit,
Nomination and Remuneration Committees. Only the
members of each Committee are entitled to attend its
meetings, although other Directors, professional
advisers and members of the senior management team
attend when invited to do so. The Audit Committee will
invite the external Auditors to certain of its meetings. In
the cases of the Nomination and Remuneration
Committees, no member is present when business
pertinent to them is under discussion. A Treasury
Committee, composed of senior members of the
finance and treasury teams and chaired by the Finance
Director, has been established to manage the day-to-
day treasury needs of the Group. When the need
arises, separate ad hoc committees may be set up by
the Board to consider specific issues.

Audit Committee

For the financial period to 28 March 2008, the Audit
Committee comprised Nigel Wilson, Keith Harris and
Bill Ronald, all of whom are independent non-executive
Directors. The Committee Chairman is Nigel Wilson,
who, being also Chief Financial Officer of United
Business Media plc, is considered by the Board to
have recent and relevant financial experience. Each of
the other independent non-executive Directors on the
Committee has, through their other business activities,
significant experience in financial matters.

The Audit Committee meets at least three times a year,
according to the requirements of the Company’s
financial calendar. The meetings of the Audit
Committee also provide the opportunity for the
independent non-executive Directors to meet without
the executive Directors present and also the
opportunity to raise any issues of concern with the
Company’s external Auditors.

The Audit Committee is responsible for making
recommendations to the Board on the appointment of
the external Auditors and their remuneration, for
reviewing the accounting principles, policies and
practices adopted in the preparation of the interim and
annual accounts and reviewing the scope and findings
of the audit. The Committee assists the Board in
achieving its obligations under the Combined Code in
areas of risk management and internal control,
focusing particularly on compliance with legal
requirements, accounting standards and the Listing
Rules, and ensures that an effective system of internal
financial and non-financial controls is maintained. The
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ultimate responsibility for reviewing and approving the
annual report and accounts remains with the Board.

The Committee will keep under review the external
Auditors’ independence including any non-audit
services that are to be provided by the external
Auditors. The Auditors are also requested to confirm
their independence at least annually. A formal policy
has been developed and implemented, which ensures
that the nature of the advice to be provided could not
impair the objectivity of the external Auditors’ opinion
on the Group’s financial statements. The policy
incorporates a fee limit of £25,000, above which a
formal tender process must be undertaken and
approval of the Committee obtained prior to any
proposed appointment.

The Committee has approved a formal whistle-blowing
policy whereby staff may, in confidence, disclose
issues of concern about possible malpractice or
wrongdoings by any of the Group’s businesses or any
of its employees without fear of reprisal. This includes
arrangements to investigate such matters and for
appropriate follow-up action.

In addition to ensuring the integrity of the Group’s half-
year and full-year financial statements before
publication, during the year the Committee:

Considered the external auditors’ report for the
period ended 30 March 2007 and 30 September
2007.

Received regular reports from the internal auditors
and agreed the annual audit plan.

Conducted an internal review of its own
effectiveness.

Reviewed, amended and approved its own Terms of
Reference.

Reviewed and approved the Company’s whistle-
blowing policy.

Reported to the Board on matters it had identified
as requiring action or improvement.
Recommended for approval the Group’s risk
management and internal control policies.
Approved the external auditors’ audit strategy for
the period ended 28 March 2008.

Nomination Committee

For the financial period to 28 March 2008 the
Nomination Committee comprised Richard Pym
(Chairman), Keith Harris, Bill Ronald, Nigel Wilson and
lan McLeod. Keith Harris, Nigel Wilson and Bill Ronald
are independent non-executive Directors. The
Combined Code states that the test of independence is
not appropriate in relation to the Chairman after his
appointment.

The Committee, which will normally meet not less than
twice a year, has responsibility for considering the size,

structure and composition of the Board of the
Company, retirements and appointments of additional
and replacement Directors and making appropriate
recommendations so as to maintain an appropriate
balance of skills and experience on the Board.

The Nomination Committee has established a process
for Board appointments that it considers to be formal,
rigorous and transparent. This process includes a
review of the skills, experience and knowledge of the
existing Directors, to assess which of the potential
shortlisted candidates would most benefit the balance
of the Board having regard also to the need for
succession planning.

During the year, the committee:

Discussed the resignation of the Company’s CEO
and approved the search process for a new CEO.
Discussed the long-term succession planning of the
Board.

Reviewed the size, structure and composition of the
Board.

Reviewed, amended and approved its own Terms of
Reference.

Approved Directors for reappointment at the AGM.
Considered the composition of the Board’s
committees.

Conducted an internal review of its own
effectiveness.

The terms of appointment for the non-executive
Directors are available for inspection on the Company’s
website halfordscompany.com.

Remuneration Committee

For the financial period to 28 March 2008, the
Remuneration Committee comprised Keith Harris
(Chairman), Richard Pym, Nigel Wilson and Bill Ronald.
Keith Harris, Nigel Wilson and Bill Ronald are all
independent non-executive Directors.

Executive Directors attend Remuneration Committee
meetings at the invitation of the Committee Chairman.
The Remuneration Committee will normally meet at
least twice a year.

The Remuneration Committee has responsibility for
making recommendations to the Board on the
Company’s policy on remuneration of executive
Directors, the Company Secretary and senior
managers. It also determines, within agreed terms of
reference, specific remuneration packages for each of
the Chairman, the executive Directors and Company
Secretary of the Company and such members of senior
management as it is delegated to consider. This
includes pension rights; any compensation payments;
and the implementation of executive incentive
schemes. In accordance with the Committee’s terms of
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GOVERNANCE continued

reference, no Director may participate in discussions
relating to their own terms and conditions of service or
remuneration.

Further information on the activities of the
Remuneration Committee is set out in the Directors’
remuneration report on pages 52 to 59.

Evaluation of the Board and its Committees

The Board has established a formal process for the
annual evaluation of the performance of the Board, its
principal committees and individual Directors.
Questionnaires are drawn up, which provide the
framework for the evaluation process. Each member of
the Board or appropriate Committee is invited to
comment on the performance of the individual, the
Board, or the appropriate Committee and submits
replies to the questionnaires, which are then collated.
Following a review of these responses by the Board or
by the appropriate Committee, appropriate action will
be taken to ensure that the performance of the Board
as a whole, its principal Committees and individual
Directors is such that each can perform at the optimum
level for the benefit of the Company.

The Senior Independent Director discusses with the
Chairman the responses to the Chairman’s
effectiveness questionnaire, whilst the Chairman
discusses the non-executive Directors’ performance
evaluation with the individual non-executive Directors.

Relationships with shareholders

The Board recognises the importance of establishing
and maintaining good relationships with all of the
Company’s shareholders. The Chief Executive, Finance
Director and the Chairman meet regularly with analysts
and institutional shareholders to keep them informed of
significant developments and report to the Board
accordingly on the views of the major shareholders.
The Senior Independent Director is also available to
attend such meetings, if required. Each of the other
non-executive Directors is also offered the opportunity
to attend meetings with major shareholders and would
do so if requested by any major shareholder. The
Company’s investor relations programme includes
formal presentations of full year and interim results.
Feedback from these meetings is provided to the
Board. The Company Secretary is also charged with
bringing to the attention of the Board any material
matters of concern raised by the Company’s
shareholders, including private investors.

The Interim Report and the Annual Report and
Accounts are the primary means used by the Board for
communicating during the year with all of the
Company’s shareholders. The Board also recognises
the importance of the Internet as a means of
communicating widely, quickly and cost-effectively and
an investor relations website (halfordscompany.com)

has been developed to facilitate communications with
shareholders. Information available online includes
copies of the full and half-year financial statements,
press releases and Company news, corporate
governance information and statements and the terms
of reference for the Audit, Nomination and
Remuneration Committees.

The Board is committed to the constructive use of the
AGM as a forum to meet with shareholders and to hear
their views and answer their questions about the Group
and its business. The AGM of the Group is to be held
on 23 July 2008 at The Alveston Manor Hotel,
Stratford-upon-Avon. Notice of this meeting, together
with an explanatory circular describing any items of
special business, will be sent out at least 21 days
before the date of the meeting. The Chairmen of the
Remuneration, Nomination and Audit Committees will
normally attend the meeting and will answer questions
that may be relevant to the work of those Committees.
If they are unable to attend they will appoint a deputy
to attend in their place. It is the Company’s practice to
propose separate resolutions on each substantially
separate issue at the AGM. The Chairman will advise
shareholders on the proxy voting details for each
resolution after it has been put to the meeting.

The Company’s financial calendar is set out on
page 100.

Internal control and risk management

The Board has overall responsibility for the system of
internal control and for reviewing its effectiveness
throughout the Group and ensuring that there is a
process in accordance with the guidelines laid down by
the Turnbull Report to identify, evaluate and manage
any significant risks that may affect the achievement of
the Group’s strategic objectives.

The assessment of effectiveness has been carried out
this year. The system of internal control is designed to
manage, rather than eliminate, the risk of failing to
achieve business objectives and can provide only
reasonable and not absolute assurance against
material misstatement or loss. The Board and the Audit
Committee have reviewed the effectiveness of the
Group’s systems of internal control and risk
management in accordance with the Combined Code
for the financial period to 28 March 2008, and up to the
date of approving the Annual Report and Accounts.

Deloitte & Touche LLP, as independent adviser, is
formally engaged to provide internal audit services,
reporting to the Board, via the Audit Committee. Their
principal role in fulfilling the Internal Audit function is to
review the effectiveness of the controls operating
within the business by undertaking an agreed schedule
of independent audits each year. The nature and scope
of this annual audit programme is determined by the
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Audit Committee at the beginning of each calendar
year and may be revised from time to time according to
changing business circumstances and requirements.

The findings of these risk-based audits are reported
initially to executive management and any necessary
corrective actions are agreed. Summaries of these
reports are presented to, and discussed with, the Audit
Committee along with details of progress against
action plans as appropriate.

The Board considers risk assessment and control to be
fundamental to achieving its corporate objectives
within an acceptable risk/reward profile and there is an
ongoing process for identifying and evaluating the
significant risks faced by the Group and the
effectiveness of related controls. The key elements of
this process are:

a comprehensive system of monthly reporting from
key executives, identifying performance against
budget, analysis of variances, major business
issues, key performance indicators and regular
forecasting;

well-defined policies governing appraisal and
approval of capital expenditure and treasury
operations;

reviews of key business risks and of management’s
controls and plans to mitigate these risks; and

an annual corporate governance confirmation made
to the Board by all Directors on the effectiveness of
the identification of major risks and of the
monitoring of internal controls within their areas of
responsibility.

As part of the ongoing process for identifying,
evaluating and managing the key business risks faced
by the Group the Board has established a Risk
Management Group to oversee the implementation of
the risk management framework, co-ordinate risk
management activities throughout the business and to
report to the Board and Audit Committee on risk
issues. The Risk Management Group is chaired by the
Company Secretary and includes senior managers
from Finance, Business Systems, Supply Chain and

Logistics, Store Assurance and Internal Audit functions.

Through its normal business operations, the Company
is exposed to a number of principal risks and
uncertainties which could impact the on the results of
the Company. These, together with their mitigating
controls, are described in the Finance Directors’ report
on pages 25 to 27.

By order of the Board

Alex Henderson
Company Secretary
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REMUNERATION REPORT

This report, prepared by the Remuneration Committee
(“the Committee”) on behalf of the Board, has been
prepared pursuant to Schedule 7A of the Companies
Act 1985. Part 3 of Schedule 7A requires designated
parts of the Remuneration Report to be subject to
audit. In preparing this report, consideration has been
given to the Listing Rules issued by the Financial
Services Authority and to the Combined Code on
Corporate Governance 2006.

The report has been approved both by the
Remuneration Committee and by the Board, and a
resolution to approve the report will be proposed at the
Annual General Meeting (“AGM”) of the Company on
23 July 2008.

Remuneration Committee

Membership

The Committee comprised the following non-executive
Directors during the financial period to 28 March 2008:

Keith Harris (Committee Chairman)
Nigel Wilson

Bill Ronald

Richard Pym

Meetings

During the financial period to 28 March 2008 the
Committee met on three occasions. All members
attended all meetings. The Executive Directors are
invited to attend the Committee’s meetings, when
appropriate, but are not present when their own
remuneration is discussed.

Role

The Board has delegated to the Remuneration
Committee responsibility for reviewing and
recommending the pay and benefits and contractual
arrangements of the Chairman, Executive Directors and
the Company Secretary and for overseeing the Group’s
share schemes.

The Committee recommends and monitors the
structure and levels of remuneration for senior
managers throughout the Group and ensures that
contractual terms on termination, and any payments
made, are fair to the individual and the Company,
ensuring that failure is not rewarded and that the
departing manager’s duty to mitigate loss is fully
recognised.

It is committed to principles of accountability and
transparency to ensure that remuneration
arrangements demonstrate a clear link between reward
and performance. In its work, the Committee considers
fully the principles and provisions of the Combined
Code on Corporate Governance and its terms of

reference are available on the Group’s website,
halfordscompany.com.

Responsibilities
To review and recommend the remuneration policy
of executive Directors and senior managers.
Within this policy, agreeing individual remuneration
packages for the Chairman, executive Directors and
senior managers, including the Company Secretary.
Reviewing and recommending the terms and
conditions to be included in service agreements for
executive Directors.
Reviewing and recommending any employee share-
based incentive schemes.
Reviewing and recommending changes to the rules
of employee share-based incentive schemes.
Reviewing and recommending appropriate
performance conditions and targets for the variable
element of remuneration packages.

Advisers

During the year the Hay Group have continued to
provide advice to the Committee on matters relating to
remuneration, including market comparison data and
best practice. During the year the Committee has also
received advice from the Miles Partnership in
connection with the recruitment of a new Chief
Executive Officer. Neither of these companies has any
other connection with the Group.

The Committee consults with the Chief Executive and,
since his resignation, with the acting joint Managing
Directors, as appropriate, and is also supported by the
Director of Human Resources.

Activities
During the year the Committee:

Reviewed and recommended the annual bonuses
for the Chief Executive, executive Directors and
senior managers in respect of 2008.

Approved proposals and targets to the variable
discretionary bonus schemes that affect the Chief
Executive, other executive Directors and senior
managers in respect of 2009.

Reviewed the performance conditions of the 2005
and 2006 Long-Term Incentive Plans (“LTIP”).
Granted awards under the LTIP 2007 to a maximum
of 12, previously 10, senior managers. Paul
McClenaghan was granted an award equivalent of
200% of his salary as a consequence of his
appointment as a Director on 31 March 2007.
Conducted an internal effectiveness review, which
concluded that there were no items of concern
needing to be considered by the committee.
Reviewed the remuneration policy for executive
Directors and senior managers, including the
Company Secretary.
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Carried out 2007 salary reviews for executive
Directors and senior managers, including the
Company Secretary.

Approved the maturity of options granted to
employees under the Company Share Option
Scheme (“CS0OS”) 2004, having first taken advice on
determination of the performance conditions.
Granted awards under the employee sharesave
scheme (“SAYE”) 2007, which included all eligible
employees in the United Kingdom and Ireland.
Approved the Directors Remuneration Report for
inclusion in the Annual Report & Accounts 2007.
Reviewed and amended the committees Terms of
Reference and in response to the Combined Code,
made these available on the Company’s website.
Approved the granting of awards over Halfords
Group shares under the CSOS 2007.

