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ALEXON GROUP PLC CHAIRMAN’S

STATEMENT

| am pleased to report on another year of sound performance.

Despite a challenging year for retailers the Group’s strong cash position allowed
us to repurchase 3.2 million ordinary shares. The Board are recommending a
final ordinary dividend of 5.67p per share to be paid on 30 June 2005 to
shareholders on the register on 3 June 2005, making a total of 8.5p for the

year, an increase of 13%.

| shall be giving up the Chairmanship of Alexon Group plc after some nine years
in the Chair at the AGM in June when it will pass into the capable hands of Jim
Martin, currently Senior Independent Director, who has made a significant
contribution since he joined the Board in 2002. It has been a privilege to be
involved in the recovery and subsequent development of the business and |
would like to pay tribute to John Osborn, Chief Executive, and his management

team for making this all happen.

Michael Adams will be retiring from the Board at the AGM and | would like to
take this opportunity to thank him for all his efforts over the last ten years. Our

best wishes go with him for the future.

We are operating in a tough economic climate for retail but | am confident that
the combination of good leadership, strong design flair and a portfolio of first

class brands will enable the group to continue its record of success in the future.

Tt

Patrick Cooper
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RESULTS

Operating profit for the 52 weeks ended 29 January 2005, before goodwill amortisation and
exceptional items, was £31.6 million as against £32.6 million for the prior year (53 weeks ended
31 January 2004). Operating profit after goodwill amortisation and exceptional items was
£27.0 million compared to £29.2 million last year.

Group sales for the year were 1.3% down on a like for like basis, with gross margins better than
last year. Strong performances came from Alexon Brands and Dolcis; Menswear weakened as the
year progressed; and Bay Trading, after a difficult second half, registered a loss for the year.

Despite the marked slowdown in pre-Christmas trading, the Winter sale proved successful and
stocks ended the year well under control.

The exceptional cost of £2.2 million relates to Allders Group being placed into administration.
This comprises £1.5 million of cash owing to us plus write-downs on stock and fixtures.

ALEXON BRANDS
Operating profit for the division was £26.2 million against £22.6 million last year, the result of
like for like sales growth of 2.2% and higher gross margins than the prior year. This was an
excellent performance in a difficult market and reflected further market share gains at the expense
of our competitors.

The strongest performing brands were Eastex, which benefited from the ongoing introduction of
more contemporary elements into the range; Alex & Co, which has now replaced the former
Alexon brand; and Kaliko, which had a particularly strong second half. Minuet, the petite brand,
continued to make good progress, with a further 15 new outlets opened during the year. Like for
like sales were level on Dash and slightly down on Ann Harvey, which should see the benefit of
an increased design input from Autumn 2005 onwards.

DOLCIS

Dolcis ended the year with an operating profit of £3.7 million, against £3.0 million in the previous
year. This was a pleasing performance reflecting further improvements in the product offer and
continued benefits from rationalisation of retail space.

Like for like sales were level with the prior year, achieved on similar margins, with the main growth
coming from ladies’ shoes and bags.

BAY TRADING

Bay Trading ended the year with an operating loss of £0.7 million, against an operating profit
of £3.3 million in the prior year. Like for like sales were 9% down with gross margins unchanged.
This was a most disappointing result reflecting a weak product offer in a difficult and increasingly
competitive market. Action has already been taken to increase the design content and appeal of
the ranges, and the design and buying team has been strengthened. Benefits from these initiatives
should be seen during the second half of 2005/6.

MENSWEAR

The operating profit for the division was £2.5 million, as against £3.6 million in the prior year,
the result of weak sales over the critical Christmas period. Like for like sales were 2.4% down on
last year on comparable margins.

Whilst the Tom Wolfe own-brand continued to progress well, this was not sufficient to compensate
for the weak performance of third party brands. Womenswear, under a new buying team, showed
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signs of improvement during the second half, and the menswear concessions business continued
its progress.

