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REPORT OF THE DIRECTORS

The directors have pleasure in submitting the annual report and accounts for the year ended 31st March 2003.

REVIEW OF ACTIVITIES

Whiteaway Laidlaw Bank Limited (“the Bank™) is an authorised institution under the Financial Services and Markels Act
2000 and is subject to regulation by the Financial Services Authority. The Bank's ultimate parent company remains GUS ple

(GUS), whose net assets at 31st March 2003 were £ 2.64 billion.

The core activities of the Bank during the year conlinued lo be the provision of:

i1 Banking services fo the small business community and to personal customers.

() Operational support to the principal businesses within the GUS group.
These included :-
- The Argos Retail Group (ARG) which includes the Argos stores and since early 2003,
the retaii outlets of Homebase.
- Experian, the global information services provider,
- Burberry, the luxury goods retailer which is 77% owned by GUS.

[ The data processing of store card receivables,

TRADING PERFORMANCE

The Bank reporis pre tax profils of £5.0 million in the year, a marginal improvement on the previous year in spile of average
interesl rates that were 0.8% lower than last year. This adversely affected interest receivable on the Bank’s capilal and other
investments to the value of £0.8 million. However this shorifall has been fully compensated by the growth in the Bank’s

{ending and current account activities.

to be significantly below the banking seclor average, al less (han 0.5% of the loan book.

a cost lo inconie ratio of 31% which is considerably below most of its competitors.

largely unaffected by adverse movements in the economy.

underpin the Bank’s ability to offer competitively priced services to external eustoners

The Bank’s small and medium size business loan book (SMEs) grew by 21.8% year on year. The provision of locally based
services, by experienced bankers, at a compelitive price has remained a powerful proposition to the SME community, which
hag become increasingly disenchanted with the service centre approach adopted by several of the major banks. During the
year there was no addition to the three areas outside the Greater Manchester conurbation that are served by the Bank’s
business development officers. We sought rather to broaden our customer penetrafion in the existing regions. The target
audience remained businesses with a tumover of up to £5.0 million, including retailers and restaurateuss, solicitors and
accountants, manulacturcrs, the service sector and the building and construction industry, As a result the range of businesses
covered is spread across the principal economic sectors and (his supports the Bank’s policy of minimizing the risks associated
wilh an economic downturn. This low risk approach is reflecled in the bad debt experience where specific bad debls continue

Whilst asset growth has been satisfaclory and commensurate with budgeted expecialions there has been a parallel growth in
customer depostts. The basic savings proposilion, which offers High Interest Cheque Accounts, Instant Access Accounts and
Fixed Deposilt Accounts at highly compelifive rales, generaled growth in personal and refail deposits of 13%. This has
ensured that the Bank has again had no requirement fo seek funding from {he wholesale money markets. Consequently,
although lending margins in the general markel place have tightened, the Bank has been able lo remain compelitive, aided by

The contribution from the Bank’s data processing aclivities has met its linancial targets and a further store card has been
added to the existing portfolio of businesses. This fee income remains altractive to the Bank as a reliable income stream

The changing patteras in the GUS group’s traditional home shopping businesses conlinue to moderaie the level of
commissions earned by the Bank from this source. Nonetheless the volumes involved in this business remain substaniial and




REPORT OF THE DIRECTORS (continued)

REVIEW OF ACTIVITIES (continued)

CURRENT TRADING

The Bank’s customer base conlinues lo show modest growih, aided by the expanding range of local accouniants and
solicitors with whom we have developed enduring and mutually beneficial relationships. These business professionals
recognise our value for money proposition and appreciale the speed of decision making which our centralised structure,
operating from a single branch permils. Our credit sanctioning systems have now been supplemenied by the recent
introduction of a computerised scorecard for SME business. As a resulf the Bank now looks to expand this business further,
confident that no degradation of existing service levels will arise from the expansion. The Bank therefore expects shortly to
appoint an additiogal business development officer who will cover the Derby, Nollingham, Leicester region. We project
growth in the loan book in the current year lo acerue both from this initiative and also from the expansion of relationships
within existing regions. SME coverage will then extend from the Scottish borders to the South Midlands.

Based on cusiomer foyaily buili up over many years and the atizactiveness of ifs savings products, the Bank believes its retai
deposits will show further meaningful growth. Mindful of the loyalty of many of the personal customer relationships the
Bank is giving some consideralion to broadening its consumer product range. A flexible current account slyle morigage,
utilising customer savings and borrowings to maximum effect, is under review.,

As the GUS group continues 1o evolve and expand, the mix of revenue sireams enjoyed by the Bank is changing.
Collectively these are predicted to be revenue neutral during the current year, but increasingly the Bank will interface with
developments within ARG Financial Services division, whose products are seen as a major growth opportunity for GUS.
The economic outlook however gives us some grounds for caution and products will remain targeled at applicants whe are
judged appropriate.

