ALEXON

OOOOOOOOOOOOOOOO






CHAIRMAN'’S

ALEXON R P PL
° GrROU ¢ STATEMENT

It gives me great pleasure to report on an excellent year, which saw results well

ahead of expectations.

It is particularly gratifying to see our two most recent acquisitions, Bay Trading
and Style Menswear, performing so strongly and to recognise the potential they
both have for further growth in the future. Whilst Dolcis had a disappointing
year, Alexon Brands enjoyed solid growth and remains the main profit

contributor of the Group.

The Group enjoyed strong cash flow during the year, and the Board are
recommending a final dividend of 2p per Ordinary Share be paid on 28 June
2002 to shareholders on the register on 7 June 2002, making a total of 3p for

the year, an increase of 50%.

It only remains for me to thank all our employees for their contribution to the

success of the business.

Patrick Cooper




CHIEF
EXECUTIVE’S ALEXON GROUP PLC

REPORT

RESULTS

Operating profit for the year before amortisation of goodwill was £24.2 million as against
£13.6 million for the prior year, an increase of 78%.

Group sales for the year increased on a likeforlike basis by 9.3% and margins were slightly
stronger than last year. Strong performances came from Alexon Brands, Style and Bay Trading,
the latter two divisions benefiting in particular from the buoyant trading conditions experienced in
the run up to Christmas.

Stocks ended the year well under control and the strong cash inflow enjoyed during the year left
the Group with net debt of £2.3 million, as against £13.4 million at the end of the prior year.

ALEXON BRANDS

Operating profit for the division was £20.2 million against £15.2 million (before property
gains) last year, reflecting a good performance from all the brands in the second half of the year.
Like-for-like sales increased by 6% during the half and 7% for the full year. Margins were higher
than the previous year and closing stocks were level on a like-for-like basis.

The strongest performing brands were Dash, which benefited from a broader, more commercial
casualwear offer, and Minuet, which despite being our newest brand is already making a sizeable
contribution to Group profitability; Ann Harvey made up for lost ground in the prior year with a
better performance; Kaliko continued to attract new customers with its individualistic fashion
handwriting; and the continued introduction of younger, more fashionable elements into the ranges
resulted in increased sales for the classic brands, Alexon and Eastex.

Current Trading

Sales to date in the current year are in line with our expectations, with the strongest performances
coming from Alexon and Kaliko. Customer reaction to new seasons merchandise is generally
encouraging.

DOLCIS

Dolcis ended the year with an operating loss of £0.6 million, against a previous year
loss of £0.2 million (excluding property gains). This was disappointing in the light of the
improvements registered in all the prior years that Dolcis has been under Alexon Group
management control.

Whilst like-for-like sales were some 3% higher than the prior year, margins were adversely
impacted by the need to clear slow selling lines, particularly boots, where the business significantly
over estimated demand. The product issues are now being addressed, following a re-organisation
of buying and merchandising, the full impact of which should be reflected in improved
performance during the second half. The nature of the business has also been substantially
changed over the last year or so. There is now a greater emphasis on concessions, particularly
in Bay and Envy, with uneconomic shops either being converted to other Group fascias or being
disposed.

Current Trading

There has been a pleasing reaction to the new season’s merchandise, and whilst it is still
early days, we remain confident that the changes being made in the product area, coupled
with the outlet restructure, will bring the division into profitability, albeit more slowly than was
originally envisaged.

BAY TRADING

Bay Trading went from strength to strength during the course of the year, achieving an operating
profit of £2.1 million for the year as against an operating loss of £2.5 million (before non-recurring
property costs) in the prior year.
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The new management team have made a number of key changes to the business proposition -
injecting more interest and variety into the fashion ranges, ensuring a broader age appeal, and
at the same time continuing to offer exceptional value for money. This has all paid off handsomely
in terms of likeforlike sales (11% up on the prior year) and strong margin growth. Profitability
has also been enhanced by the progressive introduction of Dolcis shoe concessions into Bay shops
and the development of Bay Angel, a sub-brand geared to the fast growing ‘teen’ market.

Current Trading

Sales and margins have continued strongly in the current year and it is our infention to capitalise
on the current strength of the business by opening several new outlets (both shops and in-store
concessions) in the year ahead.

STYLE MENSWEAR
The operating profit for the division was £2.5 million, as against £1.0 million in the prior year
reflecting a likefor-like sales increase of 12%.