Considered the principles behind the establishment
of share option schemes in 2008.

Considered the appropriate action to be taken
following the change in roles/additional
responsibilities created by the resignation of

the CEO.

Broad Policy

The remuneration policy of the Committee and of the
Board is to provide remuneration packages for the
executive Directors and other senior executives in the
Group which are appropriate to the size and nature of
the Group’s business and which will attract and retain
high calibre executives.

It is the policy of the Committee and the Board to
maintain the above approach to remuneration
packages for executive Directors and other senior
executives of the Group for the current financial year
and future financial years, subject to review in the light
of any changes in relevant legislation, regulations or
market practice. No significant changes to the
remuneration arrangements for executive Directors are
currently anticipated. However, the Committee will
continue to review base salaries and performance
targets to ensure that they align with the remuneration
policy of the Committee and the Board and with the
Company’s strategic objectives. The individual salary,
bonus and benefit levels of the executive Directors are,
and will continue to be, reviewed annually by the
Committee.

Annual salaries continue to be rigorously tested and
reviewed and set at levels not normally exceeding
median. In relation to bonuses and long-term incentive
plans, the policy will continue to be to provide an
opportunity for executives to earn total remuneration
packages in the upper quartile range, provided that
stretching and demanding performance conditions

are met.

The Committee has reviewed all aspects of the
remuneration policy, including pay benchmarking for
the most senior roles and consideration of the
performance measures used, and has not made any
changes to the remuneration policy.

While committed to the use of equity-based
performance-related remuneration as a means of
aligning Directors’ interests with those of shareholders,
the Committee is aware of shareholders’ concerns on
dilution through the issue of new shares to satisfy such
awards. Therefore, when reviewing remuneration
arrangements, the Committee takes into account the
effects such arrangements may have on dilution.

In determining the remuneration arrangements for
executive Directors, the Committee is sensitive to the
pay and employment conditions elsewhere in the
Group, especially when determining base salary
increases.

Shareholding

The shareholding guidelines require executive
Directors, in post at the time of the adoption of the
LTIP, to retain shares to a value equal to 200% of their
basic annual salary. Newly appointed executive
Directors will be required to acquire and retain shares
to a value equal to 100% of their basic annual salary
over a five-year period following their appointment to
the Board.

Remuneration for executive Directors

It is the Company’s policy that a substantial proportion
of the executive Directors’ remuneration should be
performance related in order to encourage and reward
superior business performance and shareholder returns
and that remuneration should be linked to both
individual and Company performance. The executive
Directors have also benefited from participation in the
Company’s share option scheme as set out below, on
page 58. No further awards will be made under the
share option scheme to the executive Directors but
they were able to participate in the 2005 Performance
Share Plan (The Long-Term Incentive Plan (“LTIP”)). The
executive Directors are also able to participate in an all-
employee save-as-you-earn scheme (the “Halfords
Sharesave Scheme”), referred to on page 55.

In arriving at the balance between fixed and variable
remuneration it is agreed that the fixed portion will
relate only to annual salary, whilst the variable portion
includes both annual bonuses and long-term incentive
arrangements.
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REMUNERATION REPORT continued

Base salaries

Basic salary for executive Directors takes into account
the individual’s experience, roles, responsibilities and
performance. This is normally reviewed annually unless
responsibilities change. For an executive Director who
is experienced and fully effective in his role, basic
salary is targeted at the retail market median for
comparable roles. For 2008 the salaries of each of the
Executive Directors will be £255,000.

Annual bonus

Executive Directors, including the acting joint
Managing Directors, may earn up to an additional
100% (120% in the case of the Chief Executive) of their
basic salaries as a performance bonus. Bonuses are
not pensionable.

Share plans

Halfords Group plc has adopted three share option
schemes. In May 2004 the Company adopted the
Halfords Company Share Option Scheme and the
Halfords Sharesave Scheme, under which employees
are eligible for the grant of options to acquire ordinary
shares in the Company. In July 2005 the Company
adopted the Performance Share Plan (“PSP”), under
which annual awards are made to senior executives.

Halfords Company Share Option Scheme

Options are granted at an exercise price not less than
market value at the date of grant and may normally
only be exercised if performance conditions set at the
time of grant have been achieved. These performance
conditions require earnings per share (“EPS”) for the
financial year last preceding the third anniversary of the
grant date to equal or exceed the percentage growth in
Retail Price Index (“RPI”) plus an additional percentage
determined as appropriate at the time of the grant.
These additional percentages were 5% for options
granted in 2005 and 3.5% for options granted in 2006
and 2007 respectively.

The executive Directors participate in the PSP and no
further awards will be made to them under the
Company Share Option Scheme.

Halfords Sharesave Scheme

Options are granted at an exercise price not less than
80% of market value at the date of grant. Options may
not normally be exercised until the option holder has
completed his or her savings contract (which will
normally be three or five years) from the date of
commencement of the savings contract. Executive
Directors may also join the Halfords Sharesave
Scheme.

Performance Share Plan

Under the PSP, approved by shareholders at the AGM
in 2005, conditional rights to receive shares will be
awarded to participants. LTIP Awards have been made
in 2005, 2006 and 2007.

The extent to which such rights vest will depend upon
the Group’s performance over the three-year period
following the award date. The vesting of 50% of the
awards will be determined by the Group’s relative total
shareholder return (“TSR”) performance and the
vesting of the other 50% by the Group’s absolute
earnings per share performance against RPI. The
Group’s TSR performance will be measured against the
FTSE 350 general retailers as a comparator group.

No retesting will be permitted. In order to ensure that
the performance targets for the 2007-2010 scheme
remain stretching but achievable, the earnings per
share performance spread will be RPI plus 4%
compound at entry to RPI plus 11% per annum
compound at maximum.

Annual awards under the LTIP are normally 100% of
base salary. Paul McClenaghan was appointed to the
Board of Halfords Group plc on 31 March 2007. As
disclosed last year, in order to more closely align him
with shareholders and with the equity participation of
other current Board members, the Remuneration
Committee has decided to make a one-off award of
200% of base annual salary under the LTIP. This award
will be subject to the same stretching performance
conditions as all other awards made under this plan.
On the vesting of any of this award Paul McClenaghan
will be encouraged to retain shares, so enabling him to
achieve the shareholding guidelines more quickly.

Details of options granted to executive Directors that
are outstanding and further details of the share option
schemes, including performance conditions, are set
out on page 58.

Performance graph

The following graph shows the TSR performance of the
Company since listing in July 2004, against the FTSE
350 General Retailers (which was chosen because it
represents a broad equity market index of which the
Company is a constituent).

TSR was calculated by reference to the growth in share
price, as adjusted for reinvested dividends.
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Directors’ interests in ordinary shares

The beneficial interests of Directors, serving at the
end of the financial period, in shares in Halfords Group
plc were:

Fully paid ordinary
shares of 1p each

As at As at

28 March 30 March

2008 2007

Richard Pym 31,538 21,538

Nick Wharton 227,850 225,000
Paul McClenaghan

(appointed 31 March 2007) 15,000 —

Nigel Wilson 20,000 10,000

Keith Harris 3,846 3,846

Bill Ronald 11,538 11,538

Directors’ share interests include the interests of their
spouses, civil partners and infant children, or step
children as required by Section 822 of the Companies
Act 2006. There were no changes in the beneficial
interests of the Directors in the Company’s shares
between 28 March 2008 and 4 June 2008.

Pensions

The Halfords Pension Plan is a defined contribution
scheme, which is open to the executive Directors. The
Group’s contributions during the year are shown in the
table on page 57.

Other benefits

Executive Directors are entitled to be provided with a
Company car or an equivalent allowance, contribution
to a personal pension scheme, permanent health
insurance, life assurance cover, membership of a
private medical insurance scheme and travelling and
other expenses.

Other Directorships

The Group is supportive of executive Directors who
wish to take on a non-executive Directorship with a
publicly quoted company in order to broaden their
experience. They are entitled to retain any fees they
may receive.

Service agreements

The Committee periodically reviews the Group’s policy
on the duration of Directors’ service agreements, and
the notice periods and termination provisions
contained in those agreements. Whilst the Company is
aware that companies are strongly encouraged to
consider notice periods of less than 12 months, the
Committee believes that the current policy whereby
notice periods contained in executive Directors’ service
contracts should be limited to 12 months (other than in
exceptional circumstances, such as for the purposes of
recruitment) is more in line with the Company’s overall

remuneration policy that is designed to attract and
retain high calibre executives.

Date of service Notice

agreement period

lan McLeod® 29 March 2005 12 months
Nick Wharton® 17 May 2004 12 months
Paul McClenaghan® 9 May 2005 12 months

M lan McLeod resigned on 29 February 2008 and
subject to the service agreement terms no special
discretions were applied.

@ Revised service agreements were not issued on
appointment to the Board as the existing agreements
contained all required provisions.

The Company may terminate any of the above
agreements by giving not less than 12 months notice. In
the event of early termination (other than for a reason
justifying summary termination in accordance with the
terms of the service agreement) the Company may (but
is not obliged to) pay to the executive Director, in lieu of
notice, a sum equal to the annual value of the executive
Director’s then salary, benefits, pension contributions
and on-target bonus (calculated on a pro rata daily
basis) which he would have received during the
contractual notice period the sum of which shall be
payable in 12 monthly instalments. In such instances the
executive Director shall use their best endeavours to
secure an alternative source of remuneration, thus
mitigating any loss to the Company, via the provision of
his services as expediently as possible in the prevailing
circumstances and shall provide the Board with
evidence of such endeavours upon their reasonable
request. If the Director fails to provide such evidence the
Board may cease all further payments of compensation.
To the extent that the executive Director receives any
sums as a result of alternative employment or provision
of services while he is receiving such payments from the
Company, the payments shall be reduced by the amount
of such sums.

No compensation would be payable if a service
contract were to be terminated by notice from an
executive Director or for lawful early termination by the
Company.

The service contracts of executive Directors do not
provide for any enhanced payments in the event of a
change of control of the Company.

Details of individual Directors’ remuneration and share
options are set out on pages 56 to 59.
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REMUNERATION REPORT continued

Non-executive Directors

The Board as a whole, following a recommendation by
the Chief Executive, determines the fees of the non-
executive Directors.

None of the non-executive Directors has an
employment contract with the Company. However,
each has entered into a letter of appointment with the
Company confirming their appointment for a period of
three years, unless terminated by either party giving the
other not less than three months’ notice or by the
Company on payment of fees in lieu of notice. The
appointments are subject to the provisions of the
Companies Act 1985 and 2006 and the Company’s
Articles of Association, in particular the need for

periodic re-election. Continuation of an individual non-
executive Director’s appointment is also contingent on
that non-executive Director’s satisfactory performance,
which will be evaluated annually. No compensation
would be payable to a non executive Director if his
engagement were terminated as a result of him retiring
by rotation at an annual general meeting, not being
elected or re-elected at an annual general meeting or
otherwise ceasing to hold office under the provisions of
the Articles of Association of the Company.

There are no provisions for compensation being
payable upon early termination of an appointment of a
non-executive Director.

Details of non-executive appointment periods appear below:

Unexpired

Date of Date of current term at the date

appointment reappointment Expiry date of this report

Richard Pym 17 May 2004 8 June 2007 7 June 2010 24 months
Nigel Wilson 17 May 2004 8 June 2007 7 June 2010 24 months
Keith Harris 17 May 2004 8 June 2007 7 June 2010 24 months
Bill Ronald 17 May 2004 8 June 2007 7 June 2010 24 months

The following section provides details of the remuneration, pension and share interests of the Directors for the 52

weeks to 28 March 2008 and has been audited.

Remuneration of Executive Directors

Details of the payments made to executive Directors were as follows:

52 weeks to 28 March 2008

Salary & 2007

fees Bonuses Benefits Total Total

£°000 £°000 £°000 £°000 £°000

lan McLeod® 399 —_ 18 417 679
Nick Wharton 220 130 14 364 62
Paul McClenaghan 220 130 15 365 —
Nick Carter@ —_ —_ —_ —_ 206
839 260 47 1,146 947

™ lan McLeod resigned on 29 February 2008 and no additional payments were made.

@ Nick Carter resigned on 2 February 2007.

Benefits include payments made in relation to private health insurance and the provision of a Company car.
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Pension entitlements
Pension contributions to defined contribution money purchase schemes made by the Group during the 52 weeks
to 28 March 2008 in respect of executive Directors were as follows:

52 weeks to 52 weeks to
28 March 30 March

2008 2007

£°000 £'000

lan McLeod® 58 56
Nick Wharton 58 10
Paul McClenaghan® 33 —
Nick Carter® —_ 30
149 96

™ lan McLeod resigned on 29 February 2008.
@ Paul McClenaghan was appointed on 31 March 2007.
@ Nick Carter resigned on 2 February 2007.

Remuneration of non-executive Directors

The remuneration of the non-executive Directors is determined by the Chairman and executive members of the
Board, and the remuneration of the Chairman is determined by the Remuneration Committee. Details of the
payments made to non-executive Directors is shown below:

52 weeks to 28 March 2008

Committee
Chairman'’s 2007
Fees Fees Total Total
£°000 £°000 £°000 £'000
Richard Pym 1450 5 150 125
Nigel Wilson 55 5 60 60
Keith Harris 40 5 45 45
Bill Ronald 40 —_ 40 40
280 15 295 270

M Included in Richard Pym’s fees is an additional sum of £25,000 to recompense him for additional duties
undertaken during the absence of a Chief Executive Officer.

In April 2006 the remuneration of the non-executive Directors was fixed for two years. Following a benchmarking
review by Hay Group, in April 2008, the fees for the Chairman and non-executive Directors were increased and
fixed for a further two years. The basic fee for the Chairman was increased to £165,000, for the Senior
Independent Director it was increased to £60,000 and for non-executive Directors to £45,000. The Chairmen of the
Remuneration and the Audit Committees continue to receive an additional £5,000. There will be no additional fee
to the Chairman in his role as Chairman of the Nomination Committee.

The Chairman and the other non-executive Directors are not eligible to participate in the Company’s bonus
arrangements, share option schemes, long-term incentive plans or pension arrangements.
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REMUNERATION REPORT continued

Directors’ interests in share options

At the beginning of the year and at 28 March 2008, the following Directors had options to subscribe for shares
granted under the terms of the Halfords Company Share Option Scheme (“CSOS”) or Halfords Sharesave Scheme

(“SAYE”):
Options Options
as at Granted Exercised Lapsed as at Exercise
30 March in the in the inthe 28 March price Exercisable Exercisable
2007 period period period 2008 £ from to
lan McLeod
2004 CSOS 192,308 —  (176,923) (15,385) — 2.60 — —
2005 SAYE 3,086 — — (3,086) — 3.07 — —
Total 195,394 —  (176,923) (18,471) — — — —
Nick Wharton
2004 CSOS 125,000 — (115,000) (10,000) — 2.60 — —
2004 SAYE 2,850 — (2,850) — — 2.65 — —
2007 SAYE — 2,934 — — 2,934 3.22 1 Oct 2010 1 April 2011
Total 127,850 2,934 (117,850) (10,000) 2,934
Paul McClenaghan
2006 SAYE 3,106 — — — 3,106 3.01 1 Sept 2009 1 Mar 2010

Options granted under CSOS are subject to the
achievement of a three-year performance condition.
For grants up to 150% of basic salary the options can
only be exercised if the increase in the defined EPS
over the period is not less than the increase in the
Retail Price Index (“RPI”) plus 5% per year for the 2005
scheme and RPI plus 3.5% for options granted in 2006
and 2007. In the case of grants in excess of 150% of
basic salary, the excess can only be exercised in full if
the increase is not less than the RPI plus 10% per year.
For increases in excess of 6% but not less than 10%, a
proportion of the option on excess of 150% of salary
can be exercised. Exercise of an option is subject to
continued employment on the exercise date.