Third party card processing aclivities are expecled to remain close to current levels. However following the successful
launch of the Argos storccard and shortly an equivalent product for Homebase, it is expecled that these businesses will
supplement further the Bank’s fee income streams.

In the current vear the first month’s trading performance across the Bank’s main businesses has exceeded budget. It is also
expected that the imminent change of computer plalform, used to support the Bank’s foreign currency accounting , will
produce further operational economies in the latter part of the year.

FUTURE STRATEGY
In its recently reviewed three year strategic plan, the Bank has budgeted for further growth in its operational profits, based
on the assumplion that its core activities continue to provide a blend of fee and income generaling streams, which by their
nalure are relatively recession proof. Interest rafe directions are difficult lo predict, given Lhe current world economic
uncertainty, but any upward movement in bank base rates will probably have a positive impact on the budget,

The Bank recoguises that its services must remain competitively priced and places increasing emphasis on its cost to
income ratio. The three year plan assumes that, despile the costs associated wilh upgrading its computer systeans and with
the coniinued training needs of its employees, the ratio will still bear favourable comparison with its banking peers.

The Bank is also actively reviewing the appropriate level of capital and reserves. It is projecting ils relurn on capital to
progress towards 10%, ever the period of the strategic plan. This will be achieved, either by increasing the level of assets
on its consolidated balance sheet which possibly may include integrating the Argos card and loan businesses, or by
repayment of current surplus capital to the parent company. Either alternative would be subject to the approval of the
Financial Services Authority. The Bank's consolidaled risk asset ratio is 160%, which is significantly in excess of both the
minimum Basel Tier 1 capital ratio and its own larged raiio, set by the Financial Services Authorily. The Bank continues to
monitor the likely significance of the proposed second Basel Accord, but is not currently expeeting any meaningful change
to its capital requirements. Notwithstanding the fact that the Accord currently lacks total worldwide consensus, the new
rutes are expecied 1o be operational from 1st January 2007,

Consistent wilh maore eflective management of the Bank's capital will be the expansion of ils exisling core businesses.
Whilst lending margins are expected to become increasingly competitive, the Bank expecs its niche range of aclivities to
remain altractive 1o its current customer base. However the Bank increasingly expects its focus to become more consumer
facing, as it expands on its inkage with the GUS retailing channels.

"The Bauk will coutinue to invest in the appropriate technology and systems, as it strives to reach an ever increasing range of
personal and business customiers.




REPORT OF TIIE DPIRECTORS (continued)

REVIEW OF ACTIVITIES (continued)

DIRECTORS
The names of the current directars are shown on the contents page. All directors held office throughouttihe year and no directors
resigned duzing the same period.

DIRECTORS' INTERESTS IN SHARES

Of the directors who held office on 31 March 2003, Mr Duddy is a director of the Bank's ultimate parent company, GUS ple
and his interests are disclosed in the accounts of that company. Mr Hilliard is a director of GUS Finance Holdings Limited, the
Bank's immediate parent company and his interests are disclosed in the accounts of that company.

Mr Hardman had interests at 31 March 2003 in 16,000 Ordinary shares of GUS ple (31 March 2002 - 16,000 shares).

The details of options granted to Mr Fox and Mr Motlershead in respect of Ordinary shares of GUS ple, under that company's
SAYE share option scheme, are set out in the table below. No options were exerciscd or lapsed during the year.

Options Options

held at Onplions Date lrom held at

31 March granted Exencise which Expiry 31 March

2002 in year price  exercisable date 2003

Robert Fox 4,394 - 384.0p 1.05.06 31.10.00 4,394
John Moutershead 4,394 - 384.0p 1.05.06 31.10.00 4,394

No other director holding office at 31 March 2003 had any interest either at the beginning or end of the year in the capital of the
Bauk, its ultimate holding company or any fellow subsidiary thereof.

RELATED PARTY TRANSACTIONS

Banks are obliged by law lo observe a strict duty of confidentiality in respect of their customers' affairs and this is recognised in
Financial Reporting Standard No.8. The Bank does not have any transactions with its directors and other related parties which
are ouiside the terms of normal banking business and thercfore no disclosure of these transactions is made.

RESULT AND DIVIDEND

The operating profit for the year amounted to £3.0 million (2002 - £3.0 miltion). The profit for the year afler 1ax amounted to
£3.5 million (2002 - £3.7 million). The directors recommend the payment of an interim dividend of 8.80p per share (2002 -
8.43p per share}, amounting to £2.6 million (2002 - £2.5 million). £0.9 million has beca transferred to reserves (2002 - £1.2
million).




