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6 Directors’ Report. Part 1. General

The directors have pleasure in submitting their annual report together with the financial statements of the Company and the Group for the 52
weeks ended 26th August 2000.

Directors

The directors of the Company at the date of this report are shown on the inside back cover. Ali of them were in office throughout the whole of
the year under review, except for David Michels who was appointed on 16th August 2000. In accordance with the Company’s articles of associ-
ation, Mr Michels will retire at the forthcoming annual general meeting and will be standing for re-appointment. He is a non-executive director
and does not have a contract of service.

John Brown held office as a non-executive director at the start of the year but retirad from the board at the conclusion of the annual general
meeting on 20th January 2000.

The directors retiring by rotation, in accordance with the articles of association, are Nigel Hall, Caroline Marland and Cilla Snowhball. Nigel Hall
will be seeking re-appointment at the annual general meeting. He is an execulive director and has 3 contract of service that may be terminated
by the Company on 12 months’ notice.

Caroline Marland and Cilla Snowball are non-executive directers and will not be seeking re-appointment. Carcline Marland joined the board in
June 1992 and has therefore completed the narmal maximum term of service for the Companys non-executive directors. Since Cilla Snowball
joined the board in June 1998, the competing demands on her time have increased to such an extent that she has reluctantly decided to retire
from the board at this stage. The board wishes to thank Caroline Marland and Cilla Snowball for their significant contributions to the*Company
over the period of their directorships.

Principal activities and business developments

The principal activities of the Group during the financial year were the retailing of clething and clothing accessories in the UK and internationally
through stores, home shopping catalogues and the Internet. Developments in the Group's business during the year and likely future
developrnents are described in the Chairman’s Statement, the Chief Executive’s Review and the brand commentaries in the Annual Review

and Summary Financial Statement published simultaneously with this report.

Results for the financial year and dividends
The Group's result for the financial year was a ioss before tax and exceptional items of £8.5 million. After tax and excepticnal items, the loss
was £152.1 million. Accordingly the directers do not recommend the payment of a final dividend. Further comment on the results js given in
the Operating and Financial Review cn pages 2 1o 4.

Share capital
Details of the Company’s share capital at the year-end are set out in note 22 to the accounts. No shares were issued by the Company during
the financial year and no further shares have been issued between the year-end and the date of this report.

Authority to allot shares

Section B0 of the Companies Act 1985 states that directors may not exercise a company’s power te allot its unissued shares uniess they are
given autherity to do so by resolution of the shareholders in general meeting. Section 89 of the Act requires that any shares allotted wholly
for cash must be offered to existing shareholders in proportion to their holdings, but this requirement may be modified by the authority of a
special resolution of shareholders in general meeting. It has become customary for the directors to seek both types of authority at each annual
general meeting and authorities were duly obtained in January 2000. These remain valid untii the cenclusion of the forthcoming meeting.

Afthcugh the directors have no present intention of using the autharities, they cansider it prudent to seek their renewal for a further period.
Accordingly, a resolution will be put to the annual general meeting to authorise the directors to allot unissued shares and a special resolution
will be proposed to renew the directors’ authority to allot shares for cash, other than to existing sharehalders in proportion to their holdings, in
each case up to the aggregate nominal value stated in the relevant resolution. These autharities will expire at the conciusion of the annuai gen-
eral meeting in 2002 or 15 maonths after the date of the passing of the resolutions, whichever is the earlier.

Authority to purchase own shares

Subject to the authority of shareholders in general meeting, the Company is empowered by its articles of association to purchase its own
shares. Although no purchases have been made so far, it has become customary for shareholder authority to be sought at each annual general
meeting and such an autherity was duly obtained in January 2000 in respect of 18.5 million shares. This autharity remains valid until the
condlusion of the forthcoming meeting and the directors consider it prudent to seek its renewal for 2 further period.

Accordingly, a special resolution will be put to the annual general meeting to authorise the Company to make market purchases of its issued
shares. The maximum number of shares which may be acquirad pursuant to this authority and the minimum and maximum prices at which
they may be purchased are as stated in the resolution. The authority will expire at the conclusion of the annual general meeting in 2002 or 18
months after the date of the passing of the resolution, whichever is the earlier,

The board has no current intention of exercising this authority but will keep the matter under review, taking into account other investment
opportunities. The authority will only be exercised if the directors believe that to do so would result in an increase in earnings per share and
would be in the best interests of shareholders generaily.
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Directors” Repart. Part 1. General 7

Employment policies .

The Group is committed to the principle of equal opportunity in employment. It seeks to ensure that all applicants ar employees receive equal
treatment on the grounds of gender, marital status, race, colour, nationality, ethnic or national origin, religion, disability or sexuality and are not
disadvantaged by conditions or requirements, including 3ge limits, which cannat be objectively justified on job-related grounds. It applies
employment policies that are fair and equitable and which ensure that entry into, and progression within, the Group are determined solely by
the application of job criteria and by personal aptitude and competence.

It is the Group’s policy to comply with best practice on the employment of disabled people. Full and fair consideration is given to every
application for employment from disabled persons whose aptitude and skills can be utifised within the business and to their training and
career development, Wherever possible, this includes the retraining and retention of staff who become disabled during their employment.

All staff are informed about matters concerning their interests as employees and the financial and economic factors affecting the Group. Usuaf
management communication channels are supplemented by 'in View’, the Group’s staff magazine, and the Report and Accounts, which is
available to all staff through the Group’s Internet website. Te encourage the two-way flow of information, particularly on operational issues, an
employee suggestion scherne operates throughout the Group.

The Group promotes the involvement of employees in its performance through their participation in the share schemes described in Part 3 of
the Directors’ Repart and in various performance-related bonus schemes.

The directors recognise the importance of a well educated and highly trained workforce. The Group therefore encourages its employees to
undertake continuaus personal development and invests heavily in training programmes aimed at achieving the highest standards of personal
performance and customer service.

Major shareholdings
As at 17th Novernber 2000, the latest practicable date before printing, the Cormnpany had been informed of 1he following rotifiable interests in
its shares:

No. % of issuad
of shares shares
FMR Corp and Fidelity International Ltd 22,931,013 1212%

Directars” interests

The interests, all of which are beneficial, of the directors and their immediate families in the share capital of the Company at the beginning and
end of the financial year, according to the register maintained under section 325 of the Companies Act 1985, are set out in the table below.
This table excludes interests arising under the Group’s employee share schemes, details of which are given in Part 3 of the Directors’ Report.

26th August 2000 28th August 1999*

No. of shares No. of shares
Adam Broadbent 30,000 30,000
Keith Cameron 122,296 132,296
Bernard Cragg 10,000 10,000
Nigel Hall 54,588 34,018
John Hoerner 1,101,068 210,941
Richard Maney 23,854 23,854
Caroline Marland 3,710 3,710
David Michels - -
Cilla Snowball 2,668 2,668

*Cr date of appointment if fater

Between the year end and 17th November 2000, being the latest practicable date before printing, certain directors’ beneficial interests
increased foliowing purchase of shares in the market as follows:
No. of ordinary shares purchased

john Hoerner 100,000
Keith Cameron 49,000
Richard Maney 10,000
David Michels 10,000

There were no other changes in directors’ interests during this peried.

The executive directors, together with other employees of the Group, are potential beneficiaries of various employee trusts and, as such,
are deemed by the Companies Act 1985 to be interested in the Arcadia Group shares hefd by those trusts. At 26th August 2000 these
shareholdings totalled 2,450,348 shares (28th August 1999 - 2,307,328 shares).

At no time during the year did any of the directors have a material interest in any significant contract with the Company or any of its
subsidiaries.
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8 Directors’ Report. Part 1. General

Supplier payment policy and practice

The Company's poficy concerning the payment of suppliers is either to agree terms of payment at the start of business with each supplier or to
ensure that the supplier is made aware of the Company’s standard payment terms, and in either case to pay in accordance with its contractual
or other legal obligations. The Company's trade creditors figure at 26th August 2000 was equivalent to 25 days, based on average daily
amounts invoiced by suppliers during the year. A copy of the Company’s standard payment terms may be obtained from the registered office
during normal working hours.

Charitabie and political donations
Denations for charitable purposes amounting to £249,450 were made during the year. There were no donations for palitical purposes.

Environment

The Group is exploring envirenment friendly initiatives in conjunction with the United Kingdom Government’s campaign ‘Are You Doing Your
Bit?', which is aimed at the country’s biggest companies. Steps already taken by the Group include the use of a single electricity supplier,
thereby controlling its power consumption more efficiently as well as reducing bills; transporting garments in reusable long-life plastic contain-
ers rather than cardboard boxas; packaging recovery measures; and the reduction of paper consumption through the increased use of electron-
i¢ mail. In addition, the Group has increased its involverment with Gifts in Kind and BOF New Life, which de-label soiied and damaged stock and
put it 1o charitable use.

Economic and Monetary Union (Euro)

The Group's preparations for introduction of the Euro have continued and Euro-denominated payments are accepted in all of its stores. Systems
are being developed 1o deat with other effects of the Euro in those first wave countries where the Group trades, principally the Repubhc of
treland, and an employee training and communication programme is underway in those countries. Should the United Kingdom adopt the

Eurg in future, the impact on the Group’s business would be sigmificant. All of its systems would te affected and would have to be made Euro-
compatible. Contingency plans for the necessary investment in systems and training are in place, the estimated cost of this conversion being
about £10 million. The Group’s planning is consistent with the United Kingdom Government’s National Changeaver Plan.

Auditors
PricewaterhouseCoopers are willing to continue in office and a resolution for their re-appointment as auditors, at a remuneration 1o be fixed by
the directors, wili be propased at the annual genera! meeting.

Directors’ Report. Part 2. Corporate Governance

As required by the Listing Rules of the Financial Services Authority, this part of the Directors’ Report explains the manner in which the Company
has applied the principles and complied with the best practice provisions of the Combined Code on Corporate Governance published by the
Hampel Committee in June 1998.

Board of directors

The Company is led by a board of directors, the majority of whose members are non-executive. The board has a schedule of ten fegular meet-
tngs a year, and meets additionally when necessary, to consider and review all matters relating to the averall contral, strategy and business per-
farmance of the Group.

Other items on the schedule of matters specifically reserved for the decision of the board include the approval of operating budgets and pians,
major capital expenditure, treasury policies (including those celating to foreign exchange and interest rate hedging), approval of the published
financial statements and dividend declarations. Prior to each of the regu’ar board meetings, every director receives a repart on the Group's
current trading performance and financial position together with information relevant to the specific business of the meeting.

The board is chaired by Adam Broadbent, a non-executive director, who has primary responsibility for its effective operation and particularly for
ensuring that all directors are properly briefed on the matters coming before them. There is a clear distinction between the chairman’s role and
that of the chief executive, who is responsible for managing the Group’s business.

This separation of responsibilities, together with the ratio of board membership between executive and non-executive directors, ensures there is
a balance of power and authority at the head of the Company. The views of ali directors are taken into account in the decision making process.

The board considers ail of the non-executive directors to be independent of management and free from any business or other relationship that
could materially interfere with the exercise of their independent judgement. The difference between the chairman's remuneration and that of
the other non-executive directors reflects the chairman’s particular responsibiiity for the effective operation of the board and the additional
derands this places on his time. It does not indicate a lesser degree of independence on his part.