The SAYE scheme is open to all full-time Directors and
employees with eligible employment service. Options
may be exercised under the scheme at £2.65 per share
(2004 scheme), £3.07 (2005 scheme), £3.01 per share
(2006 scheme) and £3.22 per share (2007 scheme) if
the option holder completes his saving contract for a
period of three years and then not more than six
months thereafter.

The unexercised share options held by lan McLeod
lapsed in full on his resignation from the Board on
29 February 2008.

During the period, and subject to the performance
criteria, executive Directors participating in the 2004
CSOS were able to exercise up to 92% of their
respective awards, the balance of the awards lapsing
as the performance criteria was not met in full.
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The table below shows gains made by individual Directors from the exercise of share options during 2008. The
gains are calculated as at the exercise date, although the shares may have been retained.

2008 2007
£°000 £'000
2004 CSOS
lan McLeod 264 —
Nick Wharton 171 —
2004 SAYE
Nick Wharton 4 —
Total gains on share options 439 —

Long-Term Incentive Plan
The following table shows the executive Directors’ interests in shares awarded under the long-term incentive plan.

These figures represent the maximum potential award.

Mid-market
price Awards  Awarded Awards  Perform-
on date held during Lapsed held ance
Award of awards 30 March the during 28 March period
date £ 2007 period the period 2008 3 yearsto
lan McLeod 4 August 2005 3.07 100,977 —  (100,977) —_ —
11 July 2006 3.01 124,584 — (124,584) — —
12 July 2007 4.02 — 105,721 (105,721) — —
Nick Wharton 4 August 2005 3.07 47,321 —_ — 47,321 1 April 2008
11 July 2006 3.01 50,000 — — 50,000 1 April 2009
12 July 2007 4.02 — 54,726 — 54,726 1 April 2010
Paul McClenaghan 4 August 2005 3.07 55,375 — — 55,375 1 April 2008
11 July 2006 3.01 60,465 —_ — 60,465 1 April 2009
12 July 2007 4.02 — 109,452 — 109,452 1 April 2010

Vesting of awards is subject to the fulfilment of two performance conditions, 50% of the award is subject to the
fulfilment of a TSR-based performance condition measured over a three-year period against appropriate
comparators. Relative TSR performance will be measured against a FTSE 350 general retailer comparator group.

The vesting of the remaining 50% of the award will be subject to the minimum requirement that Halfords Group’s
EPS performance spread will be RPI plus 4% compound at entry to RPI plus 11% per annum compound at
maximum. After measurement of the performance conditions 37.5% of the total awards made on 4 August 2005
will vest in August 2008.

The Register of Interests, which is open to inspection, contains full details of Directors’ shareholdings and options.
No options have expired unexercised during the financial year to 28 March 2008 and there were no changes in the
options held by the Directors between 28 March 2008 and 4 June 2008.

On 28 March 2008 the market price of ordinary shares of Halfords Group plc was 293.75p and the range during
the financial year was 243.00p to 411.75p. For details of the grant dates of options see note 20 on pages 89 to 92.

Keith Harris
Chairman of the Remuneration Committee
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OF THE ANNUAL REPORT AND FINANCIAL STATEMENTS

The Directors are responsible for preparing the Annual
Report, the Directors’ Remuneration Report and the
Group and the Company financial statements in
accordance with applicable law and regulations.

Company law requires the Directors to prepare
financial statements for each financial year. Under that
law the Directors have prepared the Group financial
statements in accordance with International Financial
Reporting Standards (IFRSs) as adopted by the
European Union, and the Company financial
statements and the Directors’ Remuneration Report in
accordance with applicable law and United Kingdom
Accounting Standards (United Kingdom Generally
Accepted Accounting Practice). The Group and
Company financial statements are required by law to
give a true and fair view of the state of affairs of the
Company and the Group and of the profit or loss of the
Group for that period.

In preparing those financial statements, the Directors
are required to:

select suitable accounting policies and then apply
them consistently;

make judgements and estimates that are reasonable
and prudent;

state that the Group financial statements comply
with IFRSs as adopted by the European Union, and
with regard to the Company financial statements
that applicable UK Accounting Standards have been
followed, subject to any material departures
disclosed and explained in the financial statements;

prepare the Group and Company financial
statements on the going concern basis unless it is
inappropriate to presume that the Group will
continue in business, in which case there should be
supporting assumptions or qualifications as
necessary.

The Directors confirm that they have complied with the
above requirements in preparing the financial
statements.

The Directors are responsible for keeping proper
accounting records that disclose with reasonable
accuracy at any time the financial position of the
Company and the Group and to enable them to ensure
that the Group financial statements comply with the
Companies Act 1985 and Article 4 of the IAS
Regulation and the Company financial statements and
the Directors’ Remuneration Report comply with the
Companies Act 1985. They are also responsible for
safeguarding the assets of the Company and the
Group and hence for taking reasonable steps for the
prevention and detection of fraud and other
irregularities.

The Directors are responsible for the maintenance and
integrity of the Company’s website. Legislation in the
United Kingdom governing the preparation and
dissemination of financial statements may differ from
legislation in other jurisdictions.

By order of the Board

Alex Henderson
Company Secretary
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TO THE MEMBERS OF HALFORDS GROUP PLC (“the Group”)

We have audited the Group financial statements of
Halfords Group plc for the 52 weeks to 28 March 2008
which comprise the Consolidated Income Statement,
the Consolidated Balance Sheet, the Consolidated
Cash Flow Statement, the Consolidated Statement of
Changes in Shareholders’ Equity and the related notes.
These Group financial statements have been prepared
under the accounting policies set out therein.

We have reported separately on the Company financial
statements of Halfords Group plc for the 52 weeks to
28 March 2008 and on the information in the Directors’
Remuneration Report that is described as having been
audited.

Respective responsibilities of Directors

and Auditors

The Directors’ responsibilities for preparing the Annual
Report and the Group financial statements in
accordance with applicable law and International
Financial Reporting Standards (IFRSs) as adopted by
the European Union are set out in the Statement of
Directors’ Responsibilities.

Our responsibility is to audit the Group financial
statements in accordance with relevant legal and
regulatory requirements and International Standards on
Auditing (UK and Ireland). This report, including the
opinion, has been prepared for and only for the
Company’s members as a body in accordance with
Section 235 of the Companies Act 1985 and for no
other purpose. We do not, in giving this opinion, accept
or assume responsibility for any other purpose or to
any other person to whom this report is shown or into
whose hands it may come save where expressly
agreed by our prior consent in writing.

We report to you our opinion as to whether the Group
financial statements give a true and fair view and whether
the Group financial statements have been properly
prepared in accordance with the Companies Act 1985
and Article 4 of the IAS Regulation. We also report to you
whether in our opinion the information given in the
Directors’ Report is consistent with the Group financial
statements. The information given in the Directors’
Report includes that specific information presented in the
Chairman’s Statement, the Business Review and the
Finance Director’s Report that is cross-referred from the
Business Review section of the Directors’ Report.

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

We review whether the Corporate Governance
Statement reflects the Company’s compliance with the
nine provisions of the Combined Code 2006 specified
for our review by the Listing Rules of the Financial
Services Authority, and we report if it does not. We are

not required to consider whether the Board’s
statements on internal control cover all risks and
controls, or form an opinion on the effectiveness of the
Group’s corporate governance procedures or its risk
and control procedures.

We read other information contained in the Annual
Report and consider whether it is consistent with the
audited Group financial statements. The other
information comprises only the Financial and
Operational highlights, the Chairman’s Statement, the
Business Review, the Finance Director’s Report, the
Directors’ Report, the unaudited part of the Directors’
Remuneration Report, the Corporate Governance
Statement, the Corporate Social Responsibility Report
and the Five Year Record. We consider the implications
for our report if we become aware of any apparent
misstatements or material inconsistencies with the
Group financial statements. Our responsibilities do not
extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with
International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the Group
financial statements. It also includes an assessment of
the significant estimates and judgements made by the
Directors in the preparation of the Group financial
statements, and of whether the accounting policies are
appropriate to the Group’s circumstances, consistently
applied and adequately disclosed.

We planned and performed our audit so as to obtain all
the information and explanations which we considered
necessary in order to provide us with sufficient
evidence to give reasonable assurance that the Group
financial statements are free from material
misstatement, whether caused by fraud or other
irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation of
information in the Group financial statements.

Opinion
In our opinion:

the Group financial statements give a true and fair
view, in accordance with IFRSs as adopted by the
European Union, of the state of the Group’s affairs
as at 28 March 2008 and of its profit and cash flows
for the 52 weeks then ended;

the Group financial statements have been properly
prepared in accordance with the Companies Act
1985 and Article 4 of the IAS Regulation; and

the information given in the Directors’ Report is
consistent with the Group financial statements.

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Birmingham
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INCOME STATEMENT

For the period 52 weeks to 52 weeks to
28 March 30 March

2008 2007

Notes £m £m

Revenue 797.4 744.0
Cost of sales (394.9) (367.9)

Gross profit 402.5 376.1
Operating expenses 2 (301.5) (282.6)
Operating profit 3 101.0 93.5
Finance costs 5 (13.5) (14.0)

Finance income 5 2.7 1.4

Profit before tax 90.2 80.9
Taxation 6 (26.2) (23.5)

Profit attributable to equity shareholders 64.0 57.4

Earnings per share

Basic 8 29.3p 25.8p|
Diluted 8 29.3p 25.6p|

All results relate to continuing operations of the Group.
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BALANCE SHEET

28 March 30 March
2008 2007
Notes £m £m
Assets
Non-current assets
Goodwill 9 253.1 253.1
Other intangible assets 9 3.7 4.7
Property, plant and equipment 10 116.2 107.5
Derivative financial instruments 18 —_ 1.3
373.0 366.6
Current assets
Inventories 11 151.6 141.6
Trade and other receivables 12 41.6 32.6
Derivative financial instruments 18 1.9 —
Cash and cash equivalents 13 10.0 24.8
205.1 199.0
Total assets 578.1 565.6
Liabilities
Current liabilities
Borrowings 15 (0.2) (18.3)
Derivative financial instruments 18 (0.3) 2.3)
Trade and other payables 14 (121.3) (113.5)
Current tax liabilities (12.3) (13.4)
Provisions 16 (2.0) (1.6)
(136.1) (144.1)
Net current assets 69.0 54.9
Non-current liabilities
Borrowings 15 (191.5) (191.5)
Derivative financial instruments 18 —_ 0.1)
Deferred tax liabilities 17 (1.0) 0.9
Accruals and deferred income — lease incentives (27.8) (25.9)
(220.3) (218.4)
Total liabilities (356.4) (362.5)
Net assets 221.7 203.1
Shareholders’ equity
Share capital 19 2.1 2.2
Share premium account 145.6 133.2
Capital redemption reserve 0.2 0.1
Retained earnings 73.8 67.6
Total equity 221.7 203.1

The notes on pages 73 to 92 are an integral part of these consolidated financial statements.

The financial statements on pages 62 to 92 were approved by the Board of Directors on 4 June 2008 and were signed on its

behalf by:
Nick Wharton Paul McClenaghan
Finance Director Director of Trading
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STATEMENT OF CHANGES IN SHAREHOLDERS’ EQUITY

Retained
Share Capital earnings
Share premium redemption (hedging Retained Total
capital account reserve reserve) earnings equity
£m £m £m £m £m £m
Balance at 31 March 2006 2.3 133.2 — (0.8) 67.8 202.5
Profit for the period — — — — 57.4 57.4
Purchase of own shares 0.1) — 0.1 — (30.0) (30.0)
Cash flow hedges:
Fair value losses in the period — — — (5.6) — (5.6)
Transfers to inventory — — — 3.5 — 3.5
Transfers to net profit:
Cost of sales — — — 1.2 — 1.2
Finance costs — — — 1.1 — 1.1
Employee share options — — — — 2.1 2.1
Tax on employee share options — — — — 0.4 0.4
Dividends — — — — (29.5) (29.5)
Balance at 30 March 2007 2.2 133.2 0.1 (0.6) 68.2 203.1
Profit for the period — — — — 64.0 64.0
Shares issued — 124 — — — 12.4
Purchase of own shares — share buy-back 0.1) — 0.1 — (80.3 (30.3)
Purchase of shares for Employee Trust — — — — 0.6 (0.6)
Cash flow hedges:
Fair value losses in the period — — — (1.2) — (1.2)
Transfers to inventory — — — 3.2 — 3.2
Transfers to net profit:
Cost of sales — — — 0.2 — 0.2
Finance costs — — — 1.2 — 1.2
Employee share options — — — — 1.0 1.0
Tax on employee share options — — — — 0.1 0.1
Dividends — — — — (31.4) (31.4)
Balance at 28 March 2008 2.1 145.6 0.2 2.8 71.0 221.7
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CASH FLOW STATEMENT

52 weeks to 52 weeks to
28 March 30 March

2008 2007
Notes £m £m
Cash flows from operating activities
Cash generated from operations | 111.6 112.6
Finance income received 2.9 1.0
Finance costs paid (12.3) 9.9
Taxation paid (27.1) (25.4)
Net cash generated from operating activities 75.1 78.9
Cash flows from investing activities
Purchase of intangible assets (1.7) 0.7)
Purchase of property, plant and equipment (25.0) (23.2)
Net cash used in investing activities (26.7) (28.9)
Cash flows from financing activities
Net proceeds from issue of ordinary share capital 12.4 —
Purchase of own shares (30.9) (30.0)
Repayment of bank borrowings —_ (144.0)
Proceeds from new bank borrowings —_ 180.0
Issue costs of new bank borrowings —_ (1.0
Finance lease principal payments (0.3) 0.3
Dividends paid to shareholders (31.4) (29.5)
Net cash used in financing activities (50.2) (24.8)
Net (decrease)/increase in cash, cash equivalents and bank overdrafts Il (1.8) 30.2
Cash, cash equivalents and bank overdrafts at the beginning of the period 11.8 (18.4)
Cash, cash equivalents and bank overdrafts at the end of the period 1] 10.0 11.8
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CASH FLOW STATEMENT

I. Cash generated from operations
For the period
52 weeks to 52 weeks to
28 March 30 March

2008 2007

£m £m

Operating profit 101.0 93.5
Depreciation — property, plant and equipment 19.2 19.2
Amortisation — intangible assets 2.2 1.7
Loss on sale of property, plant and equipment 0.4 0.2
Share option scheme charges 1.0 21
Fair value (gain)/loss on derivative financial instruments (0.5) 0.4
Increase in inventories (10.0) (14.4)
Increase in trade and other receivables (9.2) 2.8)
Increase in payables 7.1 12.3
Increase in provisions 0.4 0.4
111.6 112.6

Il. Analysis of movements in the Group’s net debt in the period

At Other At

30 March non-cash 28 March

2007 Cash flow changes 2008

£m £m £m £m

Cash in hand and at bank 24.8 (14.8) — 10.0
Bank overdraft (13.0) 13.0 — —
11.8 (1.8) — 10.0

Debt due within one year — — — —_
Debt due after one year (179.1) — 0.2) (179.3)
Total net debt excluding finance leases (167.3) (1.8) 0.2) (169.3)
Finance leases due within one year (0.3) 0.3 0.2) (0.2)
Finance lease due after one year (12.4) — 0.2 (12.2)
Total finance leases (12.7) 0.3 — (12.4)
Total net debt (180.0) (1.5 0.2) (181.7)

Non-cash changes relate to finance costs of £0.2m in relation to the amortisation of capitalised debt issue costs and changes in
classification between amounts due within and after one year.
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POLICIES

Basis of preparation

The consolidated financial statements of Halfords Group plc (“the Company”) and its subsidiary undertakings (together “the
Group”) are prepared under the historical cost convention, except where International Financial Reporting Standards (“IFRSs”)
require an alternative treatment. The principal variations relate to financial instruments (IAS39 “Financial instruments:
recognition and measurement”) and share-based payments (IFRS 2 “Share-based payment”).