REPORT OF TIIE DIRECTORS (continued)

EMPLOYEE INVOLVEMENT
Employees are consulted by Group companies on maiters of concern to them and they participate in their company's
affairs. Information on matlers of concern to employees is also disseminated through conferences, meetings, publications

and electronic media.

EMPLOYMENT OF DISABLED PERSONS
The Group supports the employment of disabled people wherever possible through rectuitment, by retention of those who
become disabled during their employment and generally through training, career development and promotion.

CREDITOR PAYMENT

For all trade credilars, it is Group policy to:
(1 Agree and confirm the terms of payment at the commencement of business with that supplier.

0 Pay in accordance with contractual and other legal obligations.
Trade creditor days of the Group at 31 March 2003 were 25 days (2002 - 25 days).

STATEMENT OF DIRECTORS' RESPONSIBILITIES
Company law requires the directors to prepare [inancial statements for each financial year that give a true and [air view of
the state of affairs of the Bank and the Group and of the profit or loss for that period. The directors are required to prepare
the financial statements on Lhe going concern basis unless it is inappropriate to presume that the Bank and the Group will
continte in business.

The directors confirm that suilable accounting policies have been used and applied consistently. They also confirm that
reasonable and prudent judgements and estimales have been made in preparing the financial statements for the year ended
31 March 2003 and that applicable accounting standards have been lollowed.

The directors are responsible for keeping proper accounling records that disclose with reasonable accuracy at any time the
financial position of the Bank and the Group and enable them to ensure that the financial statements comply with the
Companies Act 1985, They are also responsible for safeguarding the asscts of the Bank and the Group and hence for
taking reasonable steps for ihe prevention and detection of fraud and other irregularities.

AUDITORS
Following the conversion of our auditors PricewaterhouseCoopers to a Limited Liability Partnership (LLP) from 1 January
2003, PricewalethouseCoopers resigned on 19 Tebruary 2003 and the directors appointed its successor,
PricewaterhouseCoopers LLP, as auditors.

An elective resolution was passed on 28 April 1997 which dispenses with the obligation to appoint auditors annualty.
Consequently ratification of PricewaterhouseCoopers LLP's appointment will not be required at an Annual General
Meeting.

By order of the Board

Secretary
11 June 2003




INDEPENDENT AUDITORS' REFORT

To the members of
Whiteaway Laidlaw Bank Limited

We have audited the financial statements which comiprise the Profil and Loss account, the Balance Shect and
the related notes which have been prepared under the historical cost convention and the accounting policics
set out in the statement of accounting policies.

Respective respunsibilities of directors and auditors

The direclors’ responsibilities for preparing the annual report and the linancial statements in accordance with
applicable United Kingdom law and accounting standards arc set out in the statement of dircclors'
responsibilities.

Our responsibilily is to audit the financial statements in accordance with relevant legal and regulalory
requirements and United Kingdom Auditing Standards issued by the Auditing Practices Board. This report,
including the opinion, has been prepared for and only for the company’s members as a body in accordance
with Section 235 of the Companies Act 1985 and for no other purpose. We do not, in giving this opinion,
accept or assume responsibilily for any other purposc or to any other person lo whom this report is shown or
into whose hands it may come save whetc expressly agreed by our prior consent in writing,

We report to you our opinion as to whether the financial statements give a truc and fair view and are properly
prepared in accordance with the Companies Act 1985, We also report to vou if, in our opinion, the directors'
report is not consistent with the financial stalements, if the company has not kept proper accounting records, if
we have not reccived all the information and explanations we require for our audit, or if information specified
by law regarding directors' remuneration and transactions is not disclosed.

We read the other information contained in the annual report and consider the implications for our report if we
become aware of any apparent misstatements or material inconsistencies with the financial stalcments. The
other information comprises only the directors' report.

Basis of andit opinion

We conducted our audit in accordance with auditing standards issucd by the Auditing Practices Board. An
audit includes examination, on a test basis, of evidence relevant to the amounts and disclosures in the financial
stalements. It also includes an assessment of the significant estimates and judgements made by the direclors in
the preparation of the financial statements, and of whelher the accounting pelicics are appropriate to the
company's circumstances, consistently applied and adequately discloscd.

We planned and performed our audit 50 as to obtain all the information and explanations which we considered
necessary in order to provide us with sufficient cvidence to give rcasonable assurance that the financial
statements are free from material misstatement, whether caused by fraud or other irrcgularity or crror. In
forming our opinion we also cvaluated the overall adequacy of the presentation of information in the financial
statements.