The directars have access to the services of the company secretary for any information or advice they may require. In addit:on, there is an
established procedure for directors o take independent professional advice, at the Company’s expense, should they find it necessary to

do 5o in the furtherance of their duties. Non-executive directors are encouraged to keep themselves informed of developments in the Group's
operations by meeting senior members of management, visiting the Group’s stores and making use of its other retailing facilities on a regular
basis.

The remuneration and nomination committee is responsible for making recommendations to the board on the appointment of new directors,
bath executive and non-executive. All directors are expected to bring independent judgemert to bear on the matters ceming before them, and
10 this end it is the Company's palicy to provide newly appointed directors with guidance and training apprepriate 10 their previous experience.
Non-executive directors are normally expected to serve on the board for between six and nine years.
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Directors’ Report. Part 2. Carparate Governance 9

Cirectors' remuneration

Remuneration of the executive directars is decided by the remuneratien and nomination committee, which caomprises all the non-executive
directors and is chaired by Adam Broadbent. Members of the committee have no personal financial interest {other than as shareholders) in the
matters to be decided, no potential conflicts of interest arising from cross-directorships and no other relationships that could materially
interfere with the exercise of their independent judgement.

The committee has access to professional advice on remuneration matters both within the Group and from external specialists in this field.
It has regard to the levels of pay and benefits prevailing efsewhere within the Group when deciding an the executive directors’ remuneration.
It also takes account of the views of the chief executive when considering the remuneration of the other executive members of the board.

Remuneration of the non-executive directors is decided by the board, based on proposals on which non-executive directors do not vote.
Proposals in relation to the chairman are made by the chief executive following consultation with the other non-executive directors. Proposals
for the remaining non-executive directors are made by the chairman and chief executive jointly.

Information concerning the Group's policies on directors’ remuneration and on each director’s remuneration during the year under review is set
out in Part 3 of the Directors’ Report.

Relations with shareholders

The Company seeks to establish constructive relationships with all shareholders. Regular dialogue with institutional shareholders via the Group's
investar relations department is supplemented by periodic meetings with the chief executive and finance director. Formal presentations are
made 10 instituticnal investors and analysts at the time of each intenm and full year resuits announcement.

Care is taken 1o ensure that any price-sensitive information is disclosed simultanecusly to 2\l shareholders, both institutional and private, in
accordance with the requirements of the Financial Services Authority.

The annual general meeting is the Company's principal opportunity to communicate directly with private sharehclders. The board seeks to
make best use of this opportunity by ensuring that the chairman of the board, the audit commitiee and the remuneration and nomination
commitiee, together with all the executive directors, are present at the meeting to answer any questions that shareholders may wish to raise.

It is the Company's practice to announce the leve!l of proxy votes cast for and against each resolution put to a general meeting, after the
resolution has been dealt with on a show of hands.

!n addition to receiving Interim and Annual Reports and the Annual Review and Summary Finzncial Statement, shareholders can obtain infor-
mation about the Group by visiting its Internet website (www.arcadiagroup.co.uk).

Accountability and audit
The board has an audit committee, which consists entirely of non-executive directors. The current members of the committee are listed on the
inside front cover. As previously stated, all of the non-executive directors are independent within the meaning of the Combined Code.

The committes normally meets four times a year, with the external auditors in attendance on every occasion. Although the chief executive and
finance director are also usually in attendance, part of at feast two meetings each year is held between the non-executive directors and external
auditors in private.

The principal duties that the board has delegated to the audit committee are to approve the scope of the work to be undertaken each year by
both the external auditers and the internal audit department; to consider the results and cost-gffectiveness of the audit and the abjectivity and
performance of the auditors; to review the Group’s system of internal control and to moniter its effectiveness; and to consider the interim and
annual financial statements before they are submitted to the board, fucusing particularly on accounting policies and compliance and on areas
of management estimate or judgement.

internal control and risk management

The Group continued to operate in accordance with the recommendations of the Rutteman Working Group until May 2000, since when it has
been in full compliance with the Combined Code provisions on internal control by adopting the Turnbull Working Party's guidance published in
September 1999.

The board has overall responsibility for the Group’s system of internal control and risk management. The audit committee reviews and monitors
the system’s effectiveness on behalf of the board, while respansibility for operating the system rests with the executive diractors. The system
includes & continucus process for identifying, evaluating and managing significant business risks. It is designed to manage rather than eliminate
risk, and provide reasonabie but not absclute assurance against material misstatement or loss.

There is 3 formal organisational structure with clearly defined lines of authority and control resgansibilities. A process of planning and
monitoring provides regular reparts to both management and the board on financial and operational performance.

All senior executives complete an annua! survey of business and financial risks, assessing their potential impact on the business. This survey is
conducted by a contrel and risk management commitiee comprising representatives from all parts of the Group. The survey results form the
basis of a twice-yearly report by the executive directors to the audit committee, which considers this report alongside other reports from the
nternal audit department and the external auditors to arrive at a balanced assessment of control effectiveness throughout the Group.

The audit committee reports on its assessment 10 the board, so that the board can reach its own informed view on control effectiveness. The
first half-yearly cycle was completed prior to the date of this report.
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—10 Directors’ Repart. Part 2. Corporate Goverpance .~~~ =~

Directors’ responsibilities for preparation of the financial statements
The directors are required by company law to prepare financial statements for each financial year that give a true and fair view of the state of
affairs of the Company and of the Group at the end of the financial year and of the profit or loss for that period.

In preparing these statements, which should be produced on a going concern basis unless the directors consider it inappropriate to do so, the
directors are required to adopt suitable accaunting policies and apply them consistently, make judgements and estimates that are reasonable
and prudent, and comply with all applicable accounting standards.

The directors are responsible for maintaining adequate accounting records that disclose with reasonable accuracy at any time the financial
paosition of the Group and the Company and enable them ta ensure that the financial statements comply with the requirements of the
Companies Act 1985. They are also responsible for safeguarding the assets of the Group and the Company and for taking reasonable steps for
the prevention and detection of fraud and other irregularities.

Going concern

After reviewing current performance and detailed forecasts, taking into account available bank facitities and rmaking further inquiries as
considered appropriate, the directors are satisfied that the Group and the Company have reasonable resources to enable them to continue
in business far the foreseeable future. For this reason the directors believe it is appropriate to continue to adopt the going concern basis in
preparing the financial statements.

Statement of compliance with the Code of Best Practice :
Throughout the year under Teview the Company has complied with all the best practice provisions set cut in Section 1 of the Combined Code
on Corporate Governance, except as detailed below.

The board has not appointed a senior independent director {other than the chairman) to wham concerns can be conveyed. Since the chairman
is an independent non-executive director and shareholders are welcome to convey concerns to him or any other member of the board at any
time, such an appointment is not considered necessary.

The executive directars’ service contracts do not provide explicit compensation commitrnents in the event of early termination of the director’s
appointment. The remuneration and nominatfon committee would consider ali the relevant circumstances when deciding the appropriate leve!
of compensation in such an event.

Directors’ Report. Part 3. Remuneration

The purpose of this part of the Directors’ Report is to inform shareholders of the Company’s palicies on directrs” remuneration and to provide
details of the remuneration of each director. Policies are described in the paragraphs that foliow. Remuneration statistics, including details of
the executive directors’ share options, are set out in tables 1 1o 3 on pages 13 w0 14.

As stated in Part 2 of the Directors’ Report, remuneration of the executive directors is decided by the remuneration and nomination commitiee,
which consists entirely of independent non-executive directors whose names are listed on the inside front cover.

Remuneration policy for executive directors and senior executives
The Group aims to attract, motivate and retain high calibre executives by rewarding them with competitive salary and benetit packages that
are linked to both individual and business performance. The compenents of these packages are described below.

Performance-related elements of remuneration (principally annual bonuses and share options) form a significant propartion of the packages
and are designed o atign executives’ interests with those of shareholders. In designing these elements, the remuneration ang nomination
committee has taken account of the provisions of Schedule A to the Combined Code.

Salaries

Salary ranges are established by reference 1o those prevailing in the employment market generally for executives of comparable status,
responsibility and skills. Particuar regard is paid to salary levels within other leading companies in the retail sector, These comparisons are
made with the assistance of independently compiled remuneration data.

Individual salaries are then determined by personal factors. These include the individual's performance as measured by a formal appraisal
process, the achievement of recognised job qualifications where relevant, and any other matters likely to affect a particular executive’s value in
the employment rmarket.
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Directors’ Report. Part 3_Remuneration 11

Pensions

All executive directors and senior executives are eligible for membership of the Arcadia Group Senior Executives Pension Scheme, which is
Intand Revenue approved. Since 15t March 1996 the scheme has been non-contributary for all members. it provides members with a pension of
up 10 two-thirds of pensionable salary on retirement at age 60, subject to their having completed at least 20 years’ service with the Group.
Pensionable salary covers basic pay alone and no other items of remuneration are taken into account. The scheme also provides a lump sum
death in service benefit and pensions for dependants of members on their death in service or following retirement.

Members who joined the scheme after May 1989 are subject to the salary cap {currently £91,800} on Inland Revenue approved pension
schemes, Accordingly it is the Group’s policy to provide these members with appropriate pension benefits outside the scheme in relation 1o the
part of their salary that exceeds the cap.

The scheme is governed by an independent trust. Its trustees include an actuary and a solicitor, both of whom are independent from the Group
and expert in pension matters. Responsibility for investment of the scheme’s funds has been delegated by the trustees to professional
investrnent managers. in accordance with best practice for company pension schemes, the investment managers are not permitted 1o invest
scheme funds in the Group’s own assets or shares.

Performance-related bonuses

Executive directors and senior executives, in common with mast other categories of staff, participate in a benus scheme that is linked to the
achievement of financial and other performance targets. For executives working within individual profit centres, these targets relate to the
performance of the relevant profit centre. In ali other cases, the targets refate t¢ the performance of the Group as a whole.

Each individual’s bonus potential is expressed as a percentage of salary, ranging fram 30% of saiary for executives of the lower grades to 70%
of salary for executive directors and executives of the highest grade. Actual bonus payments can exceed these levels for exceptional business
performance, but are normally subject to a cap of 100% of salary.

Performance targets for the Group as a whole are based on profit before tax and exceptional items. There are twa levels of profit target set by
the remuneraticn and normination committee at the start of each year. The lower 1arget normally represents achieved profit in the previous
financial year while the upper target normally requires a substantial improvement on that figure. Bonus starts to accrue when the lower target
is exceeded and the full bonus potential is paid for achievement of the upper target. Proportional bonuses are paid for profit achievement
between the targets or in excess of the upper target, subject to the normal cap of 100% of salary.

The Burton Group 1987 Executive Share Option Scheme
This scheme was discontinued in January 1996 and no further options have been or will be granted under the scheme since that time.
However, options previously granted under the scheme were unaffecied.