The financial statements are prepared in accordance with IFRSs and International Financial Reporting Interpretations
Committee (“IFRIC”) interpretations as adopted by the European Union and with those parts of the Companies Act 1985
applicable to those companies reporting under IFRSs.

The accounts of the Group are prepared for the period up to the Friday closest to 31 March each year. Consequently, the
financial statements for the current period cover the 52 weeks to 28 March 2008, whilst the comparative period covered the
52 weeks to 30 March 2007.

The preparation of consolidated financial statements in conformity with Generally Accepted Accounting Principles requires the
use of accounting estimates and management to exercise its judgement in the process of applying the Group’s accounting
policies. These judgements and estimates are based on historical experience and management’s best knowledge of the
amounts, events or actions under review and the actual results may ultimately differ from these estimates. Areas involving a
higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the consolidated
financial statements, are, where necessary, disclosed separately.

Basis of consolidation

Subsidiaries

Subsidiaries are fully consolidated from the date on which control is transferred to the Group. They cease to be consolidated
from the date that the Group no longer has control. All subsidiaries have been consolidated.

Intercompany transactions, balances and unrealised gains on transactions between Group companies are eliminated on
consolidation. Unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the asset
transferred.

The financial statements of all subsidiaries are prepared to the same reporting date as the Company.

The principal subsidiary undertakings of the Company at 28 March 2008 are as follows:

Principal activity % Ownership
Halfords Holdings (2006) Limited Intermediate holding company 100
Halfords Holdings Limited Intermediate holding company 100
Halfords Finance Limited Intermediate holding company 100
Halfords Limited Retailing of auto parts, accessories, cycles and cycle accessories 100

Segmental reporting
The Group has one main business segment, which is retail, and one main geographical segment, which is the United Kingdom.
The business segmental reporting format reflects the Group’s management and internal reporting structure.

Income from overseas operations will be disclosed as separate business segments when their activities become material to
the Group.

Revenue recognition

Revenue comprises the fair value of the sale of goods and services to external customers, net of value added tax, rebates,
promotions and returns. Revenue is recognised on the sale of goods when the significant risks and rewards of ownership of
the goods have passed to the buyer and the amount of revenue can be measured reliably. Revenue on goods delivered is
recognised when the customer accepts delivery. The Group operates a variety of sales promotion schemes that give rise to
goods being sold at a discount to standard retail price. Revenue is adjusted to show sales net of all related discounts. A
provision for estimated returns is made, representing the profit on goods sold during the year, which will be returned and
refunded after the year end based on past experience. Revenue is reduced by the value of sales returns provided for during
the year.
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POL'C'ES continued

Exceptional items

Income or costs that are both material and non-recurring, whose significance is sufficient to warrant separate disclosure in the
financial statements, are referred to as exceptional items. These items are included and separately identified within their relevant
income statement category.

Foreign currency translation

Functional and presentation currency

The consolidated financial statements are presented in sterling, which is the Group’s functional and presentation currency. ltems
included in the financial statements of the Group’s entities are measured using the currency of the primary economic
environment in which the entity operates (the functional currency).

Transactions and balances

Transactions in foreign currencies are recorded at the exchange rate prevailing on the date of the transaction. At each balance
sheet date, monetary assets and liabilities denominated in foreign currencies are retranslated at the exchange rate prevailing at
the balance sheet date. Translation differences on monetary items are taken to the income statement with the exception of
differences on transactions that are subject to effective cash flow hedges.

Translation differences on non-monetary items are reported as part of the fair value gain or loss and are included in either equity
or the income statement as appropriate.

Share-based payments
The Group operates a number of equity-settled, share-based compensation plans.

The fair value of the employee services received under such schemes is recognised as an expense in the income statement. Fair
values are determined by use of an appropriate pricing model. The amount to be expensed over the vesting period is
determined by reference to the fair value of share incentives, excluding the impact of any non-market vesting conditions. Non-
market vesting conditions are included in assumptions about the number of share incentives that are expected to vest. At each
balance sheet date, the Group revises its estimates of the number of share incentives that are expected to vest. The impact of
the revision of original estimates, if any, is recognised in the income statement, with a corresponding adjustment to equity, over
the remaining vesting period.

Equity dividends
Final dividends are recognised in the Group’s financial statements in the period in which the dividends are approved by
shareholders. Interim equity dividends are recognised in the period they are paid.

Property, plant and equipment
Property, plant and equipment are held at cost less accumulated depreciation and any impairment in value.

Depreciation of property, plant and equipment is provided to write off the cost, less residual value, on a straight-line basis over
their useful economic lives as follows:

Leasehold premises with lease terms of 50 years or less are depreciated over the remaining period of the lease
Motor vehicles are depreciated over 3 years

Store fixtures are depreciated over the period of the lease to a maximum of 25 years

Fixtures, fittings and equipment are depreciated over 4 to 10 years according to the estimated life of the asset
Computer equipment is depreciated over 3 years

Land is not depreciated

Residual values, remaining useful economic lives and depreciation periods and methods are reviewed annually and adjusted if
appropriate.

Goodwill and intangible assets

Goodwill is the excess of the fair value of the consideration payable for an acquisition over the fair value of the Group’s share of
identifiable net assets acquired at the date of acquisition. Fair value is attributed to the identifiable assets, liabilities and
contingent liabilities that existed at the date of acquisition, reflecting their condition at that date. Adjustments are made where
necessary to bring the accounting policies of acquired businesses into alignment with those of the Group.

Goodwill on acquisition of subsidiaries is included in intangible assets. Goodwill is stated at cost less any impairment. Goodwill
is not amortised but is tested annually for impairment. An impairment charge is recognised for any amount by which the carrying
value of goodwill exceeds its fair value.
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The Group took the exemption available under IFRS 1 “First time adoption of International Financial Reporting Standards” for
business combinations occurring before 3 April 2004. The carrying value of goodwill at 2 April 2004 under UK GAAP was
deemed to be cost at 3 April 2004.

Costs that are directly associated with the production of identifiable and unique software products controlled by the Group, and
that will generate economic benefits beyond one year are recognised as intangible assets. These intangible assets are stated at
cost less accumulated amortisation and impairment losses. Software is amortised over three to five years depending on the
estimated useful economic life.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active
market. They arise when the Group provides money, goods or services directly to a debtor with no intention of trading the
receivable. They are included in current assets, except for those with maturities greater than 12 months after the balance sheet
date, which are classified as non-current assets. Loans and receivables are included in trade and other receivables in the
balance sheet and measured at amortised cost.

Accounting for derivative financial instruments and hedging activities
Derivatives are recognised at fair value on the date a contract is entered into and are subsequently remeasured at their fair value.

The Group uses the derivatives to hedge highly probable forecast transactions and therefore the instruments are designated as
cash flow hedges.

The Group documents the relationship between hedging instruments and hedged items at the hedge inception stage, as well as
its risk management objective and strategy for undertaking various hedge transactions. The Group also documents its
assessment, both at hedge inception and on an ongoing basis, of whether the derivatives that are used in hedging transactions
are highly effective in offsetting changes in fair value or cash flow hedged items.

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges are
recognised in equity. The gain or loss relating to the ineffective portion is recognised immediately in the income statement.

Amounts accumulated in equity are recycled in the income statement in the periods when the hedged item will affect profit or
loss (for instance when the forecast purchase that is hedged takes place). However, when the forecast transaction that is
hedged results in the recognition of a non-financial asset or liability, the gains and losses previously deferred in equity are
transferred from equity and included in the initial measurement of the cost of the asset or liability. When a hedging instrument
expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any cumulative gain or loss existing in
equity at that time remains in equity and is recognised when the forecast transaction is ultimately recognised in the income
statement. When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported in equity
is immediately transferred to the income statement.

The full fair value of a hedging derivative is classified as a non-current asset or liability if the remaining maturity of the hedged
item is more than twelve months and as a current asset or liability, if the remaining maturity of the hedged item is less than
twelve months.

Fair value estimation

The fair value of interest rate swaps is calculated as the present value of the estimated future cash flows. The fair value of
forward foreign exchange contracts is determined using forward exchange rates at the balance sheet date. The nominal value
less estimated credit adjustments of trade receivables and payables are assumed to approximate to their fair values.

Trade receivables
Trade receivables are recognised and carried at original invoice amount less provision for impairment.

A provision for impairment of trade receivables is established when there is objective evidence that the Group will not be able to
collect all amounts due according to the original terms of receivables. The amount of the provision is recognised in the income
statement.

Inventories
Inventories are valued at the lower of cost and net realisable value. Cost comprises the purchase cost of goods, adjusted for
rebates, and costs related to distribution.
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POL'C'ES continued

Impairment of assets

Intangible assets that are attributed an indefinite useful life are not subject to amortisation but are tested annually for
impairment. Other tangible and intangible assets that are subject to amortisation and depreciation are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the
higher of an asset’s fair value less costs to sell and value in use. For the purposes of assessing impairment, assets are grouped
at the lowest levels for which there are separately identifiable cash flows (cash-generating units). Each store is deemed to be a
cash-generating unit.

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks, other short-term highly liquid investments
with original maturities of three months or less and bank overdrafts. Bank overdrafts are shown within borrowings in current
liabilities on the balance sheet. For the purpose of the consolidated cash flow statement, cash and cash equivalents are as
defined above, net of outstanding bank overdrafts.

Borrowings and borrowing costs

All loans and borrowings are initially recognised at the fair value of the consideration received net of issue costs associated with
the borrowing. Borrowings are subsequently stated at amortised cost; any difference between the proceeds (net of transaction
costs) and the redemption value is recognised in the income statement over the period of the borrowings using the effective
interest method.

Borrowing costs are expensed in the period in which they are incurred, except for issue costs, which are amortised over the
period of the borrowing. Commitment fees on borrowings not drawn down are expensed in the period in which they are incurred.

Finance income and costs
Interest receivable/payable is credited/charged to the income statement using an effective interest method.

Basis of charge for taxation

The tax base of an asset is the amount that will be deductible for tax purposes against any taxable economic benefits that will
flow to an entity when it recovers the carrying amount of the asset. If those economic benefits will not be taxable, the tax base of
the asset is equal to its carrying amount.

The tax base of a liability is its carrying amount, less any amount that will be deductible for tax purposes in respect of that
liability in future periods. In the case of revenue which is received in advance, the tax base of the resulting liability is its carrying
amount, less any amount of the revenue that will not be taxable in future periods.

Deferred taxation

Deferred taxation is provided in full, using the liability method, on temporary differences arising between the tax bases of assets
and liabilities and their carrying amounts in the consolidated financial statements. However, if the deferred taxation arises from
initial recognition of an asset or liability in a transaction other than a business combination, that at the time of the transaction
affects neither accounting nor taxable profit or loss, it is not accounted for. Deferred taxation is calculated using rates that are
expected to apply when the related deferred asset is realised or the deferred taxation liability is settled.

Deferred taxation assets are recognised to the extent that it is probable that future taxable profit will be available against which
the temporary differences can be utilised.

Provisions
Provisions are recognised when:

the Group has a present legal or constructive obligation as a result of past events;
it is more likely than not that an outflow of resources will be required to settle the obligation; and
the amount can be reliably estimated.

Provisions are not recognised for future operating losses. Where there are a number of similar obligations, the likelihood that an
outflow will be required is determined by considering the class of obligations as a whole. A provision is recognised even if the
likelihood of an outflow with respect to any one item included in the same class of obligations may be small.

Where the Group expects a provision to be reimbursed, the reimbursement is recognised as a separate asset when the
reimbursement is certain.
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If the effect of the time value of money is material, provisions are determined by discounting the expected future cash flows at a
pre-tax rate that reflects current market assessments of the time value of money and, where appropriate, the risks specific to the
liability. Where discounting is used, the increase in the provision due to the passage of time is recognised as a finance cost.

Leases

Finance leases

Leases of property, plant and equipment where the Group has substantially all the risks and rewards of ownership are classified
as a finance lease. Finance leases are capitalised at the lease’s inception at the lower of the fair value of the leased property and
the present value of the minimum lease payments. Each lease payment is allocated between the liability and finance charges so
as to achieve a constant rate on the finance balance outstanding. The corresponding rental obligations, net of finance charges,
are included in other long-term payables. The interest element of the rental is charged to the income statement over the lease
period so as to produce a constant periodic rate of interest on the remaining balance of the liability for each period. Property,
plant and equipment acquired under finance leases are depreciated over the shorter of the useful life of the asset and its lease
term. In determining whether a lease is a finance lease, the building and land elements of the lease are reviewed separately.

Operating leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor are classified as operating
leases. Payments made under operating leases are charged to the income statement on a straight-line basis over the period of
the lease. The benefit of incentives from lessors is recognised on a straight-line basis over the term of the lease.

Landlord contributions

Contributions received from landlords in respect of the surrender of all or part of units previously occupied by the Group, that do
not represent an incentive for future rental commitments, are recognised in the income statement on the exchange of contracts
where there are no further substantial acts to complete. This income is netted off against selling and distribution costs.

Sublease income

The Group leases properties from which it no longer trades. These properties are often sublet to third parties. Rents receivable
are recognised by offsetting the income against rental costs accounted for within selling and distribution costs in the income
statement.

Pensions
Employees are offered membership of Halfords Pension Plan, a defined contribution pension arrangement. The costs of
contributions to the scheme are charged to the income statement in the period that they arise.

Estimates and judgements

The preparation of the consolidated financial statements requires management to make judgements, estimates and assumptions
that affect the application of policies and reported amounts of assets and liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience and various other factors that are believed to be reasonable under
the circumstances, the results of which form the basis of making judgements about the carrying value of assets and liabilities
that are not readily apparent from other sources. Actual results may differ from the estimates.

The judgement and key sources of estimation uncertainty that have a significant effect on the amounts recognised in the
financial statements are detailed below:

Impairment of assets

Goodwill and other assets are subject to impairment reviews based on whether current or future events and circumstances
suggest that their recoverable value may be less than their carrying value. Recoverable amount is based on a calculation of
expected future cash flows, which includes management assumptions and estimates of future performance. Details of the
assumptions used in the impairment review of goodwill are explained in note 9.