CURRENT TRADING AND PROSPECTS

Group like for like sales for the first nine weeks of the current financial year are 3% down, although
margins are slightly ahead of last year. Whilst trade on Alexon Brands is in line with plan, the
three other divisions have experienced sluggish trading conditions in the year to date.

The break-up of the Allders Group (where we had a total of 118 concessions) will hit us hard as
a business going forward. Whilst we do not yet know the exact scale of the business lost, our
best estimate is that operating profits will be some £3 million per annum lower in the current and
future years as a consequence.

PATRICK COOPER
| would like to place on record our sincere thanks to Patrick Cooper, who is standing down as
our Chairman, for his unswerving support, enthusiasm and sage counsel over the past nine years.
| am delighted that he has agreed to stand for re-election as a non-executive director at our
forthcoming AGM.

John Osborn
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The graph on page 10 shows total shareholder return on a cumulative basis for the last five years,
compared to the FTSE Small Cap Index for the same period. The Company has outperformed the
index for the last three years.

The directors consider the FTSE Small Cap Index to be the most appropriate index against which
to compare total shareholder return as the Index’s constituents are companies of a similar size to
Alexon Group plc.

Interest in shares
The interests of the directors in the shares of the Company were as follows:

Ordinary shares

At At

29 January 31 January

2005 2004

P.E. Cooper 55,046 55,046
A.H.A. Osborn 850,000 900,000
R.A.K.W. Piggott 71,168 71,168
M.P. Adams 64,110 64,110
J. Martin 20,000 20,000

J. Herbert - -
No other director held any ordinary shares at 29 January 2005.

Included in the beneficial holdings of the directors are those shares (if any) held by the director’s
spouse and any children under the age of 18.

There have been no material changes to the directors’ shareholdings since the period end.
The directors have no beneficial interests in any other company within the Group.

The Company’s Register of Directors’ Interests (which is open to inspection) contains full details of
directors’ shareholdings and options to subscribe.

The following disclosures have been audited by the Company’s auditors, PricewaterhouseCoopers
LLP, as required by Sch 7A of the Companies Act 1985.

Directors’ detailed emoluments
The remuneration of the directors is as follows:

Performance
Salaries related Expense Total Total
and fees bonus allowance Benefits 2005 2004
£ £ £ £ £ £
Executive

A.H.A. Osborn 260,833 - 17,914 865 279,612 314,892
R.A.K.W. Piggott 158,333 10,000 14,706 1,081 184,120 193,311

Non Executive
P.E. Cooper 40,000 - - - 40,000 40,000
M.P. Adams 24,000 - - - 24,000 24,000
J. Martin 24,000 - - - 24,000 24,000
J. Herbert 24,000 - - - 24,000 2,000
531,166 10,000 32,620 1,946 575,732 598,203

All bonus payments are discretionary. The maximum bonus payable in any one year is 35% of
basic salary.
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Benefits in kind relate to medical insurance premiums.

No director waived emoluments in respect of the period ended 29 January 2005.

Outside appointments for executive directors

Executive directors may be invited to become non-executive directors of other companies and
retain any associated fees. During the period A.H.A. Osborn served as a non-executive director
for three outside companies and received a combined fee of £40,000.

Share scheme

Executive share option scheme
The executive directors no longer participate in the executive share option scheme in respect of
new grants.

Interest in share options
Details of options held by directors are set out below:

A.H.A. Osborn
At Granted Exercised Lapsed At Market price Earliest
Date of 31 January  during the  during the during the 29 January Exercise at date of  exercise Expiry
grant 2004 period period period 2005 price exercise date date
April 1998 50,000 - - - 50,000 264.0p - 2001 2008
December 1999 17,320 - - (17,320) - 118.5p* - 2002 2009
April 2001 250,000 - (250,000) - - 67.0p* 352.5 2004 2011
September 2001 18,000 - (18,000) - - 114.5p* 333.5 2004 2011
335,320 - (268,000) (17,320) 50,000
R.A.K.W. Piggott
At Granted Exercised Lapsed At Market price Earliest
Date of 31 January  during the  during the during the 29 January Exercise at date of  exercise Expiry
grant 2004 period period period 2005 price exercise date date
April 1998 25,000 - - - 25,000 264.0p - 2001 2008
December 1999 17,320 - - (17,320) - 118.5p* - 2002 2009
April 2001 125,000 - (125,000) - - 67.0p* 352.5 2004 2011
September 2001 30,000 - (30,000) - - 114.5p* 333.5 2004 2011
197,320 — (155,000) (17,320) 25,000