As part of the shareholder-approved arrangements for the demerger of Debenhams, the rules of the scheme were amended in January 1998
s0 as to give all participants two choices with respect to their extant options. Participants could chease either to exercise their options prior to
the demerger or to continue their options following the demerger and to have the terms of such options adjusted to reflect the impact of the
demerger on the market price of the Company’s shares. The effect of these adjustments was to alter the number of shares subject to the
continuing options and to change the option price per share, such that the total amount payable on exercise of the option remained the same,

To facilitate these adjustments, the Company issued to the trustees of an employee trust the aggregate number of shares covered by the con-
tinuing options. The total subscription price was equal to the aggregate amount that would have been payable if all such options had been
exercised. As a resuylt, the employee trust holds sufficient shares to satisfy the continuing options and these will be delivered from trust to the
participants as and when the options are exercised.

Arcadia Group Approved and Unapproved Executive Share Option Schemes
These schernas were adopted in January 1998. The Approved scherme was designed far and has raceived Inland Revenue approval but the
Unapproved scheme is not capable of such approval.

The schemes enable the Company to grant options over Arcadia Group shares to its employees at prevailing rarket prices at the time of grant,
These options are normally exercisable not earlier than thvee years and naot later than ten years after the date of grant and only while the
employee remains in the Group’s employment. At the Company's discretion they may be satisfied either by the issue of new shares or by the
delivery of existing shares from an ermnployee trust.

All options granted under the schemes are subject to a performance condition that must be satisfied before the options may be exercised. For
options granted to date, this condition requires the Company to have achieved earnings per share growth of at least 9% in excess of inflation
{as measured by the Retail Prices index) over a three-year period.

Under current policy, the maximum number of shares which may be ptaced under option for any executive is based on a formula whereby the
aggregate option exercise price equals a specified multiple of remuneration (being the total amount of salary and benus received by the execu-
tive in a period of 12 months during the previgus three years). These multiples range from four times remuneration for executive directors to
one times remuneration for senior executives of the lowest grade.

During the year, options were granted under the schemes to approximately SO employees to acquire some 1.2 million shares at an aggregate
exercise price of £1.2 miflion.
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12 Directors’ Report. Part 3 Remuneration

Arcadia Group Sharesave Scherme

This Infand Revenue approved scheme, which was adopted in January 1998, enables the Company 1o grant options over Arcadia Group shares
to eligible employees who agree to save up 10 £250 per month over a period of three, five o seven years. At the Company’s discretion they
may be satisfied either by the issue of new shares or by the delivery of existing shares from an employee trust. The option price is not less than
80% of the market price at the time of grant.

During the year, options were granted under the scheme to approximately 2,500 employees to acquire some 6.5 million shares at an
aggregate exercise price of £6.7 million.

Arcadia Group Profit Sharing Scheme

All employees who satisfy the relevant eligibility criteria are able 1o participate in any allocation made by the Group under its inland Revenue
approved Profit Sharing Scheme. This scheme permits a portion of the Company's annual profit to be used for the acquisition of Arcadia Group
shares that are held in trust and apportioned equitably among participating employees,

No allocation has been made in respect of the year under review.

Notice periads
Each of the executive directors has a contract of service that is terminable by the Company on giving 12 months’ notice

Under current palicy senior executives have notice periods which range from three months to one year, depending on grade. A few sénior
executives af the higher grades wha joined the Group prier to introduction of the current policy retain notice periads of up to twa years.

Taxable benefits

Executive directors are eligible for a range of taxable benefits that include the provision of a company car and payment of its operating expens-
es including fuel; membership of private medica! and dental expenses insurance schemes; and reimbursement, up to specified limits, of the cost
of personal financial advice, of the annual subscription to an appropriate professional body, and of home telephone charges. Senior executives,
depending on grade, are eligible for certain of these benefits.

The Group operates a Flexible Reward arrangement for zll of its employees at middle management level and above. This arrangement allows
eligible emplayees to surrender the whale or part of certain benefit entitlerments in exchange for their cash equivalent paid as a salary
supplement, or to select certain additicnal benefits in return for a salary sacrifice. While being cast neutral to the Group, this arrangement
allows employees to choose the benefit packages that are most appropriate to their personal circumstances.

Staff discount
The Group provides all levels of staff with a discount on merchandise sold through its retail outlets and home shopping services, but this
discount does not extend to marchandise sold by concessions operating within its stores.

Remuneration policy for non-executive directors

The sole remuneration for non-executive directors consists of fees for their services in connaction with board and board committee meetings
and, where relevant, for additional services such as chairing the board or & board committee or devoting additionat time and expertise for the
benefit of the Group. They do not have contracts of service, are not eligible for pension scheme membership, and do not participate in any of
the Group’s bonus, share option or other incentive schemes. The only benefit to which they are entitled is the staff discount described above.

On behalf of the Board

lan Jackman L
Company Secretary
18th October 2000 I :
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Directors’ Report. Part 3. Remuneration 13

Table 1: Directors’ emoluments

Salariesfiees Taxable Benefity QOther Totat
£000 £000 £000 £Q00
2000 1999 2000 1999 2000 1999 2000 1999
Executive Directors
John Hoerner 515 515 50 &1 - - 565 566
Keith Cameron 275 275 28 29 - - 303 304
Nigel Hall 238 225 29 36 - - 267 261
Richard Maney 275 275 27 24 60 60 362 359
Non-Executive Directors
Adam Broadbant 175 175 - - - - 175 175
John Brown 25 54 - - - - 25 54
Bernard Cragg 38 19 - - - - 38 19
Caraline Marland 34 34 - - - - 34 34
David Michels 1 - - - - - 1 -
Ciilla Snowhall 34 34 - - - - 34 34
Total board 1,610 1.606 134 140 &0 60 1,804 1,806

Notes:

1. The figures in this table relate only to the period of each director’s membership of the board. Directors were members of the board through-
out both financial years except that (i} Bernard Cragg was appointed on 11th February 1999, (i} John Brown retired on 20th January 2000, and
(iii) David Michels was appointed on 16th August 20C0.

2. The "other" ¢olumns show the grass amounts Richard Maney elected to take as salary supplements in lieu of contributions to his individual
maoney purchase pensicn scheme mentioned in table 2. In last year’s report these columns also covered the income tax charged cn the
Company’s contributions to both lohn Hoarners and Richard Maney's individual schemes. This year the income tax has been disclosed in table
2 and, as a result, the 1999 “ather” ¢olumn in this table has been restated to reflect the different method of disclosure.

3. There were no bonus payments for either financial year.

Table 2: Directors’ pensions

Mcney purchase
schemes — pension
contributions during

Senior Executives Pension Scheme the year
Increase in

accrued pension Accumulated totai

Age at during the year accrued pension
26th August 2000 £000 p.a. at 26th August 2000 2000 1399
2000 1999 £000 p.a. £000 £000
John Hoerner 50 - 3 27 235 188
Keith Cameron 53 16 15 105 - -
Nigel Hall 45 16 15 74 - -
Richard Maney 53 3 3 7 50 50

Notes:

1. The accrued pension figures relate to the Arcadia Group Senior Executives Pension Scheme (the “Scheme™) described on page 11. All execu-
tive directors are members of the Scheme. Keith Cameron and Nigel Hall are members of the Scheme in relation to their entire basic salarigs.
Richard Maney is a member of the Scheme in relation to his basic salary up to the Iniand Revenue salary cap and is a member of an individual
money purchase retirement penefit scherme funded by the Company in relation to that portion of his basic salary not pensioned by the Scheme.
Until he reached age 60 in September 1399, John Hoerner's pension arrangements were the same as Richard Maney's {see note 2 below),

2. John Hoerner ceased to accrue pension in the Scheme when he reached age 60 tn September 1999. From that date, the Company's
contributions to his money purchase retirement benefit scheme increased by an amount equating to the cost of hus former papsion accrual.

3. The increase in accrued pension during the year is the increase after deducting the ncrease for infiation.

4. The accumulated lotal accrued pension is that which would be paid on retirernent al age 60 on the assumption that service terminated at
the end of the year, or on atlaining age 60 if earfier. On death before or after retirement, a spouse’s pension of two-thirds of the member's
pension is payable together with children's allowances, usually up to the age of 18. Early payment of a deferred pension before age 60 and
late payment of any pension after age 60 are calculated on a cost-neutral basis. Prior to retirement, the deferred pension receives statutory
increases. Post-retirement increases are guaranteed to be at the rate of 5% per annum, subject to total increases not exceeding the increase in
the retail prices index since retirement. Further increases can be paid at the discretion of the Scheme's trustees and the Company.
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14 Directors’ Report. Part 3. Remuneration

Notes {continued):
5. Members of the Scheme have the option to pay voluntary contributions; neither the contributions nor the resulting benefits are included in
this table.

6. The figures shown for contribytions to money purchase pension schemes are the gross amounts paid by the Company inclusive of income

tax. As the schemes are not inland Revenue approved, the directors are liable to income tax in respect of the Company's cantributions. This is
deducted at source and only the net amounts are actually paid to the schemes. In fast year's report only the net amounts were shown in this

table and the income tax was disclosed in the “other” celurns in table 1. Consequently, the 1999 figures in this table have been

restated to reflact the different method of disclosure.

Tahle 3: Directors’ share options

Shares Shares

Shares exercised granted Shares at
at 28th August during the during the  26th August Qption Exercisable Exercisable
1999 year year 2000 price (p) from to
lohn Hoerner 786,259 - - 786,259 104.6 24.12.1994 23.12.2001
369,420 - - 369,420 1326 26.06.1995 25 06.2002
42,536 - - 42,536 156.3 04.12.1995 03.12.2002
35,186 - - 35,106 195.4 14121997 13.12.2004
434,924 - - 434,924 429.5 26.01.2001 25.01.2008
321,265 - - 321,265 2845 12.05.2002 11.05.2002
Keith Cameron 15,990 - - 15,990 156.3 04.12.1895 03.12.2002
115,349 - - 115,349 199.4 14.12.1997 13.12.2004
27,278 - - 27,278 3208 04.12.1998 03.12.2002
232,828 - - 232,828 4295 26.01.2001 25.01.2008
2,834 - - 2,834* 3440 01.05.2001 31.10.2001
171,880 - - 171,880 284.5 12.05.2002 11.05.2009
Nigel Hall 17,852 - - 17.852 182.1 15.12.1996 14,12.2003
7,522 - - 7,522 199.4 14.12,1997 13.12.2004
186,263 - - 186,263 429.5 26.01.2001 25.01.2008
5,014 - - 5,014+ 3440 01.05.2003 31.10.2003
146,326 - - 145,326 284.5 12.05.2002 11.05.2009
Richard Maney 98,972 - - 98,972 1618 23.06.1997 22062004
) 12,538 - - 12,538 190.4 14121997 13.12.2004
232,828 - - 232,828 4295 26.01.2001 25.01.2008
2,834 - - 2,834* 344.0 01.05.2001 31.10.2001
171,880 - - 171,880 2845 12.05.2002 11.05.2008

* Options under the Sharesave Scheme

Notes:
1. Options that are exercisable from 4 December 1998 or earlier were granted under The Burton Group 1987 Executive Share Option Scheme
described on page 1.

2. Cptions other than those mentioned in note 1 above were granted under the Arcadia Group Approved antd Unapproved Executive Share
Option Schemes described on page 11 or, in the case of asterisked options, under the Arcadia Group Sharesave Scheme described on page 12.