Allowances against the carrying value of inventories

The Group reviews the market value of and demand for its inventories on a periodic basis to ensure that recorded inventory is
stated at the lower of cost and net realisable value. In assessing the ultimate realisation of inventories, the Group is required to
make judgements as to future demand requirements and to compare these with the current or committed inventory levels.
Factors that could impact estimated demand and selling prices are the timing and success of product ranges.

Provisions

Provisions have been estimated for onerous leases and estimated sales returns. These provisions are estimates of the actual
costs of future cash flows and are dependent on future events. Any difference between expectations and the actual future
liability will be accounted for in the period when such determination is made.
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POL'C'ES continued

The following standards, amendments and interpretations became effective in the 52 weeks to 28 March 2008:

IFRS 7 “Financial instruments: disclosures” and the complementary amendment to IAS 1 “Presentation of financial statements
— capital disclosures”, introduces new disclosure requirements relating to financial instruments and does not have any impact
on the classification and valuation of the Group’s financial instruments. This standard has been adopted and adds to the Group’s
previous disclosures relating to financial instruments.

IFRIC 8, “Scope of IFRS 2” clarifies that the accounting standard IFRS 2 applies to arrangements where an entity makes share
based payments for apparently nil or inadequate consideration. This standard does not have any impact on the Group’s financial
statements.

IFRIC 10 “Interim financial reporting and impairment” prohibits the reversal of impairment losses recognised in an interim period
on goodwill and investments in equity instruments and in financial assets carried at cost. This standard does not have any
impact on the Group’s financial statements.

Interpretations effective in the 52 weeks to 28 March 2008 but not relevant to the Group’s operations:

The following interpretations to published standards are mandatory for adoption in the year ended 28 March 2008 but they are
not relevant to the Group’s operations:

— IFRIC 7 “Applying the restatement approach under IAS 29, Financial reporting in hyper-inflationary economies”; and
— IFRIC 9 “Re-assessment of embedded derivatives”.

Standards, amendments and interpretations to existing standards that are not yet effective and have not been early adopted by
the Group.

The following standards, amendments and interpretations to existing standards have been published but are not effective for the
periods presented and the Group has chosen not to early adopt:

IFRS 8 “Operating segments” (effective from 1 January 2009) — This standard replaces IAS 14 “Segment reporting” and aligns
the segment information on the same basis as that used for internal reporting purposes. The expected impact is still being
assessed in detail by management. As goodwill is allocated to groups of cash-generating units based on segment level, the new
standard may result in a reallocation of goodwill to any new segments. Management does not anticipate that this will result in
any material impairment to the goodwill balance.

Revised IAS 1 “Presentation of financial statements” (effective for annual periods beginning on or after 1 January 2009) — The
new standard requires “non-owner changes in equity” to be presented separately from owner changes in equity. The revised
IAS 1 also states that entities making restatements or reclassifications of comparative information will be required to present a
restated balance sheet at the beginning of the comparative period in addition to the current requirements. These revised
presentation and disclosure requirements are not anticipated to have an impact on the Group’s reported results.

The following standards, amendments to standards and interpretations have been published, are relevant to the Group, but are
not expected to have a material impact on the Group’s reported results or financial statements:

— IAS 23 (Amendment) “Borrowing costs”.

— Amendment to IFRS 2 “Share-based payments”.

— Amendment to IFRS 3 “Business combinations”.

— Amendment to IAS 27 “Consolidated and separate financial statements”.
— IFRIC 11 “IFRS 2 — Group and treasury share transactions”.

The following interpretations to existing standards have been published but are not relevant to the Group’s operations:
— IFRIC 12 “Service concession arrangements”.

— IFRIC 13 “Customer loyalty programmes”.

— IFRIC 14 “IAS 19 — The limit on a defined benefit asset, minimum funding requirements and their interaction”.
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FINANCIAL STATEMENTS

Segmental reporting

The Group has one main business segment, which is retail, and one main geographical segment, which is the United
Kingdom. The business segmental reporting format reflects the Group’s management and internal reporting structure.

Operating expenses
For the period

52 weeks to 52 weeks to
28 March 30 March
2008 2007
£m £m
Selling and distribution costs 256.7 240.1
Administrative expenses 44.8 42.5
301.5 282.6
Operating profit
For the period
52 weeks to 52 weeks to
28 March 30 March
2008 2007
£m £m
Operating profit is arrived at after charging/(crediting) the following
expenses/(incomes) as categorised by nature:
Operating lease rentals:
— plant and machinery 0.8 1.0
— property rents 74.8 70.9
— rentals receivable under operating leases (8.2) 9.8)
Landlord contributions (4.5) (4.5)
Loss on disposal of property, plant and equipment 0.4 0.2
Amortisation of intangible assets 2.2 1.7
Depreciation of:
— owned property, plant and equipment 18.5 18.6
— assets held under finance leases 0.7 0.6
Trade receivables impairment 0.1 0.2
Staff costs (see note 4) 116.5 109.8
Cost of inventories consumed in cost of sales 391.1 364.1

The total fees payable by the Group to PricewaterhouseCoopers LLP and their associates during the period was £0.3m

(2006: £0.5m) in respect of the services detailed below:

For the period 52 weeks to 52 weeks to

28 March 30 March

2008 2007

£°000 £'000

Fees payable for the audit of the Company’s accounts 33 28
Fees payable to PricewaterhouseCoopers LLP and their associates for other services:

The audit of the Company’s subsidiaries, pursuant to legislation 125 119

Other services supplied pursuant to such legislation 23 21

Other services relating to taxation 95 263

Fees in respect of the audit of Halfords Pension Plan 20 20

All other services 19 95

315 546
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FINANCIAL STATEMENTS continued

4.

Staff costs
For the period 52 weeks to 52 weeks to
28 March 30 March
2008 2007
£m £m
The aggregated remuneration of all employees including Directors comprised:
Wages and salaries 104.6 97.5
Social security costs 7.7 74
Share-based payment charge (note 20) 1.0 2.1
Other pension costs (note 22) 3.2 3.1
116.5 109.8
Number Number
Average number of persons employed by the Group during the period:
Stores 9,676 9,637
Central warehousing 197 205
Head office 544 483
10,417 10,325

Full details of Directors’ remuneration and interests are set out in the Directors’ Remuneration Report on pages 52 to 59

which form part of these financial statements.

Key management compensation

For the period 52 weeks to 52 weeks to
28 March 30 March

2008 2007

£m £m

Salaries and short-term benefits 2.0 2.2
Social security costs 0.3 0.3
Pensions 0.2 0.2
Share-based payment charge 0.3 0.5
2.8 3.2

Key management compensation includes the emoluments of the Board of Directors and the emoluments of the Halfords

Limited Management Board.
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Net finance costs

For the period 52 weeks to 52 weeks to
28 March 30 March
2008 2007
£m £m
Finance costs:

Bank borrowings (10.9) (10.0)
Amortisation of issue costs on loans (0.2) 0.3
Commitment and guarantee fees (0.2) 0.2)
Costs of forward foreign exchange contracts (1.2) —
Interest payable on finance leases (0.8) (0.9)
Interest payable on rent reviews (0.2) —
Finance costs before exceptional finance costs (13.5) (11.4)

Exceptional finance costs:
Accelerated amortisation of issue costs on loans’ —_ (1.5)
Swap close out costs? = (1.1)
—_ (2.6)
Finance costs (13.5) (14.0)
Finance income: Bank and similar interest 2.7 1.4
Net finance costs (10.8) (12.6)

T On 14 July 2006 the Group replaced its existing borrowings with a five-year term loan of £180m and a revolving credit
facility of £120m. As a consequence, a charge of £1.5m was made in respect of the accelerated amortisation of the

issue costs associated with the original borrowings.

2 On 29 September 2006 the Group closed out its existing interest rate swap at a cost of £1.1m. On the same date, the
interest on the £180m term loan was fixed for a three-month period. On 29 December 2006, the Group entered into a

new interest rate swap for £70m for the length of the new facility.
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FINANCIAL STATEMENTS continued

6.

Taxation
For the period 52 weeks to 52 weeks to
28 March 30 March
2008 2007
£m £m
Current taxation
UK corporation tax charge for the period 27.4 26.1
Adjustment in respect of prior periods (0.5) 0.4)
26.9 25.7
Deferred taxation
Origination and reversal of timing differences (0.6) 1.9
Adjustment in respect of prior periods (0.1) 0.3
(0.7) 2.2)
Total tax charge for the period 26.2 23.5

In addition to the above, a £0.9m (2007: £nil) current tax credit and a £0.8m (2007: £0.4m) deferred tax debit (2007: credit)
is recognised in reserves in relation to employee share options.

The tax charge is reconciled with the standard rate of UK corporation tax as follows:

For the period 52 weeks to 52 weeks to
28 March 30 March
2008 2007
£m £m
Profit before tax 90.2 80.9
UK corporation tax at standard rate of 30% (2007: 30%) 27.1 24.3
Factors affecting the charge for the period:
Depreciation on expenditure not eligible for tax relief 0.9 0.7
Employee share options 0.2 —
Impact of intra-Group financing (1.8) (1.4)
Other disallowable expenses 0.5 0.6
Change in deferred tax rate to 28% (0.1) —
Adjustment in respect of prior periods (0.6) 0.7)
Total tax charge for the period 26.2 23.5

The underlying tax rate was 31.7% (2007: 31.6%), principally due to the non-deductibility of depreciation charged on
capital expenditure in respect of mezzanine floors and other store infrastructure. The lower tax rate of 29.0% (2007:
29.0%) in this financial year is mainly due to the financing structure put in place as part of the refinance on 14 July 2006.
This benefit ceased on 15 November 2007.

Dividends

For the period 52 weeks to 52 weeks to
28 March 30 March
2008 2007
£m £m

Equity — ordinary shares
Final for the 52 weeks to 30 March 2007 — paid 9.5p (2007: 8.75p) 21.0 19.8
Interim — paid 4.75p (2007: 4.35p) 10.4 9.7
31.4 29.5

In addition, the Directors are proposing a final dividend in respect of the financial year ended 28 March 2008 of 10.35p
per share (2007: 9.50p per share), which will absorb an estimated £22.2m of shareholders’ funds. It will be paid on 30 July
2008 to shareholders who are on the register of members on 13 June 2008.
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Earnings per share

Basic earnings per share are calculated by dividing the earnings attributable to ordinary shareholders by the weighted
average number of ordinary shares in issue during the period. The weighted average number of shares excludes shares
held by an Employee Benefit Trust (see note 19) and has been adjusted for the issue/repurchase of shares during the

period.

For diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume conversion
of all dilutive potential ordinary shares. These represent share options granted to employees where the exercise price is

less than the average market price of the Company’s ordinary shares during the 52 weeks to 28 March 2008.

For the period 52 weeks to 52 weeks to
28 March 30 March

2008 2007

Number Number

m m

Weighted average number of shares in issue 219.3 223.8
Less: shares held by the Employee Benefit Trust (0.9) 0.9
Weighted average number of shares for calculating basic earnings per share 218.4 2229
Weighted average number of dilutive shares —_ 0.9
Total number of shares for calculating diluted earnings per share 218.4 223.8

The alternative measure of earnings per share is provided because it reflects the Group’s underlying performance by

excluding the effect of exceptional items.

For the period 52 weeks to 52 weeks to
28 March 30 March
2008 2007
£m £m
Basic earnings attributable to equity shareholders 64.0 57.4
Exceptional items:
Finance costs (see note 5) — 2.6
Tax on exceptional finance costs —_ 0.8)
Underlying earnings before exceptional items 64.0 59.2
Earnings per share is calculated as follows:
For the period 52 weeks to 52 weeks to
28 March 30 March
2008 2007
Basic earnings per ordinary share 29.3p 25.8p
Diluted earnings per ordinary share 29.3p 25.6p
Basic earnings per ordinary share before exceptional items 29.3p 26.6p
Diluted earnings per ordinary share before exceptional items 29.3p 26.5p
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FINANCIAL STATEMENTS continued

9.

Intangible assets

Computer Product
software rights Goodwill Total
£m £m £m £m
Cost
At 31 March 2006 8.8 0.2 274.8 283.8
Additions 0.7 — — 0.7
At 30 March 2007 9.5 0.2 274.8 284.5
Additions 1.2 — — 1.2
At 28 March 2008 10.7 0.2 274.8 285.7
Amortisation
At 31 March 2006 3.1 0.2 21.7 25.0
Charge for the period 1.7 — — 1.7
At 30 March 2007 4.8 0.2 21.7 26.7
Charge for the period 2.2 — — 2.2
At 28 March 2008 7.0 0.2 21.7 28.9
Net book value at 28 March 2008 3.7 —_ 253.1 256.8
Net book value at 30 March 2007 4.7 — 253.1 257.8

Included in computer software are internally generated assets of £0.8m (2007: £0.2m).

The goodwill arose on the acquisition of Halfords Holdings Limited by the Company on 31 August 2002. The goodwill
relates to a portfolio of sites, which have been allocated to groups of cash-generating units on a regional basis within the
UK according to the level at which management monitors that goodwill.

The recoverable amount of goodwill is determined based on “value-in-use” calculations. These calculations use cash flow
projections based on financial budgets approved by management covering a five-year period with growth no higher than
past experience and after consideration of all available information.

The key assumptions used to determine value-in-use of goodwill held at 28 March 2008 and 30 March 2007 are as
follows:

Note 2008 2007
Discount rate 1 12.6% 12.6%
Growth rate 2 0.0% 0.0%

Notes:
1. Pre-tax discount rate applied to the cash flow projections.
2. Growth rate used to extrapolate cash flows beyond the budget period.
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10. Property, plant and equipment

Payments on

Short account and
leasehold Fixtures, assets in
land and fittings and course of
buildings equipment construction Total
£m £m £m £m
Cost
At 31 March 2006 43.3 232.2 1.0 276.5
Additions 2.1 16.0 4.7 22.8
Disposals 0.1) (0.9) — (1.0
Reclassifications 0.2 0.2 (0.4) —
At 30 March 2007 45.5 247.5 5.3 298.3
Additions 2.0 26.0 0.3 28.3
Disposals (0.2) (1.8) 0.1) 2.1)
Reclassifications 0.3 4.8 (5.1) —
At 28 March 2008 47.6 276.5 0.4 324.5
Depreciation
At 31 March 2006 14.3 158.1 — 172.4
Depreciation for the period 2.0 17.2 — 19.2
Disposals — (0.8) — 0.8)
At 30 March 2007 16.3 174.5 — 190.8
Depreciation for the period 2.2 17.0 — 19.2
Disposals (0.1) (1.6) — (1.7)
At 28 March 2008 18.4 189.9 —_ 208.3
Net book value at 28 March 2008 29.2 86.6 0.4 116.2
Net book value at 30 March 2007 29.2 73.0 5.3 107.5
Included in the above are assets held under finance leases as follows:
Fixtures,
Land and fittings, and
buildings equipment Total
£m £m £m
As at 28 March 2008
Cost 12.7 0.8 135
Accumulated depreciation (2.0) 0.7) 2.7)
Net book value 10.7 0.1 10.8
As at 30 March 2007
Cost 12.7 0.8 13.5
Accumulated depreciation (1.5) (0.5) (2.0
Net book value 11.2 0.3 11.5
No fixed assets are held as security for external borrowings.
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FINANCIAL STATEMENTS continued

11.

12.

13.

14.

Inventories
2008 2007
£m £m
Finished goods for resale 151.6 141.6

Finished goods inventories include £5.8m (2007: £5.6m) of provisions to carry inventories at fair value less costs to sell
where such value is lower than cost. The Group did not reverse any unutilised provisions during the period.

