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é DIRECTORS AND ADVISORS
2676

Directors at the date of this report

Wil Hobhouse, non-exeautive Chairman, age 45, joined Whittard in 1988 and as Chief Executive drove
the Compary's expansion. Between 1984 and 1988 he was Managing Director of Tie Rack, during which
time they expanded from |9 stores to 169 stores in eight countries. He became Chairman of the
Company in March 200( and is now non-executive. He also chairs the Audit Committee and 1s a member
of the Remuneration Committee.

Richard Rose, Chief Executive, age 46, joined Whittard in August 2001 from Hagemeyer (UK) Ltd, a
distributor of professicnal products and services, with a UK turnover approaching £1 biflien through 360
outlets. Previously he had been Chief Executive of WF Electrical Ple since 1993, a fully listed Plc, where he
areated a substantial improvement in sharehoider value through a network of 110 branches. WF Electrical
was purchased by Hagemeyer in july 2000.

Hugo Drayton, nor-executive Dhrecter, age 42, joined the Board in 2000 following the acquisition of the
Best of British website. He joined the Telegraph Group in 1994 and after holding several senior marketing
posttions was appointed Managing Director of Hollinger Telegraph New Media Limited during 2001 He is
a member of bath the Audit and Remuneration Committees,

David Gyle-Thompson, non-executive Director, age 58, joined the Board in 1988 and is also Chairman of
Onslow Boyd Group Limited and Beauchamp Marketing Limited, both of which have interests in property
and venture caprtal. He chairs the Remuneration Committee and is a member of the Audit Commitiee.

Brian Hay, Retail Operations Director, age 41, joined Whittard in 1997 foliowing extensive retail operations
experience at Marks & Spencer and Body Shop. He is responsible for retail trading, as well as the marketing
and culture functions.

Giles Hilton, Product Director, age 51, joined Whittard in 1976. He is an expert tea taster — known as "the
nose” - and has been responsible for developing the Compary's specialist tea and coffee ranges, regularly
travelling the world in search of new teas and coffees.

Mark Naughton-Rumbo, Finance Director; age 41, joined the Board in December 2001. A Chartered
Accountart, Mark previously held the position of Finance Director of the Designers Guild Group. His
responsibilities there also encompassed the IT and systems infrastructure and, together with responsibility
for the finance and property functions, he undertakes similar responsibilities at Whittard.
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CHAIRMAN’'S STATEMENT

Overview
| am detighted to report on 2 year of significant progress and achievement. Following the appointment
of 2 new Chiel Executive in August 2001 and a new Finance Director in December 2001, 2 full review

of the business was carried out by the executive team.

This review led to a renewed focus around Whittard's core values and, coupled with strong commercial
and strategic leadership, the business has been re-vitalised and a rapid return 1o profit achieved. Alengside
" this recovery in profitability we are experiencing an increase in our organic sales growth and gross
margin, with the rate of like for like sales increases currently higher than last year at 9% for the 15 weeks
to 8 September 2002.

Summary of results for the year to May 2002

+  Turnover rose to £35.2 million {2001: £34.5 million). Like for like sales rose 2% for the year to May
2002, including an accelerated second half with a like for fke sales increase of 4%.

v~ Profit before taxation amounted to £1,13 milion (2001: loss £2.98 million)
«  Eazrnings per share were 5.1 pence (200! loss per share 4.2 pence).

«  (Cash balances totalled £1.6 million at end of May (2001: £0.8 millon), and our trading generated 2
cashftow of £1.8 miflion.

«  Current trading strong with iike for like sales up 9% at significantly higher gross margin.

I would tike to express my thanks to 2!l our employees who have worked so hard and diligently to make
these pleasing results possible,

Outlook

The executive team has identified further opportunities to continue to build margin, efficiency and sales.
This, coupled with substartial progress already made, gives me much confidence for the future.

will Hebhouse
Chairman




CHIEF EXECUTIVE'S STATEMENT

| am delighted to have joined Whittard some |2 months ago and am truly excrted about the potential
that exists within the business. The culture is something quite special, and the whole team has been
tremendously supportive and hardworking during what has been a very exhilarating year.

As the results show, we have not only achieved a rapid turnaround to profit. but have also set ourselves
upan the path 1o growth once again.

Our balance sheet is very strong with cash balances of £1.6 milion and we are highly cash generative.
We intend to keep it that way and will be prudent with our investment plans.

Potential exists to extract further benefits in supply, logistics and systems which in turn will iead 1o
additional margin and cost improvements. Whiist these intiatives are taking place we are implementing
an accelerated sales growth strategy targeting average transaction values and the number of customers
buying from our stores.

Additionally, we are building cur brand through other sales channels as well as overseas, both providing
further avenues for growth.

New stores are being considered where specific opporiunities arise, and where the expected returns
meet our stringent requirements and expectation. Any expansion strategy would be funded from
internzlly generated cash flow.

Results for the year

Jurnaver rose to £35.2 miffion (2001: £34.5 million) with lke for like sales rising 2% as a resuk of
improved UK trading in the second half of the year (we previously reported a 05% dedline in lke for
like sales for the half year in January 2002, and are now reporting a 4% increase for the second half, giving
2% for the full year). | am delighted to report a further improvement in the rate of like for like sales
growth to 9% for the 15 weeks to 8 September 2002,

ht is particularly pleasing 16 note that the increase in sales for the second haif of the year was achieved
at a significantly higher gross margin and that the gross margin has strengthened still further during the
first quarter of the current year, as compared with the equivalent prior year period.

Profit before taxation amounted to £1.13 million (2001 loss £2.98 million). The key drivers behind this
turnaround were improving sales, higher margins and lower costs. The cost savings were achieved
principally in the areas of mail order and interret where further cost cutting actions were taken in
January 2002,

Earnings per share were 5.1 pence (2001: loss per share 149 pence).

Our balance sheet has strengthened further with cash balances at the end of May 2002 totalling £1.6
milicn (2001: £0.8 mition), We are highly cash generative with some £1.8 million produced from
operating activities in the year under review.

in view of the adverse balance on profit and loss account resulting from prior year losses, the Directors
are not able to propose to pay z final dividend for the year ended 31 May 2002, but plan to return to
paying dividends (or atternative means of distribution) at the earliest opportunity.

Strategy

We have developed a dlear set of brand values that accentuate our expertise in tea and coffee and
related products, Our business will remain focussed around these core values and we expect to continue
our growth by attracting more customers and increasing the average transacticn value.

Whilst the UK retail market remains our core market, our brand is well regarded across the UK and
overseas, There is therefore an opportunity to open further shops in the UK, as well as continuing to
build sales through other channels, inciuding wholesale, mail order, internet and overseas.

e C@é\



CH!EF EXECUTIVE'S STATEMENT (CONTINUED)

!

Our focus over the last 12 months has been to strengthen the commercial focus and processes,
leading to higher margin and tighter control. Whilst continuing with these initiatives, we are currently
focussing on accelerating our sales growth, and are pleased with progress so far, as evidenced by our
current performance.

Our cashflow from this success will thus enable us to further expand geographically, but only where the
returns meet our stringent expectations.

UK Retail

We currently operate |00 retail shops in the UK in a variety of formats, namely High Streets, Malls and
Qutlet Centres, Some are situated in areas of high tourist footfall (such as Heathrow terminals 2 & 3),
and others where local regular customers account for the majority of the business.

During the year under review we closed four sites and opened two. Lease disposals have been concluded
in all the closures and bath new shops are performing in line with our expectations. We have profiled
the customer attributes in the locations of our successful shops and matched this to potential locations
that would support further shops. We expect to open a small number of additiona! shops during this
current year after taking encouragement from the performance of those recently opened and referred
to above.

Four model shops have been established from the existing portfolio, and a number of inftiatives are
being evaluated before rolling out the most successful elements to other shops.The results to date have
been encouraging

Overseas

We enjoy successful business in Japan where we have a presence in 60 departrment stores and 40
independent retallers. Our brand is firmly established and in the majority of outlets the section devoted
10 our products is strongly branded. We carry no overhead, other than training and merchandising
support, whilst retaining control over the look and image, We have seen growth in both sales and gross
margin during the year under review, and expect this trend to continue.

in Taiwan we supply a chain of prestige tea rooms (The Rose House) as well as Mitsukoshi Department
stores. We are seeking further market penetration in this part of Asia.

The USA s an nteresting market for us where our brand is highly valued. We currently have a small but
growing business and we are exploring ways to accelerate this growth through a wholesale relationship
with department store groups.

Wholesale

We currently supply Tesco and Sainsburys with certain key lines, this business having grown modestly
during the year:We have developed a combination gift range in conjunction with ancther national retailer
for Christmas, which will not only boost growth through our whelesale chanrel but also further build
our brand on the High Street.