Opinion
It our opinion the financial statements give a true and fair view of the stale of the affairs of the Company and

the Group at 31 March 2003 and of the profit of the Group for {hc year then ended and have been properly
prepared in accordance with the Companies Act 1985,

PricewaterhouseCoopers LLP
Chartered Accountants and Registered Auditors
Manchesler

11 June 2003




CONSQLIDATED PROFIT AND L.OSS ACCOUNT
Jor the year ended 31 March 2003

2003 2002
Notes £M £M
Interest receivable:
Interest receivable and similar income
arising [rom debt securities 1.4 15
Other interest receivable and similar income 21 35
3.5 50
Interest payable 2 (L4) (0.3)
Net interest income 3.1 4.7
Fees and commissions receivable 1 4.0 2.9
Fees and commissions payable (1.0) (L1
Dealing profits 0.1 0.1
Other operating income 0.1 0.1
Operating inceme 6.3 6.7
Adminislrative expenses 3 (1.3} (1.3)
Depreciation and amortisation 13 (1) (0.1)
Other operaling charges (1) 0.1
Provisions 6 0.2 (0.2)
Operaling profit and profit on
ordinary activities before tax 50 5.0
Tax on profit on ordinary activilies 7 (1.5) (1.3)
Profit on ordinary activities afler tax
for the financial year 35 37
Dividends paid and proposed B (2.6} (2.5)
Retained prolit for the year
transferred (o reserves 0.9 1.2

All of the above amounts are in respect of continuing operations.

The Group has no recognised gains and losses other than those included in lhe consolidated prolit and Joss account and
therefore no scparate statement of total recognised gains and losses has been presented.

There is no difference between the profit on ordinary activities before 1ax and the retained profit for the year stated above,

and their histonical cost equivalents.

The accounting policies and notes, on pages 8 1o 19, form an intcgral part of these financial stalements.




Assels
Cash and balances at central banks
Cheques in the course of collection
Loans and advances to banks
Loans and advances to cuslomers
Debt securities
Shares in group undertakings
Tangible fixed assets
Prepayments and acerued income
Deferred tax

Total assets

Liabilities
Custonier accounts
Other liabilities

Called up equity share capital
Profit and loss account

Equity shareholders' unds

'Fotal liabilitics

Memorandum items
Contingent liabilities:

Guarantees

Commitments

BALANCE SIIEETS

as at 31 March 2003
Bank

2003 2002 2003 2002
Noles £M M £M LM
0.7 0.5 .7 0.5
9 66.0 59.6 60.0 59.6
10 16.1 10.7 16.1 10.7
11 T00 300 T0.0 300
12 - - - .
13 .1 0.2 0.1 0.2
0.7 1.0 0.7 1.0
7 0.2 0.2 0.2 0.2
153.8 102.2 153.8 102.2
14 844 339 85.0 34.5
15 5.3 5.1 53 5.1
17 3040 30.0 300 300
18 344 33.2 335 326
19 64.1 632 63.5 62.06
153.8 102.2 153.8 102.2

20 7.2 7.5 7.2 7.5

20 1.5 1.6 1.5 1.0

The financial statemenlts on pages 6 o 19 were approved by the board of directors on 11 June 2003 and are signed on

its behalf by :

RTFox

Directors

E Mottershead

The accounting policies and notes, on pages 8 to 19, form an inlegral part of these {inancial statements.




ACCOUNTING TOLICIES

(a) Basis of accounting

The accounis have been preparcd under the historical cost cenvenfion, in accordance with the special
provisions of Part VII of the Companies Act 1985 relaling to banking companics and banking groups,
applicable Accounting Standards and Statement of Recommended Accounting Practice issued by the British
Bankers' Association, which have been consistently applied.

{b) Basis of consolidation
The Group accounts deal with the state of affairs and resulls of the Bank and its subsidiaries for the twelve
months ended 31 March.

{c) Cash flow stateinent

The Bank is a wholly owned subsidiary of GUS plc and its cash flows are included in the cousolidated cash
flow statement of GUS ple. Conscquently, the Bank is exempt, under the terms of Financial Reporting
Standard No.1 (revised), from the requirement to publish a cash flow stalement.

{d} Bad and doubtful debts

Provisions are made (o reduce the values of loans and advances o the amount which the Bank considers is
likely to be recoverable. Throughout the year and at year end, assessments are made of all loans and advances
which are in arrears. Specific provisions are made against those loans and advances when it is considered that
their circumstances make full recovery doubtful. A general provision is made against loans and advances to
cover bad and doubtful debis which have not been separately idenlified bul which are known from experience
to be present in any portlolic of loans and advances. The charge to the income and expenditure account
represenls new or additional provisions made less any reduction in provisions or recoveries of amounis
previously provided. Inferest which is considered irrecoverable, where the normal lending refationship has
ceased, 15 suspended. Interest up lo that time is credited to income and provision made as appropriate.
Advances are shown on lhe balance sheets after deducting these provisions.