Whilst the contribution from the concession business continued to decline, the result of reduced
trading footage in host stores and weakness of demand for suits, this was more than compensated
by a powerful surge of profitability in Envy. Envy benefited from strong product ranges (both
in-house and third party brands), the shop expansion programme which has seen 18 new
openings in the last two years, and the development of a womenswear offer, which now operates

in 10 Envy shops.

Current Trading

The division has made a sound start to the new season. Whilst there have been further closures
of concessions in Top Man, new concessions have been secured in Debenhams and this business
is growing well. Sales in Envy continue to be strong and further Envy shop openings are planned
during the course of the year.

OUTLETS
UK UK European

Shops  Concessions ~ Concessions Total
Alexon Brands 87 743 93 923
Dolcis 80 88 - 168
Style Menswear 43 125 - 168
Bay Trading 138 35 - 173
Total 348 991 93 1,432
OUTLOOK

The business, in its current form, now has a good spread of quality brands across three sectors
of retailing (Ladieswear, Menswear, and Shoes), and is well balanced between High Street Shops
and Departmental Stores.

Whilst much has been achieved in the past year there is still good scope for further progress,
particularly in Bay Trading and Style Menswear, through a combination of product development
and outlet expansion.

John Osborn
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The directors present their annual report, together with the financial statements for the 52 weeks to

26 January 2002.

Review of the business

The principal activity of the Group during the period was the retailing of ladies’ and men’s clothing
and footwear.

Turnover for the period increased by 9.7% from £340.5 million to £373.6 million, with like for
like sales increasing by 9.3%. Operating profit, before goodwill amortisation, increased by 77.6%
from £13.6 million to £24.2 million.

Net debt at 26 January 2002 was reduced to £2.3 million (2001: £13.4 million).

Results and dividends £000
The Group profit after tax for the period is 14,123
Ordinary dividend (1,814)
Preference dividends (1,267)
Transfer to reserves 11,042

The proposed total dividend for the period is 3 pence per ordinary share (2001: 2 pence)
amounting to £1,814,000 (2001: £1,253,000).

An inferim dividend of 1p per ordinary share (2001: nil) was paid on 27 November 2001.

The directors recommend a final ordinary dividend of 2 pence per share (2001: 2p) amounting
to £1,220,000 (2001: 1,253,000).

The final ordinary dividend, if approved, will be paid on 28 June 2002 to ordinary shareholders
whose names are on the register on 7 June 2002.

Payment of the dividend on both classes of preference shares for the year will be made on the
due dates as specified in note 21 to the accounts.

Directors and their interests
The directors of the Company are shown on page 2.

On 31 January 2002 L.D.Gelernter (known as David Gee) resigned his position of non-executive
director.

In accordance with the Articles of Association A.H.A. Osborn and R.A.K.W. Piggott retire from
office at the Annual General Meeting and, being eligible, offer themselves for re-election.

AHA. (known as John) Osborn has a service contract with a two year notice period.
R.A.K.W. Piggott has a service contract with a notice period not exceeding one year.

The directors have no interests in any contracts with the Company. The interests of the directors
in the shares of the Company which require disclosure are given in note 8 to the accounts.

Executive directors

John Osborn, MA, ACIS, (Chief Executive), aged 57, joined the Group in 1993. Prior to this he
was an executive director of Sears plc with responsibility for British Shoe Corporation and also
Managing Director of Sears Womenswear Division. Mr Osborn is currently a non-executive
director of Wyevale Garden Centres plc, Historical Collections Group plc, and Chateau Stores of
Canada Limited.
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Robin Piggott, MA, FCCA, ACIS, (Group Finance Director), aged 44, joined the Group in 1987
from a subsidiary of Granada Group plc. He was appointed to his present position in September
1995 and is responsible for corporate and financial matters.

Non-executive directors

Patrick Cooper, aged 67, was formerly a director of Goode Durrant plc, a listed industrial
conglomerate, and was non-executive chairman of de Morgan Group plc. Before that time he
served on the Steel Brothers Holdings plc board, latterly as chief executive. He has also held
the posts of director of Sime Darby Holdings Limited (Singapore), chairman of Clive Holdings
Limited, and non-executive director of Pubmaster Limited.

Michael Adams, aged 69, was formerly a director of Sears plc, Allders plc and John David
Sports plc. Mr Adams is the appointed senior independent director.

Purchase of own shares

Each year, at the Annual General Meeting, a resolution is proposed which allows the directors to
purchase a limited amount of the Company’s own shares in circumstances which the directors feel
would be beneficial to the Company’s shareholders. In accordance with this mandate the
Company purchased 1,750,000 of its own 10p ordinary shares during the period, with a nominal
value of £175,000, for the sum of £2,158,000 including associated costs. At the date of purchase

this number represented 2.8% of the issued ordinary share capital.