Mail order & Internet

Following significant losses previously reported, we took action to reduce significantly the cost base and
then tock further action in January 2002 to focus our offer exclusively on tea and coffee, being core to
our brand and where repeat orders from regular customers were identified as being most relevant

| am pleased to report that this strategy has paid off with sales and gross margin in line with our
expectation and z positive contribution now being generated. Low cost in-store marketing activities are
planned to improve future sales and gross margins through this sales channel,

Product

Qur product focus is premium quality Whittard brand tea and coffee, supported by complementary and
related products. Accordingly, ceramics and equipment feature in most of our stores. Gifting is an
important part of our profile and our product range reflects this, particularly at Easter and Christmas.




CHIEF EXECUTIVE'S STATEMENT (CONTINUED)

Ongoing product development has coniributed to our sales growth and will continue 1o do so, whilst
opportunities have also been dentified to fill iIn gaps within our total in-store product offering. Premium
chocolate is one such area where we have achieved proven success during recent trials. Chocolate is a
logical extension 1o our tea and coffee offer, being complementary to our core offer.

Product sourcing has been a focus of our atiention, our aim being to work closely with our chosen
partners to ensure the best guality and reliability at the appropriate cost These developing relationships
have contributed to our rising margin as well as maldng our supply chain more flexdble and resporsive,
We are working io ensure that this process continues to yield further margin and efficiency benefits.

Process

Recert investmert in updated point of sale software will improve ocur MIS systems and lead to
productivity enhancements, A recent restructuring within our buying and merchandising department will
improve our ability to supply shops more frequently and in a2 more flexible and tailored manner:This will
lead to improved stock turn and higher sales, as we profile shops more closely to meet local demand,
within the overall brand values.

Our People

We have a great team of people who work with dedication ard passion to ensure the continuing
deveiopment of our brand and of customer service. | would like to acknowledge their comtribution and
thank them for making these results possible.

Qutlook

‘We are making significant progress in all areas of the busmess. Our brand is well respected both in the
UK and overseas, giving us a significant opportunity to achieve further growth. Our turnaround to profit
has been rapid and both sales and margins are growing,

| am greatly encouraged by current trading This, together with the many initiatives currently underway,
gives me much encouragement - not just for the current year, but for the years ahead.

Richard Rose
Chief Executive

o ﬁ@@é‘



FIVE YEAR REVIEW

Turnover

Number of shops

Gross margin {net of
retail employee, property
and allied costs)

Operating prodit/(loss)

Profit/{loss) before tax

Shareholders’ funds — equity

Return on capital employed

Earnings/(loss) per share-basic

2002
£/000

35,226

100

12.6%

1,251

1,129

6,350

19.6%

5.1p

2001
£000

34,503

102

7.1%

(2.960)

(2976)

5,046

(54.8%)

(149p

2000
£000

33173

69%

(216)

(257)

7051

{2.8%)

@7p

1999
£000

35733

ji8

9.2%

[

5601

2.0%

©6)p

1998
£000

32,456

L6

15.9%

2758

2814

5,887

46.2%

11.0p



REPORT OF THE DIRECTORS

The Directors present ther annual report and the audited financial statements for the year ended 3t
May 2002, which inciude the results of trading for the 52 weeks ended 26 May 2002 (2001: 52 weeks
ended 27 May 200!).

PRINCIPAE ACTIVITIES AND BUSINESS REVIEW

The Group is principally engaged in the sourcing, wholesale and retail sales of tes, coffee and associated
products. The Chairman’s and Chief Executive’s Staternents on pages 2 1o 5 refer to current operations
and future developments. The Group's results are shown in the profit and loss account on page 16,

RESULTS AND DIVIDENDS

The profit for the year before taxation was £1,129,000 (2001 loss £2,576,000). After taxation, the profit
amounted to £1,106,000 (2001: loss £3,054,000). In view of the adverse balance on profit and loss
account resufting from prior year losses, the Directors are not able to propose to pay a final dividend
for the year ended 31 May 2002, but plan to return to paying dividends (or alternative means of
distribution) at the earliest opportuntty.

DIRECTORS

The Directors of the Company, both during the year and at the date of this report, are listed on page
12. Biographies of current Directors are given on page 1.

Details of Directors' interests in the shares of the Company are given in the Remuneration Report on
page |2

In accordance with the provisions for retirement by rotation under the Articles of Assodiation, Messrs
Hay and Hilton will be proposed for re-election at the forthcoming Annual Generzal Meeting. If not re-
elected, both would be eligible to receive compensation equivalent to six months’ salary.

In addition, Mr Naughton-Rumbo, who was appointed a Director on | December 2001, will also be
proposed for re-election. if not re-elected, he would be eligible to receive compensztion equivalent to
six months’ salary

SHARE OPTION SCHEMES

In additton to the 1990 Approved Executive Option scherme, under which no new grants can be made,
the Company operates four Executive Share Option schemes, one approved by the inland Reverue and
three unapproved, as set out below. Details of outstanding options and options granted during the year
are set out in note 18 to the financial staternents.

Unapproved scheme adopted 17 June 1996

This scheme allows the Company to grant options over unissued shares, subject to the constraint noted
below. Options granted are rormally eligible for exercise between one week {or such other period as
the Directors may determine) and the second anniversary of the date of grant.

Options granted under this scheme, when combined with options exercised andfor exercisable under
this and the other schemes, induding the savings related scheme, should not exceed 10% of the
Company's issued share capital in a rolling ten year period.

Approved and unapproved schemes adopted 2| December 1998

These schemes allow the Company to grant options over existing shares, rather than issuing new shares.
The grants are normally eligible for exercise between the third and tenth anniversaries of the date of grant.

To facilitate the operation of the 1998 schemes, the Company has set up an Employee Share Ownership
Trust This Trust is administered in Guernsey and is authorised to purchase shares through an account
guzranteed by the Company. As at 31 May 2002, the Trust held 410,000 sharas at an average purchase
price of 60.8p per share, of which 223,800 were under option.




REPORT OF THE DIRECTORS {(CONTINUED)

r
i

Unappraved scheme adopted |7 Geeober 2001

This scheme allows the Company to grant options over unissued shares, subject to a maximum of 10% of
the Company's issued share capital and to a maximum of 10% of the issued share capital in respect of options
exercised and/or exercisable under the scheme within a rolling ten year period. Options are normally eligible
for exerdise after the third anniversary and before the tenth anniversary of the date of grant.

Approved employee (savings related) share option scheme adopted 17 june 1996

In addition to the above-mentioned schemes, the Company operates a savings related scheme for
employees over unissued shares. On 4 March 2002 a further option grant was made under this scheme
over 392,610 Ordirary shares of the Company at an option price of 33.52p per share, with 261,289 such
share options relating to three year savings cortracts and 131,321 relating to five year savings contracts.

SUBSTANTIAL SHAREHOLDINGS
As at | Septernber 2002, being not more than one month before the date of the notice of the Annual

General Meeting, the following substantial imerests (3% or more) in the Company's share capital, other
than Directors holdings shown on page 12, had been notified to the Company:

Ordinary Holding
Shareholder shares %
Unicorn Asset. Management Limited 3,350,000 1501
Gartrnore Investment Management plc 2,844,789 1275
HTNM LLC {Rollinger Telegraph Group) 2270664 10.18
Westpool Investment Trust Plc 962,000 4.31

EMPLOYEE INVOLVEMENT AND EMPLOYMENT POLICIES

Considerable value is placed on the involvernent of employees in the operation and development of the
business. A strong communications programme corntinues with emphasis on employee involvement
using beth oral and written media. Regular briefings and staff meetings ensure two-way communications.
It is the Group's policy to employ the most suitably qualified people, regardless of age, colour, disablement,
marital status, race, religion or sex. Emplayees are encouraged to develop their skills and careers wherever
possible in accordance with their persona! abilities and the business development plans of the Group.

CHARITABLE AND POLITICAL CONTRIBUTIONS

Charitable donations of £1,305 were made in the year (2001: £2,092). There were no donations to
poiitical parties (2001: £nil),

SUPPLIER PAYMENT POLICY

it is the policy of the Company to negotiate payment terms and conditions for business transactions with
suppliers, and to make payment in accordance with these terms.There were 57 creditor days cutstanding
at the year end.




REPORT OF THE DIRECTORS (CONTINUED)

SHARE CAPITAL — ANNUAL GENERAL MEETING

In addition to ordinary business, there are three other resolutions being proposed at the forthcoming
Annual General Meeting. These resolutions seek to renew authorities proposed and granted last year
specifically;

* To renew the Directors’ authority to issue new shares up to a2 nominal aggregate value of
£184290.70 represerting 25.48% of the Company's issued share capital at || Septernber 2002.The
autherity will lapse at the 2003 Annual General Meeting (or |5 months after the 2002 Anrual
General Meeting, if earlier). The Directors have no present imtertion of exercising this authority other
than as may be required in connection with the Company's share option schemes.

*  To renew the Directors’ authority to issue new shares for cash without first offering them to existing
shareholders in proportion to their existing sharehaldings in connection with offers by way of rights
which do not strictly accord with the statutory regime and otherwise up to 1,115,700 ordinary
shares, having an aggregate neminal value of £55,785, and representing approximately 5% of the
Company's issued share capital at 1} September 2002,

+  To renew the Directors authority to purchase ordinary shares in the market, but increasing this to
3,345,000 ordinary shares representing approximately 14.99% of the current issued share capital of
the Company, at a price not less than the nominal value of the ordinary shares, and not more than
5% above the average middle market quotations for the 5 business days before purchase. The
Directors have no present intertion of making such purchases, but are seeking to gain this authority
so as to be able to act at short notice if circumstances require.