* Performance related options

The market price of ordinary shares at 29 January 2005 was 314.0p and the range during the
financial period was from 293.5p to 363.5p.

The options to subscribe for ordinary shares of the Company are exercisable under the rules of
the 1995 executive share option scheme.

In order for the directors to exercise any of the performance related options granted under the
rules of the 1995 executive share option scheme prior to 6 October 1999, the Company must
have achieved an increase in earnings per share at least equal to the performance of the upper
quartile of all listed companies in the retailers’ general sector for a comparable period.

The rules of the 1995 executive share option scheme were amended at the Extraordinary General
Meeting held on 6 October 1999, for all future grants. The amendments replaced the four times
remuneration limit for individuals with an annual grant limit of one times basic salary, and
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introduced a new performance condition. The new performance condition operates on a sliding
scale and allows options to be exercised in respect of half of the shares provided that the
Company’s earnings per share growth over three years is at least equal to the median growth of
the constituents of the retailers general sector of the FTSE All-Share Index. Full exercise is allowed
for “upper quartile” performance, with the permitted level of exercise for intermediate performance
determined on a straight line basis.

No other directors have been granted share options in the shares of the Company or other group
entities.

Gains made by directors on share options

The table below shows gains made by individual directors from the exercise of share options
during the period.

2005 2004
£000 £000
A.H.A. Osborn 753 352
R.A.K.W. Piggott 423 260
Total gains on share options 1,176 612

Long term incentive scheme
Shares awarded to executive directors under the long term incentive plan are as follows:

At At Value
Cycle Award 31 January Shares Shares 29 January vested Vesting
ending date date 2004 awarded vested 2005 £000 date
A.H.A. Osborn 2005 27/9/02 120,000 - - 120,000 - 27/9/05
2006 25/3/03 100,000 - - 100,000 - 25/3/06
2007 0174704 - 75,000 - 75,000 - 0174707
R.A.K.W. Piggott 2005 27/9/02 70,000 - - 70,000 - 27/9/05
2006 25/3/03 60,000 - - 60,000 - 25/3/06
2007 01/4/04 - 45,000 - 45,000 - 01/74/07

The market price of ordinary shares at 27 September 2002, 25 March 2003 and 1 April 2004
was 179.0p, 216.5p and 319.5p respectively.

An award will vest only if a specified performance condition has been satisfied. This condition
will be disclosed each year in the Company’s annual reports and accounts. The condition may
be varied in certain circumstances following the grant of an award so as to achieve its original
purpose.

The initial performance condition will be based on the Company’s average annual compound
earnings per share (EPS) growth exceeding the Retail Prices Index (RPI) by a specified margin over
the three year period following grant. For awards made in 2002 and 2003 the performance

criteria is:
Average compound annual Percentage of
EPS growth above RPI award that vests
Less than 5% 0%
5% 33%
10% and above 100%

Awards will vest on a straight line basis where EPS growth is between 5% and 10% above RPI.
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For awards made in 2004 the performance criteria is:

Average compound annual
EPS growth above RPI

Percentage of
award that vests

Less than 3% 0%
3% 33%
8% 100%

Awards will vest on a straight line basis where EPS growth is between 3% and 8% above RPI.