(€) Shares in group undertakings
The Bank's investment in its subsidiary underlakings is slated at cost fess any provision for periancnt
diminution in value.

(f) Income

Income from instalment credit agreements is credited to profit in proporiion to the reducing balances
outstanding and is included in interest receivable, Inlerest and charges receivable on other types of lending
and finance are credited to profit on an accruals basis. Commitment and other banking fees are credited to
profit when due and payable.

(g) Related party {ransactions

The Bank and Group have taken advantage of the exemplion available under Financial Reporiing Slandard
No.8 not to disclose any (ransactions with the ullimate parent company and fellow subsidiary undertakings, or
any banking transactions that would breach client confidentiality.




ACCOUNTING POLICIES (continued)

(1) Debt securities

Debt securities are not regarded as financial fixed assets, as such securities are purchased only in the
course of the Group's treasury operations for lhe temporary utilisation of surplus funds. These debt
secutities are stated at historical cost less any provision for impairment.

(i) Foreign currencies

Assels and liabilities in {oreign currencies arc translaled into sterling at the rates of exchange ruling on the
palance sheet date. Income and sxpenses, which arose originally in foreign currencics, are translated
monthly into sterling at closing rates for the relevant accounting period.

(i) Tangible fixed assets and depreciation
Depreciation on assets is calculated on the straight-line basis to write off the cost of cquipment at the
following annuali rates:

Moltor vehicles 25%
Office equipment 20% - 33%
Fixtures and fillings 10%

(k) Pensijon and other post retircment costs
The Group provides pension bencfits to eligible employees through membership of two pension schemes
operaled by its ultimate parent company.

The defined benefit scheme has rules which specify the benefits to be paid and is financed accordingly.
‘The cost of providing retirement benefits, including healthcare, which is based on costs across the ultimate
parent’s group as a whole, is charged to the profit and loss accounl over the anticipated period of
employment in accordance with recommendations made by qualified actuaries.

The costs of the Group's defined contribution pension arrangements are charged lo the profit and loss
accounl on the basis of contributions payable in respeet of the accounting period.

(1) Deferred taxation

In accordance with Financia! Reporting Standard No 19 deferred laxation is fully provided in respect of
timing differences 1o the extent that it is probable that a liability will arise or that an assct will be
recoverable in the foresceable future. Deferred tax balances are not subject Lo discounting.




NOTES TO THE ACCOUNTS

INCOME AND TURNOVER

UK retail banking operations are (he primary aclivity of the Bank. The Bank ajso administers payment processing on
behalf of the ARG Equation home shopping businesses, generating a revenue of £1.0 million (2002 - £1.1 million}
with direct costs of £1.0 million (2002 - £1.0 miilion). The altocation of overhiead administrative expetses and assels
attributable to this clement of the Bank's business would be negligible and therefore no such analysis is provided.

INTEREST PAYABLE

Interest payable includes amounts paid to the ultimale parent company and fellow subsidiary undertakings of

£0.1million (2002 - £0.1 million}.

ADMINISTRATIVE EXPENSLES

Staff costs:
Wages and salaries
Social security costs
Other pension cosls

Total stall costs

Other administrative costs

2003 2002
£M £M
0.6 0.6
0.1 0.1
0.1 0.1
0.8 0.8
(.5 0.5
1.3 1.3

The audilors’ remuneration was £32,000 (2002 - £39,000), all of which related to the Bank itsetf. No fees were paid
by the Group to the auditors other than for statutory audit work {2002 - £20,000).

NUMBRER OF EMPLOYELS

The average number of persons employed by
the Group during the year was:

Sales staff

Administrative staff

10

2003
Full Part Full Part
time time time time
3 - 2 -
24 5 24
27 5 20
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NOTES TO TUE ACCOUNTS (continued)

EMOLUMENTS OF DIRECTGRS

2003 2002
£000 £000
Aggregate emoluments 130 116

Details of share options granted under the GUS ple SAYE share oplion scheme, to direclors remuneraled by the Bank, are
given in the Report of the Directors. Retirement benefits are accruing to one direclor under a defined benefit scheme. No
confributions are made to a defined contribution pension scheme.

Mr Duddy and Mr Hilliard are paid by fellow subsidiary companics and these companies make no recharge to the Bank.

Mr Duddy is a director of the ultimate parent company and fellow subsidiary companies and it is not possible to make an
accurate apportionment of his emoluments in respect of these companies and the Bank. The above details include no
emaoluments in respect of Mr Duddy or Mr Hilliard. The total emoluments for Mr Duddy are included in the aggregate of
directors' emoluments disclosed in the financial statements of the ultimate parent company.