Details of shares issued during the year are contained in note |8 to the financial statements.

AUDITORS

In accordance with Section 384 of the Companies Act 1985, a resolution for the reappointment of BDO
Stoy Hayward {who were appointed by the Directors to fill a vacancy on 23 January 2002) as auditors
to the Company is to be proposed at the forthcoming Annual General Meeting.

By Order of the Board
M C G Amos
Secretary

Il September 2002



CORPORATE GOVERNANCE STATEMENT

The Board of Directors is accountable to the Company's shareholders for good corporate governance
and this statement describes how the principles of the Combined Code have been applied.

COMPLIANCE WITH THE COMBINED CODE
There is commitment to high standards of corporate governance throughout the Group.

The Company considers that it has complied with the provisions set out in Section | of the Combined
Code throughout the reporting period, except that the non-executive Directors have not been
appointed for specific terms, aithough this matter is under review.

THE WORKINGS OF THE BOARD AND ITS COMMITTEES

Board composition and activities

During much of the year, the Board consisted of four executive and five non-executive Directors, but this
has now reduced to four executive and three non-executive Directors. It met formally seven times and
the executive Directors meet regularly to monitor and guide performance. Reports are sent 1o
shareholders every half year

At its regular meetings, the Board reviews trading performance, ensures adequate funding is available, sets
and monitors strategy and considers both internal and external growth. To enable the Board to function
effectively and for Directors to discharge their responsibilities, full and timely access is given to all relevant
information. In the case of Board Meetings, this consists of a comprehensive set of papers, including
regular business progress reports and discussion documents regarding specific matters,

The Board has a schedule of matters reserved to it for decsion This includes material capital
commitments, commencing or settling major litigation and business acquisitions and disposals.

All the non-executive Directors are regarded as independent of managerent, although they all represent
or have significart shareholdings. Mr Hobhouse is regarded as the senicr independent Director.

Independent professional advice

Agreed procedures for Directors to take independent professional advice in the furtherance of their
duties and at the Company's expense, have been established. This is in addition to the access which every
Director has to the Company Secretary, who is charged by the Board with ensuring that Board
procedures are followed.

Training

It is the Company's policy to provide relevant training where necessary to new Directors to enable them
to fulfil their duties. in view of the experience and/or previous training of Messrs Rose and Naughton-
Rumbo, it is felt that they require no further specific training in the duties and responsibilities of a listed
company director

Re-election

All Directors are subject to re-election by shareholders at the first cpportunity after their appointment
and to re-election thereafter at intervals of no more than three years.

Board Committees

The Board has establshed Audit and Remuneration Committees, comprising all the non-executive
Directors and both Committees have written terms of reference. The Audit Committee meets at least
once a year and is responsible for reviewing the accounting procedures and controls prior to the
publication of the Company's finandial statements, it alsa acts as a communications route for the auditors
and sets their remuneration.

In view of the importance cf the matter and the size of the Board, the responsibility for proposing and
considering candidates for appointment to the Board is retained by the Board.




CORPORATE GOVERNANCE STATEMENT (CONTINUED)

GOING CONCERN

Based on current financial projections and facilities availabie, the Directors are satisfied that the Group
has sufficient resources to continue in operation for the foresesable future. Accordingly, they continue to
adopt the going concern bass in preparing the financial statements.

INTERNAL CONTROL

The Directors are responsible for the Company’s system of internal financial control and for reviewing
its effectiveness. However, such a system is designed to manage rather than eliminate the risk of failure
to achieve business objectives, and can provide only reasonable and not absolute assurance against
material misstatement or loss.

Among the procedures designed to maintain an appropriate system of internal financial control are the
following ~

* The executive Directors and senior management play a significant role in the day to day operation
" of the business with financial results reviewed on a weekly basis, Managernent accounts are produced
monthly, giving detailed analysis of variance from plan, and variances are followed up vigorousty:

*  Astrong emphasis is placed on the quality of siaff inclucing management training and development:
* An organisational structure is maintained with clearly defined levels of authority and division of

responsibilities:
*  The Audit Committee meets with the external auditors 1o review specific accounting, reporting and
internal control matters.

The Board and the Audit Committee review the need for an internal audit function on an annual basis
and do not consider this 1o be necessary at this stage in the Company's development

The Combined Cede has also introduced a requirement that the Directors review the effectiveness of
the Cornpany’s internal controls. This extended the previous requirernent in respect of internal fimanciat
cortrols to include financizl, operational, compliance and risk management.

Subject to periodic formal review by the Board, the executive Directors and senior management are
responsible for the determination and operation of internal control within the Company and the
identification and evaluation of key risks applicable to their areas. The risks identified cover areas such as
control breakdowns, disruption in information systems, competition, natural catastrophes and regulatory
requirernents,

in addtion, risks are appraised through the annual process of preparing business pians and budgets, as
well as reviewing capital expenditure proposals.

The Company has control procedures in place 1o safeguard assets, including regular physical controls and
segregation of duties, all subject to management review.

RELATIONS WITH SHAREHOLDERS

The Company sends the full report and accounts and notice of the Annual General Meeting t© all
shareholders at least 20 working days befcre the Meeting and copies are avallable on request to other
parties who have an interest in the Company’s performance.

There is regular dialogue with individual insttutional shareholders and analysts as well as general
presentations after the announcement of the interim and preliminary rescits, All shareholders have the
opporunity to put questions at the Companry's Annual General Meeting and, where possible, all Directors
attend. The Chairman also indicates the level of proxy voting on each resolution at the Mesting,




REMUNERATION REPORT

COMPUANCE

The Remuneration Commitiee currently comprises Messrs Gyle-Thompson {(who chairs the
Committee), Hobhouse and Drayton, with any two non-executive Directors making a quorum.

The Committee is responsidle for the determination of the emoluments of executive Directors, including
salary and benefits, pension contributions, share options and their inclusion in bonus and/or profit sharing
schemes. The Chief Executive is consufted about the salaries of the executive Directors, but not his own.
Each such executive Director abstains frorn any discussion or voting at fufl Board meetings on
Remuneration Committee recommendations where the recommendations have a direct bearing on his
own remuneration package. The details of each executive Director’s individual package are fixed by the
Committee in line with the policy adopted by the full Board. The Report of the Independent Auditors
on the financial staternents set out on page 15 confirms that the scope of that report covers the
disclosures contained in this report that are specified for audit by the UK Listing Authortty.

POLICY ON REMUNERATION OF EXECUTIVE DIRECTORS

The Remuneration Committes aims to ensure that the remuneration packages of the executive
Directors will attract, retain and motivate executive Directors of the quality required and will encourage
and reward superior performance in a manner which is consistent with the interests of shareholders.

The Committee sets the employment terms and remuneration of the executive Directors so that they
are aligned with the performance of the Company, with the individual’s contribution to that
performance, and 1o be competitive with similar positions in comparable companies in the retail sector.

in framing its remuneration policy, the Comymnittee has given full consideration 1o the matters set out in
the Combined Cade.

The remuneration package for each executive Director comprises:

* A basic salary which is reviewed annually by the Committes;

+  Other benzfits, mainly comprising a fully expensed company car, private health insurance and
contributions to personal pension schemes;

* A bonus scheme, which is based on an increase in profit before taxation and requires 2 meaningfl
improvement to be achieved before any bonus is earned,

+ Share options granted under the rules of the Company's Share Option Schemnes.

DIRECTORS’ SHARE INTERESTS

The Directors who held office during the year, and their holdings of ordinary shares of 5p each in the
Company at the beginning {or date of appointment if later) and the end of the year, were as follows:

2002 2001
W A Hobhouse 4,052,150 5177150
D C G Gyle-Thompson 2,129,910 3254910
R S Rose (appointed 28 August 2001) 835,782 328282
| 2 G Hilton 66,298 66,298
M H Naughton-Rumbo (appointed | December 2001) 10,000 -
B AW Hay 2,000 2,000
H C Drayion - -
R H Knight (resigned 27 August 2001) - 3,000
5 Novick (appointed |3 March 2001, resigred 22 February 2002) - -

D | KTurnbull (resigned 22 February 2002) - -

Apart from 2,079,910 shares of Mr Gyle-Thompson, 1,797,384 shares of Mr. Hobhouse and 85,000
shares of Mr Rose, all shares are held benefically

As at || September 2002, being not more than one month before the date of the notice of the
Annual General Meeting, the only change 1o the shareholdings shown above was that Mr Rose
purchased 3,190 shares.