To the extent that the performance condition is not satisfied at the end of the three year period
after grant, the award will lapse. There will be no ability to retest performance over subsequent
years. For future awards different performance conditions may be applied. The Association of
British Insurers and key shareholders will be consulted in the event of different performance
conditions applying to future awards. However no performance conditions that are materially less
demanding than those described above may be applied to future awards without prior shareholder
approval.

Awards will lapse six months after they vest unless the remuneration Committee determines otherwise.

Directors’ pension entitlements
The accrued pension entitlements of the directors are as follows:

Increase in Increase in

accrued  accrued pension Accrued Increase

pension benefits earned pension Transfer Transfer in transfer

benefits in the period Transfer entitlement at value at value at value less

earned in excluding value of 29 January 29 January 31 January director’s

the period inflation increase 2005 2005 2004 contributions

£ £ £ £ £ £ £

A.H.A. Osborn 1,246 684 13,197 18,984 367,844 327,750 40,094
R.A.K.W. Piggott 7,526 5,955 61,900 57,115 593,789 462,450 131,339

The accrued pension entitlement shown is that which would be paid annually on retirement at age
60 and is based on pensionable service to 29 January 2005. The increase in the accrued
entitlement is the difference between the accrued benefit at the period end and that at the previous
period end. All transfer values have been calculated on the basis of actuarial advice in accordance
with Actuarial Guidance Note GN11. The transfer values of the accrued pension entitlement
represent the value of assets that the pension scheme would need to transfer to another pension
provider on transferring the scheme’s liability in respect of the director’s pension benefits. They do
not represent sums payable to individual directors and, therefore, cannot be added meaningfully
to annual remuneration. Whilst members of the scheme have the option to pay Additional Voluntary
Contributions, no such contributions have been made by the directors. During the period, in addition
to the amounts disclosed above, a contribution of £85,600 was made to a Funded Unapproved
Retirement Benefit Scheme for A.H.A. Osborn. The accrued tax liability of £80,000 arising on this
contribution will also be paid by the Company when it falls due. Further contributions are to be
made over the period until Mr Osborn’s normal retirement date in June 2009 in respect of a deficit
in the value of the FURBS arising from a shortfall in the investment returns achieved since the scheme
was established. The current deficit, including the related income tax and national insurance
contributions, is estimated to be in the order of £750,000. Accordingly a charge of £150,000,
being one-fifth of the total deficit, has been made in the current financial period.

J. Martin
Chairman of the Remuneration Committee

1 April 2005
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GOVERNANCE

The 1998 Combined Code on Corporate Governance (“the Code”), issued by the London Stock
Exchange, was revised in July 2003.

The following statements address the principles of the Code and provide an explanation of the
Group’s application of, and compliance with, the provisions of Section 1 of the Code.

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 three other non-executive directors. Mr P.E. Cooper and Mr M.P. Adams, having
served on the Board for more than nine years, are not considered to be independent under the
provisions of the Code. Mr J. Martin and Mr J. Herbert have no links with the Group other than
their personal shareholding and are considered independent. Mr J. Martin is the appointed senior
independent director.

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. Non-executive directors not considered independent under
the Code will be offered for re-election every year.

All directors are able to seek independent professional advice at the Group’s expense should they
consider it necessary. The Company Secretary is responsible for ensuring that Board procedures
are followed and all directors have access to the Company Secretary. All directors receive
appropriate training relevant to their experience and position within the Company.

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.

During the period the Board undertook an evaluation of its performance and the performance of
its individual directors and the separate committees. The evaluation comprised a series of
interviews and the completion of questionnaires. The conclusions were the subject of a discussion
by the Board. The performance of the Chairman was appraised by the senior independent
director.

Relations with shareholders

The executive directors meet with institutional shareholders twice yearly following publication of
the Group’s interim and final results, and at other times by arrangement. The Company’s
stockbroker prepares a feedback document following these meetings to help the directors to gauge
their effectiveness. In future, the Company’s senior independent director will attend a number of
the meetings with institutional shareholders.

The Chairman is available to discuss matters of governance and strategy with major shareholders
should they so wish.