Substantial shareholdings
At 25 March 2002 the directors had been notified of interests amounting to 3% or more in the
issued ordinary share capital of the Company as follows:

Holding of % of issued

10p ordinary ordinary share

shares capital

Schroder Investment Management Limited 10,793,035 17.70
Newton Investment Management Limited 6,453,000 10.58
Aegon UK plc 5,562,478 9.12
Merrill Lynch Investment Managers Group Limited 5,213,449 8.55
Phillips & Drew Life Limited 4,783,267 7.84

Waiver of dividends

During the period the Group established the Alexon Employee Share Ownership Trust for the
purpose of acquiring shares in the open market to meet obligations of the Executive Share Option
Scheme. Under the rules of the Trust the dividends receivable on shares held by the Trust which
exceed 0.01 pence per share are waived.

Special business at the Annual General Meeting

The directors may only allot shares or grant rights over shares if authorised to do so by
shareholders. The last such authority granted will be replaced by a new authority to be proposed
at this year’s Annual General Meeting. Accordingly, Resolution No. é will be proposed as an
ordinary resolution to grant a new authority to allot unissued share capital up to an aggregate
nominal value of £304,900, representing 5 per cent. of the total issued ordinary share capital
as at 22 March 2002. If given, this authority will expire at the Annual General Meeting in 2003
or on 22 November 2003, whichever is the earlier. Other than in respect of the Company'’s
obligations under its Executive Share Option Scheme the directors have no present intention of
issuing any of the authorised but unissued share capital of the Company.
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The directors also require additional authority from shareholders to allot shares or grant rights over
shares where they propose to do so for cash and otherwise than fo existing shareholders pro rata
to their holdings. The authority granted at the last Annual General Meeting is due to expire at
this year’s Annual General Meeting. Accordingly, Resolution No. 7 will be proposed as a special
resolution to grant such authority. Apart from rights issues, the authority will be limited to the issue
of shares up to an aggregate nominal value of £304,900 (being 5 per cent. of the issued ordinary
share capital at 22 March 2002). If given, this authority will expire on 22 November 2003 or

at the conclusion of the Annual General meeting in 2003, whichever is the earlier.

Auditors

PricewaterhouseCoopers have expressed their willingness to continue in office as auditors, and a
resolution proposing their reappointment will be submitted at the Annual General Meeting.

Funding and treasury policy

The Group finances its operations by a mixture of cash flows from operations, longterm finance
and short and medium ferm banking facilities. The main risks facing the Group are interest rate
risk with regard to borrowings, liquidity risk, and foreign currency exposure.

Interest rates are managed on a short term basis, using both fixed and floating rates, as the level
of debt fluctuates due to the seasonality of cash flows. Core debt is not considered sufficient to
warrant the use of long term fixed rate borrowings or the use of interest rate swaps.

The Group's liquidity or finance risk relates to its ability to fund its day to day operations.
Historically, the Group has funded its operations with a combination of equity capital and
non-equity preference shares. Following the acquisitions made in 1999 existing funding has been
supplemented by loan note and bank funding.

Forward foreign currency contracts are purchased to hedge against falling sterling exchange
rafes in relation to purchases made in currencies for which the Group does not receive trading
income. These transactions relate to known purchase commitments. No hedging transactions are
undertaken for currencies in which the Group considers that future expenditure will be covered
by future trading income in those same currencies.

The Group does not purchase financial instruments of any kind for speculative purposes. The
period end position is broadly reflective of the long term financial instrument profile.

Policy on payment of creditors

Payment terms are agreed individually with suppliers and are adhered to unless advantageous
early settlement terms are offered. Any changes to this procedure will be agreed with suppliers
and any disputes arising will be settled as soon as possible.

At 26 January 2002 the value of trade creditors outstanding in the Group was equivalent to
22 days purchases (2001: 21 days).

The Company had no trade creditors outstanding as at 26 January 2002 (2001: nil).

Pension scheme trustees
The trustees of the Alexon Group Amalgamated Pension Scheme are PE. Cooper,

R.A.K.W. Piggott, and D.J.K. Wadham.
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Disabled employees

The Group's policy is to give equal consideration to all applicants for employment including
disabled people. Career development and training are available to all employees and those who
become disabled are afforded every assistance to enable them to continue in their career including
retraining where necessary.