PROVISIONS FOR BAD AND DOUBTFUL DEBTS
Group & Bank

Specilic General Tolal
M £M £M
At 31 March 2002 13 0.4 1.7
Transfer from the profit and loss account (0.3) 0.1 (0.2)
Amounts applied in writing of{ advances (0.6) - {0.6)
At 31 March 2003 0.4 0.5 0.9
TAX ON PROFI'T ON ORDINARY ACTIVITIES
2003 2002
£M M
The tax charge is based on the profit
for the year and compriscs:
UK corporation tax at 30% (2002 - 30%) 1.5 1.6
Deferred taxation on short term timing differences - (0.3)
1.5 1.3

There is no diffcrence belween the tax assessed lor the period and the standard rate of corporation tax in the UK of
30%.

The deferred tax asset of £0.2 million (2002 - £0.2 million) represents the combined effect of both timing differences and
the movement in provisions.

DIVIDENDS
2003 2002
£M £M
Cn equity shares:
Interim dividend proposed of 8.80p per ordinary share (2002 - 8.43p) 2.6 2.5
2.6 2.5

1




NOTES TO THE ACCOUNTS (continued)

9  LOANS AND ADVANCES TO BANKS
Group & Bank

2003 2002
£M £M
Repayable on demand 6.0 5.1

Other loans and advances repayable in:
Not more than three months 6.0 534.5
Grealer than three months - -

66.0 59.6

10 LOANS AND ADVANCES TO CUSTOMERS

Group & Bank
2003 2002
£M M
Repayable on demand 5.7 6.0

Other loans and advances repayable in:

Not more than three months 5.5 0.5
Three months to six months 0.4 0.3
Six months 1o vne year .6 0.7
One year to five years 2.8 2.6
More than five years 1.1 0.6
16.1 10.7

11 DEBT SECURITIES
Group & Bank

2003 2002
£M M
Issued by other issuers 700 300

These debt securities consist of unlisted certificates of deposit, issued by institutions authorised in the UK under
the Financial Services and Markeis Act 2000 and are all due within one year,

12 SHARES IN GROUP UNDERTAKINGS

The Bank continues to hold small investments in its wholly vwned subsidiaries Whiteaway Laidlaw (Overseas)
Limited and WL Insurance Services Limited. Whiteaway Laidlaw (Overseas) Limited is the parent company of a
group which merchanls exports and WL Insurance Services Limited is a dormant company. Buolh subsidiaries are
registered in England and Wales and are consolidated within these group accounts.

12
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NOTES TO THE ACCOUNTS (continued)

TANGIBLE FIXED ASSETS

Cost

At 31 March 2002
Additions
Disposals

At 31 March 2003

Depreciation

At 31 March 2002
Charge for year
Disposals

At 31 March 2003

Net book value
At 31 March 2003
At 31 March 2002

CUSTOMER ACCOUNTS

Repayable on demand

With agreed maturity dates or periods of
notice and repayable in:
Not more than three months

Included within customer accounts are the
following sums duc to:
The ultimate pareni company
Fellow subsidiary undertakings
Subsidiary undertakings

2003
£M

82.5

1.9

Group
2002
iM

324

Group & Bank
Fixlures,
litlings,
equipment

& motor

vehicles
£M

0.7
0.1

(0.1

0.7

0.5
0.1

0.6

0.1
0.2

Bank
2003 2002
£M iIM

83.1 330

1.9 1.5

84.4

1.4
20.8

0.9
14.3

85.0 34.5

1.4 0.9
20.8 143
0.6 0.6

22.2

15.2

22.8 15.8

Al the balance sheet date customer accounts also included funds of £32.8million in respect of a repayment of
loan notes by GUS, which took place over the ensuing days. The balances shown in note 9 also include the

effect of these Tunds.

13
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NOTES TO THE ACCOUNTS (continued)

OTHER LIABILITIES
Group Bank

2003 2002 2003 2002
£M £M £M LM
Trade creditors 0.1 02 0.1 0.2
Corporation tax 2.0 19 2.0 19
Proposed dividend 2.9 25 2.7 2.5
Other creditors 0.5 0.5 0.5 0.5
53 5.1 5.3 31

PROVISIONS FOR LIABILITIES AND CIIARGES

The Bank's provision for pension and other post retirement benefits is included in the provision shown in the
consolidated financial statements of GUS plc.

SHARE CAPITAL

The authorised, allotted, called-up and fully paid share capital is £30.0 million in ordinary sharcs of £1 each
(2002 - £30.0 million).

PROFIT AND LOSS ACCOUNT

The Bank is not required to present its own profit and 1oss account in addition to the consolidated profit and loss
account, as permilled by section 230 of the Companies Act 1985, The movements in the profit and loss account
of the Bank have been the profit after tax for the financial year of £3.5 million (2002 - £3.7million) and
dividends paid and proposed of £2.6 million (2002 - £2.5 milljon).