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. 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
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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:

° a clear, decentralised organisation structure with well defined lines of responsibility with, at
it’s 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 to the Board;

° a comprehensive reporting system operated by each division;

° 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
financial 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.

Internal audit function

The Group has an internal audit function which focuses on its retail outlets. Systematic audits are
carried out on a regular basis to ensure compliance with the Group’s procedures relating to stock
management and cash control. No head office internal audit function exists as a combination of
experienced and long serving senior management, coupled with effective systems of management
and control, ensure that the process of risk assessment and internal control evaluation are carried
out well.

Auditors’ independence

PricewaterhouseCoopers LLP, the Company’s auditors, have confirmed in writing to the Company
that they are independent of the Group as required by Accounting Standard SAS240. In addition,
all non-audit expenditure in excess of £5,000 is ratified by the Audit Committee prior to
commencement.

Audit Committee

The Audit Committee comprises of Mr P.E. Cooper, Mr J. Herbert and Mr J. Martin, the latter
serving as chairman. The Committee met on five separate occasions during the year; all members
of the Committee attended each meeting. The Group’s Chief Executive and Finance Director may
join the meetings of the Committee by invitation of its chairman.
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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.

The Committee meets annually to consider the re-appointment of the auditors and to approve their
remuneration and terms of engagement. The re-appointment of the auditors is formally ratified by
shareholders at the Annual General Meeting.

The Group has a documented procedure by which members of staff may raise concerns, in
confidence, about possible acts of impropriety by other employees. This procedure has been approved
by the Committee.

Nominations Committee

The Nominations Committee is chaired by Mr J. Herbert. The other non-executive directors serving
on the committee are Mr J. Martin and Mr M.P. Adams. Although the committee did not meet
during the period under review it will meet on 4 May 2005 to consider the directors eligible for
re-election at the 2005 annual general meeting, and the appointment of a new chairman.

Terms of reference

The terms of reference of all sub-committees of the Board are available for inspection at the offices
of the Company during normal working hours and will be available for inspection at the place
of the Annual General Meeting for at least 15 minutes prior to and during the meeting.

Going concern

After making enquiries the directors are satisfied 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 18, is made with a view to distinguishing between 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 the financial statements. The directors are also
responsible for the preparation of the 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.

Compliance statement

In the opinion of the directors the Group has complied with the provisions of Section 1 of the
Code throughout the accounting period, with the exception of the following:

° the Nominations Committee did not meet prior to the annual general meeting held on 27 May
2004 to consider the directors standing for re-election;

° the Code requires that all of the members of the Remuneration Committee and Audit
Committee are independent non-executive directors. Whilst one of the members of each
Committee is not considered to be independent under the terms of the Code, the Company
believes that he is independent in relation to his responsibilities as a member of each
Committee.
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Independent Auditors’ report to the members of Alexon Group plc

We have audited the financial statements which comprise the Group profit and loss account, the
balance sheets, the cash flow statement, the statement of total recognised gains and losses, and
the related notes. We have also audited the disclosures required by Part 3 of Schedule 7A to the
Companies Act 1985 contained in the directors’ Remuneration Report (“the auditable part”).

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. The directors are also responsible for preparing the
directors’ Remuneration Report.

Our responsibility is to audit the financial statements and the auditable part of the directors’
Remuneration Report in accordance with relevant legal and regulatory requirements and United
Kingdom Auditing Standards issued by the Auditing Practices Board. 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 in 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 financial statements give a true and fair view and
whether the financial statements and the auditable part of the directors’ Remuneration Report have
been 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 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, the unaudited part of the directors’ Remuneration Report
and the Corporate Governance Statement.