REMUNERATION REPORT (CONTINUED)

DIRECTORS’ INTERESTS IN SHARE OPTIONS

The following table sets out information relating to outstanding options as at 31 May 2002 granted to
current Directors under the Executive Share Option schemes, further details of which are given in
note 18:

At1 June Granted  Exercised  Lapsed At 31 May  Exercise Exercise

2001 during during  during 2002 price peried or

the year the year the year date of Japse

RS Rose - 160,000 - - 106,000 50p 10/04-10/11
- 1,250,000 - - 1,250,000 &0p (0/04-10/11

M H Naughton-Rumbo - 400,000 - - 400,000 27p 01/05-01/12
B RW Hay 16,500 - - - 16,560 181.5p 06/00-06/04
200,000 - - - 200,000 25p 03/01-02/C3

- 200000 - - 200,000 304p 10/C4-10/11

70,600 - - 70000 - &2p 16/0%/01

150,000 - ~ 15G,000 - 765p 14/02/02

J P G Hilton 50,000 - - - 50,000 60p 02/02-G2/09
20,000 - - 20000 - 62p 1 6/0%/0!

20000 - - 20000 - 769p 402402

in addition, Mr Hay has options over 2834| shares under the Company’s SAYE scheme at an exercise
price of 33.52p per share, maturing on | May 2005.

On 25 January 2002, Richard Knight (& former Director) exercised an option over 200,000 shares at
25p per share, the reraining 350,600 share options held by him having lapsed cn the cessation of his
employment. 200,000 of those optfons had been granted at 62p and 150,000 at 76.9p.

Mr Hobhouse had an option over 200,000 shares at an option price of 769p which lapsed on 14
February 2002.

The mid market price of the Company’s shares at 31 May 2002 was 73.5p. The highest and lowest
market values during the year were 85.5p and 24p respectively

As at || September 2002, being not more than one monith before the notice of the Annual General
Meeting, there had been no changes o the options shown above.

DIRECTORS’ SERVICE CONTRACTS AND EMOLUMENTS

Service contracts are in place for each executive Director which are subject to termination on six
months' notice, on either side, increasing to two years given by the Company on change of control of
the Company for Messrs Hay and Hiton. In the case of Messrs Rose and Naughton-Rumbo, notice to
be given by the Company increases to one year on change of control of the Comparny:

The remuneration of non-executive Directors is determined by the executive Directors, and they are
not eligible for bonus or share options. They have not been appointed for specific terms, but this

matter s under review.

Details of the emoiuments of individual Directors are given in note 5 to the financiat statements.




STATEMENT OF DIRECTORS® RESPONSIBILITIES

United Kingdom company law requires the Directors to prepare financial statements for each financial
period which give a true and fair view of the state of affairs of the Company and of the Group &t the
end of the period, and of the profit and loss of the Group for that period. In preparing those financial
staterents the Directors are required to!

-

select suitable accounting policies and then apply them consistently;
make judgements and estimates that are reasonable and prudent;

state whether applicable accounting standards have been followed, subject to any material
departures disclosed and explained in the accounts;

prepare the financial staternents on the going concern basis unless it is ‘nappropriate to assume
that the Company will continue in business.

The Directors are responsible for keeping proper accourting records which disciose with reasonable
accuracy at any time the financial position of the Company and to enable them to ensure that the
financial statements comply with the Companies Act 1985, They are also responsible for safeguarding
the assets of the Company and hence for taking reasonable steps for the prevention and detection of
fraud or other irregularities.




REPORT OF THE INDEPENDENT AUDITORS

Independent Auditors’ Report to the shareholders of Whittard of Chelsea Plc

We have audited the financial statements of Whittard of Chelsea Plc for the year ended 31 May 2002
which comprise the Profit and Loss Account, the Balance Sheets, the Cashflow Staternent and the
refated notes. These financizl statements have been prepared under the accounting policies set out
therein.

Respective responsibilities of directors and auditors

The Directors’ responsibilities for preparing the Annual Report and the financiat saterents in
accordance with applicable faw and United Kingdom Accounting Standards are set out in the
Statement of Directors Responsibilities.

Our responsibility is to audit the financial statements in accordance with relevant legal and regulatory
requirements, United Kingdom Auditing Standards and the Listing Rules of the Financral Services
Authority,

We report to you our opinicn as to whether the financial statements give a true and fair view and are
properly prepared in accordance with the Companies Act 1985, We also report to you if. in our
opinian, the Directars’ Repart is not consistent with the financizl statements, if the Company has not
kept proper accounting records, if we have not received all the information and explanations we
require for our audit, or if information specified by law or the Listing Rules regarding Directors’
remuneration and transactions with the Company and ather members of the Group is not disclosed.

We review whether the statements on Corporate Governance included within the Directors’ Report
reflect the Group's compliance with the seven provisicns of the Combined Code specified for our
review by the Listing Rutes, and we report if t does not. We are not required to consider whether the
board's statements on internal control cover all nsks and controls or form an opinion on the
effectiveress of the Group's corporate governance procedures or s risk and control procedures.

We read the other information contained in the Annual Report, and consider whether it is consistent
with the audited financial statements. This other information comprises enly the Directors' Report, the
Chairrman's Statement, the Chief Executive’s Statement, the Corporate Governance Statement and the
Rermuneration Report We consider the implications for our report if we become aware of any
apparent misstatements or matenal inconsistencies with the financial statements. Our responsibilities
do not extend to any other information.

Basis of audit opinton

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

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

Opinion

In our opinion the financal statements give a true and fair view of the state of the Group's and the
Company’s affairs as at 31 May 2002 and of the Group's profit for the year then ended and have been
properly prepared in accordance with the Companies Act [985.

BDO Stoy Hayward %90 8)'0?‘ W
Chartered Accountants and / )

Registered Auditors
I September 2002




CONSOLIDATED PROFIT AND LOSS ACCOUNT

For the year ended 31 May 2002

2002 2001

Notes £000 £'000

TURNOVER | 35,226 34,503
Cost of Sales 2 (30,7700 (32,043)
GROSS PROFIT 4,456 2460
Distribution costs (823) (2915)
Administration expenses {2,382) (2.505)
OPERATING PROFIT/(LOSS) 3 1,251 (2.960)
Interest payable and sirnilar charges & (161} (63)
Interest receivable 7 39 &7

PROFIT/(LOSS) ON ORDINARY ACTIVITIES

BEFORE TAXATION 1,129 {2978)
Tax on profit/(loss) on ordinary activities 8 (23) (78)
RETAINED PROFIT / (LOSS) FOR THE YEAR {9 1,106 (3.054)
EARNINGS PER SHARE - BASIC 9 5.1p (149p)*
- DILUTED 9 5.1p (149p)*

The profit and ioss account contains alf gains and losses recognised in the current year and preceding year
and all amounts relate to continuing operations.

*These figures are restated to exclude shares held by the employee share ownership trust

The notes on pages 2| to 29 form part of these financial staternents.




BALANCE SHEETS

As at 31 May 2002

Group Company
2002 2001 2002 2001
Notes £000 £'000 £000 £000
FIXED ASSETS
Tangible assets 10 3,463 3964 3,463 3964
Investment in own shares i 249 247 249 242
3,712 4,206 3,712 4206
CURRENT ASSETS
Stocks {2 3,232 3,503 3,232 3503
Debtors 13 2,156 1538 2,174 1556
Cash at bank and in hand 1,574 847 1,574 847
6,962 5,888 6,980 5906
CREDITORS: amounts faling
due within one year 15 (4,319} (4,693) (4,257} (4,631)
NET CURRENT ASSETS 2,643 [,195 2,723 1,275
TOTAL ASSETS
LESS CURRENT LIABILITIES 6,355 5401 6,435 5481
CREDITORS: amounts faling
due after more than one year ié (5) (355) {5} (355)
NET ASSETS 6,350 5046 6,430 5126
CAPITAL AND RESERVES
Called up share capital 18 1,116 1,084 1,116 t,084
Share premium account 19 5414 5,248 5414 57248
Profit and loss account 19 {18%) (1,286) (100) (1.2006)
SHAREHOLDERS'
FUNDS-EQUITY 6,350 5046 6,430 5,126

Approved by the Board on 11 September 2002 and signed on its behalf by:

R ).

W A Hobhouse M H Naughton-Rumbo
Chairman Finance Director

The notes on pages 2| to 29 form part of these financial staterents.




NET CASH INFLOW/(OUTFLOW)
FROM OPERATING ACTIVITIES

RETURNS ON INVESTMENTS AND
SERVICING OF FINANCE

Interest received
interest paid

NET CASH (OUTFLOW) FROM
INVESTMENTS AND SERVICING OF FINANCE

TAXATION
CAPITAL EXPENDITURE
Proceeds from disposal

Payments to acquire investrnents
Payments to acquire tangible fixed assets

NET CASH INFLOW/(QUTFLOW) BEFORE USE OF

LIQUID RESOURCES AND FINANCING
MANAGEMENT OF LIQUID RESOURCES
Cash removed from/(placed upon) deposit
FINANCING

Capital element of hire purchase payments
Issue of share capital

ESCT borrowings

NET CASH (QUTFLOW) FROM FINANCING

INCREASE IN CASH FOR THE YEAR

The notes on pages 2| to 29 form part of these financial statemments.