Trade and other receivables
2008 2007
£m £m

Falling due within one year:
Trade receivables 4.8 3.8
Less: provision for impairment of receivables (0.1) 0.3
Trade receivables — net 4.7 3.5
Other receivables 10.3 8.5
Prepayments and accrued income 26.6 20.6
41.6 32.6

During the period the Group created a provision of £0.1m (2007: £0.2m) for the impairment of trade receivables and
utilised £0.3m (2007: £nil).

Cash and cash equivalents

2008 2007
£m £m
Cash at bank and in hand 10.0 24.8

Cash and bank overdrafts include the following for the purposes of the cash flow statement:
2008 2007
£m £m
Cash at bank and in hand 10.0 24.8
Bank overdrafts —_ (13.0)
10.0 11.8

The Group’s banking arrangements are subject to a netting facility whereby credit balances may be offset against the
indebtedness of other Group companies.

Trade and other payables — current
2008 2007
£m £m
Trade payables 59.3 65.1
Other taxation and social security payable 18.0 16.5
Other payables 9.1 0.8
Deferred income — lease incentives 3.4 3.0
Accruals and other deferred income 31.5 28.1
121.3 113.5
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15.

16.

Borrowings
Current 2008 2007
£m £m
Bank loans and overdrafts due within one year or on demand — unsecured —_ 13.0
Finance leases 0.2 0.3
0.2 13.3

Non-current
Bank loan — unsecured 179.3 1791
Finance leases 12.2 12.4
191.5 1915

The above borrowings are stated net of unamortised issue costs of £0.7m (2007: £0.9m).

The Group completed a debt refinancing exercise on 14 July 2006. The debt facility now comprises a £180m five-year
non amortising loan, maturing with bullet repayment on 13 July 2011 and a £120m revolving credit facility. This facility is

underwritten by The Royal Bank of Scotland Group plc and the syndication Group allocations were effected from
29 September 2006.

The term loan attracts interest rate of LIBOR plus a fixed margin of 0.45%, and the rate is set biannually. An interest rate
swap is in place for £70m and mirrors the biannual rate setting of the term loan facility. The revolving credit facility permits
further borrowings to a maximum of £120m. This facility matures on 13 July 2011 and drawings under the facility attract

interest at LIBOR plus 0.45%-0.50% dependent upon covenant fulfiiment.

Provisions
Vacant

property Returns Total
£m £m £m
At 30 March 2007 0.7 0.9 1.6
Charged during the period 0.9 0.9 1.8
Utilised during the period (0.5) 0.9) (1.4)
At 28 March 2008 1.1 0.9 2.0

Both of the above provisions are classified as current as they are expected to be utilised in the next financial year.

Provisions include a vacant property provision of £1.1m (2007: £0.7m) and a provision of £0.9m (2007: £0.9m) in respect

of estimated sales returns. The vacant property provision represents recognition of the net costs arising from vacant

properties and sub-let properties.
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FINANCIAL STATEMENTS continued

17. Deferred tax

Deferred tax is calculated in full on temporary differences under the liability method using a tax rate of 28% (2007: 30%).
The change in the UK tax rate effective from 1 April 2008 resulted in a £0.1m (2007: £nil) credit to the income statement,
see note 6.

2008 2007
£m £m

The movement on the deferred taxation provision is shown below:
At the beginning of the period 0.9 3.5
Income statement credit (note 6) (0.7) 2.2)
Debit/(credit) to equity 0.8 (0.4)
At the end of the period 1.0 0.9

Deferred tax assets and liabilities are only offset where there is a legally enforceable right of offset and there is an
intention to settle the balances net.

Deferred tax liabilities:
Accelerated tax
depreciation

£m

At 31 March 2006 (8.4)

Credit to the income statement 0.5

At 30 March 2007 (7.9)

Credit to the income statement 0.7

At 28 March 2008 (7.2)

Deferred tax assets:

Provisions

and share

options

£m

At 31 March 2006 4.9

Credit to the income statement 1.7

Credit to equity 0.4

At 30 March 2007 7.0

Debit to equity 0.8)

At 28 March 2008 6.2
Net deferred tax liability

At 28 March 2008 (1.0)

At 30 March 2007 (0.9)
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18. Financial instruments and related disclosures

Treasury policy
The Group’s treasury department’s main responsibilities are to:

Ensure adequate funding and liquidity for the Group;

Manage the interest risk of the Group’s debt;

Invest surplus cash;

Manage the clearing bank operations of the Group, and

Manage the foreign exchange risk on its non-sterling cash flows.

Treasury activities are delegated by the Board to the Finance Director (“FD”). The FD controls policy and performance
through the line management structure to the Group Treasurer and by reference to the Treasury Committee. The Treasury
Committee meets regularly to monitor the performance of the Treasury function. Monthly Treasury Reports provide
management information relating to treasury activity.

Policies for managing financial risks are governed by Board approved policies and procedures, which are reviewed on an
annual basis.

The Group’s debt management policy is to provide an appropriate level of funding to finance the Business Plan over the
medium term at a competitive cost and ensure flexibility to meet the changing needs of the Group. The Group has a
syndicated five-year term facility totalling £300m that provides the Group with committed bank facilities until July 2011.

The key risks that the Group faces from a treasury perspective are as follows:

Financial risk

The Business Plan and cash flow forecasts are subject to key assumptions such as interest rates and the significance of
these risks is dependent upon the level of Earnings Before Interest, Tax, Depreciation and Amortisation (“EBITDA”) and
the strength of the balance sheet.

Interest rate risk

The Group’s policy aims to manage the interest cost of the Group within the constraints of the Business Plan and its
financial covenants. The aim is to reduce exposure to the effect of interest rates movements by hedging at least 40% of
the following period’s net interest rate exposure, whilst maintaining the flexibility to minimise early termination costs.

Foreign currency risk

The Group has a significant transaction exposure with increasing, direct source purchases of its supplies from the Far
East, with most of the trade being in US dollars. The Group’s policy is to manage the foreign exchange transaction
exposures of the business to ensure the actual costs do not exceed the budget costs by 10% (excluding increases in the
base cost of the product). The Group does not hedge either economic exposure or the translation exposure arising from
the profits, assets and liabilities of non-sterling businesses whilst they remain immaterial.

During the 52 weeks to 28 March 2008, the foreign exchange management policy was to hedge between 75% and 80%
of the material foreign exchange transaction exposures on a rolling 15-month basis. Hedging is performed through the
use of foreign currency bank accounts, spot rates and forward foreign exchange contracts.

Credit risk

The Group’s policy is to minimise the risk that foreign exchange and interest rate derivative counterparties, the holders of
surplus cash and the providers of debt will be unable to fulfil their obligations and also, in the case of lenders, unwilling to
extend the loan facilities when they expire. The Group ensured that such counterparties used for credit transactions held
at least an A credit rating at the time of syndication (July 2006). Ancillary business, in the main, is directed to the eight
banks within the syndicated Group.

The Treasurer is responsible for determining creditworthiness of each counterparty, based on the overall financial strength
of the counterparty. The counterparty credit risk is reviewed in the Treasury report, which is forwarded to the Treasury
Committee and the Treasurer reviews credit exposure on a daily basis.
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FINANCIAL STATEMENTS continued

18. Financial instruments and related disclosures continued
Liquidity risk
The Group ensures that it has sufficient cash or loan facilities to meet all its commitments when required. The Group
ensures that there is sufficient cash or working capital facilities to meet the cash requirements of the Group for the current
Business Plan. The minimum liquidity level is currently set at £30.0m.

Forecast liquidity is reviewed each month by the Treasurer to determine whether there are sufficient credit facilities to
meet forecast requirements.

Covenants are monitored on a regular basis to ensure there are no significant breaches, which would lead to an “Event of
Default”. Calculations are submitted at least biannually to the syndication agent. Reporting on covenant compliance
forms part of the Treasury Report. There have been no breaches of covenants during the reported periods.

Capital risk management

The Group’s objectives when managing capital are to safeguard the Group’s ability to continue as a going concern in
order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure
to reduce the cost of capital.

In order to maintain or adjust the capital structure, the Group may adjust the amount of dividends paid to shareholders,
return capital to shareholders, issue new shares or sell assets to reduce debt. Since June 2006, the Group has managed
its capital partly through a share buy-back scheme, details of which are given in note 19.

The Group manages capital by operating within debt ratios. These ratios are lease adjusted net debt to EBITDA and fixed
charge cover. Lease adjusted net debt is calculated as being net debt and leases capitalised at eight times, as a multiple
of EBITDA plus operating lease charges. Fixed charge cover is calculated as being EBITDA plus operating lease charges
as a multiple of interest and operating lease charges.

The following table is a comparison by category of the carrying amounts and the fair values of the Group’s financial
assets and financial liabilities at 28 March 2008 and 30 March 2007.

2008 2008 2007 2007
Carrying Fair Carrying Fair
value value value value
£m £m £m £m
Cash and cash equivalents 10.0 10.0 24.8 24.8
Loans and receivables:
Trade and other receivables 7.1 7.1 5.1 5.1
Held at fair value:
Derivatives designated as accounting hedges
Interest rate swap —_ —_ 1.3 1.3
Forward contracts 1.9 1.9 — —
Total financial assets 19.0 19.0 31.2 31.2
Financial liabilities measured at amortised cost:
Short-term borrowings — —_ (13.0) (13.0)
Long-term borrowings (179.3) (179.3) (179.1) (179.1)
Finance leases (12.4) (12.4) (12.7) (12.7)
Trade and other payables (94.7) (94.7) (89.6) (89.6)
Provision for vacant property (1.1) (1.1) 0.7) 0.7)
Held at fair value
Derivatives designated as accounting hedges
Forward contracts (0.3) (0.3) (2.4) 2.4)
Total financial liabilities (287.8) (287.8) (297.5) (297.5)
Net financial liabilities (268.8) (268.8) (266.3) (266.3)
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18. Financial instruments and related disclosures continued

Fair value assumptions
Trade receivables, trade payables The fair value on these items approximate to their carrying value.
and finance lease obligations

Short-term deposits and borrowings  The fair value of short-term deposits, loans and overdrafts approximates to the
carrying amount because of the short maturity of these instruments.

Long-term borrowings The fair value of bank loans and other loans approximates to the carrying value
reported in the balance sheet as the majority are floating rate where payments
are reset to markets rates at intervals of less than one year.

Forward currency contracts The fair value of forward currency contracts are calculated by using the closing
spot rate and respective forward points as of the balance sheet date and
comparing this to the outright contract rate.

Interest rate swaps The fair value of interest rate swaps are calculated by taking the closing UK
market rate for the outstanding period and comparing this to the outright
contract rate.

Trade and other receivables

The following table reconciles trade and other receivables which fall within the scope of IAS 39 to the relevant balance
sheet amounts. Other assets include prepayments and accrued income which are outside the scope of IAS 39. The
financial assets are non-interest bearing.

2008 2007

£m £m

Trade and other receivables 41.6 32.6
Analysed as:

Financial assets in the scope of IAS 39 7.1 5.1

Other assets 34.5 27.5

41.6 32.6

The following table shows the age of such financial assets which are past due and for which no provision for bad or
doubtful debts has been raised:

2008 2007

£m £m

Past due by 1-30 days 0.8 1.1
Past due by 31-90 days 0.4 0.2
Past due by 91-180 days 0.2 0.2
1.4 1.5

The Group has not raised bad or doubtful debt provisions against these amounts as they are considered to be
recoverable based on previous trading history.
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18. Financial instruments and related disclosures continued

Trade and other payables and other non-current liabilities

The following table reconciles trade and other payables which fall within the scope of IAS 39 to the relevant balance sheet
amounts. Other liabilities include deferred income, lease incentives and tax and social security which are outside the
scope of IAS 39. The financial liabilities are non-interest bearing.

2008 2007

£m £m

Trade and other payables 121.3 113.5
Analysed as:

Financial liabilities in the scope of IAS 39 94.7 89.6

Other liabilities 26.6 23.9

121.3 113.5

Sensitivity analysis

Financial instruments affected by market risk include borrowings, deposits, trade payables and derivative financial
instruments. The following analyses are intended to illustrate the sensitivity of such financial instruments to changes in
relevant foreign exchange and interest rates.

Foreign exchange sensitivity

The table below shows the Group’s sensitivity to foreign exchange rates on its US dollar financial instruments, the major
currency in which the Group’s financial instruments are denominated. The Group has considered the movement in the US
dollar over the last two years and has concluded that 5% is a reasonable benchmark.

2008 2007

Increase/ Increase/

(decrease) (decrease)

in equity in equity

£m £m

5% appreciation of the US dollar 4.7 3.7
5% depreciation of the US dollar (4.3) 8.9

There are no material movements in the income statement. The movements in equity relates to the fair value movements
on the Group’s forward contracts that are used to hedge future stock purchases.

It should be noted that the sensitivity analysis reflects the impact on income and equity on financial instruments held
at the balance sheet date. It does not reflect changes in revenue or costs that may result from changing interest or
exchange rates.

Interest rate sensitivity
The table below shows the Group’s sensitivity to interest rates on its interest rate swap.

2008 2008 2007 2007

Increase in Reduction Increase in Reduction

finance cost in equity finance cost in equity

£m £m £m £m

1% increase in sterling interest rates (1.1) (1.8) (1.1) (1.8)

A 1% decrease in interest rates would have an equal and opposite effect.

The movement in equity includes the fair value movement on the fixed leg of the Group’s interest rate swap. The
movement in the income statement reflects the effect on finance costs on the unhedged borrowings of the Group as
shown in the table below.

Interest rate movements on deposits, obligations under finance leases, trade payables, trade receivables, and other
financial instruments do not present a material exposure to the Group’s balance sheet.
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18. Financial instruments and related disclosures continued
The exposure of bank borrowings to interest rate changes when borrowings reprice is as follows:

1 year 1-5 years Total

£m £m £m

Total borrowings as at 28 March 2008 179.3 —_ 179.3
Effect of interest rate swaps (70.0) 70.0 —
109.3 70.0 179.3

1 year 1-5 years Total

£m £m £m

Total borrowings as at 30 March 2007 192.1 — 1921
Effect of interest rate swaps (70.0) 70.0 —
1221 70.0 192.1

The following is an analysis of the anticipated contractual cash flows including interest payable for the Group’s non-
derivative financial liabilities on an undiscounted basis. Interest is calculated based on debt held at the 28 March 2008
(80 March 2007) and is estimated using the prevailing interest rate at the balance sheet date.

2008 2008 2008 2008 2008

Trade and Vacant

Bank Finance other property
borrowings leases payables provision Total
£m £m £m £m £m
Due less than one year 11.0 1.0 94.7 1.1 107.8
Expiring between 1 and 2 years 11.2 1.0 —_ —_ 12.2
Expiring between 2 and 5 years 196.9 3.1 —_ —_ 200.0
Expiring after 5 years —_ 18.0 —_ —_ 18.0
219.1 23.1 94.7 1.1 338.0
2007 2007 2007 2007 2007

Trade and Vacant

Bank Finance other property
borrowings leases payables provision Total
£m £m £m £m £m
Due less than one year 23.8 1.1 89.6 0.7 115.2
Expiring between 1 and 2 years 11.0 1.0 — — 12.0
Expiring between 2 and 5 years 208.1 3.1 — — 211.2
Expiring after 5 years — 19.0 — — 19.0
2429 24.2 89.6 0.7 357.4

The contractual obligations under finance leases includes £10.7m (2007: £11.5m) of future finance charges to arrive at the
present value of finance lease liabilities of £12.4m (2007: £12.7m).
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18. Financial instruments and related disclosures continued

The following table provides an analysis of the anticipated contractual cash flows for the Group’s forward currency
contracts. Cash flow receivable in foreign currencies are translated using spot rates as at 28 March 2008 (30 March 2007).