Employee involvement

Copies of public documents issued by the Company are made available to employees. In addition
regular meetings are held with management and with relevant trade unions to keep them fully
informed of the Group’s activities so that information can be disseminated to all employees.

By order of the board

R.A.K.W. Piggott
Company Secretary

22 March 2002




CORPORATE ALEXON GROUP PLC
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The Group has given full consideration to the principles set out in section 1 of the Combined Code on
Corporate Governance issued by the Financial Services Authority. The following statements address the
principles and provide an explanation of the Group’s application of them.

The Board of Directors

The Group is led and controlled by an experienced Board as set out on pages 6 and 7. The Board
currently comprises of the non-executive Chairman, the Chief Executive, the Group Finance Director and
one other non-executive director. The non-executive directors who served during the year under review
have no links with the Group other than their personal shareholding, and are considered independent.

The appointment of directors is by an ad hoc committee of the Board and newly appointed directors
are offered for re-election at the next Annual General Meeting. Once elected, directors are offered for
re-election at least once every three years, in accordance with the Company’s Articles of Association.
All directors are able to seek independent professional advice at the Group's expense should they
consider it necessary.

The Board meets at least six times each year and gives full consideration to strategic and operational
issues. It has a schedule of matters set aside for its direction. Annual budgets, forecasts and monthly
management accounts are regularly reviewed by the Board.

Remuneration policy

The Remuneration Committee during the year under review comprised of M.P. Adams and P.E.Cooper
and was chaired by the latter. The Committee determines an overall remuneration package for executive
directors in order to attract and retain high quality executives capable of achieving the Group’s
objectives. The remuneration package consists of basic salary, benefits, share options, performance
related bonuses and pensions and is set at a level which is competitive in the context of individual
experience, market conditions, and the Group's size and complexity.

The Group has followed the provisions contained in Section A of the best practice provisions annexed
to the Listing Rules of the Financial Services Authority.
Details of directors’ remuneration and interests in share options are given in note 8 to the accounts.

Relations with shareholders

Meetings with institutional shareholders are held twice yearly following publication of the Group's
inferim and final results, and at other times by arrangement. A full dialogue is maintained with
shareholders, of which two way feedback is a key element. All shareholders are welcomed to the
Annual General Meeting and are encouraged to ask questions and to meet the directors individually
following the meeting. All directors are expected to attend this meeting. Where practicable the Annual
Report is sent to shareholders at least twenty working days before the Annual General Meeting.

Accountability and audit

Financial reporting

A review of the performance of the Group is contained within the Chairman’s statement and the Chief
Executive’s report.

Internal control

The Group'’s monitoring of its internal control systems is continual. The internal controls in place aim at
safeguarding the Group's assets and ensuring its operations are carried out in an efficient and effective

manner. They encompass controls to deal with significant business, operational, financial, compliance
and other risks which may otherwise prevent achievement of the Group’s objectives.

The key elements of the Group's internal control system, all of which have been fully operational during
the period, are set out below:
- an annual strategy statement and risk review approved by the Board;

- a clear, decentralised organisation structure with well defined lines of responsibility with, at its top
tier, the Board and executive directors;

- a detailed procedure for regular review and reporting of risks by operating companies to executive
directors and, via them, to the Board;

— an Internal Control Committee, including an executive director, which monitors Group risk
management processes and reports fo the Board;

- a comprehensive reporting system operated by each division.
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- key tasks are performed and reviewed by experienced and suitably qualified senior managers
within the Group;

- a formal annual budgetary process, which includes regular review with senior management,
followed by board approval, documents the short and medium term plans of the Group. Monthly
management accounts, prepared in accordance with strict timetables, monitor the actual
performance against the annual budget and highlight significant variances and the reasons for their
occurrence. Forecasts of current and future year performance are regularly updated and reviewed;

- all capital investment proposals are authorised at board level prior to their commencement.

The directors are responsible for establishing and maintaining the Group’s systems of internal control.
Such systems can provide only reasonable and not absolute assurance against material misstatement
or loss.

The Group has in place an appropriate Funding and Treasury policy which has been set out in the
directors’ report. This policy has been agreed by the Board in response to the perceived risks facing
the Group.

Audit Committee

This committee of the board comprises all of the non-executive directors. P.E. Cooper is chairman of the
committee. The committee met the Group’s auditors prior to the commencement of the audit and during
the preparation of the Annual Report and Accounts to review the contents thereof and the internal
controls operating within the Group, and will meet at other appropriate times during the year. The
Group’s Chief Executive and Finance Director may join the meetings of the committee by invitation of
its chairman.