CONSOLIDATED CASH FLOW STATEMENT

For the year ended 31 May 2002

Notes

24

2002 2001
£000 £000
1,772 (895)
39 67
(161) (83)
(122) (16)
64 (274)
16 -
(7) (242)
(769) (1.498)
954 (2925)
500 3070
(304) (296)
50 -
27 266
(227) (30)
1,227 15




ACCOUNTING POLICIES

For the year ended 31 May 2002

Accounting Convention

The financial statements are prepared under the historical cost convention and in accordance with
applicable accounting standards. No profit and loss account is presented for the Company as
permitted by Section 230(3) of the Companies Act 1985.

The Group has adopted FRS18 ("Accounting Policies™) and FR519 ("Deferred Tax"} during the period.
Implementation has had no material effect on results previously reported and has not led to any prior

year adjustments.

Accounting Reference Date

The accounting reference date of the Group is 31 May The current year's resuits are for the 52 week
period ended 26 May 2002 (2001: 52 weeks to 27 May 2001).

Basis of Consolidation

The Group accounts include those of the Company and all of its subsidiaries. Al intercompany
balances and transactions are eliminated fully on consolidation.

Turnover

Turnover represents the invoiced amourt of goods sold and services provided stated net of value
added tax.

Depreciation

Deprecation is provided on all tangible fixed assets on 2 straight-line balance basis at rates calculated
to write off the cost of each asset over its expected useful life as follows:

Office and computer equipment 25%
Plant and equipment 1 5%
Shep fittings 15%

Depreciation i provided on leasehold property to write off the cost over the life of the lease,
Stocks

Stocks are stated at the lower of cost (being purchase price including transport and handling costs)
and net realisable value. Net realisable value means estimated selling price less further costs expected
to be incurred to completion and disposal.

Deferred Taxation

Deferred taxation is accourted for on an undiscounted basis at expected tax rates on all differences
arising from the inclusion of items of income and expenditure in taxation computations in periods
different from those in which they are included in the financial statements. A deferved tax asset is only
recognised when it is more likely than not that the asset will be recoverable in the foreseeable future
out of suitable taxable profits from which the underlying timing differences can be deducted.

Leasing Confracts

Assets acquired under hire purchase contracts are included in tangible fixed assets and depreciated
over their useful lives. The capital elements of future obligations under hire purchase contracts are
included as liabilities in the balance sheet The interest elements of the obligations are charged in the

profit and loss account over the period of the contract on a straight tine basis.

Payments made under operating leases are charged to the profit and loss account as incurred.

=



ACCOUNTING POLICIES

(CONTINUED)

For the year ended 31 May 2002

Foreign Currency

Transactions denominated in foreign currencies are transiated into sterling at the rate of exchange
ruling at the date of the transaction. Exchange differences arising in the ordinary course of business are
included in the operating profit Assets and liabilities denominated in foreign currencies are translated
into sterling at the exchange rates ruling at the balance sheet date.

Rent Free Periods and Landlord Contributions

The benefit arising from rent free periods and landlord contributions is spread on a straight fine basis
over the period to the first rent review.

Pension Costs

The Company pays into personal pension schemes of selected staff. This is charged to the profit and
loss account in the year in which payments become due.

Liquid Resources

A liquid resource s a readily available source of cash held with a bank which has a maturity period of
more than twenty four hours.

Financial instruments

Short term debtors or creditors are not treated as financial assets or liabilities for disclosure purposes,
other than for currency disclosures.

The Group does not hold or issue derivative financial instrurnerts for trading purposes.

The principal derivative instruments used by the Group are forward exchange contracts. The Group
does nat enter into speculative derivative contracts. Forward exchange is used for hedging purposes to
minimise the underlying exposure of the Group in accordance with the Group's risk policies,

The costs and benefits arising from the arrangements to mitigate the effect of exchange rate
fluctuations on the results are dealt with in the profit and loss account in the year n which the related
exposure arises,

Transactions denominated in foreign currencies are recorded at the rates entered into on the date of
transaction urless forward contracts have been taken out, in which case the rate specified by the
contract is used.

Employee share ownership trust

The Company is deemed to have conitrol of the assets, liabilities, income and costs of its employee
share ownership trust (ESCT). It has therefore been included in the financial staternents of the Group
and the Company in accordance with UITF |3.

The ordinary shares of the Company held by the ESOT are induded in fixed asset investments and
written down to the option price over the minimum period of service to which the conditions
attached to the shares relate.

The borrowings of the ESOT, which have been guaranteed by the Company, are included in
borrowings with the net financing costs of the ESOT being shown as finance charges in the profit and
loss account.

The shares are treated as cancelled for the purposes of calculating earnings per share.

Share based employee remuneration

Where shares and share options are granted to employees and to the extent that the grant price is
below the share price at the date of grant, a charge is made to the Group profit and loss account and

a reserve created in capital and reserves to record the fair value of the awards in accordance with
UITF Abstract [7 "Employee Share Schernes”.




NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 May 2002

1. TURNOVER AND SEGMENTAL ANALYSIS

The turnover, profit and net assets are attributable to one activity, being sales of tez, coffee and
associated products, which arise predominantly in the United Kingdom.

2002 2001
Turnover Gross Turnover Gross
Profit Profit
£000 £060 £'000 £000
Retall 33,382 3,944 32,751 1,966
Wholesale 1,844 512 {752 494
Total 35,226 4,456 34,503 2,460

2. COST OF SALES

Included within the comparatives for cost of sales are exceptional costs of £1,526,000.This was the
aggregate of the write off of fixed assets relating to the internet business of £581,000 and £545.000
for the write off of the balance of goodwill in BestofBritish.com purchased in July 2000.

3. OPERATING PROFIT/(LOSS)

2002 2001
£00¢ £000
This is stated after charging:
Depreciation of owned fixed assets:
Other 927 {094
Exceptionat - 581
Depreciation of assets held under hire purchase contracts 308 308
Amortisation of goodwill:
Other - 105
Exceptional - 945
Hire of plant and machinery-operating lease 80 68
Hire of cther assets-operating lease 5916 5908
Auditors' remuneration:
Audit services 38 36
Orther services 9 38

4. STAFF COSTS

The average number of persons inciuding Directors employed by the Company during the peried was:

2002 200§
Number Number
Executive Directors 4 5
Administration Staff 21 I3
Sales & warehouse (full and part time) 463 567
438 585

Staff costs including Directors during the year amourted to:
Wages and salaries 6,219 6575
Social security costs 320 440
Other pension costs 30 22

6,569 7037




For the year ended 31 May 2002

5. DIRECTORS’ EMOLUMENTS

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

Salary Fees Pension Compen- Benefits Total Total
Contri- sation 2002 2001
butiens
E000 £000 £000 £7000 E006 E060 £000
Executives
R S Rose 125 - 10 - | 136 -
M H Naughton-Rumbo 48 - 3 - 2 53 -
] P G Hikon 48 - | - 6 55 49
B RW Hay 80 - 7 - 8 95 83
S N S Hil-Norton - - - - - - 29
R H Knight 23 - 5 47 4 79 o7
Non-Executives
W A Hobhouse 10 30 4 - Il 55 |55
D C G Gyle-Thompson - 8 - ~ - 8 95
L Johnson - - - - - - 8
M Graham - - - - - - 8
O Turnbull - 8 - - - 8 e
H Drayten - i0 - - - 10 g
5 Nowvick - 8 - - - 8 2
Total 334 &4 30 47 32 507 555

became non—executive Chairman on 28 August 200!. The comparative figure relates to Mr
Hobhouse's previous role as Chief Executive. The pension contributions are paid into defined

on page |2.

6. INTEREST PAYABLE AND SIMILAR CHARGES

Mr Hobhouse's salary detalled above was paid whilst he held the position of executive Chairman. He

contribution schemes. Further detaids on Directors’ emoluments are given in the Remuneration Report

2002 2001
£000 £000
Bank loans and overdrafts 133 4
Hire purchase interest 28 72
Other interest - 7
161 83

7. INTEREST RECEIVABLE
Money market and bank deposit interest 39 67




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 May 2002

8. TAXATION
2002 2001
£'0600 £000
UK corporation tax on profits for the period 442 -
(Over)/under provision in respect of prior periods (171) (18)
Overseas taxation - 96
Toral current tax 271 78
Deferred Tax
Origination and reversal of timing differences:
- current year 187 -
- relating to prior year {435) -
Total deferred tax (248) _
Tax on profit/(ioss) on crdinary activities 23 78

The tax assessed for the period is lower than the standard rate of corporation tax in the UK (30%).
The differences are explained below:

Proft/(loss) on ordinary activities before tax 1,129 (2976)
Profit/{loss) on ordinary activities mubtiplied by the standard rate of
corperztion tax in the UK of 30% 339 (893)
Effects of:
Expenses not deductible for tax purposes 307 387
Capital allowances for the peried {in axcess of)/less than depreciation (12) 183
(Utilisation)/generation of tax losses (161} 36
Movement in provisions (15) 7
Marginal reliefs (16) -
Adjustments to tax charge in respect of previous periods (171} (18)
Higher tax rates on overseas eamings — 96
271 78

9. EARNINGS PER SHARE

The calculation of the basic earnings per share is based on the profit on ordinary activities after
taxation of £1,106,000 (2001: loss £3,054,000) divided by the weighted average number of ordinary
shares in issue during the year of 24,683,218, exciuding those held by the employee share ownership
trust (2001: 20451,009).