RECONCILIATION OF MOVEMENTS IN SHAREHOLDERS' FUNDS

Group Bank
2003 2002 2003 2002
iM £M iM £M
QOpening sharcholders' funds 03.2 62.0 62.6 61.4
Profit for the year 3.5 37 3.5 37
Dividends (2.0) (2.5y {2.6) (2.5)
Closing sharehiolders' funds 64.1 632 63.5 62.6
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NOTES TO THE ACCOUNTS (continued)

20 CONTINGENT LIABILITIES AND COMMITMENTS

The nominal value and risk weighted amounts of contingent liabilities and commitments are shown below. The nominal
contract amounts indicate the volume of business at the balance sheet date, but not the amounts at risk. The risk
weighted amounts have been calculated in accordance with the ISA's guidelines implementing the Banking
Consolidation Directive.

At the balance sheet dale contingent liabilities had been entered into primarily on behalf of, or for the benefit of, the
ultimate parent company and f{etlow subsidiary undertakings. Subsequent to the year end, the ultimate parenl company
sold fellow subsidiary underiakings to a third party. £6.7m of the contingent liabilities delailed below relaled to these
undertakings.

Group & Bank

2003 2003 2002 2002
Contract Risk weighled Contract  Risk weighted
amount amount amount amounrtt
£M £M £M M

Contingent liabilities:
Guarantees issued 7.2 7.2 7.5 7.5

Commilments:

Undrawn lending facilitics 1.5 0.7 1.6 0.8
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NOTES TO TLE ACCOUNTS (continued)

21 FINANCIAL INSTRUMENTS

The Group's policies for the holding and issuing of financial instruments are set out below. Financial Reporting Standard No. 13
("Derivatives and Financial instruments") also requires numerical disclosures in respect of financial assels and liabililies and
these are included below. Shori-term debtors and creditors are excluded from these disclosures in accordance with the exemption
available under the Standard.

Financial instruments are fundamental to the business of 1he Bank and are used lo enable the Bank to achieve ils objeclives in the
management of:

a) surplus funds by placement in the money markets in accordance with the formal large exposure policy and liquidity policy
documents approved by the Board; and

b) buying and selling of foreign currencics to and from customers and in identifying and covering any resultant foreign currency
exposures.

Within its operations the Bank holds financial instruments in the following main calcgorics:

Loans and deposits are undertaken with other inslitutions, retail customers and GUS group companies. They are held on a
condinuing basis to carn cashilows from the nel inlerest margin and lee income over the life of (he instruments or customer

relationships.

Investments in debt securities are held in accordance with liquidity policy requirements and to generale susiainable income
streams on a continuing basis.

Funding of the Bank's business is entirely from capital and reserves and customer deposits wilh no call on the wholesale moncy
markets.

The Bank's dealings in these financial instruments expose it 1o the following principal risks: interest rate risk, liquidity risk and
credit risk. The Board annually reviews and agrees policies for managing each of these risks.

Interest rate risk

The Bauk is exposcd to movemenis in interest rates. This exposure is managed by continuous moniloring of the inerest rae
profile of its assets and liabilitics to allow appropriale action to be taken.

Interest rate visk profile

The interest rate risk profile of the Group's koans and advances, all of which are denominated in sterling, is as follows:

Fixed ratc leans

and advances

Loans and Weighted Weighted
Floaling rate Fixed rate advances Total average average
loans and loans and  on which ne interest rate period for
advances advances interest is which rate
earned is fixed
£M £ £M £M Years
Al 31 March 2003 10.7 135.7 5.7 152.1 3.9% 01
At 31 March 2002 9.1 86.7 4.5 100.3 4.0% 0.2

The figures for fixed rate loans and advances shown above include £70L0 millien { 2002 - £30.0 million) in respect of certificales
of depesit which are classified as debt sccurities on (he balance sheet.

The maturity profile of the Group's loans and advances is given in notes ¢ 1o 11, and there is no differciice between the carrying

amount and their fair value. Loans and advances on which no interest is earned are treated as repayable on demand, this being
consistent with he prior year.
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NOTES TO THE ACCOUNTS (continued)
21 FINANCIAL INSTRUMENTS (continued)
Interest rate risk (continued)

Interest rate risk profile (continued)

The interest rate risk profile of the Group's financial liabilities, all of which are denominated in sterling, is as follows:

Vixed rate liabilities

Floating rate Fixed rate Financial Total Weighted Weighted
financial linancial  Habilitics on average average
liabilitics liabilities which no inlerest rate peviod for

interest is which rate

paid is fixed

£M £M £M £iM Yecars
At 31 March 2003 25.8 1.7 56.9 84.4 3.5% 0.1
At 31 March 2002 137 19 183 339 3.7% 0.1

The maturity prolile of the Group's financial liabilities is given innote 14, Financial liabilities on which no interest is paid are
treated as repayable on demand, this being consistent with the prior year.