2008 2007

Receivables Payables Receivables Payables

£m £m £m £m

Due less than one year 80.6 (79.9) 61.1 (63.3)
Expiring between 1 and 2 years 9.2 (9.5) 8.6 (8.6)
89.8 (89.4) 69.7 (71.9)

Cash flow hedges

Forward currency contracts

Forward dated foreign exchange contracts are undertaken to hedge known exposure to foreign purchases in US dollars.
The fair value of such derivatives are shown in the table on page 84.

Interest rate swap

The term loan of £180.0m attracts interest of LIBOR plus a fixed margin of 0.45% and the rate is set biannually. An
interest rate swap for £70.0m has been undertaken to fix an element of the interest rate exposure on the term loan. The
fair value of the swap is shown in the table on page 84.

Borrowing facilities
The Group has the following undrawn committed borrowing facilities available during the period in respect of which all
conditions precedent had been met at that date:

2008 2007

£m £m

Expiring within 1 year 1.0 1.0
Expiring between 2 and 5 years 120.0 120.0
121.0 121.0

The facilities expiring within one year were annual facilities subject to review at various dates during the period. The
facility of £120.0m relates to the Groups’ revolving credit facility were arranged to help finance the proposed expansion of
the Group’s activities. All these facilities incurred commitment fees at market rates.
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19.

20.

Equity share capital

2008 2008 2007 2007

Number Number
Ordinary shares of 1p each: of shares £000 of shares £000
Authorised 295,000,000 2,950 295,000,000 2,950
Allotted, called up and fully paid 214,348,661 2,143 219,046,537 2,190

Allotted, called up and fully paid share capital decreased during the period due to the Company’s share repurchase
programme. During the period the Company acquired 9,453,738 (2007: 9,003,956) shares at a cost of £30.3m (2007:
£30.0m). Distributable reserves have been reduced by £30.3m (2007: £30.0m), being the consideration paid for the
shares.

The Company’s share capital increased by 3,888,848 shares (2007: 22,750 shares) due to the exercise by employees of
share options at £2.60 under the 2004 Halfords Share Option Scheme. In addition, a further 867,014 (2007: nil) options
were exercised at £2.65 by members of the 2004 Halfords Sharesave Scheme. In total, the Company received proceeds
of £12.4m from the exercise of these share options.

Interest in own shares

At 28 March 2008 the Company held in Trust 1,114,374 (2007: 877,498) of its own shares with a nominal value of £11,144
(2007: £8,774). The Trust has waived any entitlement to the receipt of dividends in respect of its holding of the Company’s
ordinary shares. In the period the trust acquired 236,876 of shares at a cost of £0.6m. Distributable reserves have been
reduced by £0.6m, being the cost of these shares.

The market value of these shares at 28 March 2008 was £3.3m (2007: £3.4m).

Share-based payments
At present the Group has three share award plans:

1. Halfords Company Share Option Scheme (“CSOS”)
2. Halfords Sharesave Scheme (“SAYE”)
3. The Long-Term Incentive Plan (“LTIP”)

1. Halfords Company Share Option Scheme

The CSOS was introduced in June 2004 and the Company has made annual grants since. Options are granted with a
fixed exercise price equal to the market price of the shares under option at the date of grant. The contractual life of an
option is 10 years.

Options granted will become exercisable on the third anniversary of the date of grant, subject to the achievement of a
three year performance condition. For grants up to 150% of basic salary the options can only be exercised if the increase
in earnings per share (“EPS”) over the period is not less than the increase in the Retail Price Index (“RPI”) plus 5% per
year for the 2005 scheme and 3.5% for options granted in 2006 and 2007 respectively. In the case of grants in excess of
150% of basic salary, the excess can only be exercised in full if the increase is not less than RPI plus 10% per year. For
increases in excess of 6% but less than 10%, a proportion of the option in excess of 150% of salary can be exercised.
Exercise of an option is subject to continued employment.

The expected volatility is based on historical volatility of a peer group of companies since the IPO in June 2004. The
expected life is the average expected period to exercise. The risk-free rate of return is the yield on zero-coupon UK
government bonds.
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FINANCIAL STATEMENTS continued

20. Share-based payments continued
Options were valued using the Black—-Scholes option-pricing models. No performance conditions were included in the fair
value calculations. The fair value per option granted and the assumptions used in the calculations were as follows:

12 July 6 July 13 July 2 June
Grant date 2007 2006 2005 2004
Share price at grant date £3.9875 £3.010 £2.955 £2.600
Exercise price £3.9875 £3.010 £2.955 £2.600
Number of employees 673 36 42 3,598
Shares under option 1,600,591 252,000 294,000 6,556,953
Vesting period (years) 3 3 3 3
Expected volatility 23% 35% 37% 40%
Option life (years) 10 10 10 10
Expected life (years) 4.85 4.85 4.85 3.85
Risk-free rate 5.67% 4.70% 4.68% 4.68%
Expected dividend yield 4.10% 4.00% 4.00% 4.00%
Possibility of ceasing employment before vesting 32% 32% 32% 34%
Expectations of meeting performance criteria 100% 100% 100% 100%
Fair value per option £0.75 £0.77 £0.79 £0.70
Number of options outstanding at 28 March 2008 1,555,589 231,000 224,000 328,950

2. Halfords Sharesave Scheme

The SAYE is open to all employees with eligible employment service. Options may be exercised under the scheme if the
option holder completes his saving contract for a period of three years and then not more than six months thereafter.
Special provisions allow early exercise in the case of death, injury, disability, redundancy, retirement or because the
Company or business which employs the option holder is transferred out of the Group, or in the event of a change in
control, reconstruction or winding-up of the Company.

The fair value per option granted and the assumptions used in the calculations were as follows:

7 August 1 August 11 August 7 June
Grant date 2007 2006 2005 2004
Share price at grant date £4.02 £3.01 £3.07 £2.65
Exercise price £3.22 £3.01 £3.07 £2.65
Number of employees 1,064 343 573 1,561
Shares under option 929,890 173,558 269,037 1,364,861
Vesting period (years) 3 3 3 3
Expected volatility 22% 22% 36% 39%
Option life (years) 3 3 3 3
Expected life (years) 3.5 3.5 3.5 3.5
Risk-free rate 5.54% 4.75% 4.68% 4.68%
Expected dividend yield 4.10% 4.10% 4.00% 4.00%
Possibility of ceasing employment before vesting 44% 44% 53% 36%
Expectations of meeting performance criteria 100% 100% 100% 100%
Fair value per option £1.01 £0.44 £0.81 £0.65
Number of options outstanding at 28 March 2008 799,504 115,333 148,600 4,631
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20. Share-based payments continued

3. The Long-Term Incentive Plan

The introduction of a Long-Term Incentive Plan (“LTIP”) was approved at the Annual General Meeting in August 2005
awarding the executive Directors and certain senior management conditional rights to receive shares. To date, three

schemes have been approved for 2005, 2006 and 2007.

The extent to which such rights vest will depend upon the Company’s performance over the three-year period following
the award date. The vesting of 50% of the awards will be determined by the Company’s relative total shareholder return
(“TSR”) performance and the vesting of the other 50% by the Company’s absolute EPS performance against RPI. The
Company’s TSR performance will be measured against the FTSE 350 general retailers as a comparator group. No

retesting will be permitted.

The TSR element of the options granted under the 2007 scheme have been valued using a model developed by Deloitte.
The Deloitte model uses the Group’s share price volatility, the correlation between comparator companies and the vesting
schedule attaching to the LTIP tranche rather than generating a large number of simulations of share price and TSR
performance to determine the fair value of the award using a Monte Carlo model. For the 2005 and 2006 schemes the
TSR element of the options were valued using a Monte Carlo simulation option pricing model. The fair value per option

granted and the assumptions used in the calculation were as follows:

12 July
Grant date 2007
Share price at grant date £4.02
Number of employees 21
Shares under option 539,893
Vesting period (years) 3
Expected volatility 22%
Option life (years) 3
Expected life (years) 3
Expected dividend yield 4.10%
Possibility of ceasing employment before vesting 30%
Expectations of meeting performance criteria 100%
Fair value per option £2.69
Number of shares outstanding 28 March 2008 421,943

11 July 8 August
2006 2005
£3.01 £3.07

18 17
596,908 537,417
3 3

22% 31%

3 3

3 3
4.25% 4.00%
30% 30%
100% 50%
£1.82 £2.19

385,657 342,427

As the LTIP awards have a nil exercise price the risk-free rate of return does not have any effect on the estimated fair

value and therefore is excluded from the above table.

A reconciliation of option movements for the CSOS, SAYE and LTIP performance plans over the year to 28 March 2008 is

shown below:
28 March 2008

30 March 2007

Weighted Weighted

average average

Number exercise Number exercise

(000) price (000) price

Outstanding at start of year 7,455 2.71 7,819 2.67
Granted 3,070 3.76 1,029 3.01
Forfeited (553) 3.23 (171) 3.04
Exercised (4,756) 2.61 (28) 2.61
Lapsed (658) 2.79 (1,194) 2.64
Outstanding at end of year 4,558 3.44 7,455 2.71
Exercisable at end of year 334 0.70 — —
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20.

21.

22,

23.

24,

Share-based payments continued
28 March 2008 30 March 2007

Weighted Weighted

average Weighted average average Weighted average

exercise Number remaining life (years) exercise Number remaining life (years)
price of shares Expected Contractual price of shares Expected  Contractual
£2.60 329 1.0 6.2 £2.60 4,709 0.8 7.2
£2.65 5 0.0 0.0 £2.65 931 0.3 0.6
£2.95 224 0.0 0.8 £2.95 259 1.3 1.8
£3.01 346 1.5 1.8 £3.01 406 2.5 2.8
£3.07 149 1.0 1.0 £3.07 185 1.5 2.0
£3.22 799 2.5 2.8 — — — —
£3.99 1,556 2.5 2.8 — — — —
£0.00 1,150 0.1 0.9 £0.00 965 1.7 1.7

The weighted average share price during the period for options exercised was £2.61 (2007: £2.61). The total charge for
the year relating to employee share-based payment plans was £1.0m (2007: £2.1m), all of which related to equity-settled
share based payment transactions.

Commitments
2008 2007
£m £m
Capital expenditure: Contracted but not provided 1.5 2.8

At 28 March 2008, the Group was committed to making payments in respect of non-cancellable operating leases in the
following periods:

Land and Other Land and Other

buildings assets buildings assets

2008 2008 2007 2007

£m £m £m £m

Within one year 77.7 0.6 73.7 0.6
Later than one year and less than five years 302.3 0.7 288.8 0.5
After five years 437.3 —_ 446.0 —
817.3 1.3 808.5 1.1

The operating lease commitments are shown before receipts of sub-let income.

Pensions

Employees are offered membership of the Halfords Pension Plan, a defined contribution pension arrangement. The costs
of contributions to the scheme are charged to the income statement in the period that they arise. The contributions to the
scheme for the period amounted to £3.2m (2007: £3.1m) representing 3% of pensionable salaries for new employees and
5% to 12% of pensionable salaries for employees who transferred from the Boots Group pension scheme, plus a further

2% to 7% for employees whose earnings are above the upper earning threshold.

Contingent liabilities

The Group’s banking arrangements include the facility for the bank to provide a number of guarantees in respect of
liabilities owed by the Group during the course of its trading. In the event of any amount being immediately payable under
the guarantee, the bank has the right to recover the sum in full from the Group. The total amount of guarantees in place at
28 March 2008 amounted to £2.9m (2007: £3.2m).

The Group’s banking arrangements are subject to a netting facility whereby credit balances may be offset against the
indebtedness of other Group companies.

Post-balance sheet events

On 2 April 2008, the Company entered into an agreement with its brokers to buy back shares in the closed period. The
agreement was capped at £9m. At the date of signing of the report the Company had acquired 3,068,292 of shares at a
total cost of £8.6m.
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RECORD

53 weeks 52 weeks 52 weeks 52 weeks 52 weeks
to to to to to
2 April 1 April 31 March 30 March 28 March
2004 2005 2006 2007 2008
£m £m £m £m £m
UK GAAP IFRS IFRS IFRS IFRS
Revenue 578.6 628.4 681.7 744.0 797.4
Cost of sales (271.6) (292.0) (335.0) (367.9) (394.9)
Gross profit 307.0 336.4 346.7 376.1 402.5
Operating expenses (244.1) (247.1) (257.6) (282.6) (301.5)
Operating profit before exceptional items
and goodwill amortisation 76.6 89.5 89.1 93.5 101.0
Goodwill amortisation (13.7) — — — —_
Exceptional items — (0.2) — — —_
Operating profit 62.9 89.3 89.1 93.5 101.0
Profit on sale of fixed assets 6.4 — — — —_
Net finance costs (44.1) (15.0) (12.1) (12.6) (10.8)
Profit before tax 25.2 74.3 77.0 80.9 90.2
Taxation (14.3) (23.2) (23.4) (23.5) (26.2)
Profit attributable to equity shareholders 10.9 51.1 53.6 57.4 64.0
Basic earnings per share 6.7p 23.7p 23.6p 25.8p 29.3p
Basic earnings per share before goodwill amortisation
and exceptional items 16.1p 23.7p 23.6p 26.6p 29.3p

In June 2004, Halfords Group plc listed on the London Stock Exchange. Consequently, the results across the periods reflect
the differences in the capital and financing structure of the Group.

An analysis of the main differences between UK GAAP and IFRS are detailed in note 25 to the 2006 Annual Report and

Accounts.
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TO THE MEMBERS OF HALFORDS GROUP PLC (“the Company”)

We have audited the Company financial statements of
Halfords Group plc for the 52 weeks to 28 March 2008
which comprise the Company Balance Sheet and the
related notes. These Company financial statements
have been prepared under the accounting policies set
out therein. We have also audited the information in the
Directors’ Remuneration Report that is described as
having been audited.

We have reported separately on the Group financial
statements of Halfords Group plc for the 52 weeks to
28 March 2008.

Respective responsibilities of Directors

and Auditors

The Directors’ responsibilities for preparing the Annual
Report, the Directors’ Remuneration Report and the
Company financial statements in accordance with
applicable law and United Kingdom Accounting
Standards (United Kingdom Generally Accepted
Accounting Practice) are set out in the Statement of
Directors’ Responsibilities.

Our responsibility is to audit the Company financial
statements and the part of the Directors’ Remuneration
Report to be audited in accordance with relevant legal
and regulatory requirements and International
Standards on Auditing (UK and Ireland). This report,
including the opinion, has been prepared for and only
for the Company’s members as a body in accordance
with Section 235 of the Companies Act 1985 and for
no other purpose. We do not, in giving this opinion,
accept or assume responsibility for any other purpose
or to any other person to whom this report is shown or
into whose hands it may come save where expressly
agreed by our prior consent in writing.