The earnings/loss per share comparative figures have been restated to exciude shares held by the
employee share ownership trust

The nurnber of shares used to calculate divted earnings per share 15 21,872,882 (2001: 20,491,009),
including the effect of dilutive share options totaliing 189,664 (2001 nil). The effect of dilutive share
opticns on the earnings figure used to calculate diluted earnings per share is nil.




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 May 2002

10. TANGIBLE FIXED ASSETS

Group and Company

Short Leasehold Shop  Plant and Office Total
Property Fittings  Equipment  Equipment
£000 £000 £000 £000 £000

Cost
31 May 200! 1,180 6301 544 2,144 10,769
Addttions - 457 86 226 769
Disposals (37) (73) “ - (Li4)
31 May 2002 1,143 7,285 626 2,370 11,424
Depreciaticn
31 May 2001 484 4,749 397 1175 6,805
Charge for year 80 665 50 440 §,235
Disposals (32 (49 3 - %
31 May 2002 532 5,370 444 1,615 7,961

Net Book Value
31 May 2002 611 1,915 182 755 3,463

31 May 2001 696 2,152 147 969 3964

Included within Office Equipment. balances for both Group and Company are assets held under hire
purchase contracts which have a net book value of £359,000 (200%: £668,000).

11. INVESTMENTS IN OWN SHARES

Group and Company 2002 2001
£°000 £000
Investment in own shares 249 242

The Employee Share Ownership Trust (ESOT} was set up under Trust Deed in September 1999, the
trusiees of which are Guinness Flight Trustees. The purpose of the ESOT is to encourage and reward
the Directors and employees of the Company:

All costs relating to the ESOT are recognised in the profit and loss account No dividends have been
paid In respect of the shares held by the ESOT.

As at 31 May 2002 outstanding options had been granted over 223,800 cf the 410,000 shares owned
by the ESOT under the 1998 Approved Executive Scheme and the 1998 Unapproved Executive
Scheme, at exercise prices betwaen 27p and 76.9p per share. No options had been exercised at the
balance sheet date.

The only movement during the year was the purchase by the ESOT of |C,000 shares at £€8.78p per share.

The Group's policy 15 to account for these shares at cost less provision for any permanent diminution
in value. The Directors consider the carrying value of these shares to be fairly stated.

Group undertakings include:

Country of
Subsidiary % owned Activity incorporation
SARL Whittard of Chelsea 100 Dormant France
Whittard and Company Limited 100 Dormant Great Britan
Whittard Trading Cormpany Limited 100 Dormart Great Britain

The BestofBritish.com Limited 100 Dormart Great Britain




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

12. STOCKS

Group and Company

Finished goods

13. DEBTORS

Trade debters

Amounts owed by group undertakings
Orher debtors

Corporation tax

Prepayments and accrued income
Deferred taxation (note |4}

14. DEFERRED TAX ASSET

Group and Company

Accelerated capital allowances
Shart term timing differences

Deferred tax asset

Deferrad tax brought forward

For the year ended 31 May 2002

Deferred tax credit in profit and loss account

Deferred tax asset

2002 2001
£'000 £000
3,232 3502

Group Company
2002 2001 2002 2001
£000 £000 £'000 £000
567 529 567 529
- - 18 18
537 226 537 226
24 88 24 88
780 695 780 695
248 = 248 -
2,156 1538 2,174 1556
234 -
14 -
248 -
243 -
248 -

in the year ended 31 May 200} there was an unprovided deferred tax asset of £451,000 of which
£435,000 {comprising £|60.000 relating to losses, £247,000 relating to capital allowances and £28,000
refating to short term timing differences) has been recognised and £187,000 has been utlised in the

currert year.

Unprovided deferred tax of £16,000 at 31 May 2002 {2001: £16,000) relates to capital losses.

Due to the return to profitability, the Directors believe that the deferred tax asset is now fully

recoverable.

15. CREDITGRS
amounts falling due within one year:

Hire purchase creditor

Trade creditors

Corporztion tax

Other taxation and social security
Other creditors

Accruals and deferred income
ESOT borrowings

Group Company
2002 2001 2002 200!
£'000 £000 £°600 £000
386 340 386 340
2,072 1,803 2,072 1,803
271 - 271 -
206 276 206 242
90 430 28 430
1,000 1577 1,000 1549
294 267 294 267
4,319 4693 4,257 4,631




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 May 2002

16. CREDITORS
amounts falling due after more than one year:

Group and Company
2002 2001
£000 £000
Mire purchase creditor 5 355
17. OBLIGATIONS UNDER HIRE PURCHASE CONTRACTS
Group and Company
Amourtts payable:
Within one year 414 3468
In more than one but not more than two years 6 383
420 751
Less: finance charges allocated to future periods {29) (56}
391 695
18. SHARE CAPITAL
Group and Company
Autherised
28,000,000 Ordinary shares of 5p each 1,400 1,400
Called up share capital
22314,186 (2001: 21,679,729) Ordinary shares of 5p each 1,116 1,084

On 14 August 2007, 434,457 shares were issued in settlement of a debt with a value of £148,000 due
by the Company to a related party HTNM LLC, in respect of an agreement fo take advertising
space. The market value of the shares issued, being at 34p per share, was accrued in the balance sheet
at 31 May 2001, On 30 January 2002, 200,000 shares were issued at 25p per share under the terms
of the 1996 unapproved executive share option scheme,

The Company operates Approved and Unapproved Executive Share Option Schemes. In addition
there is a savings related (SAYE) approved share option scheme for employees. Detalis of options
outstanding are given below:-

Outstanding Grarted Lapsed Exerced  Ouistanding at

at 31 May 2001 nYer n'Ver nYar 37 May 2002

1990 Approved Executive Scheme 24500 - 48000 - 176,500
1998 Approved Exeautive Scheme 225300 35000 56500 - 203800
1996 Unapproved Bxeative Scherne 1,162000 - 762000 200000 200000
1998 Urapproved Bewutive Stherme 20000 - - - 20,000
200% Urapproved Bxecutive Scheme - 2200000 - - 2,200,000
SAYE Approved Scherne 196616 392610 156231 - 432995

1828416 2627610 1022731 200000 3,233,295

On |7 October 2001, optians over 1,250,000 shares were granted at 60p per share under the 200§
Urapproved Executive scheme, together with 100,000 at 50p and 400,000 at 304p. Al are exarcisable
by 16 October 201 | A further 450,000 were granted under that scheme on 25 January 2002 at 27p,
exercisable by 24 january 2012, On 25 January 2002, options over 35,000 shares were granted at 27p
under the 1998 Approved Executive scheme, exercisable by 24 January 2012, On 4 March 2002
options over 392,610 snares were granted under the SAYE scheme at 33.52p per share, Of those,
261,289 are normally exercisable after three years and 131,321 after 5 years.




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 May 2002

19. MOVEMENTS ON RESERVES

Share Profit
Group Premium and Loss
Account Account Total
£000 £000 £000
At 31 May 2001 5,248 (1,286} 3962
Retained profit for the year - 1,106 1106
New share capital subscribed 166 - 166
At 31 May 2002 5,414 (180) 5,234
Company
At 31 May 2001 5248 (1.2086) 4042
Retained profit for the year - 1,106 1,106
New share capital subscribed i 66 - i 66
At 31 May 2002 5,414 (100) 5,314

Whittard of Chelsea Plc profit and loss account

In accordance with section 230 of the Companies Act, the Company has not presented its own profit
and loss account. The Company's profit for the financial year was £1,106,000 (2001 loss £2,982,000).