Liguidity risk
The Bank's policy is to maintain sufficient liquid resources to cover cash flow imbalances, fluctuations in funding and to

enable the Bank to meet its financial obligations when they fall due. This policy is achicved by monitoring daily the maturity
profile of the Bank's liquid assets against funding requirements lo allow appropriale action to be taken.

Borrowing facilities
The Group had an undrawn borrowing facility at 31 March 2003 of £10.0 million (2002 - £10.0 million).

Cash and deposits

Cash and deposits as included within the Group's financial stalements where both book value and fair value are equal, are:

2003 2002
£M iM
Current asset investments 70.0 30.0
Bank balances and cash 66.7 60.1
136.7 90.1

Credit risk

Credit risk is the risk that bank and customer counterparties will nol meel their financial obligations, resulting in loss to the
Bank. This risk is managed by the applicalion of the Bank's credit contral policies including the large exposure policy which
requires the setting of counterparty and country limits for treasury and forcign exchange exposure and the regular monitoring
of their utilisation.
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21

NOTES TO THE ACCOUNTS (continued)
FINANCIAL INSTRUMENTS (continued)
Credit risk (continued)
Collateral and netting
The Bank and Group enter into masier agreemenls with counlerparties whenever possible and, when appropriate,
obtain collateral. Masler agreements provide that, if an event of default occurs, all outstanding transactions with

the counterparty will be terminated and all outstanding amounts wili be settled on a net basis.

Transactions with pusitive [air values are netled againsl transactions with negative fair values where the Bank
and Group has the ability to insist on net scttlement, bascd on a legal right that is designed to survive the
insolvency of the counterparty.

The Bank and Group held collaleral in respect of credit related instruments in accordance with Bank policy,
given the customer's financial position and the overall banking rclationship.

Credit reluted instruments

Credil relaled instruments are lreated as contingent liabilities and these arc nol shown on the balance sheet unless
and until the Bank and Group is called upon to make a payment under the instrument. These contingent liabilitics
relate primarily to group company counterpartics whose ability to meet the financial commitment is known. Fees

reccived for providing these instruments are taken to profit over the lifc of the instrument and reflected m fees
and commissions receivable.

Exchange rate risk

The Bank engages in both spot and forward foreign exchange ransactions on behalf of its customers and covers
these with GUS Treasury Services BV. Exchange rate tisk is therefore limited to the foreign currency balances
held in the Bank's nostro accounts, on which an internal limit of £250,000 in total is imposed.

As at 31 March 2003 the Group had a nel foreign currency monetary assct of £0.1 million (2002 - £0.1 million).

There were no forward foreign currency conlracts at 31 March 2003,
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NOTES 1O TIIE ACCOUNTS (continued}

FOREIGN CURRENCY ASSETS AND LIABILI'FIES

The following amounts included in the Bank and Group balance sheets are denominalted in foreign currencics:

2003 2002

£M £M

Assets 0.4 0.7
Liabilities 0.3 0.6

PENSION AND OTHER POST RETIREMENT BENEFITS

The Group provides pension benefits to eligible employees through membership of two pension schemes
operaled by its ullimate parent company.

The defined benefit scheme has rules which specify the bencfits to be paid and is financed accordingly, with
assets being held in independently administered funds. The cost of providing retirement benelits, including
healthcare, which is based on costs across the ultimate parent's group as a whole, is charged to the profit and loss
account over the anticipated period of cmployment in accordance with recommendations made by qualified
actuaries. The results of the latest valuation are reported in the consolidated financial statements of GUS plc.

Further information to comply with Financial Reporting Standard No.17 "Retirement Benefits” is provided in the
consolidated financial statemenls of GUS ple.

The Group is in practice unable to identify its share of the underlying assels and liabilities in the scheme ona
consistent and reasonable basis and will be treating the scheme as a defined contribution scheme when Financial
Reporting Standard No.17 becomes ellective.

The assets of the defined contribution scheme are held in an independently administered fund. The cost of

providing these pension benefits as recognised in the profit and loss account comprises the amount of
conlributions payable to the pension schene in respect of the accounting period.

RELATED PARTY TRANSACTIONS
Under the terms of Financial Reporting Standard No.§, the Bank has taken advantage of the exemplion from

disclosing transactions with companics which are subject to %0% or morc control within the same group, as
consolidated financial statements in which the Bank is included are publicly available (note 25).

ULTIMATE PARENT COMPANY

The ultimale parent company is GUS ple, which is registered in England and Wales. Copies of its group
accounts can be obtained from The Secretary, GUS plc, PO Box 99, Universal House, Devonshire Street,
Manchester M60 1XA.
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