Compliance statement
The Board believes that the Group has complied with the provisions of the Combined Code throughout
the accounting period, apart from the limited exceptions outlined below:

® the provisions of the Code require that the Audit Committee comprises of three non-executive
directors. Since 1 February 2002 there have been only two non-executive directors on the Board,
both of whom comprise the Audit Committee;

® as disclosed in the Directors’ Report on page 6, the Chief Executive has a service contract with a
notice period of two years. The Remuneration Committee considers that this is not inappropriate in
terms of the size and complexity of the business, and in view of the Group’s current stage of
development;

® the appointment of directors is a formal process involving all of the members of the Board. Due to
the size of the Board a separate Nominations Committee has not been formed. This approach is
substantiated by guidance issued for smaller quoted companies by the Quoted Companies Alliance.

Going concern

After making enquiries the directors have a reasonable expectation that the Company and Group have
adequate resources to continue in operational existence for the foreseeable future. On this basis they
continue to adopt the going concern basis in preparing the financial statements.

Responsibilities of the directors

The following statement, which should be read in conjunction with the auditors’ statement of
responsibilities set out on page 12, is made with a view to distinguishing the respective responsibilities
of the directors and of the auditors in relation to the financial statements.

Company law requires the directors to prepare financial statements for each financial period which give
a true and fair view of the state of affairs of the Company and Group as at the end of the financial
period and of the profit or loss for that period. The directors are responsible for ensuring that applicable
accounting standards have been followed and that suitable accounting policies, consistently applied
and supported by reasonable and prudent judgements and estimates, have been used in the preparation
of financial statements. The directors are also responsible for the preparation of financial statements on
the going concern basis unless it is inappropriate to presume that the Company will continue in business,
and for maintaining adequate accounting records, for safeguarding the assets of the Group, and for
preventing and detecting fraud and other irregularities.
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Independent Auditors’ report to the members of Alexon Group plc

We have audited the financial statements which comprise the profit and loss account, balance
sheet, cash flow statement, statement of total recognised gains and losses, and the related notes,
which have been prepared under the historical cost convention, and the accounting policies set
out in the statement of accounting policies.

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the annual report and the financial statements in
accordance with applicable United Kingdom law and accounting standards are set out in the
statement of directors’ responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and
regulatory requirements, United Kingdom Auditing Standards issued by the Auditing Practices
Board and the Listing Rules of the Financial Services Authority.

We report to you our opinion as to whether the financial statements give a true and fair view and
are properly prepared in accordance with the Companies Act 1985. We also report to you if,
in our opinion, the directors’ report is not consistent with the financial statements, if 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 or the Listing Rules
regarding directors’ remuneration and transactions is not disclosed.

We read the other information contained in the annual report and consider the implications for
our report if we become aware of any apparent misstatements or material inconsistencies with the
financial statements. The other information comprises only the Chairman’s Statement, the Chief
Executive’s Report, the Directors’ Report and the Corporate Governance Statement.

We review whether the Corporate Governance Statement reflects the Company’s compliance with
the seven provisions of the Combined Code specified for our review by the Listing Rules, 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 to form an opinion on the effectiveness of the Company’s
or Group's corporate governance procedures or its risk and control procedures.

Basis of audit opinion

We conducted our audit in accordance with Auditing Standards issued by the Auditing Practices
Board. An audit includes examination, on a test basis, of evidence relevant to the amounts and
disclosures in the financial statements. It also includes an assessment of the significant estimates
and judgements made by the directors in the preparation of the 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 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 financial statements.

Opinion

In our opinion the financial statements give a true and fair view of the state of affairs of the
Company and Group as at 26 January 2002 and of the profit and cash flows of the Group for
the 52 weeks then ended and have been properly prepared in accordance with the Companies
Act 1985.

PricewaterhouseCoopers
Chartered Accountants 10 Bricket Road
and Registered Auditors St Albans

22 March 2002 Herts. ALT 3JX
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Accounting convention

The financial statements are prepared under the historical cost convention and in accordance
with applicable accounting standards.

Basis of consolidation

The financial statements consolidate the accounts of Alexon Group plc and its subsidiary
undertakings, and the Group’s share of the results of associated companies. Annual financial
statements are prepared for the 52 or 53 weeks to the last Saturday in the month of January.
Newly acquired subsidiary undertakings are consolidated from the effective date of
their acquisition.