20. RECONCILIATION OF MOVEMENTS IN SHAREHOLDERY FUNDS

Group Company
2002 2001 2002 2001
£'000 £000 £/600 £000
Profit/(loss) for the year 1,106 (3,054 1,106 (2.982)
New share capital subscribed
less expenses of issue 198 1,050 198 £050
1,304 (2.004) 1,304 (1.932)
Opening shareholders’ funds 3,046 7050 5,126 7058
Closing shareholders’ funds 6,350 5046 6,430 5126
21. CAPITAL COMMITMENTS
Group and Company
Expenditure contracted but not provided in the financial statemerts 360 -

22, OPERATING LEASES AND EQUIPMENT HIRE AGREEMENTS

As at 31 May 2002, the Group and Company had annual commitments under non-cancellable
operating leases as set out below:

20602 2001
£'000 £'600 £000 £000
Land and Other Land and Cther
Buildings Buildings
Less than one year 319 33 79 12
2105 years 351 24 484 6l
More than 5 years 5,426 - 5440 —

6,096 57 6003 73




NOTES TGO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 May 2002

23. RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET (DEBT)/FUNDS

2002 2001
£'000 £000
Increasef{decrease) in cash in the year 1,227 15
Capital element of hire purchase repayments 394 296
ESCT borrowings 27) (266)
Cash (outfiow)/inflow from fiquid resources {(500) (3.670)
Increase/(decrease) in net funds in the year 1,004 (2525
Net funds at | June 2001 (115) 2,310
NET FUNDS/(DEBT) AS AT 31 MAY 2002 889 (15

24. RECONCILIATION OF OPERATING PROFET/{LOSS) TO NET CASH
INFLOW/{OUTFLOW) FROM OPERATING ACTIVITIES

Operating profit/(loss) 1,251 (2980)
Depreciation and amortisation charge 1,235 3033
Loss on disposal of fixed assets 19 122
Decrease/(increase) in stacks 271 478)
Increase in debtors (434) (95)
Decrease in creditors (570) {517
NET CASH INFLOW/(OUTFLOW)

FROM OPERATING ACTIVITIES 1,772 (895)

23. ANALYSIS OF NET FUNDS/(DEBT)

At | June 2001 Cash flow At 31
May 2002
£000 £000 £000
Cash at bank and in hand 347 1,227 1,574
Money market deposit 500 (500 -
ESOT borrowings (267) N (294)
Hire purchase contracts (695) 304 (391}
Total net funds/(debb) (115} 1,004 889

26. MAJOR NON CASH TRANSACTION

During the year the Company issued shares with a market value of £148,000 to defray z liability on
advertising placed with & related company as set out in note 29.

27. FINANCIAL INSTRUMENTS

Currency risk

The Directors consider that foreign currency fluctuation is one of the mair: risks affecting the
Company. The major currency risk relates to stock purchased from the Far East in US Dollars. The
Cormpany therefore enters into Forward Exchange contracts for US Dollars to cover committed stock
intake from the Far East

Exchange contracts at the period end amounted to £344,000 ($500,000) (20C1: £772,000 -
$1,100,000). Other non-sterfing stock purchases are not considered to be a material risk

Interest rate and currency profile of financial instruments at year end
The disclosures set out below exclude short-term debtors and creditors as permitted under FRSI3,

Fixed rate Fixed rate Floating rate  Floating rate
2002 2004 2662 2061
Financial Liabilities £000 £'000 £000 £000

Sterling 391 694 - 593




NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 May 2002

27. FINANCIAL INSTRUMENTS (CONTINUED)

The fixed rate liability consists of a Hire Purchase contract, £386,000 of which is due within one year
and the balance within the next two years. Al floating rate financiel liabilites mature on demand.

interest rate risk

The floating rate borrowings bear interest at rates based on HSBC bank base rate plus 1.25% and are
repayable on demand. The weighted average fixed interest rate of the Hire Purchase contract at the
year end was 8%.

Financial Assets
As at 31 May 2002, fixed rate financial assets were £nil (2001: £500,000 - comprising amounts
deposited on the money market at a fixed rate of 5.19%).

As at 31 May 2002 the remaining financial assets comprised sterling cash balances which did not
attract imterest (2001 the remaining financial assets comprised Euro cash balances of £297,000, with
the balarce represented by sterling cash balances. None of those assets attracted interest).

Fair Value
The above financial assets and fiabilities are short-term bark and overdraft balances. Accordingly they
are stated at fair value.

Undrawn borrowing facilities
The Group has various committed mutti-currency facilites reviewable by the bank in September 2002
The faciites at 31 May 2002 were as follows:

2002 2001
£'000 £000
Cre year or less 600 1,200

From | June 2002 the borrowing facility increased to £1,200,000.
28. CONTINGENT LIABILITIES

The Company has guaranteed the borrowings of the Employee Share Cwnership Trust At 31 May
2002, such borrowings amounted to £294,000 (2001; £267,000).

29. RELATED PARTY TRANSACTIONS

Included within administrative expenses are the consultancy fees from Fawler Partners LLP of £23,500,
a firm in which Mr Hobhouse has z beneficial interest and Cnslow Boyd Group Limited, 2 company
which is a shareholder of the Company, of which Mr Gyle-Thompson is a Director and in which he is
beneficially interested, for £25,000 (2001: £25,000).

As set out in note |18, on 14 August 2001 434,457 shares were issued in settfernent of a debt with &
value of £148,000 due by the Company to a reiated party, HTNM LLC, in respect of an agreement to
take advertising space. The market value of the shares issued, being 34p per share, was accrued in the
balance sheet at 31 May 2001,




RETAIL TRADING LOCATIONS

Berkshire
Reading, Unit 27, The Oracle Centre

Birmingham
Birmingham, Unit | 1, Favilions
Solihull, 10 Mill Lane

Bristol
Bristol, Unit 21, Broadmead
Bristol, Cribbs Causeway

Buckinghamshire
Milton Keynes, |8 Food Hall
Mifton Keynes, Unit 11, Sunset Walk

Cambridgeshire
Cambridge, 24 Petty Cury

Cheshire

Altrincham , 54 George St
Chester; Unit 7, 8 Northgate St
South Wirral, Cheshire Qaks

Cornwall
Truro, 3 King St

Derbyshire
Mansfield, Unit 3, McArthur Glen Qutlet

Devon
Exeter; 199 High St

Dorset
Bournernouth, 81 Old Christchurch Ln

Durham
Durham, {4 Market Place

East Anglia
lpswich, 34 Tavern St

Essex

Braintree, Unit |, Freeport Braintree Designer
Outlet Village

Chelmsford, Unit 4 The Meadows

Colchester, 44a High St

Lakeside Shopping Centre, West Thurrodk,
Unit 18

Gloucestershire
Cheltenham, 98 The Promenade
Cirencester, 5 Cricklade St

Hampshire
Portsmouth, Unit 70, Gunwharf Quays
Winchester, | I High St

Hertfordshire

Hatfield, Unit 75/76 The Galleria

Hemel Hempstead, Unit |8, The Marlowes
Centre

5t Albans, 27 Market Place

Watford, Unit 230, The Harlequin Centre

Kent

Ashford, MacArthur Glens Designer Outlet
Village, Unit 50CC

Bromley, Unit SU12, The Glades
Canterbury, 23, High 5t

Biuewater Shopping Centre, Unit 52a
Tunbrigge Wells, 5169, Royal Victoria Place

Lancashire

Blackpool, 61 Victoria St
Marichester, 95 Deansgate
Manchester; 6 Market St

The Trafford Centre, Unit C106

Leicestershire
Leicester; 59 The Shires Shopping Centre

London

EC2 74 Mcorgate

NW3 41 Hampsiead High St

NwW4 Unit R, Brent Cross Shopping Centre
SWI1 73 Northcote Rd

SWI5 Unit 24, The Putney Exchange
SWI9 Unit 307, Centre Ceurt, Wimbledon
SWI 14 Kingsgate Parade,Victoria St
SW I |7aVictoria Plc, Victaria Station
SW1 Unit |, 29 Buckingham Palace Rd
SW3 203/205 Brompton Rd

SW3 184 Kings Rd

W1 65/67 Regent St

W1 38 Oxford St

W\ 43 Carnaby Street

W1 |27 Tottenham Court Rd

W1 Unit 7 Trocadero Centre

W2 33 Whiteieys Certre, Bayswater
W4 322 Chiswick High Rd

W5 Unit 24, Ealing Broadway

W8 209 High Street Kensington
WC2 38 Covent Garden Market
WC2 435 The Strand

Middlesex
HEATHROW Terminal 2
HEATHROW Terminal 3

Neriolk
Norwich, 7 Back of the Inns

Nottinghamshire
MNottingham, Unit 2, Bridlesmith Gate




RETA!L TRADING LOCATIONS

Oxfordshire
Oxford, |5 High 5t
Oxford, 19 Westgate

Peterborough
Hamptan, Unit 150, Serpentine Green
Shopping Centre

Shropshire
Shrewsbury, 45 Pride Hil;

Slough
Windsor, 9 Peascod St

Somerset

Bath, 10 Stall 5t

Bath, 14 Union Passage
Taunton, 32 Fore 5t

Southampton
Southamptor, Unit 37, The Marfand Shopping

Centre

Surrey

Guildford, 19 Swan Lane

Kingston, Unit 511, The Bentall Centre
Richmend, 12 Hili 5t

Woking, Unit 501, The Peacocks Shopping
Centre

Sussex
Brighton, Unit |4, Churchilll Sq

Warwickshire
Leamington 5pa, 20 Parade
Stratford-upon-Avon, |4 High St

West Sussex
Chichester, 12 East 5t
Horsham, Swan Walk Shopping Centre

Wiltshire

Salisbury, 15 Butcher Row

Swindcn, 32 The Arcade, The Brunel Shopping
Certre

Swindon, Unit 74, The Great Western
Designer Outlet Village

Worcestershire
Worcester, Unit C3A, Crown Gate Shopping
Centre

York

Doncaster, Unit 2, The Yorkshire Qutlet, White
Rose Way

Leeds, 38 Lands Lane

Meadowhall Shopping Centre, Sheffield

York, Unit 97, McArthur Glen Designer Outlet
Village

York, 46 Parliament St

(CONTINUED)

SCOTLAND

Dumfries and Galloway
Gretna Green, Unit $33, Gateway Outlet
Village

Edinburgh
Edinburgh, 23 Princess 5t

Glasgow
Glasgow, 95 Buchannan St
Braehead Shopping Centre, 112 Kings Inch Rd

Perth
Perth, 87-89 High St

West Lothian

Livingston, Unit 50, McArthur Glen Designer
Cutlet Viliage

WALES

Bridgend
Bridgend, Unit 22, Welsh Designer Centre

Cardiff
Cardiff, 22a Queens Arcade

INTERNATIONAL

Chile
Japan
Poland
Tawan
Latvia

CUSTOMER SERVICE
0800 0154 394 info@whittard.couk
MAIL ORDER

0800 0154 395 infe@whittard.couk




NOTICE OF ANNUAL GENERAL MEETING

Natice is hereby given that the sixth Annuat General Meeting of Whittard of Chelsea Plc will be held
at Union Court, 22 Union Road, Londen, SW4 )P on 24 October 2002 at 12 noon for the following
purposes:-

Ordinary Business
I

To receive and adopt the financial statements of the Company for the year ended 3! May 2002,
together with the reports of the Direciors and Auditors therecn.