3. Between the year end and 17th November 2000, being the Jast practicable date before printing, options were granted to the fallowing
executive directors:

No. of shares Option Exercisable Exercisable

granted price (p) from to

Nigal Hall 100,000 450 31.10.2003 30.10.2010
Richard Maney 100,008 450 31.10.2003 30.10.2010

4. The market share price at the year end was 46.5p. During the year it ranged from 240p to 38.5p.
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Auditors’ Report to the Members of Arcadia Group plc 15

We have audited the financial statements on pages 16 to 34 {ncluding the additional disclosures on pages 13 to 14 relating 10 the remunera-
tion of the directors specified for our review by the Financial Services Authority) which have been prepared under the historical cost convention
{(as modified by tha revaluation of certain fixed assets} and the accounting policies set out an page 20.

Respective responsibilities of directors and auditors

The directors are responsible for preparing the Annual Report. As described on page 10, this includes responsibility for preparing the financial
staternents, in accordance with applicable United Kingdom accounting standards. Our responsibilities, as independent auditors, are estabiished
in the United Kingdom by statute, the Auditing Practices Board, the Listing Rules of the Financial Services Authority and our profession’s ethical
guidance.

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
United Kingdom Companies Act. We also repart to you if, in gur apinion, the directors’ report is not consistent with the financial statements, if
the company has not kept proper accounting records, if we have not received al! the informatian and explanations we require for our audit, or
if information specified by law or the Listing Rules regarding directors’ remuyneration and transactions is not disclosed.

We read the ather 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.

‘We review whether the statement on page 10 reflects the Comnpany’s compliance with the seven provisions of the Combined Code specified
for our review by the Financial Services Authority, and we repart if it does not. We are not required to consider whether the board’s statements
on internal control cover all risks and controls, or 1o form an opinion on the effectiveness of the Company's or the Group's corporate gover-
nance pracedures 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 disciosures in the financial statements. It also includes an assessment of the significant esti-
mates and judgerments made by the directors in the preparation of the financial statemments, and of whether the accounting policies are
appropriate to the company's circumstances, consistently applied and adequately disclosed.

We planned and performad our audif so 25 1 obtain 3l the information and explanations which we considered necessary in order to provide
us with sufficient evidence to give reasonabie assurance that the financial statemants are free from material misstatement, whether caused by
fraud or ather irregularity or error. In forrning our apinian we also evaluated the overall adequacy of the presentatian of infarmatian 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 of the Group as at 26th August
2000 and of the loss and cash flows of the Group for the year then ended and have been properly prepared in accordance with the Companies

?}t 1985.

12D &ﬂ'P-ef A
PricewaterhouseCoopers

Chartered Accountants and Registered Auditors
London

18th October 2000
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16 Consolidated Profit and | 0ss Account

Before Befare
exceptional  Exceptional Total exceptional Exceptional Total
items items 2000 items items 1999
For the finandlal year (nots 4) (restated) (restated) {rastated)
ended 26th August 2000 Note £m fm £m £m fm fm
Turnover 2
Total retail and joint ventures 1,955.3 - 1,955.3 1,6335 - 1,5335
Less: share of joint ventures (30.3) - (30.3) (30.6) - (30.6)
Add: sales 1o joint ventures 20.0 - 20.0 19.5 - 195
Group 1,945.0 - 1,945.0 1,224 - 1,522.4
Cost of sales (1,860.9) (140.9) (2,001.8) (1,415.4) (7.1) (1,422.5)
Gross profit 84.1 {140.9) (56.8) 107.0 {7.1) 93.9
Net operating expenses 3 (69.1) - (69.1) {55.6) - {55.6}
QOperating (loss) / profit 3 15.0 (140.9) {(125.9) 51.4 7.0 443
Share of operating loss of joint ventures (3.0 - (3.0 0.3 - {0.3)
Trading {loss) / profit 12.0 {140.9) {(128.9) 51.1 (7.1 a4.0
Provision for closure of Principles For Men 4 - (3.1} 3.1 - - -
Profit on disposal of businesses 4 - - - - 17.7 17.7
Write down of investment 4 - - - - 5.7} 5.7
interest and similar charges 5 (20.5) - (20.5) (9.3} - (9.3)
(Loss} / profit before taxation (8.5) (144.0) (152.5) 41.8 4.9 46.7
Taxation 7 04 (18.5)
{Loss) / profit for the financial year {152.1) 282
Dividends 9 - (21.3)
Transfer (from) /to reserves 23 {152.1) 6.9
{Loss) / earnings per share 10
- basic (84.2)p 15.6p
- before exceptional items and
goodwill amortisation (9.1)p 15.7p
- diluied {83.8)p 15.5p
Statement of total recognised gains and losses
(Loss) 7 profit for the pericd {152.1) 28.2
Tatal recognised {asses) / gains for the periad {152.1) 282
Prior year adjustment (4.4) -
Total (losses) / gains recognised since last annual report (156.5) 282

Note of historical cost profits and losses
There is no significant difference between the results disclosed in the profit and loss account and the results on an unmodified cost basfs.
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Consolidated Balance Sheet 17

2000 1399
(restated)
At 26th August 2000 Note £m £m
Fixed assets
Goodwill " 56.5 g9.5
Tangible assets 12 595.3 691.7
Investments — own shares 13 208 206
- joint ventures - share of gross assets 13 1.5 79
— share of gross liabilires 13 {0.3) (7.9}
1.2 -
6738 FEAR:)
Current assets
Stocks 186.0 20607
Debtors 14 1205 1287
Cash at bank and in hand 15 36.6 60.3
343.1 . 3897
Creditors {due within one year)
Debt (including canvertible debt} 16 132.7 942
Other creditors 19 271.3 307.8
404.0 402.0
Net current liabilities (60.9) {12.3)
Total assets less current liabilities 612.9 759.5
Creditors (due after one year)
Debt 16 160.8 193.5
Provisions for liabilities and charges 21 51.7 13.5
Net assets 400.4 ) 552.5
Capital and reserves
Calted up share capital 22 1514 151.4
Share premium account 23 327.6 327.6
Capital redemption reserve 23 2234 2234
Revaluation reserve 23 44.8 448
Profit and loss account 23 (346.8) (1947}
Shareholders’ funds 24 400.4 552.5
Gearing 64.2% 41.2%

Approved by the board an 18th October 2000
John Hoerner
Nigel Hall

B,
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18 Caonsolidated Cash Fiow Statement

2000 2000 1999 1999
For the financial year ended 26th August 2000 Note £m £m fm £m
Cash flows from operating activities 29
inflow from ongoing activities 95.6 1234
Qutflow from exceptional costs {16.4) {13.6)
79.2 109.8
Returns on investments and servicing of finance
interest recaived 1.9 0.5
Interest paid (22.5) (5.6)
Rentals paid under property lease obligations (0.5) (1.0)
21.1) 6.1
Taxation received / (paid) 3.7 {10.5)
Capital expenditure and financial investment
Purchase of tangible fixed assets (78.5) (111.5}
Sale of tangible fixed assets 1.1 4.5
{77.4) + (107.0)
Acquisitions/disposals
Invesiment in joint venture (1.2 -
Cash acquired with acquisitions - 9.8
Purchase of Sears Womenswear Businesses - {155.2)
Disposal of CAL - 75
Cash balances on disposal of CAL - (0.7)
Disposal of interest in Zoom - 4.4
1.2 (134 .2)
Equity dividends paid (12.7) 21.4)
Cash outflow before use of liquid resources
and financing (29.5) {169.4)
Management of liquid resources
Movement in short term deposits with banks 29.3 (29.3)
Financing
Issue of ordinary shares - 0.5
Repayment of bank and term loans {126.9) {4.8)
New bank and term loans 1336 203.5
Other financing cash fiows {0.9) 1.2)
5.8 198.0
Increase / {decrease) in cash 5.6 0.7
Reconciliation of net debt:
At 29th August 1999 (227.4) {56.8)
Increase / (decrease) in cash 5.6 0.7
Cashflow from movement in debt and ‘ease financing (5.8) (197.5)
Cashflow from movement in liquid rescurces {29.3} 293
Finance leases of acquired business - (1.5)
Non-cash movernents in net debt:
Provision for additional funding costs on property lease obligations - 0.2
At 26th August 2000 {256.9) (227 4)
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Company Balance Sheet 19

2000 1939
At 26th August 2000 Note £m Em
Fixed assets
Tangible assets 12 62.5 533
Investments 13 1,410.1 1,499.1
1.472.6 1,552.4
Current assets
Debtors 14 107.8 80.9
Cash at bank and in hand - 35.7
107.8 116.6
Creditors (due within one year)
Deht (including convertible debt) 16 145.8 107.9
Other creditors 19 44.7 338
190.5 ’ 141.7
Net current liabilities {82.7) (25.1
Total assets less current liabilities 1,389.9 1,527.3
Creditors (due after one year)
Debt 16 6563.9 6601
Provisions for liabilities and charges 21 - 3.4
Net assets 726.0 863.8
Capital and reserves
Called up share capital 22 1514 151.4
Share premium account 23 327.6 3276
Capital redemption reserve 23 2234 2234
Profit and loss account 23 23.6 161.4
Shareholders' funds 24 726.0 863.8

Approved by the board on 18th Cctober 2000
John Hoerner
Nigel Hall

(
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20 Notes to the Accounts

1

Accounting policies

Accounting convantlon

The accounts are drawn up under the historical cost convention as modified by the revaluation of certain praperties and in accordance with
applicable accounting standares.

Bases of consolidation

The accounts of all subsidiary undertakings are consolidated from the date of their acquisition to the date of their sale using the acquisition
method of accounting. On acquisition of a business, goodwill is capitalised and written off by equal annual instalments over its estimated
useful economic life. No adjustment has been made to goodwill arising before 1999 which was written off directly to reserves, as
permitted by FRS 10. On disposal, any goodwill which has not been amortised through the profit and loss account is taken into account in
calculating the profit or lass on disposal. Goodwill is the difference between the fair value of the net tangible assets acquired and the fair
value of the ¢onsideraticn given.

All transactions with subsidiaries and inter-company profits or losses are eliminated on consolidation.

The Group's share of the results of joint ventures is included in the Group's profit and 1oss account. The Group's share of the net assets of
joint ventures is included in interests in joint ventures in the Group’s balance sheet.

Turnover

Turngver comprises the value of sales of all merchandise to third parties, including concession sales, and excludes value added tax.
Tangible fixed assets

Depreciation is provided to write off the cost of tangible fixed assets by equal instalments over their estimated useful economic lives as
follows:

Land: not depreciated

Freehold and long leasehold buildings over 50 years: depreciated 1o their estimated residual value gver their estmated useful aconomic
life (see b below)

short izasehold land and buildings: life of lease

Fit-out: 15 years

Retaii fixtures and fittings: 5 to 8 years

Office equipment: 10 years

Computer equipment: 3 to 6 years

Motor vehicles are depreciated on the reducing balance basis at a rate of 25% per annum.