Goodwill

Goodwill, being the difference between the fair value of assets acquired and the consideration
given, was written off directly to reserves up until 31 January 1998. Goodwill acquired after this
date is capitalised and amortised over twenty years, this being the directors’ estimate of its useful
economic life.

Turnover

Group turnover represents goods delivered less returns from, or allowances to, customers.
Intra-group transactions and VAT have been excluded. Turnover includes gross sales made in
concessions.

Stock valuation

Stock is valued at the lower of cost and net realisable value. In the case of finished goods and
work in progress, cost includes appropriate overhead expenses at normal activity levels. Net
realisable value is based upon estimated selling price less associated costs of disposal.

Financial instruments

The Group uses forward foreign currency contracts to hedge against fluctuating exchange
rates. Gains and losses arising on the contracts are recognised when the contracts mature. (See
note 16).

Foreign currency

Transactions in foreign currencies are recorded at the rate ruling at the date of the transaction.
Assets and liabilities denominated in foreign currencies are retranslated at the rate of exchange
ruling at the balance sheet date. The gain or loss on translation of net assets of overseas operations
are taken directly to reserves; all other differences are taken to the profit and loss account.

Fixed assets and depreciation

Fixed assets are stated at cost, net of depreciation. Depreciation is calculated using a reducing
balance or straight line basis depending on the nature of each business unit's activities. All assets,
except freehold land, are depreciated at rafes calculated to write off the cost, less estimated
residual value, over expected useful lives as follows:

Freehold property - 4% p.a. Plant and machinery - 10% to 25% p.a.
Short leasehold property — over term of lease Fixtures and fittings - 10% to 25% p.a.
Vehicles - 20% to 25% p.a.

Investments

Investments are valued at historical cost, less provisions for impairment, and those denominated
in foreign currencies are revalued at the closing rate of exchange.
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Leasing and hire purchase commitments

Assets obtained under finance leases and hire purchase contracts are capitalised in the balance
sheet and are depreciated over their useful lives. The interest element of the rental obligations is
charged to the profit and loss account over the term of the lease and approximates to a constant
proportion of the balance of capital repayments outstanding. Rentals paid under operating leases
are charged to income on a straight line basis.

Provisions for liabilities and charges

Provisions for future pension costs, being the difference between the amount funded and the
amount charged to the profit and loss account, are calculated using the results of triennial actuarial
valuations. Provisions for onerous lease costs are calculated on an individual basis using the
lower of:

(i)  the discounted value of trading losses to the end of the lease;
(i)  the discounted value of annual rental payments to the end of the lease; and

(i) an estimate of costs which would be incurred in order to exit the lease prior fo its expiry.

Deferred taxation

Deferred taxation is recognised in respect of all timing differences that have originated but not
reversed at the balance sheet date, where transactions or events that result in an obligation to
pay more tax in the future, or a right fo pay less tax in the future, have occurred at the balance
sheet date. Timing differences are differences between the Group’s taxable profits and its results
as stated in the financial statements that arise from the inclusion of gains and losses in tax
assessments in periods different from those in which they are recognised in the financial statements.

A net deferred tax asset is regarded as recoverable and therefore recognised only when, on the
basis of all available evidence, it can be regarded as more likely than not that there will be
suitable taxable profits from which the future reversal of the underlying timing differences can

be deducted.

Deferred tax is measured at the average tax rates that are expected to apply in the periods in
which the timing differences are expected to reverse, based on tax rates and laws that have been
enacted or substantively enacted by the balance sheet date. Deferred tax assets and liabilities
recognised have not been discounted.

The impact of the adoption of Financial Reporting Standard No. 19 “Accounting for Deferred Tax”
on the Group’s results for the period ended 26 January 2002 is a decrease in profit after tax of
£256,000 (2001: decrease of £130,000) and an increase in net assets at the year end of
£1,243,000 (2001: increase of £1,499,000). The impact for the Company is nil on profit
after tax for the period (2001: nil) and an increase in net assets at the year end of £17,000
(2001: increase of £17,000).

Pension costs

The Group operates a defined benefit scheme, a money purchase scheme and a Stakeholder
scheme. The cost of the defined benefit scheme is charged to the profit and loss account so as to
spread the cost of pensions over the employees’ working lives within the Group. The Group
continues to adopt SSAP24 “Accounting for Pension Costs” but has given additional disclosures
as required by FRS17 “Retirement Benefits”. Contributions to funded unapproved retirement benefit
schemes and money purchase schemes are charged to the profit and loss account in the period
in which they arise.