We review whether the Corporate Governance Statement reflects the Company’s compliance with
the nine provisions of the 2003 FRC Combined Code 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 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 and the auditable part of the directors’ Remuneration Report.
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
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assurance that the financial statements and the auditable part of the directors’ Remuneration Report
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 at 29 January 2005 and of the profit and cash flows of the Group for the 52 weeks
then ended;

° the financial statements have been properly prepared in accordance with the Companies
Act 1985; and

° those parts of the directors’ Remuneration Report required by Part 3 of Schedule 7A to the
Companies Act 1985 have been properly prepared in accordance with the Companies Act
1985.

PricewaterhouseCoopers LLP

Chartered Accountants 10 Bricket Road
and Registered Auditors St Albans

Herts. AL1 3JX
1 April 2005
Notes :

a) The maintenance and integrity of the Alexon Group plc website is the responsibility of the
directors; the work carried out by the auditors does not involve consideration of these matters
and, accordingly, the auditors accept no responsibility for any changes that may have
occurred to the financial statements since they were initially presented on the website.

b) Legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in other jurisdictions.
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Accounting convention
The financial statements are prepared under the historical cost convention and in accordance with
the Companies Act 1985 and applicable accounting standards.

Basis of consolidation

The financial statements consolidate the accounts of Alexon Group plc and its subsidiary
undertakings. 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. All companies within the Group have coterminous
accounting periods.

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 the full value of sales made
in concessions. In accordance with Financial Reporting Standard No. 5, Application Note G,
turnover excludes the value of goods sold in the period which, it is estimated, will be returned for
refund by customers after the period end date. The estimate is based on historical evidence of the
level of customer returns.

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 contracts to hedge against fluctuating exchange rates in relation to
purchases made in foreign currencies. Gains and losses arising on the contract are deferred until
the underlying transaction is recognised in the profit and loss account.

Foreign currency

Transactions in foreign currencies are recorded at the rate of exchange ruling at the date of the
transaction, or at the exchange rate of a related forward contract where appropriate. Assets and
liabilities denominated in foreign currencies are retranslated at the rate of exchange ruling at the
balance sheet date, or at the exchange rate of a related forward contract where appropriate. 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 and any provision for impairment. Depreciation
is calculated using a reducing balance or straight line basis depending on the nature of each
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business unit’s activities. All assets, except freehold land, are depreciated at rates calculated to
write off the cost, less estimated residual value, over expected useful lives as follows :

Freehold property - 4% p.a.

Short leasehold property  — over term of lease

Vehicles - 20% to 25% p.a.

Plant and machinery - 10% to 25% p.a.

Fixtures and fittings - 10% 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.

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 to its expiry.

Taxation

Current UK corporation tax is provided at amounts expected to be paid, or recovered, using the
tax rates and laws that have been enacted or substantially enacted by the balance sheet date.

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 to 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.

STATEMENT OF

ACCOUNTING
POLICIES




STATEMENT OF

ACCOUNTING
POLICIES

ALEXON GROUP PLC

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 SSAP 24 “Accounting for Pension Costs” but has given additional disclosures
as required by FRS 17 “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. The Group does not contribute to the stakeholder scheme.

Share schemes

The Group has established the Alexon Employee Share Ownership Trust to meet obligations arising
from the executive share option scheme and long term incentive scheme. Shares acquired by the
Trust are included within shareholders’ funds and are valued at cost.

During the period the Group has adopted UITF 17 (revised 2003), ‘Employee Share Schemes’,
and UITF 38, ‘Accounting for ESOP Trusts’. This change in accounting policy has led to some
of the comparative figures in the financial statements being restated. Further details are given in
note 21.

Awards made under the long term incentive scheme are charged to the profit and loss account
over the period in which they vest to the employees. The proportion of the award that is likely to
vest is assessed at each period end and an adjustment is made to the current period’s profit and
loss account to reflect any variation from previous assessments.

National Insurance contributions arising from the exercise of share options and the award of
shares is charged to the profit and loss account over the period in which the awards vest to the
employees. The provision made for potential future exercises is adjusted to reflect changes in the
market value of the Company’s shares. This adjustment is charged to the profit and loss account
over the remaining period in which the awards vest to the employees.