Land and buildings

Freehc!d and long leasehold land and buildings other than rack rented properties were revalued as at September 1995 on the basis of
existing use value, open market value or depreciated replacement cost in accordance with the Royal Institution of Chartered Surveyors’
guidance notes. On adoption of FRS 15, the Group has followad the transitional provisions to retain the book value of land and buildings
which were revalued in 1995, but not to adopt a policy of revaluation in the future.

These values are retained subjact to the requirement to test assets for impairment In accordance with FRS 11,

Pension costs

The cost of providing pension benefits is charged to the profit and loss account as a constant percentage of pensionable earnings qver the
period benefiting from scheme employees’ services. Actuarial surpluses are amortised over the expected remaining service lives of current
scheme employees. Differences between the amounts funded and the amounts charged to the profit and loss account are treated as either
provisions or prepayments in the balance sheet.

Taxation

Provision is made for deferred taxation arising from the allocation of income and experditure for tax purposes to periods different from
those used for accounting purposes, 1o the extent that it is probable that a liability or asset will crystallise in the foresegable future.
Leased assets

Assets used by the Group, which have been funded through finance leases, are capitalised and the resutting lease obligations are included
in creditors.

Rentals payable under operating leases are charged 1o the profit and less account as incurred except where incentives o sign the leases
have been received. Such incentives are spread on a straight-line basis cver the lease term, or if sharter, the period to the nexi open market
rent review date.

Stock valuation

Stocks are statad at the lower of cost and net realisable value and represent goods for resale,

Foreign exchange

Assels and liabilities recorded in fareign curcencies are translated either at the rates rufing at the balance sheet date or the rates fixed by
forward contracts. Differences on exchange are dealt with in the profit and loss account.

Treasury instruments

Gains and losses on hedges of payments or receipts are deferred and orly recagnised as they crystallise. Gains and tosses on forward
currency contracts entered into as hedges of future purchases denominated in foreign currency are carried forward and are recognised as
part of the purchase cost an maturity. Receipts and payments from interest rate swaps used to manage interest on borrowing or deposits
are accrued to match the income or expense of the underlying borrowing or deposit.

Year 2000 and Euro costs

Costs incurred in preparing systems for the Year 2000 and the introduction of the Euro are written off as incurred

fts
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Notes 10 the Accounts (continued) 21

2  Turnover

2000 1999

£m £m

Womenswear 1,461.6 1.016.7
Menswear 463.4 486.2
Total 1,925.0 1,502.9
Horme shapping 303 306
Total retail and home shopping 1,955.3 1,533.5
Less: share of joint ventures (30.3) (30.6)
Add: sales to joint ventures 20.0 19.5
Group 1,945.0 1,522.4

Turnover shown above reflects the gross value of sales of all merchandise, including concession sales. Turnover arises in the UK apart from
£93.9 million {1999 - £47.3 million} arising frorn overseas retailing operations, predeminantly the Republic of Ireland and Germany.

3. Operating {loss) / profit
a.  Net operating expenses comgprise:

2000 1999
£m £m

Net operating expenses:
Distribution costs 45.0 30.1
Administrative expenses 25.8 27.4
Other operating income (1.7 (1.9
69.1 £5.6
2000 1999
b. Operating profit before exceptional items (restated)
is stated after (creditingicharging: fm £m
Employment costs (note &) 265.6 18450
Depreciation 91.8 73.4
Accelerated depreciation 14 -
Amortisation of goodwill 3.0 0.3
Property rentals (net) 211.3 156.4
Other aperating lease rentals - 25
Royalties receivable 1.7) 1.9
Auditors’ remuneration 0.4 a4
Other fees paid to auditors 1.0 0.1

Auditors’ remuneration includes £0.1 millicn {1999 - £0.1 million) in respect of the parent undertaking. Other fees paid to auditors
principally comprise payments relating 10 assisting the Group in the re-negotiation of banking facilities and preparation of other necessary
financial information and reports. By appointing the auditors to perform this work, the Group berefited from their prior knowledge of the
Group whilst satisfying the requirements of confidentiality and cost control.
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22 Notes tg the Accounts (cantinued)

4. Exceptional items

2000 1999
£m £m
Charged within cost of sales

Cost of integrating New Brands (32.00 3.4)
Costs arising from BrandMAX (107.0) -
Bank tacility tees (1.9} -
Cost of January 1999 reorganisation - 3.7
(140.9) (7.1}

Charged after operating profit
Provision for closure of Principles for Men (3.1) -
Disposal of Consumer Access Limited - 5.0
Disposal of Zoom.co.uk Limited - 12.7
Write down of investment - (5.7)
(144.0) 4.9

The cost of integrating New Brands relates to asset write-offs from the integration of systems, redundancy costs and the costs associated
with the closure of Richards. It comprises asset write-offs of £21.3 million, redundancy costs of £7.0 milion and property disposal costs of
£3.7 million. The cost in 1999 comprised initial redundancy and retention payments committed before the 1999 year end.

The casts arising from BrandMAX comprise asset write-offs af £70.0 millicn, property dispasat costs of £32.0 million and redundancy and
other costs of £5.0 million.

The closure of Principles for Men was announced in April 2000 and is expected to be completed by February 2001, The provisian comprises
anticipated trading losses.

The tax credit relating 1o exceptional items amounts te £11.4 million (1993 - £4.7 million charge).

5. Interest and similar charges

2000 1999
fm £m
interest receivabie 1.2 0.5
Payable on bank loans, overdrafts and term loans:
- repayable within five years {16.4) {5.6)
- repayable in mare than five years (1.7 -
Payable on debenture loans:
- repayable within five years 2.7 (2.9
Payable to joint venture 0.2) {0.3)
Rentals payable on property lease obligations 0.5} (1.2)
Share of net interest of joint vanturas {0.2) 0.2
{20.5) 9.3
6. Employees and directors
2000 1999
£m fm
Employees
Wages and salaries 250.8 184.4
Employee profit sharing and long term share plan - (1.0)
Sacial security costs 14.5 11.4
Qther pension costs 0.3 0.2
Total employment costs 265.6 195.0

The average number of employees in the Group was 25,839 (1999 - 24,140} including 16,567 (1999 - 16,620) part-time employees.

Directors’ remuneration
A detailed analysis of directors remuneration, including salaries, performance-related bonuses and long-term incentives, is provided in Part
3 of the Directors’ Report on pages 10 to 14. The tetal remuneration of the directors is comprised as follows:

2000 1999

(restated)

£000 £000

Aggregate emoluments 1,804 1,806
Money purchase pension scheme contributions 285 238
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7. Taxation
2000 1999
£m fm
Based on the {loss) / profit for the year
UK corporation tax at 30% (1999 - 30.58%):
- Current year 1.1 (139
- Prior years (0.4) 6.1
Cverseas taxation (1.7 (1.4)
Deterrad taxation
- Current year 26 (1.0
- Prior years (1.2) 8.3
0.4 (18.5)
The current year tax credit before exceptional iterns has been decreased by £11.9 million {1999 - tax charge decreased by £1.5 million)
as a result of expenditure not allowed for taxation purposes and timing differences on which a deferred tax asset has not been recognised.
The current year tax credit includes an £11.4 million credit in respect of exceptional items.
8. Arcadia Group plc profit and loss account
Arcadia Group pic has not presented its own profit and loss account as permitted by Section 23001} of the Companies Act 1985.
The amount of the consalidated loss for the financial year dealt with in the accounts of the parent undertaking, and its totaf recognised
loss relating to the year, is £137.8 millicn {1999 - £42.3 million). There is no difference between the results disclosed in respect of the
parent undertaking and its results on an unmadified histarical cost. basis.
9. Dividends
2000 1999
£m £m
Interim paid - nil per ordinary share {1993 - 4.7p) - 8.9
Final propased - nil per grdinary share {1999 - 7.0p) - 133
- 222
Receivable by ESOP trusts - {0.9)
- 213
10 (Loss) /earnings per share
Basic and diluted {loss) / earnings per share are based on:
2000 1999
(restated)
Loss £m Weighted  Earnings £m Weighted
average no average no
of shares(m) of shares{m}
Basic (loss) / earnings per share (152.1) 180.7 282 180.6
Dilutive potential ordinary shares arising
from employee share incentive plans and opticns - 0.8 - 1.4
Diluted (loss) / earnings per share {152.1) 181.5 282 182.0

The calculation of (Joss) / earnings per share befcre exceptional items and the amortisation of goodwil! is based on the loss before
exceptional items (net of taxatian) ang amortisation of geodwill of £16.5 million (1999 - £28.4 million profit). It is included as it provides

a better understanding of the underlying performance of the Group.

2000 1999

(restated)

Loss £m Loss  Earnings £m Earnings

per share per sprare

(pence) {pence}

{Loss) / earnings and basic (loss} / earnings per share {152.1) (84.2) 82 156

Exceptional items 144.0 79.7 4.9 (2.7)

Tax on exceptiona! items (11.4) (6.3) 47 2.6

Goodwilt amentisation 3.0 1.7 0.3 02
(Loss) / earnings and (loss) / earnings per share befere

exceptional items and goodwill amortisation {16.5) {9.1} 28.3 15.7
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24 Notes to the Accounts (continued)

11. Goodwill
Goodwill represents the goadwill arising on the acquisition of the Sears Womenswear Businesses which is being amortised on a straight
line basis over 20 years, being the period over which the directors estimate that the value of the underlying businesses acquired is expected
1o exceed the value of the underlying assets. Initial goodwill on atquisition was £59.8 million and aggregate amortisation is £3.3 million
(1999 - £0.3 million) of which £3.0 million {1999 - £0.3 million} has been charged in the current financial year.

12. a. Tangible fixed assets

Land and Fit out, fixtures

Group buildings ang equipment Total

fm £m £m
Cost or valuation
As previously reported 507.9 6230 1,1309
Reclassification of fit out (note 12¢) (22.5) 225 -
At 29th August 1999 as restated 4854 8455 1,1309
Additions 269 58.0 84.9
Disposals and asset write-offs (1.2) (50.8) . (52D
At 26th August 2000 511.4 652.7 1.163.8
Accumulated depreciation
As previously reported 106.9 3279 434.8
Prior year adjustment {note 12¢) - 4.4 4.4
At 29th August 1999 as restated 106.9 3323 435.2
Provision for the year 15.2 76.6 91.8
Accelerated depreciation - 1.4 1.4
Impairment arising from BrandMAX 34.0 36.0 70.0
Disposals and asset write-offs 0.1 {33.8} (33.9)
At 26th August 2000 156.0 4125 568.5
Net book amount at 26th August 2000 355.1 240.2 595.3
Net book amount at 28th August 1999 as restated 3785 3132 691.7

Land and Fit out, fixtures

Company buildings and equipment Total

fm £m fm
Cost or valuation
At 29th August 1999 PA 1018 1039
Additions - 25.8 25.8
Disposals and asset write-offs - {4.0) 4.0
At 26th August 2000 21 123.6 125.7
Accumulated depreciation
At 29th August 1999 0.5 50.1 50.6
Provision for the year 0.2 14.2 14.4
Disposals and asset write-affs - {1.8} (1.8}
At 26th August 2000 0.7 62.5 63.2
Net book amount at 26th August 2000 1.4 61.1 62.5
Net book amount at 28th August 1999 1.6 5.7 53.3
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Assats held ynder finance leases, capitalised and included in fit aut, fistures and equipment:

Group 2000 1999
£m £m
Cost 2.3 20
Aggregate depreciation - 0.8
Net book amount 23 1.2
b. Analysis of land and buildings
Group Company
2000 1999 2000 1999
(restated)
fm £m fm £m
Analysis of net book value of land and buildings
Freehold 67.8 67.9 0.9 09
Long leasehold 155.6 155.7 - -
Short leasehoid 131.7 154.9 05 c.7
355.1 3785 14 16
2000 1999
Group fm £m
Analysis of land and buildings at cost or valuation
At cost 283.6 436.4
At valuation — 1995 75 715
3551 5Q7.8

Freehold and long leasehold land and buildings other than rack rented properties were revalued as at September 1995 on the basis of
existing use value, open market value or depreciated replacement cost in accordance with the Royal Institution of Chartered Surveyors’
guidance notes. These external valuations were made by Messrs. Hillier Parker, Chartered Surveyors, and Conrad Ritblat, Chartered
Surveyors.

if land and buildings had not been revalued, tangible fixed assets would have been included at the following amounts :

Group Company
2000 1999 2000 1999

(restated)
£m fm £m fm
At cost 1,119.0 1,086.1 125.7 1039
Accumulated depreciation 568.5 4362 63.2 50.6
Net book amount based on historic cost 550.5 646.9 62.5 53.3

¢. Change in accounting policy
The Greup has adopted FRS 15: Tangible Fixed Assets, and has followed the transitional prouisions 1o retain the boak value of land and
buildings, certain of which were revaluad in 1995 (note 12b). Adopticn has resulted in three key changes:

(i} The FRS encourages the separation of assets into components where they have significantly different useful econemic lives and states
that these changes should be dealt with as prior year adjustments. The original cost of fitting out properties which has up to now been
included within the cost of buildings, has been separated out (£22.5 million at 29th August 1999) and included within fit-out, fixtures
and equipment.

() As a result of this change in policy, £4.4 million of accurmulated deprediation has also been recognised as at 28th August 1399, being
the depreciation on fit-out costs that would have been recognised had the new policy been in place in previous years. As a
consequence of the priar year adjustment, the net book value of Group tangible assets as at 28th August 1999 has been decreased
by £4.4 million with a corresponding decrease in the profit and loss account reserve (note 23). The effect of this on reported profits
has been an additional Group depreciation charge in the current year of £1.4 miflion (1999 - £1.1 millien).

(iiiy In previous years the Group has stated that the useful economic lives of its freehold and long leasehold properties are so long and that
they are maintained to such a high standard that, in most cases, the residual values would be sufficiently high to make any
depreciation charge immaterial and thus no provision was made. FRS 15 does not accept that subsequent expenditure on tangible
fixed assets that maintains their performance negates ar diminishes the need to charge depreciation. Consequently, in the opinion of
the Directors, application of 1his aspect of the Group's previous pohty is no longer sustainable and the buiidings element of its freehold
and long leasehold properties are now depreciated over their remaining useful economic lives. This has been reflected as a change of
estimate with £0.4 million and £nil millian depreciation being charged in the year for the Graup and Campany respectively. No prior
year adjustment has been made as the previous pelicy had been to provide for depreciation where the effect was material,
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13. Investments

Group Company
2000 1999 2000 1999
£m £m £m £m
Own shares 20.8 20.6 208 206
Joint ventures 1.2 - - -~
Subsidiary undertakings - - 1,389.3 1,478.5
22.0 206 1,4101 1,499.1
a. Own shares Group and Company
fm
Cost

At 29th August 1999 321
Additions 0.2
At 26th August 2000 323

Provision
At 29th August 1999 and 26th August 2000 11.5
Net book amount at 26th August 2000 20.8
Net book amount at 28th August 1999 20.6

The Group has six ESOP trusts. The purpose of these trusts is to hold shares in the Company for subsequent transfer to employees under
various incentive schemes aperated by the Group, including share option schemes and the profit sharing scheme. At 26th August 2000
the ESOP trusts held 8.3 million Arcadia Group shares {1993 - 8.2 millicn} with a nominal vaiue of £6.6 million {1993 - £6.6 million), all of
which have been allocated to the share schemes.

The market value of the shares at 26th August 2000 was £3.9 million {1999 - £19.4 millicn). Dividends have been waived by the ESOP
trusts on 2.3 million shares (1999 — 2.3 millicn). Costs of administration are included in the profit and loss account as they accrue.

b. Joint ventures

fm
At 29th August 1999 -
lnvestment during the year 1.2
At 26th August 2000 1.2

The Group has an interest in three joint ventyres: Dial Home Shopping Limited, Zoom.co.uk Limited and GIYSA.

The Group owns the whole of the "A” ordinary shares in Dial, giving a 65% economic interest through an entitlement to 65% of the
profits and net assets of the company. Littlewoods awns the remainder of the share capital. Both parties have equal voting rights and
equal entitlernents to hoard representation. Accordingly, Dial has been accounted for as a jeint venture in the consolidated accounts. Dial
operates the direct home shopping business for the Group.

The Group owns S0% of the share capital of Zoom.co.uk Limited, an e-commerce and internet service provider. Zoom provides an internet
design and production senvice to the Group and Dial Home Shopping Limited. The remainder of the share capital is owned by Mail
Newspapers Limited, an Associated Newspapers Limited group company. Both parties have equal voting rights and egual entitlement to
board representation.

Dial Home Shopping Limited and Zeom.co.uk Limited are registered in England and operate in the UK.

The Group owns 25% of the share capital of GIYSA, a company incerparated in Turkey operating stores thraoughout Turkey and Eastern
Europe under a franchise agreernent with the Group. The remainder of the share capital is owned by H.O. Sabanci Holding A.

Although the Group only has a 25% board representation, the beard must have a unanimous vete on the major operating and finangial
poficies and procedures of the company. Accordingly, GIYSA has been accounted for as a joint venture in the Group acgounts.

The Group's investment in joint ventures represents the initial investment in GIYSA made during the year.

The Group's interests in Dial Home Shopping Limited and Zoom.co.uk Limited are a share of the deficiencies in net assets of thase two
companies. Accordingly the Group’s share of the deficiencies has been disciosed as a provision for liabilities and charges in accordance
with FRS 9 {see note 21).
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13, Investments {continued)
<. Subsidiary undertakings, cost less provisions
Shares Loans

Cost Pravision Cost Provision Total
fm £m £m fm £m
At 29th August 1999 1,575.3 (147.8) 241.2 (190.2) 1,478.5
Additions 0.6 - 110.3 - 1109
Movement in provision - (226.2) - 26.1 (200.1)
At 26th August 2000 1,575.9 (374.0) 351.5 (164.1) 1,389.3

Advantage has been taken of Section 231(5) of the Companies Act 1985 not to disclose all subsidiary undertakings on the basis that such
information would be of excessive length. The subsidiary undertakings of the Group whose results or financial position, in the opinon of
the directors, principally affect the consolidated results are set cut below. All subsidiaries are wholly owned and those marked * are indirect

subsidiaries of Arcadia Group plc.

Country of

Company Country of incorporation .
QOperation or registration Main activity
Arcadia Group Brands Lid * UK England Brand management
Arcadia Group Design & Development Ltd* ux England Design services
Arcadia Group Multiples (ireland) Ltd * Ireland Ireland Fashion retailing
Arcadia Womenswear Netherlands BY Germany Netherlands Fashion retailing
Burton Retall Ltd * UK England Fashian retailing
Dorothy Perkins Retail Ltd UK England Fashion retailing
Evans Ltd * UK England Fashion retailing
Hawkshead Retail Ltd * UK England Fashion retailing
Principles Retail Ltd * UK england Fashion retaiting
Racing Green Ltd * UK Englang Fashion retailing
Redcastle investments Ltd UK England Property investment
Redcastle Ltd UK England Froperty investment
Redcastle Properties Ltd UK England Property trading
Redcastle (214 Oxford Street) Ltd UK England Property investment
A.G. Clothing Ltd UK & Ireland England Fashion retailing
Top Shop/Top Man Ltd * UK England Fashion retailing
Wade Smith Ld UK England Fashicn retailing

A full list of the subsidiary undertakings will be annexed to the Company’s next annual return.
14. Debtors

Group Company
2000 1999 2000 1999
fm £m fm £m
Trade debtors 42.8 38.0 - -
Loan 1o jeint venture 1.5 - 29 -
Other debtors 428 43.0 10.6 33
Prenayments 20.8 04 21.2 228
Corporation tax 126 17.3 721 51.0
Deferred taxation (note 21} - - 1.0 38
120.5 128.7 107.8 80.9

Other debtors include deferred consideration of £5.3 million (1999 - £6.8 million) recoverable in over one year.
Prepayments include a pension prepayment of £12.4 million (1999 - £12.4 million} recoverable in over one year (see note 28).

15.

Cash at bank and in hand

Cash at bank and in hand includes short term cash deposits with banks of £nil million (1999 - £29.3 million).
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16. Debt Group Company
' 2000 1999 2000 1999
£m £m £m £m
Due within one year

Bank overdrafts - - - 208
Debenture loans (note 17) 334 2.1 334 21
Bank loans 98.3 90.6 1114 850
Finance fease obligations (note 18} 1.0 1.5 1.0 -
132.7 94.2 145.8 107.9

Due after one year:
Debenture loans (note 17) - 332 - 332

Bank lcans repayable:
- between one and two years 231 - 23.1 -
- between two and five years - 150.0 - 150.0
- more than five years (secured) 125.9 - - -
Loans from subsidiary undertaking - - 639.3 4769
Property lease ghligations (note 18) 10.3 10.3 - : -
Finance lease obligatians (nate 18) 15 - 15 -
1608 1935 663.9 6601

The term foan repayable in mare than five years is secured on the Group's long legsehold interast in 214 Oxford Street.

17. Debenture loans Group Company
2000 1999 2000 19599
£m £ fm fm
Convertible
Floating rate unsecured convertible loan notes 1998/2003 0.2 2.0 0.2 2.0
Other
Floating rate unsecured loan notes 1997/2002 - 0.1 - 0.1
8% Unsecured toan Stock 2001 33.2 33.2 33.2 332
334 353 334 35.3
Debenture loans are repayable
Within one year 334 2.1 33.4 2.1
Between two and five years - 33.2 - 332
334 353 334 353

The Company has the right to redeem the 8% Unsecured Loan Stock 20071 at par on giving 60 days notice up to 31st January 2001.

18.