To re-elect Mr Maughton-Rumbo as a Director, who was appointed to the Beard on | December
2001

To re-glect Mr Hay as a Director, who retires by rotation in accordance with the articles of
association of the Company

To re-elect Mr Hilton as a Director, who retires by rotation in accordance with the articies of
association of the Comparny.

To re-appoint BDO Stoy Hayward as auditors to the Company and autherise the Directors to fix
their remuneration.

And to transact any other ordinary business of the Company.

Special Business

6. To consider and if thought fit to pass the following resolution which will be proposed as an

ordinary resolution:-

That the Directors be and they are hereby generally and unconditionaly authorised in accordance
with Section 80 of the Commpanies Act 1985 (the "Act™), and in substitution for any existing such
authority, to exercise all the powers of the Company o allot relevant securities (within the
meaning of Section 80 (2) of the Act) up to an aggregate nominal amourt of £284,290.70 such
authority (unless previously revoked or varied by the Company in generat meeting) 1o expire on
the conclusion of the Annual General Meeting to be held in 2003 or |5 months after the passing
of this resolution, whichever is earlier, provided that the Directors may allot relevant securities
pursuant to this authority after that date pursuant 1o an offer or agreement made by the
Company on or before that date.

To consider and if thought fit to pass the following resolution which will be proposed as a special
resolution:-

That the Directors be and they are hereby empowered pursuant to Section 95 of the Companies
Act 1985 {the "Act") 1o allot equity securities (as defined in Section 94(2) of the Act) for cash
pursuant to the authority conferred by resolution 6 above as if Section 89(1) of the Act did not
apply to any such allotment, provided that this power shali be limited to:-

() the allotment of equity securities in connection with or pursuant to an offer by way of rights

to the holders of ordinary shares and other persons entitled to participate therein in
proportion (as nearly as may be practicable) to therr respective holdings, subject to such
exclusions or other arrangements as the Directors may deem necessary or expedient to deal
with fractional entidements or Jegal or practical problems under the laws of any territory or
the requirements of any regulatory body or stock exchange; and

{i) the allotment (ctherwise than pursuant to sub-paragraph (i) above) of equity securities up to
an aggregate nominal amount of £55,785; and such power shall expire on the date of the
Annual General Meeting to be held in 2003 or |5 months after the passing of this resolution,
whichever is earlier; provided that the Company may before such expiry make an offer or
agreement which would or might require equity securities to be affotted after such expiry and
the Directors may allot equity securities pursuant to such offer as if the power conferred

hereby had not expired.




NOTICE OF ANNUAL GENERAL MEETING (CONTINUED)

8. To consider and if thought fit pass the following resolution which will be proposed as a special
resolution:-

That in accordance with article 6 of the Company's articles of association the Company be and is
hereby generally and unconditionally authorised 1o make market purchases (as defined by section
163(3) of the Companies Act 1985) on the London Stock Exchange of ordinary shares of 5p
each ("ordinary shares™ in the capital of the Company provided that

(i) the maximum aggregate number of shares authorised to be purchased is 3,345,000 ordinary
shares;

(i) the minimum price which shall be paid for the ordinary shares s 5p for each share, and the
maximum price (exclusive of expenses) which may be paid for such shares is 5% above the
average of the middle market quotations derived from the London Stock Exchange Daily
Official Uist for the 5 business days before the purchase is made;

(i) unless previcusly renewed, varied or revoked, the authority hereby conferred shall expire on
the date of the next Annual General Meeting of the Campany to be held in 2003 or 15
months after the date of passing of this resolution {whichever is the earlier}; and

(v) the Company may, before such expiry, make a contract to purchase its own shares under the
authority hereby conferred which will or may be executed wholly or partly after the expiry of
such authority, and may make a purchase of its own shares in pursuance of such a contract

Registered Office: - By Order of the Board
Union Court M C G Amos

22 Union Road Secretary

London SW4 6P 25 September 2002
Notes:

I. Any member of the Company entitled to attend and vote at the above Meeting is entitled to
appoint one or more proxies to attend and, on a poll, to vote in his stead. The proxy need not be
a member of the Company.

2. Aform of proxy is enclosed. Any form of proxy and power of attorney or other authority under
which it is signed, or a notarially certified or office copy of such power or authority, in order to be
valid, must reach the Company's Regjstrars, Connaught 5t Michaels Limited, PO Box 30, Cresta
House, Alma Street, Luton, Bedfordshire LU 2BR, not less than 48 hours before the time of the
meeting. The corpletion and despatch of the form of proxy will not prevent a member from
atterding the Annual General Meeting and voting in person.

3. Copies of the service contracts between the Directors and the Cornpany or any of its subsidiaries
and the register of Directors' shareholdings and transactions will be available for inspection at the
registered office of the Company during usual business hours on any weekday (Saturdays and
public holidays excluded) from the date of this notice until the close of the Annual General
Meeting and at the place of the Annuat General Meeting for at least 15 minutes prior to and unt#
the conclusion of the Annuzl General Meeting,

4 Pursuant to Regulation 34 of the Uncertificated Securities Regulations 1995, to be entitled to
atterd and vote at the Meeting (znd for the purposes of the determination by the Company of
the number of votes they may cast) members must be registered on the Company's register of
members by |2 noon on 22 October 2002

Produced in the EC by Rede Design Lid G20 8863 7676
sales@rede.co.uk
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WHITTARD OF CHELSEA PLC - FORM OF PROXY

For the purposes of the Anrual General Meeting of Whittard of Chelsea Flc to be held at 12noon on 24 October
2002 at Unien Court, 22 Union Road, London, SW4 6P

N e e cececracenec o ism tem s ma e .

being a member(s) of the above named Company hereby appairt the Chairman of the Meeting or (Note 1)

e rmmmmememesmeammemmmasmaaneeanratane as myfour proxy 1o vote on

myfour behzlf at the Annual General Meeting of the Company to be helkd on 24 October 2002 and at every
adjournment thereof, on the Resalutions set out in the Notice of Annual General Meeting,

| /' We wish to vote as follows:

NO. ORDINARY RESOLUTIONS FOR AGAINST

. To receive and adopt the Financial Statements for the year ended
31 May 2002, together with the Directors and Auditors reports

2. To re-elect Mr Naughton-Rumbo as a Director

3. To re-elect Mr Hay as a Director

4. To re-elect Mr Hilion as a Director

3. To re-appeint BDO Stoy Hayward as Auditors to the Company
and to authorise the Directors to fix their remuneration.

6. To give authority to the Directors under Section 80
of the Companies Act +985.

NO. SPECIAL RESOLUTIONS FOR AGAINST

7. To give authority to the Directors under Section 95
of the Companies Act 1985.

8. 7o give authority to the Company 1o make market
purchases of ondinary shares.

Signed ___ Dated 2002

Notes
i, Ifany other proxy is desired, delete the 'Chairman of the Meeting' and insert the name and address of your proxy;
the alteration must be inftialled. Such other proxy need not be a member of the Cormpany.

2. M you do not indicate how you wish your proxy to use your vote on any particular matter the proxy will vote
or abstain at his discretion.

3. In the case of joint holders, only one need sign as the vote of the senicr holder who tenders a vote will alone
be cournted.

4. If the Member is a corporation, this form must be executed either under its common seal or under the hand of
an officer or attomey duly authorised,

5. To be walid, this proxy must be completed, signed and deposited at the office of the Compary's Registrars, not
less than 48 hours before the time appointed for the Meeting.

6. Completion and return of this form of proxy will not prevert the member from attending and voting at the
Meeting personally.
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BUSINESS REPLY SERVICE

Licence No. LOL 395 ﬂ

The Registrar

Whittard of Chelsea Plc
Connaught St Michaels Limited
PO Box 30

Alma Street

Luton

Bedfordshire

LUT 2BR
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