We report to you our opinion as to whether the
Company financial statements give a true and fair view
and whether the Company financial statements and the
part of the Directors’ Remuneration Report to be
audited have been properly prepared in accordance
with the Companies Act 1985. We also report to you
whether in our opinion the information given in the
Directors’ Report is consistent with the Company
financial statements. The information given in the
Directors’ Report includes that specific information
presented in the Chairman’s Statement, the Business
Review and the Finance Directors’ Report that is cross-
referred from the Business Review section of the
Directors’ Report.

In addition we report to you if, in our opinion, the
Company has not kept proper accounting records, if
we have not received all the information and
explanations we require for our audit, or if information
specified by law regarding Directors’ remuneration and
other transactions is not disclosed.

We read other information contained in the Annual
Report and consider whether it is consistent with the
audited Company financial statements. The other
information comprises only the Chairman’s Statement,
the Business Review, the Finance Director’s Report, the
unaudited part of the Directors’ Remuneration Report,
the Corporate Social Responsibility Report and the
Corporate Governance Statement. We consider the
implications for our report if we become aware of any
apparent misstatements or material inconsistencies
with the Company financial statements. Our
responsibilities do not extend to any other information.

Basis of audit opinion

We conducted our audit in accordance with
International Standards on Auditing (UK and Ireland)
issued by the Auditing Practices Board. An audit
includes examination, on a test basis, of evidence
relevant to the amounts and disclosures in the
Company financial statements and the part of the
Directors’ Remuneration Report to be audited. It also
includes an assessment of the significant estimates
and judgements made by the Directors in the
preparation of the Company financial statements, and
of whether the accounting policies are appropriate to
the Company’s circumstances, consistently applied
and adequately disclosed.

We planned and performed our audit so as to obtain all
the information and explanations which we considered
necessary in order to provide us with sufficient
evidence to give reasonable assurance that the
Company financial statements and the part of the
Directors’ Remuneration Report to be audited are free
from material misstatement, whether caused by fraud
or other irregularity or error. In forming our opinion we
also evaluated the overall adequacy of the presentation
of information in the Company financial statements and
the part of the Directors’ Remuneration Report to be
audited.

Opinion
In our opinion:

the Company financial statements give a true and
fair view, in accordance with United Kingdom
Generally Accepted Accounting Practice, of the
state of the Company’s affairs as at 28 March 2008;
the Company financial statements and the part of
the Directors’ Remuneration Report to be audited
have been properly prepared in accordance with the
Companies Act 1985; and

the information given in the Directors’ Report is
consistent with the Company financial statements.

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Birmingham
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BALANCE SHEET

28 March 30 March
2008 2007
Notes £m £m
Fixed assets
Investments 4 5.3 4.3
Current assets
Debtors falling due within one year 5 0.2 0.2
Debtors falling due after one year 5 217.9 201.6
Cash at bank and in hand 0.4 0.9
218.5 202.7
Creditors: amounts falling due within one year 6 (4.1) 2.5)
Net current assets 214.4 200.2
Net assets 219.7 204.5
Capital and reserves
Called up share capital 7 2.1 2.2
Share premium account 8 145.6 133.2
Capital redemption reserve 8 0.2 0.1
Profit and loss account 8 71.8 69.0
Equity shareholders’ funds 219.7 204.5

The notes on pages 97 to 99 are an integral part of the Company’s financial statements.

The Company has elected to prepare its financial statements under UK GAAP and the accounting policies are outlined on

page 96.

The financial statements on pages 95 to 99 were approved by the Board of Directors on 4 June 2008 and were signed on its

behalf by:

Nick Wharton Paul McClenaghan
Director of Trading

Finance Director
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POLICIES

Basis of preparation

The accounts of the Company are prepared for the period up to the Friday closest to 31 March each year. Consequently, the
financial statements for the current period cover the 52 weeks to 28 March 2008, whilst the comparative period covered the 52
weeks to 30 March 2007. The accounts are prepared under the historical cost convention, except where Financial Reporting
Standards require an alternative treatment, in accordance with the Companies Act 1985, applicable accounting standards and
specifically in accordance with the accounting policies set out below. The principal variation to the historical cost convention
relates to share-based payments

A consolidated cash flow statement has been included in the Halfords Group plc consolidated accounts. The Company has
therefore taken advantage of the exemption under FRS 1 (revised 1996) “Cash flow statements” not to produce a cash flow
statement.

The Company has taken the available exemption not to adopt FRS 29 “Financial instruments: disclosures”.

Pensions
Employees are offered membership of Halfords Pension Plan, a defined contribution pension arrangement. The costs of the
contribution to the scheme are charged to the profit and loss account in the period that they arise.

Share-based payments
The Company operates a number of equity-settled, share-based compensation plans that are awarded to employees of the
Company’s subsidiaries.

In accordance with UITF Abstract 44 ‘FRS 20 (IFRS 2) — Group and treasury share transactions’ the fair value of the employee
services received under such schemes is recognised as an expense in the subsidiary financial statements, which benefit from
the employee services. The Company has recognised the fair value of the options as an increase to equity with a corresponding
adjustment to investments.

Fair values are determined using appropriate option pricing models. The total fair value recognised is determined by reference to
the fair value of share incentives, excluding the impact of any non-market vesting conditions. Non-market vesting conditions are
included in assumptions about the number of share incentives that are expected to vest. At each balance sheet date, the
Company revises its estimates of the number of share incentives that are expected to vest. The impact of the revision of original
estimates, if any, is recognised as an adjustment to equity, with a corresponding adjustment to investments, over the remaining
vesting period.

Investments
Investments in subsidiary undertakings are stated at the original cost of the investments. Provision is made against cost where,
in the opinion of the Directors, the value of the investments has been impaired.

Equity dividends
Final dividends are recognised in the Company’s financial statements in the period in which the dividends are approved by
shareholders. Interim equity dividends are recognised in the period they are paid.
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FINANCIAL STATEMENTS

Profit and loss account

The Company made a profit before dividends for the financial period of £64.1m (52 week period to 30 March 2007:
£74.2m). The Directors have taken advantage of the exemption available under section 230 of the Companies Act 1985
and not presented a profit and loss account for the Company alone.

Audit fees

The audit fees payable by the Group to PricewaterhouseCoopers LLP and their associates during the period were borne
by Halfords Limited. In the 52 weeks to 28 March 2008 and 30 March 2007 the Company did not expense any fees
relating to PricewaterhouseCoopers LLP.

Staff costs
The Company has no employees other than the Directors. Full details of the Directors’ remuneration and interests are set
out in the Remuneration Report on pages 56 to 59 which form part of the audited information.

Investments

£m
Shares in Group undertaking
Cost
As at 30 March 2007 4.3
Additions — share based payments 1.0
At 28 March 2008 5.3

The investment represents shares in the following subsidiary undertaking as at 28 March 2008 and the recognition of
share-based compensation plans that are awarded to employees of the Company’s subsidiaries.

Ordinary

shares
Incorporated percentage Principal
in owned % activities

Halfords Holdings (2006) Limited Great Britain* 100 Intermediate
holding
company

* Registered in England and Wales.

In the opinion of the Directors the value of the investment in the subsidiary undertaking is not less than the amount
shown above.

Principal subsidiaries
The principal subsidiary undertakings of the Company at 28 March 2008 are as follows:

Principal activity % Ownership
Halfords Holdings (2006) Limited Intermediate holding company 100
Halfords Holdings Limited Intermediate holding company 100
Halfords Finance Limited Intermediate holding company 100
Halfords Limited Retailing of auto parts, accessories, cycles and cycle accessories 100

All the above subsidiaries are incorporated in Great Britain and registered in England and Wales. All other subsidiary
undertakings are dormant and did not trade during the year.
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FINANCIAL STATEMENTS continued

5.

Debtors
2008 2007
£m £m
Falling due within one year:
Amounts owed by Group undertakings 0.2 0.2
Falling due after one year:
Amounts owed by Group undertakings 217.9 201.6

Amounts owed by Group undertakings that fall due after one year are subject to interest. At 28 March 2008 the amounts
bear interest at a rate of 6.4% (2007: 5.89%).

Creditors: amounts falling due within one year

2008 2007
£m £m
Corporation tax 3.5 —
Accruals and deferred income 0.6 —
Amounts owed to Group undertakings —_ 2.5
4.1 25

Equity share capital
2008 2008 2007 2007

Number Number

Ordinary shares of 1p each: of shares £000 of shares £000
Authorised 295,000,000 2,950 295,000,000 2,950
Allotted, called up and fully paid 214,348,661 2,143 219,046,537 2,190

Allotted, called up and fully paid share capital decreased during the period due to the Company’s £50m share repurchase
programme. During the period the Company acquired 9,453,738 (2007: 9,003,956) shares at a cost of £30.3m (2007:
£30.0m). Distributable reserves have been reduced by £30.3m (2007: £30.0m), being the consideration paid for the
shares.

The Company’s share capital increased by 3,888,848 shares (2007: 22,750) due to the exercise by employees of share
options at £2.60 under the 2004 Halfords Share Option Scheme. In addition, a further 867,014 (2007: nil) options were
exercised at £2.65 by members of the 2004 Halfords Sharesave Scheme. In total, the Company received proceeds of
£12.4m from the exercise of these share options.

Potential issue of ordinary shares
The Company has three employee share option schemes, which were set up following the Company’s flotation. Further
information regarding these schemes can be found in note 20 to the Group financial statements.

Interest in own shares

At 28 March 2008 the Company held in Trust 1,114,374 (2007: 877,498) of its own shares with a nominal value of £11,144
(2007: £8,774). The Trust has waived any entitlement to the receipt of dividends in respect of its holding of the Company’s
ordinary shares. In the period the trust acquired 236,876 at a cost of £0.6m. Distributable reserves have been reduced by
£0.6m, being the cost of these shares. The market value of these shares at 28 March 2008 was £3.3m (2007: £3.4m).
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10.

11.

Reserves
Share Capital Profit and
premium redemption loss
account reserve account Total
£m £m £m £m
At 30 March 2007 133.2 0.1 69.0 202.3
Profit for the financial period — — 64.1 64.1
Shares issued 12.4 — — 124
Purchase of own shares — 0.1 (30.9) (30.8)
Employee share options — — 1.0 1.0
Dividends — — (31.4) (31.4)
At 28 March 2008 145.6 0.2 71.8 217.6

The Company settled dividends of £31.4m in the period, as detailed in note 7 of the Group accounts.

Related party disclosures
Under FRS 8 “Related party disclosures” the Company is exempt from disclosing related party transactions with entities
over which it has 90% control or more.

Contingent liabilities

The Group’s banking arrangements include the facility for the bank to provide a number of guarantees in respect of
liabilities owed by the Group during the course of its trading. In the event of any amount being immediately payable under
the guarantee, the bank has the right to recover the sum in full from the Group. The total amount of guarantees in place at
28 March 2008 amounted to £2.9m (2007: £3.2m).

The Company’s banking arrangements are subject to a netting facility whereby credit balances may be offset against the
indebtedness of other Group companies.

Post-balance sheet events

On 2 April 2008, the Company entered into an agreement with its brokers to buy back shares in the closed period. The
agreement was capped at £9m. At the date of signing of the report the Company had acquired 3,068,292 shares at a
total cost of £8.6m.
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INFORMATION

Analysis of shareholders

As at 28 March 2008, the number of registered shareholders was 2,777 and the number of ordinary shares in issue was

215,548,661.
% of % of
Number of total Number of issued
holdings shareholders shares share capital
Range of holdings
1-5,000 2,295 82.6 3,053,217 1.4
5,001-10,000 116 4.2 858,984 0.4
10,001-50,000 153 5.5 3,574,999 1.7
50,001-100,000 37 1.3 2,627,975 1.2
100,001-500,000 99 3.6 23,702,191 11.0
500,001 and above 77 2.8 181,731,295 84.3
Total 2,777 100.0 215,548,661 100.0
Held by
Individuals 1,427 51.4 2,633,092 1.2
Institutions 1,350 48.6 212,915,569 98.8
Total 2,777 100.0 215,548,661 100.0

The data above includes 1,200,000 shares awaiting cancellation, as part of the share buy-back programme.

Results and financial diary

Annual General Meeting: 23 July 2008
Final dividend payable: 30 July 2008
Pre-close statement: 2 October 2008
Half year report: 20 November 2008

Ex dividend date: 26 November 2008
Record date: 28 November 2008

Interim dividend payable: 7 January 2009

Annual General Meeting

The Annual General Meeting will be held at 12.30 pm on Wednesday 23 July 2008 at the Alveston Manor Hotel, Clopton Bridge,

Stratford upon Avon, Warwickshire, CV37 7HP.

Each shareholder is entitled to attend and vote at the meeting.
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Dividend payments
The proposed final dividend (if approved) will be paid on 30 July 2008 to shareholders on the register on 13 June 2008.

Payment of dividends by BACS

Many shareholders have already arranged for dividends to be paid by mandate directly to their bank or building society account.
The Company mandates dividends through the BACS (‘Bankers’ Automated Clearing Services’) system. The benefit to
shareholders of the BACS payment method is that the Registrar posts the tax vouchers directly to them, whilst the dividend is
credited on the payment date to the shareholder’s bank or building society account. Shareholders who have not yet arranged for
their dividends to be paid direct to their bank or building society account and wish to benefit from this service should complete
the mandate form attached to their dividend tax voucher or, alternatively, request the Company’s Registrar (address below) to
send them a dividend mandate form.

Dividend reinvestment plan

The Company offers a dividend reinvestment plan that gives shareholders the opportunity to use their cash dividend to buy
Halfords Group plc ordinary shares. The plan is run by Capita Registrars (“Capita”). For further information on the plan and how
to join please contact Capita at Northern House, Woodsome Park, Fenay Bridge, Huddersfield, West Yorkshire, HD8 OLA (tel:
01484 600904) or the Company Secretary.

Shareholder information on the internet
The Company maintains an investor relations section on its website (www.halfordscompany.com) which allows access to share
price information, management biographies, copies of Company reports and other useful investor information.

Halfords Group plc is registered in England and Wales (Number 4457314).

A copy of this Annual Report is being sent to all shareholders. Copies are also available from the registered office shown below.
The Report is also placed on the investor relations section of the Company’s website, www.halfordscompany.com.

halfords

Halfords Group plc
Annual Report and Accounts 2008

101



SHAREHOLDER
NOTES

102 Halfords Group plc
Annual Report and Accounts 2008



COMPANY
INFORMATION

Registered and Head Office
Halfords Group plc

Icknield Street Drive

Redditch

Worcestershire

B98 ODE

Registrars
Capita IRG PLC
Northern House
Woodsome Park
Fenay Bridge
Huddersfield
West Yorkshire
HD8 OLA

Auditors
PricewaterhouseCoopers LLP
Cornwall Court

19 Cornwall Street
Birmingham

B3 2DT

Internal Auditors
Deloitte & Touche LLP
160 Strand

London

WC2R 1BL

Joint Brokers

Merrill Lynch International
2 King Edward Street
London

EC1A 1HQ

CitiGroup

33 Canada Square
London

E14 5LB

Solicitors

Clifford Chance LLP
10 Upper Bank Street
London

E14 5JJ
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This Annual Report is printed on Take 2 Offset paper made from 100% recycled
fibres sourced only from post-consumer waste. Take 2 has been specially
developed to deliver the appearance and performance of any virgin fibre product
without compromising on sound environmental credentials.
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