Lease obligations

In 1988, the Group sold properties at market value for £75.5 million to certain banks on 125 year leases at peppercorn rentals and entered
into full tenant and repairing sub-leases for 125 years, of which properties at 1998 market vaiue of £10.4 million remained with Arcadia
Group following the demerger process in 1998. The rentals payable are structured so as 12 give the lessors a financing return linked to
LIBOR in the first 25 years and, in the following 10 years, a LIBOR linked return together with the repayment of capital. Thereafter, market
rentals are payable subject to revision every five years. [n the early years, the amounts payable are balow LIBOR and in the later years ace in
excess of LIBOR. The financing costs are, however, allocated over the 25 year period 5o as to achieve an annual funding cost, which is
consistent with LIBOR. The Group has limited rights up to the 25th year of the leases to buy out the rental obligations based on the
properties’ originai sales praceeds. The balances which have remained with the Group following the demerger process, together with
certain finance lease obligations relating te fixture and fittings, are as follows:

Group Company
2000 1999 2000 1999
£m fm £m £m
Property lease abligations falling due:
After five years 10.3 10.3 - -
Finance lease obligations falling due:
Within cne year 1.0 1.5 1.0 -
Between one and two years 0.9 - 0.9 -
Between two and five years 0.6 - 0.6 -
2.5 1.5 2.5 -

YH
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19. Other creditors
Group Company
2000 1999 2000 1999
£im £m £m £m
Trade creditors 79.5 796 - -
Amount owed to joint venture - 35 12.6 9.3
Other creditors 89.8 93.3 8.7 6.7
Other taxes and social security 378 46.7 5.6 39
Accruals 64.2 72.0 17.8 1.2
Proposed dividends - 12.7 - 12.7
271.3 307.8 44.7 338

20.

b.

Financial instruments

Treasury policy

The board has an established overall treasury policy and has approved pracedures and autharity levels within which the treasury
department must operate. The Group does not enter into speculative arrangements in that transactions in financial products are matched
10 an underlying business requirement such as planned purchases or forecast debt. .

The board has appointed a treasury committee, which meets every three months to monitor and control treasury activities. This committee
is chaired by the Finance Director and comprises the Company Secratary, the Group Financial Controlier, the Group Treasurer and senior
management representatives from the business. The board receives regular reports which cover treasury activities and the treasury
departrent is subject 1o an annual internal audit.

A number of the Group’s costs are exposed to movements in financial markets that are outside the Group’s control. In particular, interest
rates can move, affecting the cost of borrowing, and foreign exchange rate movernents can impact the cost of goods sourced from abroad.
In order to reduce this exposure and to bring both stability and certainty to these costs, the Group’s treasury department uses different
financial instruments sourced from the Group's key banks, 10 cover its position gging forward.

The disclosures set put below exclude short term trade debtors and creditors as permitted by FRS 13 “Derivitives and other financial
instruments: disclosures”.

Currency risk

The impact of currency movements is managed by using a combination of forward contracts and currency options in @ manner which
substantially reduces the uncertainty of the price paid for imported goeds.

Imports are paid for principally in US$. Currency hedging is undertaken up to 24 months forward based on expected orders and is
designed to place a ceiling over the cost of a significant proportion of purchases whilst allowing the Group to benefit from lower costs
that might arise from a strengthening pound. At the year end the Group had forward contracts and options amounting to £124 million
(1999 - £128 million) covering the next 12 months and £127 million (1998 ~ £88 million) covering the period between 12 and 24 months.
Except for the cash balances noted befow and after taking inte account the effect of forward exchange contracts, the Group has ng
significant financial assets or liabilities denominated in currency cther than sterling.

Interest risk

The impact of movements in interest rates is managed by the use of interest rate swaps, forward rate agreements and interest rate caps.
Financial liabilities - the Group’s borrowing facilities are in sterling. After taking into account the various interest rate swaps and forward
rate agreements entered into by the Group, the interest rates and maturity profile of the Group’s horrowings is as follows:

2000 1999

Fixed Floating Total Fixed Floating Total

£m fm £m £m fm fm

Due within one year 1116 211 132.7 1.5 927 947
Due between one and two years 24.0 - 240 33.2 - 3132
Due between two and five years 0.6 - Q.6 - 150.0 150.0
Due over five years 125.9 10.3 136.2 - 10.3 10.3
262.1 3.4 293.5 347 253.0 287.7

In addition the Group has purchased interest rate caps with an aggregate notional principal of £30.0 million and an average strike rate of
7.11%. The weighted average life of these contracts is 1.4 years.

The year end weighted average interest rate attributabie to fixed rate borrowings was 7.6% (1999 ~ 8%) and the weighted average time
for which fixed rate borrowings are fixed is 14 years (1999 - 1.9 years). Floating rate borrowings are linked to LIBOR and are fixed in
advance for periods of up to 12 months.

The Group had £115 million {1999 - £125 millicn) of undrawn committed borrowing facilities at the year end, all of which expire beyond
two years.

Financial assets - at the year end, the Group had used interest rate swaps to fix the interest on £5.1 million of sterling cash deposits
{1999 - £9.1 million). The year end weighted average interest rate attributable to these fixed rate cash deposits was 7.46 % (1999 -
7.46%) and the weighted average time for which these deposits are fixed is less than one year (999 - 1 year). Other cash balances
comprise £nil million (1999 - £29.3 million) of short term deposits which earn interest linked to LIBOR and £31.5 million (1999 - £21.9
million} of amounts repayable on demand on which no interest is received. £nil million {1999 - £2.8 miltion) is denominated in US§,
£14.5 million (1999 - £12.2 millien ) is denominated in EU currencies (other than sterling) and £0.2 million (1999 - £nil) is denominated
in Hong Kong $. Al the year end the Group also had £8.9 million (1999 - £8.3 million) of financial assets on which no intérest is received,
comprising deferred consideration receivable.

Accahe Dirong pi Bepori aord Aarignts




30 Notes to the Accounts (continued)

20. Financial instruments (continued)
d. Fair values of financial Instruments

Set out below is an analysis of the fair values and book values of the Group’s financial instruments by category. Where available, market
values have been used to determine fair values. Where market values are not available, fair values for forward currency options have been
calculated by using an option-pricing medel, and for other financial instruments by discounting cash flows at market rates.

Book Value Falr Value Baok Value Fair Value
2000 2000 1999 1999
Derivatives £m £m £m fm
Interest rate swaps - (3.8) - 0.1
Farward currency contracts 5.8 20.7 4.4 36
Assets
Cash and cash equivatents 36.6 36.6 60.3 650.3
Liabilities
Short-term debt (132.7) (132.7) (94.2) (94.2)
Long-term debt (160.8) {160.8) {1335} (193.6)

e. Hedges of future contracts

At 26th August 2000 there were £14.9 million of net gains (1999 - £0.8 million of net losses) on farward currency transactions. None of
these were recognised at the balance sheet date. £8.7 million of the outstanding net gains are expected to be dealt with in the profit and
loss account next year. During the year ended 26th August 2000 all of the net losses not recognised at 28th August 1999 were dealt with

in the profit and loss account.

21. Provisions for liabilities and charges

Integration of BrandMAX Closure Other Deferred
New Brands of PFM Tax Total
fm fm £m fm fm £m
Group
At 29th August 1939 3.4 - - - 10.1 13.5
Charged / (credited) to profit and loss account 10.7 37.0 31 33 (1.4) 52.7
Utilised during the year (11.4) 3.1) - - - (14.5)
At 26th August 2000 2.7 339 3.1 33 8.7 51.7
Company
At 29th August 1999 34 - - - - 34
Charged to profit and loss account (3.9 - - - - (3.4)

Utilised (credited) during the year -

At 26th August 2000 -

The provision for the integration of New Brands refates to the provision for redundancy costs and the cost of disposing of the Richards
stores. The majority of the cost in relation to the integration had been spent by the year end. The residual provision principally relates to
the anticipated cost of dispasing of the remaining Richards siores and is expected 1o be spent by the end of the 2000/2001 financial year.
The provision in respect of BrandMAX relates to property disposal costs and redundancy costs. The ¢osts are anticipated to be spent by the

end of the 2001/2002 financial year.

The provision for the closure of Principles for Men relates 1o the anticipated trading loss of the brand up to closure in February 2001.
Other provisions relate to the Group's share of the deficiency in net assets within 2oorm.co.uk Limited and Dial Home Shapping Limited,
two of the Group's joint ventures. The Group's share of the gross assets and liabilities of Zoom.co.uk Limited is £1.2 million and £4.3
million respectively and of Dial Home Shopping Limited is £13.4 million and £13.6 million respectively

The potential liability at 30% (1999 — 30%) for deferred taxation is set out below:

Group Company

2000 1999 2000 1999

Provided Potential Potential Provided Potential Potential

fm £m £m £m £m £m

Accelerated capital allowances 0.4 (9.2} 16.3 0.1 0.1 0.5
Other timing differences 8.3 33 (6.2 (.1 (1.1} (3.3
Total 8.7 {5.9) 10.1 {1.0) (1.0) (3.8)

The liability for deferred 1axation is stated after anticipating ‘rollover’ relief in respect of capital gains, which may arise in the event of the
sale of properties at their revalued amounts. The deferred tax asset in the Company is classified within debtors.
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22. Share capital

2000 No. 1999 No.
£m m £m m
Authorised
Crdinary shares of 80p each 200.0 250.0 2000 250.0
Deferred shares of 40p each 320.0 800.0 3200 800.0
520.0 1,050.0 520.0 1,050.0
Called up and fully paid
Ordinary shares of 80p each 151.4 189.2 151.4 189.2

a. At 26th August 2000, the aggregate number of ordinary shares subject to options granted under the Arcadia Group Sharesave Scheme
was 6.5 million, the total censideration being £9.7 million. These options may be exercised on the maturity of the relevant savings
contracts between 2001 and 2007 and ray be satisfied, at the Company's distretion, either by the issue of new shares or by the delivery
of existing shares from its ESOP trusts (see note 13).

b. Al 26th August 2000, ihe aggregate aumber of ordinary shares subject 1o options granted under the Arcadia Group Approved and
Unapproved Executive Share Option Schemes, was 1.8 million, the total consideration being £38.3 million, These options may be
exercised betwaen 2007 and 2009 and may be satisfied, at the Company’s discretion, either by the issue of new shares ar by the delivery
of existing shares from its ESOP trusts (see note 13). )

€. Halders of the £3.2 million floating rate unsecured convertible loan notes 1988/2003 have the right at any tme until 28th fune 2003 o
convert their notes into ordinary shares at the conversion rate of one ordinary share for every 410p of the principal value of the notes.
Loan nate holders also have the right to redeem at par quarterly.

23, Reserves

Share Capital Revaluation Profit Total
premium redemption reserve and {oss
account reserve account
£m fm fm £m £m
Group
At 29th August 1999 as previously stated 327.6 2234 44.8 (190.3) 405.5
Prior year adjustment {note 12¢) - - - (4.4) 4.4
At 29th August 1999 as restated 3276 2234 44.8 (194.7) 4011
Retained loss for the financial year - - - (152.1) (152.1)
At 26th August 2000 327.6 2234 44.8 (346.8) 249.0
Share Capital Revaluation Profit Total
premium redempticn reserve and loss
account reserve acgount
£m fm fm fm £m
Company
At 29th August 1999 3270 223.4 - 161.4 7124
Retained loss for the financial year - - - (137.8) {137.8)
At 26th August 2000 3276 2234 - 23.6 574.6

The Group profit and loss account includes a £3.3 million charge (1899 - £nil) in respect of joint ventures. The aggregate amount of
goodwill written off 1o reserves on acquisition of subsidiary undertakings is £134.9 million (1999 - £134.9 million).
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24. Reconciliation of movements in shareholders’ funds

Group Company
2000 1999 2000 1999

{restated)
£m £m £m £m
{Loss) / profit for the financial year (152.1) 282 (137.8) (42.3)
Dividends - (21.3) - (21.3)
(152.1) 6.9 (137.8) {63.6)
Shares issued net of costs - 0.5 - 0.5
Net change in shareholders’ funds {152.1) 7.4 (137.8) (63.1)
Cpening shareholders’ funds as previously stated 556.9 548.4 863.8 9269
Prior year adjustment (note 12¢) {4.4) (3.3) - -
Opening shareholders’ funds as restated 552.5 5451 863.8 926.9
Clasing shareholders’ funds 4004 552.5 726.0 ' 8638

25. Contingent liabilities and capital commitments
The Company has guarantead the overdrafts and certain perfarmance bands in respect of certain subsidiary undertakings which, at 26th
August 2000, amounted to £0.4 and £0.1 million respectively and has guaranteed the rents payable of certain subsidiary undertakings
which amounted o £112.5 million during the year.
The company has given guarantees in respect of bank overdraft facilities of certain overseas franchises, which at the year end amounted
to £2.4 million (1999 - £1.8 million}.

Group Company
2000 1999 2000 1999
fm fm £m £m
Contracted capital expenditure note provided in the accounts 15.0 250 1.5 1.0
26, Lease commitments
Group Company
2000 1999 2000 1999
£m fm £m f£m
Operating lease commitments in respect of
land and buildings for the 2001 financial year,
on leases expiring:
Within one year 9.6 37 0.1 0.2
Between one and five years 216 268 - 1.5
Over five years 182.2 194.1 1.4 20
2134 2246 1.5 3.7
Operating fease commitments in raspect of other
assets for the 2001 financial year, on leases
expiring:
Within one year 0.8 02 0.8 02
Between ane and five years 5.4 15 5.4 1.5
Qver five years - - - -
6.2 1.7 6.2 1.7
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27. Related party transactions
The Group has a 65% interest in Dial Home Shopping Ltd, the direct home shopping company operated under a joint venture
arrangement with Littlewoods. Under this arrangement, the Group pravides stock for ali Dial’s sales to customers and also provides
management, administrative and operational support, including the secondment of staff. During the year, the Group made sales to Dial
covering these gaods and services amounting to £20.0 million {1999 - £19.5 million).
In addition, the Group ranages Dial’s banking arrangements to take advantage of the scale of the Group’s treasury aperations. During
the year, under this arrangement, the Group paid interest of £0.2 million {1999 - £0.3 million) to Dial and at the year-end had borrowed
£2.4 miliion (1999 - £3.5 million} fraom Dial. The Group has guaranteed the bank accounts operated by Dial,
The Group has a S0% interest in Zoom.co.uk Limited, the e-commerce and free internet service provider operated under a joint venture
agreement with Associated Newspapers Limited. Under this agreerment Zoom hosts and maintains web-sites relating to Arcadia stores and
Ascadia brands. During the year Zoom made sales to the Group covering these services of £0.9 million {1999 - £0.1 million). The Group
provides management, administrative, advertising and operational support, including the secondment of staff to Zoom. During the year,
the Group made sales 1o Zoom covering these goods and sarvices amounting t¢ £2.1 million {1999 -~ £0.3 million). At the year end
amounts were owed to the Group by Zoom of £3.9 million.
An ISP Partnership agreement exists between Dial Home Shopping Limited and Zoom.co.uk Limited. Under this agreement Dial pays a
commission based upon sales made through the Zoom web-site or Arcadia web-sites. During the year Zoom made sales to Dial in respect
of this agreement amaunting to £0.3 million. At the year end £0.1 million was owing to Zoom by Dial.

28. Pension commitments
The Group operates two funded defined benefit schemes in the UK, the assets of which are held in separate trustee administéred funds.
Actuarial valuations of Arcadia Group’s two schemes were carried out as at 26th January 1998, using the projected unit method. The
assurnptions which have the most significant effect on the results of the valuations are those relating to the rate of return on investments
and the rate of increases in salaries, pensions and dividend income of the funds. It was assumed that over the long term the investment
return would be 8% per annum, that salary increases would average 6% per annum, that present and future pensions would increase in
payment at 4% per anaum, and that the dividend income received by the funds would increase at 4.25% per annum. At the date of the
valuations and after allowing for the effect of the transfers to the Debenharns scheres, the total market value of the assets of the schemes
was £483.6 million. The actuarial value of the assets was sufficient overall to cover 1279% of the benefits that had accrued to members at
that date, after allowing for assumed future increases in earnings. In the light of this financial position, the Group continued the
suspension of its contributions to the scheme throughout 19958/2000.
Statement of Standard Accounting Practice Number 24 *Accounting for Pension Costs’ requires that the costs of providing pensions are
recognised over the period benefiting from the empioyees” services, with any difference between the charge to the profit and loss account
ang the contributions paid to the scheme being shown as an asset or liability in the balance sheet. The pension cost has been assessed in
accordance with the advice of qualified actuaries using the actuarial method and assumptions set out above. Variations in cost have been
spread aver the estimated average remaining working lifetime of the members of each scheme. The total pension cost in respect of these
schemes was £nil (1999 - £nil). There is a pension prepayment due in over one year in the balance sheet of £12.4 million (1999 - £12.4
millin).
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34 Notes ta the Accounts (continued)

29, Cash flow
2000 1999
(restated)
£m £m
Recontiliation of operating profit to net cash
flow from operating activities:
Operating profit before exceptional items 15.0 514
Degpreciation and amartisation 96.2 737
Release of provision for own shares - (1.0
Decrease / (increase) in stocks 14.7 (15.2)
Decrease in debtors 4.0 6.7
(Decrease} / increase in creditors (34.3) 7.8
Net cash inflow from ongaing activities 95.6 1234
Net cash outflow from exceptional items (16.4} (13.6)
Net cash inflow from operating activities 79.2 109.8
Debt Debt
Cash at hank due within due after Net
and in hand one year one year debt
£m £m fm £m
b. Analysis of net debt
At 29th August 1993 603 (34.2} {193.5} (227.4)
Increase in cash 5.6 - - 56
Cashflow from debt and lease financing - {5.3} {0.5) (5.8
Maovement in liguid resources {29.3) - - {29.3)
Non cash movement in debt - {33.2 332 -
At 26th August 2000 36.6 {132.7) (160.8) {256.9)
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Five Year Summary 35

2000 1999 1998 1997 1996
£m frm £m £m £m

Turnover 1,945.0 15224 2,086.6 2,562.3 2,302.0
Trading profit before exceptional items 12.0 51.1 172.3 2019 161.6
Interest and similar ¢harges (20.5) 9.3 (6.7} (15.3) (10.3)
(Loss) / profit before exceptional items (8.5} 418 165.6 186.6 151.3
Exceptional iterns {144.0) 49 0.3 (65.6) -
{Loss} / profit before taxation (152.5) 467 165.9 121.0 151.3
Taxation 0.4 18.5) (53.2) (38.9) {40.9)
{Loss) / profit for the financiat year (152.1}) 28.2 1127 821 110.4
Cividends - 21.3 (851.1} (50.0) (40.3)
Transfer (from) / to reserves {152.1) 6.9 (738.4) 321 70.1
Share capital 151.4 151.4 151.2 1464 144.7
Reserves 249.0 4011 387.2 7841 769.4
Capital employed 400.4 5525 548 4 930t 8141
(Loss) { earnings per share:
~ basic (p) (84.2) 15.6 61.7 45.7 62.4
- before exceptional items and goodwill amortisation {p} (9.1) 15.7 62.4 759 62.4
Dividend per share (p) - 1.7 11.7 272 22.4
Dividend cover (times):
- after exceptional items - 1.3 5.3 1.6 2.7
- before exceptional items and goodwill amortisation - 1.3 5.4 2.7 27
Note

In January 1998 the Group demerged Debenhams by way of a free distribution of shares to existing shareholders of the Group. This dividend in
specie of £830.0 million reprasented the net assets of Debenhams at the date of demerger of £520 million together with the goodwill written
off on the original acquisition of £310.0 million. The turnover and eperating profit attributable to the demerged activities of Debenhams
included in the five year summary above in respect of 1998 and 1997 were as foliows:

1998 1997

fm £m

Turnover 621.5 1,163.4

QOperating profit 91.8 129.7
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36 Shareholder Information

Shareholder discount scheme

Shareholders are reminded that the Company operates a discount scheme which is available to all private sharehalders having at ieast 2,000
Arcadia Group shares registered in their own names. Shares registered in the names of third parties such as banks, stockbrokers, PEP and 1SA
managers or trustees do not entitle the beneficial owners (o participate in the scheme.

The scherme operates through a shareholder account card and gives a discount of 12.5% off the price of most goods sold through the Group’s
retail outlets and home shopping services. This discount is allowed on the first £5,000 of eligible purchases made during the Group’s financial
year and is deducted automatically from the monthly account statement. From time 1o time the Group offers temporary promotional discounts
linked ta its retail brand account cards. These discounts are not normally available in combination with the shareholder discount.

Because a Consumer Credit Agreement must be entered into, sharehalders wishing to apply for a shareholder account card must be at Jeast 18
years of age. Persans having the required nurmber of shares registered in their own name who would like more details of the scheme should
write to: Arcadia Group Shareholder Discount Office, GE Capital Bank Limited, Torre House, Leeds LS99 2BD (telephone 0870 1242446).

Registrars
Enquiries relating to shareholdings in the Company and notifications of change of name or address should be sent to the Company’s registrars:
Computershare Services plc, P O Box 82, The Pavilions, Bridgwater Road, Bristol BS83 7NH (telephone 0870 702 00G0).

Report and Accounts
This Report and Accounts will be published on the Group’s Internet website www.arcadiagroup.co.uk) and copies may be downloadéd from
there.

Payment of dividends to mandated accounts
Shareholders wha do not currently have their dividends paid direct to a bank or building seciety account and who wish to do so should com-
plete a mandate instruction available from the Company’s registrars. Under this arrangement, tax vouchers are sent to the shareholder's regis-
tered address unless the shareholder requests otherwise.

Amalgamation of shareholdings

Shareholders who have received more than one copy of this Report and Accounts may have more than one account in their nsme on the
Company’s register of members. Any shareholder wishing to amalgamate their holdings should write to the Company's registrars giving details
of the accounts concerned and instructions on how they should be amalgamated.

Postal share dealing service

A postal share dealing service is available through Cazenove & Co. for private investors who wish to buy or sell Arcadia Group shares in a sim-
ple, cost effective way. Details of the scheme are available from Cazenove & Co., 12 Tokenhouse Yard, London EC2R 7AN (telephone 020 7606
1768).

1995/2000 dividends
In the light of the Group's trading results, the board did not declare an interim dividend for the 1999/2000 financial year and does not recom-
mend the payment of a final dividend.

2000/2001 Financial calendar
The Group plans to announce its 2000/2001 interim results on 5th April 2001 and its full year results on 25th Qctober 2001.

Unsolicited mail

The law obliges the Company to make its register of members available to other organisations and as a consequénce some shareholders may
receive unsolicited mail, Shareholders wishing to limit the amount of such mail should write to the Mailing Preference Service, FREEPOST 22,
London WIE 7€2.
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